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the BUSINESS SITUATION

REAL GNP increased 2% percent at
an annual rate in the third quarter,
after a decline of the same size in the
second (table 1).! The swing was in final
sales. It was partly oflset by inventory
investment, which dampened the third-
quarter increase and the second quarter
decline in GNP (chart 1). As can be
seen from table 2, the second-quarter
decline in final sales was concentrated
in motor vehicles. In the third quarter,
when final sales of motor vehicles in-
creased little, the increase in final sales
other than motor vehicles was in per-
sonal consumption expenditures (PCE)
and net exports.

Prices—As measured by the im-
plicit price deflator, the increase in GNP
prices decelerated from 9% percent at
an annual rate in the second quarter to
8% percent in the third. In addition to
changes in the prices of the goods and
services that make up GNP, the im-
plicit price deflator reflects shifts in the
composition of these goods and services.
[ts deceleration in the third quarter is
traceable mainly to the change in

1. The third-quarter GNP estimates are based on the fol-
lowing major data sources: For personal consumption expendi-
tures (PCE), retail sales. and unit auto and truck sales
through September: for nonresidential fired investment, the
same information for autos and trucks as for PCE, manu-
facturers’ shipments of machinery and equipment for July
and August, July and August construction put in place, and
investment plans for the quarter: for residential inccstment,
July and August construction put in place, and housing starts
for July and August: for change in business inventorics, July
and August hook values for mamufacturing and trade, and
unit auto inventories through September: for net exports of
goods and services, July and August merchandise trade, and
fragmentary information on investment income for the quar-
ter: for gorernmnent purchases of goods and services, Federal uni-
ficd budget outlays for July and August, State and local con-
struction put in place for July and August, and State and
local employment through September: and for GNP prices,
the Consumer Price Index for July and August, the Producer
Price Index through September, and unit valie indexes for
exports and imports for July and August. Some of these
source data are subject to revision.

business inventories component of
GNP. The real change in several types
of inventories that are high-priced (in
the sense that their prices have in-
creased relatively more, compared with
the valuation year 1972, than did the
average of other GNP prices) was larger
in the second quarter than in the third.
The fixed-weighted price index, which
does not reflect compositional shifts,
increased 9% percent in both quarters
(table 3).

The fixed-weighted price index for
PCE increased 11} percent at an annual
rate in the third quarter, compared with
10} percent in the second. As shown in
chart 2, food prices decelerated, and
prices of energy and of other PCE ac-
celerated. The acceleration in other
PCE prices was mainly in services,
where it was widespread.

Prices of PCE for energy increased
66 percent at an annual rate, compared
with 53% percent in the second quarter
and 19} percent in the first. Gasoline
prices increased about 75 percent in
both the second and third quarters,
compared with about 25 percent in the
first. Fuel oil prices continued to ac-
celerate, from about 25 percent in the
first quarter and 80 percent in the
second to 120 percent in the third.
Sharp increases in the prices ol crude
oil were a major factor in the accelera-
tions. Effective April 1, OPEC raised
prices 9 percent—on top ol a 5-percent
increase cllective January 1—and au-
thorized its members 1o add surcharges
on their own initiative. A [urther in-
crease ‘of 16 percent was generally
elfective July 1. Tight crude oil supplies,
due to disruption in Iran’s production
earlier in the year and cutbacks in other
countries, provided a {avorable selling
for the imposition of surcharges and for
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price increases by non-OPEC countries.
Mexico, for example, increased the
price charged for its exported crude
oil by 32 percent ellective July 1. Gaso-
line prices were aflected, in addition, by
the shortage in the second quarter, and
Government controls and regulations,
some of them designed to improve the
allocation of gasoline supplies among
regions. Prices of Tuel oil are not subject
to Federal controls, and reflected tight
supplies throughout the period. The
phased decontrol of domestic crude oil
prices, which began June 1, has not yet

SURVEY OF CURRENT BUSINESS

had a major influence on consumer
energy prices.

Natural gas price increases, at annual
rates, accelerated from 9 percent in
the first quarter and 16 percent in the
second to 30 percent in the third. Elec-
tricity prices increased about 27 percent
in the third quarter, up {rom about 20
percent in the second and 5 percent in
the first. Crude oil and natural gas are
important costs in generating electric-
ity; increases in their price were trans-
mitted to consumers via {uel adjustment
clauses.

Table 1.—Gross National Product in Current and Constant Dellars

Current dollars Constant (1972) dollars
Percent change from
Billions of dollars, seasonally adjusted at annual rates preceding quarter at
annual rates
1978 1979 1978 1979 1979
v I I 111 IAY 1 11 117 T 7 111
Gross national product_._____ 2,235,2 (2,292,1 (2,329,.8 (2,391,565 |1,426.6 (1,430,6 (1,422,3 |1,403,8 1.1 -2.3 2.4
Finalsales.._._.________.__ 2,214.5 (2,272.9 (2,296.4 |2,371.5 |1,414.6 |1,418.4 (1,404.1 |1,420.8 1.1 -3.9 4.8
Change in business inven-
tories.. ... . _..._..__ 20. 6 19.1 33.4 20.0 12.0 12.3 18.1 10,0 (oo fmaeeas
Less: Rest-of-the-world prod-
L1 (6] SOOI 21.2 24.2 23.7 24.2 8.1 8.9 8.1 7.1 44.3 | =32.5 —40.0
Equals: Gross domestic prod- J
L () PN [2,213.9 |2,267.9 12,306.1 |2,367.3 {1,418.4 |1,421.7 |1,414.2 (1,423.7 9y 21 2.7
|
Table 2.—Key Factors in Real GNP
Change from preceding |
quarter (billions of | Percent change from
constant (1972) dollars; ~ previous quarter at
hased on seasonally -~ annual rates
adjusted annual rates) ,
1979:11 1979:T11 1979:11 1979:111
L3 . S —8.3 8.5 -2.3 2.4
Less: Motor vehieles. ... .. ... ..ol Lioil L ool aiaeaaias —10.4 -7.2 —40.0 —32.6
GNP less motorvehicles. ... .. _________ .. ___ ... .. 2,1 15.8 .6 1.8
Finalsales ... ... ... ool —14.3 16.7 —3.9 4.8
Less: Motor vehicles._.._.__ —10.7 .7 —41.8 3.9
Final sales less motor vehicles —-3.6 16.0 -1.1 4.9
O G —6.8 9.8 —-2.9 4.3
Less: Motor vehicles._._ ... ........_.__... —06.5 —-.1 —39.7 -1
PCE less motor vehicles. .. .__._._.____... .. —.3 9.9 —.1 4.6
Less: Energy. ..o ... . ... - —4.5 .4 —-26.7 3.0
PCE less motor vehiclesand energy....... ... .o ... .. ........ 4.2 9.5 2.1 1.8
Nonresidential construction......___.__..___.___._____ _ __ - 2.1 6 19.0 5.7
Producers’ durable equipment. ... ... . ... ... __...... —2.3 .6 —8.9 2.6
Less: Motor vehicles.......__..... _........ .. —4.0 .Y —46. 1 16.0
Producers’ durable equipment less motor vehicles 1.7 -.3 0.8 -1.3
Residentialinvestment....._.. ... ._.._... ... .. L. -1.0 —4.7
Net exports —-3.8
Less: Motor vehicles. 0
Net exports less motor —3.9
(rovernment purchases...... ... .. _..__. —2.3 .2 -3.3 .2
Less: Motor vehicles...... .. ... —-.1 0 —17.2 -3.0
Government purchases less motor vehicles —~2.2 .2 —-3.2 .2
Change in business inventories 5.8 —8.1
Less: Motor vehicles. .. ... .2 —7.9
Change in business inventories less motor vehicles...... ............. . 5.6 -2 |-

October 1979

Food prices increased 3} percent
at an annual rate in the third quarter,
down from 6%-percent and 17%-percent
increases in the second and first quar-
ters, respectively. The major factor in
in the third-quarter deceleration was a
decline in prices of meat, poultry, and
eggs. Pork and poultry prices reflected
record or near-record production. Con-
sumer substitution of them for beef
contributed to a decline in beef prices.

Prices paid by investors and govern-
ment in the third quarter continued to
increase in a range close to 10 percent.

Employment and unemployment.—The
civilian labor force increased 900,000
after declining 180,000 in the second
quarter (table 4). The changes in em-

I CHART 2
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Table 3.—~Fixed-Weighted Price Indexes

;

Index numbers (1972=100) seasonally adjusted Percent change fron preceding quarter at annual rates

1978 ! 1979 1978 1979

1 11 11T v I 11 111 1I II1 v I T III
Gross national product ... ... 149. 1 152, 6 I 155,7 159, 0 162,8 166, 6 170, 4 9.6 8.3 8.9 9.9 9.5 9.6
Less: Change in business inventories_ __ ... ..]- o oo | oo || e
Equals: Finalsales_ _._.._.... .. _..______..____ 149.1 152,5 155.6 158.9 162,7 166, 4 170.3 9.6 8.3 8.8 9.9 9,5 9,6
Less: EXPOrtS. oo ooo oocioo ioiciioiiiiioiol. 184.9 189.6 : 192.9 199.2 203.3 211. 4 219.9 10.6 6.9 13.8 12.9 12.4 17.1
Plus: Imports__ ... .o 210.2 215.3'  217.4 222.1 229.6 240, 9 257.1 10.0 4.0 9.1 14.1 21.2 29.8
Equals: Final sales less exports plus imports_____. 150, 8 154,3 157.3 160.5 164.4 168.5 172.8 9.5 8.0 8.5 10,1 10,3 10.8
Personal consumption expenditures 147.1 150.5 153.1 155.9 160.0 163.9 168.4 9.6 7.2 7.4 11.0 10.3 11.4
Food. . 155.6 162.2 165.2 168.8 175.8 178.5 179.9 18.2 7.6 9.0 17.6 6.3 3.3
Energy b 186.8 190. 4 194.5 198.8 207.9 231.4 262.5 8.1 8.8 9.1 19.5 53.5 65.8
Other personal consumption expenditures____ 140. 9 143.4 145.8 148.2 151.0 153.5 156.3 7.2 6.8 6.7 7.9 6.7 7.6
Other ... il 157.1 160.7 164.3 168.4 171.9 176.2 180.4 9.4 9.3 10.2 8.7 10.4 9.9
Nonresidential structures....._._. . 163.0 167.9 172.9 177.7 181.6 186. 4 191.7 12.4 12.5 11.6 9.1 10.9 1.9
Producers’ durable equipment._.. 150. 7 153.5 156. 4 158.4 161.5 165.6 169.0 7.4 7.7 5.7 7.6 10.5 8.7
Residential ... _.._..___._... ... . 169.3 176. 7 182.9 189.5 192.7 199.3 205.4 18.6 15.0 15.1 7.0 14.3 13.0
Government purchases_ ... 155.0 157.7 160.6 164.5 168.2 172.0 175.7 7.1 7.6 10.0 9.4 9.2 9.0
Federal ... ... 152.1 1541 156.1 160.8 164.0 167.2 170.2 5.2 5.3 12.8 8.2 7.9 7.6
Stateand local. ... .ooool. 157.0 160.2 163.7 167.0 1711 175.2 179.4 8.4 9.1 8.2 10.1 10.0 10.0

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

ployment were very similar to those in
the labor force, and unemployment in-
creased only 115,000. The unemploy-
ment rate was 5.8 percent, up 0.1 per-
centage points from the second quarter.
The increase was confined to adult men,
and was the first increase for that group
since the fourth quarter of 1976.
Changes in employment as measured
by the establishment survey differed
substantially from those shown by the
household survey. .According to the
establishment survey, employment was
up 630,000 in the second quarter and
only 410,000 in the third. In both quar-
ters, the largest increases were in the
service-producing industries. Employ-
ment in the goods-producing industries
has changed little since the first quarter.
Average weekly hours were up 0.1 after
declining 0.3 in the second quarter. The
swing in manufacturing hours was more
pronounced—an increase of 0.3 hours
after a decline of 0.8. Second-quarter
hours had been reduced by several
special factors, including strikes and the
unusual timing of religious holidays.
Costs and productivity.—The increase
in real output of the business economy
other than farm and housing was only
fractionally larger than the increase in
hours, and productivity increased only
slightly—% pecent at an annual rate
(table 5). This increase followed sub-
stantial declines—3%-4% percent—ear-
lier in the year. Estimates of quarterly
changes in productivity are subject to

large margins of error. It is particularly
difficult to interpret the estimates for
1979.

Compensation per hour increased 8%
percent, compared with 8 percent in the
second quarter and 10} percent in
the first. The first-quarter increase in-
cluded about 2 percentage points at-
tributable to increases in the minimum
wage and employer contributions for
social insurance. Excluding these special

factors, the increase in compensation
per hour has been in the range of 8-8%
percent over the past year Unit labor
costs increased 8 percent in the third
quarter, substantially less than in the
second and first quarters and about the
same as in the fourth quarter of 1978.

Personal income and its disposition

Personal income increased $51 billion
in the third quarter, compared with $40

Table 4.~Selected Labor Market Indicators

[Seasonally adjusted]
1978 1979
1978:111- | 1978:IV - | 1979:1~ 1979:11-
1978:1V | 19791 1979:11 1979:111
"t v I 11 III
1
Household survey l
Civilian Jabor force (millions)._._.____ 100. 8 10L 5 102.5 102.3 103.2 0.8 1.0 —0.2 0.9
Employment.__.__________ 047 95. 6 96. 6 96. 4 97.2 .9 1.0 -2 .8
Unemployment 6.0 5.9 59 59 6.0 -1 0 0 .1
6.0 5.8 5.7 5.7 5.8 -.2 —-.1 0 .1
4.1 4.0 4.0 3.9 4.2 —.1 0 -1 .3
6.1 5.8 3.7 5.7 5.6 -.3 -.1 0 -1
16.1 16.3 15.8 16.2 16.1 .2 -5 .4 -1
Employment-population ratio________ 8.7 59.0 59. 4 59.1 59.3 .3 4 -3 .2
Civilian labor force participation rate
(pereent). ... _.._____... 63.3 [ %] 63.8 63.5 63.8 2 3 —.3 3
Establishment survey
Employment, nonfarm payroll (mil-
lions) ... 86.9 87.8 88.7 89. 4 89.8 ] 9 6 4
Goods producing 25.7 26,1 26.5 26. 6 26.6 4 .4 .1 0
Manufacturing.. 20.5 20.8 2.0 21.1 21.0 3 .3 0 -.1
() P, 5.2 5.3 5.5 5.6 5.6 1 .1 .1 .1
Distributive ... ... ... 24.5 24.8 25.1 25.2 25.3 .3 .3 .1 .1
Services 2 . 21.1 21.4 21. 6 219 22.2 .3 .3 .3 .3
Government_______________._._._... 15.5 15.5 15.5 15.6 15.6 0 0 .1 0
Average weekly hours, private non-
farm:
Total. ..ol 35.8 35.8 35.8 35.5 35.6 0 0 -3 1
Manufacturing._. .. .__._..___..... 40.5 40.6 40.6 39.8 40.1 1 | 0 —-.8 3

1. Transportation and public utilities, and wholesale and retail trade.

2. Services, and finance, insurance, and real estate.



4

billion in the second (table 6).2 Wage
and salary disbursements increased
$24% billion, only a little more than in
the second quarter. In commodity-pro-
ducing industries, the increase in the
third quarter was smaller than in the
second. The deceleration was mainly in
construction. Increases in the dis-

2. Quarterly estimates of the national income and product
accounts are expressed at seasonally adjusted annual rates.

and quarterly changes in them are differences between these
rates.

Table 5.—~Real Gross Product, Hours, and
Compensation in the Business Economy
Other Than Farm and Housing

[Percent change from preceding quarter at annual rates
based on seasonally adjusted estimates]

1978 1979

111
2.7
2.2
10.9
Real gross product per hoar T34 -4 4 ]
Compensation per hour...__ 871103 7.9 8.6
Unitlaborecost_____.____________. 7.9 1142 ] 12.8 8.0

Table 6.—Personal Income: Change from
Preceding Quarter

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

1979:1T | 1979:11T
Personal income____.___..______.._.__ 39,9 50,9
Wage and salary disbursements____. 23.1 24.7
Manufacturing_.....__________.__. 3.7 3.1
Other commodity-producing .. _ 5.0 3.0
Distributive R 4.7 8.0
Services - 5.7 8.1
Government and government en-
lerprises .. . ___________________ 4.1 2.5
Proprietors’ income. ... ... _.____. 3 —. 7
Farm. ... .o ..o -t —4.1
Nonfarm.._..._.. ... 7 3.4
Transfer payments.._..___.____.___. 6.3 17. 4
Other income. __._.._.__...__.._.._. 11.2 10.7
Less: Contributions for social in-
SUranCe. - ... ... 11 1.3

Table 7.—Personal Tax and Nontax Pay-
ments

[ Change from preceding quarter: billions of dollars, based
on seasonally adjusted annual rates]

1978 1979
v I 1I 1x
Personal tax and nontax pay-
ments ... _____________ 12,2 | 22103 | 15.7
Federal___._________________ __ 10,0 | 2.1 | 10.4 | 11.6
Impact of legislation._.__.___} 0 |-129 | —.¢6 0
Other._______._.___.__._____]10.0 (150|110 1L¢
Stateand local ... ______________ 2.2 1] —-.1 4.1
Impact of legislation...__.___} 0 |—-1.7 [—-L7 2.4
Other.. ... __.__._.____ 2.2 L8| LY L7

SURVEY OF CURRENT BUSINESS

Table 8.~~Personal Income and Its Disposition

October 1979

Change from preceding

quarter
1978 1979
1979
v I ‘ 1L ‘ II1 | I II I1T
Seasonally adjusted atl annual Based on seasonally

adjusted annual rates

Billions of do!

1,803.1 {1,852.6 |1,892.5

1,524.8 '1,572.2 |1,60L.7
1,153, 4

2i8.2 0 280.4 | 200.7

L

i
|t,493.0 |1,515.8 |1,

7.5 79.2 85.9

1,943.4

306. 4
636. 9
570.0

66. 9

llars
49.5 39,9 50,9
2.2 10.3 15.7
47.4 29.3 35.2
39.6 22.8 512
7.7 6.7 —19.0

Billions of 1972 dollars

Percent (seasonally
adjusted at annual rates)

Real disposable personal income._ ... _.________ ... ... 991.5 | 996.6 [ 993.0 [ 990.3 2.1 ~1.4 -1.1
Percent (based on seasonally adjusted annual rates)
Personal saving rate. .. ... 4.7 5.0 5.4 4.1 .3 4 -1.3
Table 3.—Personal Consumption Expenditures in Current and Constant Dollars
Current dollars Constant (1972) dollars
Billions of dollars, seasonally adjusted at annual rates Percent change from
preceding quarter at
annual rates
1978 1979 1978 1979 1979
Iv I ' II , III v I ‘ I ’ III I { II ’ III
|
Personal consumption ex- |
penditures 1,415.4 (1,454,2 (1,475.9 (1,528,6 | 920,3 | 921,8 | 915.0 | 9248 0.6 -2,9 4.3
Durables._. .. _...._....... 212,1 | 213.8 | 208.7 | 213.7 | 1521 150.2 | 144.8 | 147.0] —=5.0 | —13.6 6.2
Motor vehicles and N . o
parts__. ... .. ... 94.9 7.7 89.1 89.8 63.7 64.0 57,1 57.1 L6 [ =365 .3
Other durables..... ... 117.2 | 116.1 119. 6 123.9 88.4 86.2 87.7 89.9 =06 w1 10.1
Nondurables_ ___.._..._... 558. 1 571.1 581.2 602, 5 3519 3481 344.1 346. 6 —4.2 —4.5 2.9
food... ... . 283.9 292.9 206.7 | 302.0 168. 6 167.2 166. 7 168. § -3.3 -1.2 3. !{
Energytoo_ ... .. 68. 6 73.8 75 90. 7 34.3 34.6 3L5 3L7 3.8 | —3L6 2.6
Other nondurables____._ 205.7 | 204.4 | 207.1| 209.8 | 149.0 | 146.2 | 145.9 | 146.6 | —7.1 —.8 1.9
Services_ ..o ... 645, 1 686, 0 712.4 416.3 423.5 426.1 431.2 7.1 2.5 4.4
Energy 2. - 43.4 47.3 50.8 23.2 25.2 23.8 2+.0 37.6 | —19.3 3.4
Other services_.._.___.-. 601. 7 638.7 661, 7 393.1 3908. 4 402. 3 407.1 5.4 1.0 4.9
1. Gasoline and oil, and fuel oil and coal.
2. Electricity and gas.
Table 10.—Fixed Investment in Current and Constant Dollars
Current dollars Constant (1972) dollars
Percent change from
Billions of dollars, seasonally adjusted at annual rates preceding quarter at
annual rates
1978 1979 1978 1979 1979
- {
w I l 1I , josi v I ‘ II ‘ 111 I 11 111
] i : |
Fixed investment__.._.____._ 349.8 | 3546 | 36L9 3721 | 2055 2049 2035| 2042 -LO| -—27 | L2
Nonresidential ... ... 236.1 243.4 | 249.1 257.2 145.5 147.2 146.9 148.2 4.8 —-.8 3.6
Structures....._......_.. 84.4 84.9 90.5 94. 6 46. 5 45.8 47.9 48.5 | —5.6 19.0 3.7
i
Producers’ durable .
equipment......_..... 151.8 158.5 158.6 162.6 08.9 101. 3 99. 0 99. 6 10.1 —-8.9 | 2.6
Autos, trucks and . o .
buses._..._.......... 4L8 | 42.7; 381 40.5) 282 284| 244/ 253 3.3 | —16.1 16.0
Other.._.. ..._.....__ 109.9 ¢ 115.8 | 120.5 [ 122.1 70.7 72.9 4.6 1.4 12.8 9.8 —-1.5
Residential .. _.._...____.. 113.7 111.2 i 112.9 114.9 60.0 57.7 56.7 56.0 | —14.3 -7.2 —4.7
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tributive and services industries were
larger than in the second quarter.
Transportation, where strikes held
down the second-quarter increase, con-
tributed to this step-up.

The largest differences between the
second- and third-quarter changes in
the components of personal income were
in the income of farm proprietors and
in transfer payments. Farm proprietors’
income declined $4 billion in the third
quarter, after a fractional decline in the
second. The major factor in the larger
decline was a swing in cash receipts.
Cash receipts from crops increased
much less in the third quarter than in
the second; an acceleration in prices
was more than offset by a swing in the
volume of marketings. Cash receipts
from livestock declined for the second
quarter, largely due to declines in
prices.

Transfer payments increased $17%
billion, compared with $6% billion in
the second quarter. The acceleration
was more than accounted for by cost-
of-living increases in benefits paid under
several Federal programs. These in-
creases, most of which were effective
July 1, added $11% billion to third-
quarter transfer payments; $9% billion
was accounted for by the 9.9-percent
increase in social security benefits.

Personal taxes, which are deducted
from personal income in deriving dis-
posable personal income, increased
$15% billion in the third quarter, com-
pared with $10% billion in the second
(table 7). Most of the acceleration was
in State and local taxes. In the second
quarter, these taxes had not changed as
tax reductions in New York and Cali-
fornia offset growth in the State and
local tax base.

In the third quarter, disposable
personal income—the income available
for spending and saving—increased
about $35 billion and personal outlays
$54 billion (table 8). In the second
quarter, income had increased $29%
billion and personal outlays $23 billion.
Reflecting these changes, the personal
saving rate, which had been 5.0 percent
in the first quarter, increased to 5.4
percent in the second and dropped to
4.1 percent in the third.

A 4.1-percent personal saving rate
was approached only three other times
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in the last 25 years. As always, it is
difficult to explain the saving rate and
changes in it. Two specific changes that
led to reductions of disposable income
in the third quarter work in the direc-
tion ol explaining the third-quarter
drop in the saving rate. These are the
$4 billion reduction in farm proprietors’
income and the $4 billion swing in
State and local taxes due to legislative
changes. The eflect on the saving rate
ol the third-quarter cost-ol-living in-
creases in Federal benefits is harder

Data: Census
79103

to assess. Little is known about the
pattern of spending out of this kind
of income increment—one-time, re-
ceived by retirees, and expected be-
cause legislated. Moreover, because
statistically, personal saving 1is the
diflerence between disposable personal
income and personal outlays, the saving
rate depends on the adjustment of
income and outlays for seasonality.
The cost-of-living increases in benefits
are not seasonally adjusted;in contrast,
outlays made out of them are adjusted,

Table 11.—Net Exports of Goods and Services in Current and Constant Dollars

Current dollars l Constant (1972) dollars
Percent change from
Billions of dollars, seasonally adjusted at annual rates preceding quarter at
annual rates
1978 1979 1978 1979 1979
Iv I 11 11 v 1 I 111 I II III
| |
Net exports of goods and i
services.___............_. —4.5 40| -81| -53 12,9 17,0 13.2 19,4 e
Exports_ _.._.__...___._... 224.9 | 238.5 | 243.7 | 266.4 | 113.8 | 117.0 | 116.0 | 122.5 1L5 | =3.1 24.1
Merchandise_._...._.___ 154.5 1 163.0 | 166.8 | 186.0 78.9 80.8 80. 5 87.4 10.1 | —1.7 30.1
Agricultural.___ 31.3 30.6 30.9 38.4 15.5 14.4 14.3 16.6 | —24.8 ] —-2.8 83.9
Nonagricultural 123.2 | 132.4 | 135.9 | 147.6 63.4 66. 4 66. 2 70.7 2.2 -1.4 30.6
Other.. ... 70.4 75.5 76.9 80.3 34.9 36.2 35.6 351 148 —6.3 —5.3
Imports. ... ... 234.4 | 2519 | 27L7 ¢ 101.0| 100.0 | 102.9 | 103.1 | —3.8 12.1 1.0
Merchandise - .. 3 186.0 | 200.4 [ 217.8 76.6 75.1 77.2 71| =76 11.8 —~.6
Petroleum__._ 3 46.6 51.6 66.0 8.6 8.8 8.4 8.4 9.8 —17.4 -L3
Nonpetroleum 139.9 | 139.5 | 148.8 | 131.8 67.9 66.3 68.8 68.7 | —9.6 16.2 —-.3
Other__._____._.__....__ 46.3 48.4 51.4 53.9 24.4 24.9 25.7 26.0 8.7 12.9 5.9
|
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e  CHART 4 byt perhaps not fully. The large and

abrupt changes that occurred in PCE

Selected Interest Rates for motor vehicles in the second quarter

:’:fcem and in PCE for energy in the second and

SHORT TERM third quarters probably also affected
changes in the saving rate.

Inflation gives rise to more general
difficulties in the explanation of con-
sumer spending and saving. In the
shortrun, consumers try to maintain
living standards and reduce saving to
help them to do so. In the longrun, they
10 -1 reduce spending in line with reductions
in real income. Moreover, spending and
saving behavior is likely to depend on

the rate of inflation and changes in it. Tt

sl e Ratek o s -| is not possible to sort out the relative
of Deposit importance of these factors in the
present. situation. Also, capital gains
\ and losses, which are not included
in personal income, become larger and

more volatile under inflation, and more
A/ — important relative to personal income as
\/ _ a source of consumer spending. Because

little is known about the size and com-

st troo vt bevere e bevens bervrs berii i1 11§ position of capital gains and losses and
about the way they influence consumer
spending, their presence complicates the
explanation of the saving rate. If ex-
pectations are taken into account, the
explanation of consumer spending and
saving is further complicated. Con-
sumers may step up current spending,
especially for durable items, in order to

6 |- 6-month Treasury bills ]

12
MORTGAGES FOR NEW HOUSES

10 —
Commitments

Conventional Loans beat prospective price increases. Alter-
glorr it bt by berrea b breeea bl natively, because inflation creates un-
1975 1976 1977 1978 1979 certainty and/or erodes the purchasing

%At the end of the month. Data: FRB. FHLBB . . ) .
U.S. Department of Commerce. Bureau of Economic Analysis nws  power of savings, they may btep up

saving to compensate [or this eflect.

Real PCE increased 4% percent at
an annual rate in the third quarter,
after a decline of 3 percent in the second
(table 9). The decline in the second
quarter was more than accounted for
Current dollars Constant (1972) dollars by PCE for motor vehicles and for

rny : :
oy, The sharp decline in motor
Billions of dollars, seasonally adjusted at annual rates Percent change from energy ary

preceding quarter at : arflar T . . .
el Toto vehicles partly reflected concern over

S the price and availability of f_’,‘zlSOline-

Table 12.~~Government Purchases of Goods and Services in Current and Constant Dollars

e o 1 o Y™ This concern is suggested by the shift

v I I I 1 m | I I I | ur I n | m  in the composition of new car sules

] toward domestic small cars and imports.

o oods and borvicencs. | 4s5.8| so0.1| w6.6| wr6.2| 60| mur| mme| zme| —18| —53| o2 In the third quarter, PCE [or motor
Federal.___...._. ... .| 159.0] 168.6 | 161.7 | 162.5| 99.3| 10L1| 981 | o976 72| -1.3] -20 vehicles was flat, and there was a shift
Nonaeange eS| L2 | 04| A0) A e oo el e in composition back toward large cars.
Statoandlocal . | 2.8 | 2065 | 3000 | 5157 | 166 | wse | we3| 175.0| —66| LG .5 Although incentive and cash rebate
programs complicate the analysis of the
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situation, this pattern strongly suggests
that the concern over gasoline lessened.
(For a detailed discussion of unit auto
and truck sales and production, see the
article on ‘“Motor Vehicles, Model Year
1979 later in this issue.) PCE for
energy increased moderately in the
third quarter. Its second-quarter de-
cline was traceable not only to the
gasoline shortage, but also to a reduc-
tion from unusually high first-quarter
expenditures for electricity and natural
¢as for home heating.

PCE for most categories of goods
other than motor vehicles and energy
was stronger than in the second quarter.
Furniture and equipment increased
more. Food increased in the third
quarter after small declines in the
second, as did clothing and shoes.
Services other than energy increased in
line with their trend.

Fixed investment

Real nonresidential fixed investment
increased 3% percent at an annual rate,
after a small decline in the second quar-
ter (table 10). The swing was due to
investment in motor vehicles.

Real residential investment con-
tinued to recede, after a sharp drop in
the first quarter from a plateau main-
tained in 1978. In the third quarter, it
was 7 percent below that plateau.

Single-family construction accounted
for the entire decline. The decline was
mainly due to adverse financial develop-
ments. The fact that there was no
strong makeup in single-family housing
starts in the months after the severe
weather supports this interpretation
(chart 3). Net inflows to thrift institu-
tions—savings and loan associations
and mutual savings banks—have slowed
since the first quarter, partly in re-
sponse to the mid-March regulatory
changes that eliminated the premium
paid by thrifts on 6-month money
market certificates (MMC(C’s) over the
rate paid by commercial banks on their
MMC(C’s and by the Treasury on 6-
month bills. Although the proportion
of total thrift deposits held in these
certificates increased through August,
growth in thrift MMC’s decelerated.
It is too early to tell whether the regula-
tory changes effective in July that in-
creased the return on passbook savings
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accounts will increase savings inflows.
Reflecting the slowdown in net in-
flows, mortgage commitments were
down from their high of last November,
although they were supported by large
increases in advances to savings and
loan associations from the Federal
Home Loan Bank Board and by
secondary mortgage market activity.

Interest rates continued to increase
through the third quarter (chart 4).
The average rates on contracts and on
commitments for conventional new-
house loans both increased about 40
basis points from the second quarter,
and over 75 basis points since the begin-
ning of the year. The prime rate—to
which the rate for construction loans is
tied—increased to 13.25 percent by the
end of September. Credit tightening by
the Federal Reserve Board in early
October led to further increases in
interest rates.

Construction of multifamily units has
been maintained. The Section 8 Housing
Assistance Program has helped sustain
subsidized rental construction. As indi-
cated by construction loans for condo-
miniums closed at savings and loan
associations, which increased steadily
from the third quarter of 1978 through
the second quarter of this year, con-
dominium construction has gained
strength.

Inventory investment.—Real inventory
investment was $10 billion in the third
quarter, down from $18 billion in the
second. The lower rate ol accumulation
was attributable to inventories of motor
vehicles. These inventories accumulated
at a rate of $3% billion in the second
quarter and were liquidated at a rate
ol $4% billion in the third. Both auto
and truck inventories were down, and
as a result, inventory-sales ratios, which
had risen to levels regarded as excessive,
improved. (See the article on motor
vehicles.) Inventories other than ol
motor vehicles—the total as well as
durables and nondurables separately—
accumulated at the same rate in the
second and third quarters. In durables,
a larger accumulation in wholesale trade
was about offset by a smaller accumu-
lation in manulacturing. The Jatter was
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Merchandise Trade
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largely in the “other” transportation
equipment group, and reflected in-
creased aircraft shipments.

Chart 5 relates business inventories
to total business final sales and to

19106

business final sales of goods and struc-
tures. Analytical use of the [ormer re-
lationship implies that the production
of services results in a demand for
inventories that is similar to that
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cenerated by the production of goods
and structures. Use of the latter im-
plies that the production of services
does not generate demand [or invento-
ries. Both implications are extremes. As
can be seen {from the chart, both ratios
declined in 1978. The levels to which
they lell in the fourth quarter were,
respectively, well below 1968 and about
the same as 1968, a period that is often
considered normal. In the first and sec-
ond quarters ol 1979, the ratios in-
creased substantially as inventories
increased while final sales were flat or
declined. In the third quarter, as f{inal
sales increased strongly and the ad-
dition to inventories was substantially
smaller than carlier in the year, the
ratios declined. The ratio ol business
inventories to business final sales, after
falling to 0.269 in the fourth quarter ol
1978, increased to 0.278 in the second
quarter of 1979 and fell back to 0.276
in the third. The corresponding figures
for the ratio of inventories 1o final sales
of goods and structures were 0.419,
0.441, and 0.43

Net exports

Real net exports increased $6 billion
in the third quarter, alter a decline of
$4 billion in the second (table 11). The
swing was in merchandise trade. Ex-
ports—both agricultural and nonagri-
cultural—inereased substantially in the
third quarter (chart 6). The former
reflected large shipments of grain and
soybeans to Eastern Europe. In the
latter, capital goods were a major
factor. Their sharp increase in the third
quarter after a decline in the second was
largely due to shipments of civilian air-
craft. Imports were unchanged in the
third quarter, after increasing in the sec-
ond. Both petroleum and nonpetroleum

SURVEY OF CURRENT BUSINESS

Table 13.—Federal Government Receipts and Expenditures, NIPA Basis

[ Billions of dollars]

Seasonally adjusted at annual Change from preceding
quarter
1978 1979 1979
7
v [ 1T IIT 1 11 Il

Receipts_ ... ... . ... 463,5 | 475,0 | 4858 n.a. 1.5 10,8 n.a.
Personal tax and nontax receipts.. ... .. ... 211.0 | 213.0 | 223.4] 2350 2.0 10. 4 1.6
Corporate profits tax accruals._.____.__. 812 7.2 4.9 n.a. —4.0| —-2.3 n.a.
Indirect business tax and nontax accruals..._.. 29.3 20. 4 29.9 30.3 .1 .5 .4
Contributions for social insurance._.... ... ... ... 142.0 | 135.5 | 157.5 | 160.1 13.5 2.0 2.6
Expenditures_ ... ...l 479,7 | 486,8 | 492,9 | 515.3 7.1 6.1 22,4
I’urchases of goods and services 159.0 | 163.6 { 1617 162. 5 4.6 -9 8
National defense. 101.2 | 103.4 | 106.0 | 108.5 2.2 2.6 2.5
Nondefense 57.8 60.2 53.7 5.0 2.4 —4.5 -1.7
Transfer payments.....___ ... ... 192.1 196.8 | 20L9 | 2185 4.7 5.1 16. 6
Grants-in-aid to State and local governments_.___... 80.7 7.8 T 80.7 | =29 -1 3.0
Netinterest paid-............... ... 37.1 40.0 42.6 43.3 2.9 2.6 .7
Subsidies less current surplus of government enterprise. - 10. 9 8.3 9.0 10.5 —~2.6 .7 L5

Less: Wage accruals less disbursements..._ ... ....... 0 -2 0 0 -2 .2 0
Surplus or deficit (—), national income and product accounts.| —16.3 =17l =70 n.a. 4.6 4.7 na.

|

n.a. Not available.

imports were unchanged in the third
quarter. A second-quarter increase in
nonpetroleum imports had been cen-
tered in industrial supplies and mate-
rials, which have shown substantial
fluctuations recently. A decline in
petroleum imports had provided a par-
tial offset.

Government purchases

Real government purchases were
unchanged in the third quarter, alter
declining 3% percent at an annual rate
in the second (table 12). Federal pur-
chases declined in both quarters. The
Commodity Credit Corporation’s agri-
cultural price saupport operations ac-
counted for the declines. In the second
quarter, these operations had turned
from net loan extenstons to net redemp-
tions, as—in response 1o hicher market
prices—larmers withdrew crops pre-
viously placed under loan. In the third
quarter, these redemptions increased.

NIPA Federal sector—Table 13 is in
current dollars and rounds out the in-
formation on Federal receipts and ex-
penditures. Expendituresincreased $22%
billion, compared with $6 billion in the
secondl quarter. The major step-ups
were in transfer payments, which have
already been mentioned, and in grants-
in-aid to State and local governments
for public assistance, education, and
community development. Receipts are
expected to increase substantially more
in the third quarter than in the second.
The step-up is expected to be in cor-
porate profits tax accurals, for which
reliable estimates cannot yet be made.
Corporate profits and corporate profits
tax accruals declined in the second
quarter, rveflecting the decline in eco-
nomic activity. They are expected to
increase sharply in the third quarter,
when economic activity increased. The
Federal deficit on an NIP.\ basis is
likely to remain close to $7 billion.

———— R ——
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1977

1978

1978

1978

1979

II l III ' v

II \III »

Seasonally adjusted at annual rates

Billions of 1972 dollars

Table 1.—~Gross National Product in Current and Constant Dollars (1.1, 1.2)

Gross nationalproduct____._.__.__________..__
Personal consumption expenditures_______._______
Durablegoods.............

Nondurable goods
Services

Gross private domestic investment____._._______._.

Fixed investment. ... ... ... ...

1,899.5
1,210.0

Residential _____ ..
Nonfarm structures..
Farm structures -
Producers’ durable equipm

ent.______ .-
Change in business inventories...._.._.____.____
Nonfarm

Net exports of goods and services_.___.___.__.__...

Exports. e
B 5 (0 10) o

Government purchases of goods and services___....

Federal .. ...
National defense.
Nondefense_.

State and local .

W ID SOt

175.9
185.8

396.2
144.4

93.7
50. 6

251.8

2,127.6
1, 3508

200.3
530.6
619.8

3515
329.1

221.1
76.5
144.6

108.0
104.4
1.8
L9

22.3
21.3
1.1

—10.3

207.2
217.5

435.6

152.6
99.0
53.6

283.0

1978 I 1979
II 11X 4 iv ‘ I 1T IIL» 1977
Seasonally adjusted at annual rates
Billions of current dollars
2,104,2 |2,159,6 (2,235.2 (2,292,1 {2,329.8 (2,391.5 |1,340.5
1,331.2 1,369.3 |1,415.4 |1,454.2 [1,475.9 [1,528,6 [ 861.7
200.3 | 203.5 | 212.1 | 213.8 | 208.7 138.2
521.8 | 536.7 | 558.1 | 571.1 581.2 332.7
609.1 629.1 645.1 | 669.3 | 686.0 390.8
352.3 | 356.2 | 370,5| 373.8| 395.4 200,1
326.5 | 336.1 | 349.8 | 354.6 | 36L.9
218.8 | 225.9 | 236.1| 243.4; 249.1
75.2 79.7 84.4 84.9 90. 5
143.6 | 146.3 | 151.8 | 158.5 158.6
107.7 | 110.2 | 113.7 1112 | 1129
104.3 | 106.4 { 110.0 | 107.8 109.1
1.4 1.9 1.9 1.5 1.8
2.0 1.9 1.9 1.9 2.0
25.8 20.0 20.6 19.1 33. 1
25.3 18.5 19.3 18.8 32.6
.5 1.6 1.3 .3 .8
-7.6]| —6.8| —4.5 40| —81
205.7 | 213.8 | 224.9 | 238.5 2“_13- 7 266, 4 98.4
213.3 1 220.6; 229.4 | 234.4 | 25.9 | 27L7 88.2
428,3 | 440.9 | 453.8 | 460,1 | 466.6 1 476,2 | 268,35
148.2 | 152.3 | 159.0 | 163.6 | 1617 | 162.5 100.6
98.2 99.0 101.2 | 103.4 106.0 | 108.5 |......._
50.0 53.3 57.8 60.2 55.7 54.0 | __.
280.1 | 288.6 | 294.8 ] 206.5 | 309 313.7 167.9

1,399,2
900,8
146.7

343.3
410.8

214,3
200. 2

1,395.2 [1,407.3
894.8 | 905.3
147.8 | 147.5
330.4 | 344.7
407.6 | 413.1
216.8 | 214,0
201.2 | 201.8
140.3 | 1416
43.9 | 45.1
96.4 | 96.5

60.9 | 60.2
58.6 | 5.7
8| 1.0
15| 1.4
156 122
155 1L6
0 .6
12,3
100.2
96.9
271.3
96.6
1T e |1

1,426.6
920,3
152.1
351.9
416.3
217.4

205.5

1,430.6
921.8
150.2
348.1
423.5
217, 2
204.9
147.2

45.8
1013

57.7
55.6
8

14

12.3
12.1

1,422.3
915.0
144.8
3441
4261
221.7
203.5
146. 9

7.9
99.0

56.7
544
.9
1.4

178671

1,430,8
924.8
147.0
346.6
431.2
214,2
204.2
148.2

48.5
99.6

by Major Type of

Product in

Current and Constant Dollars (1.3, 1.5)

Gross national product.___........ .. _.._. 1,899,5 |2,127.6 (2,104, 2 (2,159.6 |2,235.2 {2,292.1 (2,329.8 (2,391, 5 |1,340.5 (1,399.2 (1,395.2 (1,407.3 |1,426.6 [1,430,6 (1,422.3 |1,430,8
Finalsales. ... oo ol 1,877.6 (2,105.2 12,078.4 |2,139.5 (2,214.5 |2,272.9 |2,296.4 |2,370.5 [1,327.4 |1,385.1 {1,379.6 11,395.1 |1,414.6 11,418.4 |1,404.1 |1,420.8
Change in business inventories_ .. _..._______ 21.9 | 22.3| 2580 200} 20.6| 19.1| 334| 200 131| 141{ 15.6{ 122} 12.0| 12.3 18.1 10.0

GoodS. . .. il 842,2 | 930,0 | 922,5 | 940,9 | 983,8 [1,011,8 |1,018.1 [1,035.5| 615.6 { 639.5 | 637,2 | 641.8 | 657.3 | 658,6 | 647.3 | 650.2
Final sales. ... 820.2 | 907.7 | 896.7 | 920.8 | 963.2 | 992.7 | 9846 |1,015.6 | 602.4 | 625.4 | 621.6 | 620.6 [ 645.3 | 0646.3 | 629.1 | 640.2
Change in bus 2.9 | 22.8( 25.8] 20.0| 20.6| 19.1| 34| 20| 1381 | 141 156 12.2| 120| 123 18.1 10.0

Durable goods. _.. 345.9 | 380.4 | 378.0| 382.6 | 402.3 | 425.5 | 4224 | 424.3| 256.5| 270.0| 270.8 | 260.9 | 279.1| 286.0| 278.3 | 276.7
Final sales.._.__ 333.9 | 3665 | 364.9 | 372.3| 388.9| 407.1 ] 298.0 | 4145 248.6 | 261.4 | 262.8 | 263.6 | 270.6 | 275.2 | 2651 [ 27L5
Change in business inventories 11.9 13.9 13.1 10.3 13.4 18.4 2£.3 9.8 8.0 8.6 7.9 6.3 8.5 10.8 13.2 5.2
Nondurable goods............_.............. 496.3 | 549.6 | 544.5 | 538.3 | 581.6 | 586.2 | 5957 | 611.31 850.1) 360.4 ) 3665 | 3720 378.2 | B372.6 | 860.0 | 373.5
Finalsales...._....._._____.... 486,3 | 541.2 | 531,8 | 548.6 | 574.3 | 585.5| 586.6 | 60L1} 3539 364.0| 358.8 ) 366.0| 3747 37L2 | 3641 ) 368.7
Change in business inventories 10.0 8.4 12,7 9.7 7.2 i 9.1 10.2 5.2 5.5 7.6 5.9 3.5 14 4.9 4.8
Services.. ... 866.4 | 969.3 | 956,2 | 9817 [1,005,3 |1,041,4 (1,064 2 [1,098,8 1 604,4 | 630.3 | 6279 | 633,1 | 636,0' 6452 647.3| 65L.8
Structures. ... ... ... 190,9 | 228,2 | 2256 | 237.0 | 246,0 | 238,9 | 247.5| 257.2} 1205 | 129.5 | 130,1 | 132.4| 133.3 | 126, 8 '127. 7| 128,8
Table 3.—Gross National Product by Sector in Current and Constant Dollars (1.7, 1.8)
Gross national product......_._..__..__...... 1,899,5 (2,127.6 [2,104,2 (2,159.6 (2,235,2 (2,292,1 ;2 329.8 (2,391,5 |1,340,5 |1,399.2 (1,395.2 |1,407,.3 (1,426.6 |1,430,6 |1,422.3 (1,430.8
1

Gross domesticproduet.. ... ... __.._. 1,881, 7 12,1070 |2,083,2 12,138,9 |2,213.9 |2,267.9 |2, 306. 1,332.9 |1,391,1 {1,386, 8 11,399, 2 |1,418.4 i1,421.7 |1,414. 2 |1,423.7
1,600.0 |1,807.8 [1,787.5 (1,837.6 [1,904.9 [1,951. 4 |1,984. 3 1,143.7 |1,197.5 [1,193.6 [1,205.1 |1,223.9 |1,226.9 [1,219.0 [1,227.6
1,552,2 [1,745.0 (1,725.8 |1,774.8 |1,837.5 |1,880.8 |1.915.2 1.100.7 ,1,160.0 |1,156.2 [1,169.1 |1,188.0 {1,193.1 .1.184.7 11,193.8
1,404.5 (1,579.2 [1,562.3 [1,607.1 '1,664.7 [1,702.3 |1,73L. 086.0 11,039.6 (1,036,5 |1,048.2 {1,063.8 (1,068.6 |1,058.2 |1 Ogo.~l
47,7 | 165.8 | 1635 167.7 | 172.9 | 178.6 | 184 114.7 | 120.4 | '119.8 | 120 ] 122.3 | 1245 | 1265 128.4
40.2 | 50.5| 59.4| 58.9! 633| 70.0; 70.6 34.4| 342 342| 336 332) 334 351 31.6
7.5 3.3 2.3 3.9 4.1 BT TS T 3 Y S P N IR PR AU SRR .

________________________________________________________________ 8.7 3.4 3.2 2.4 2.7 .4 -8 2=
62.6 | 69.6| ¢8.9| 70.3| 7T21| 7T48| 758 0| 42.2] 43.6| 43.4| 439 441 444 #.7| 4.5
Government. 210.1 | 220.6 | 226.8 | 231.0 7.0 | 2418 | 2458 | 240.7| 147.0| 149.9 ] 140.8 | 150.2| 150.4 | 150.4 | 150.5 | 150.6
Federal._._... 6.4 78| 7070 TL5| Tas| 55| 5.8| T6.3) 4R7T! 40.1] 49.0| 49.21 49.3| 49.2 19.1 | 49.2
State and loca 143.7 | 157.8 ) 156.1| 150.4 | 162.2 | 166.3 | 170.0 | 173.4] 98.4| 100.8 | 100.8 | 100.9 | 1011 101.2 | 10L.+ | 10L+4
Restofthe world_ .. __..._..__........._________. 17,8 20,5 21,0 20,7| 2n2( 24.2| 23.7| 242 7.6 8.1 8,4 8.1 8.1 8.9 8.1 7.1

» Preliminary. See footnotes on p. 7.

HISTORICAL STATISTICS

The national income and product data for 1929-72 are in The
National Income and Product Accounts of the United States, 1929-74:
Statistical Tables (available for $4.95, SN 003-010-00052-9, from
Commerce Department District Offices or the Superintendent of

Documents; see addresses inside front cover). Data for 1973, 1974,
1975, and 1975-78 are in the July 1976, 1977, 1978, and 1979
issues of the SUrVEY, respectively.




October 1979 SURVEY OF CURRENT BUSINESS 11
1978 1979 1978 1979
1977 | 1978 | X | I | IV 1 Im | 1x» 1977 | 1978 | II | IH | 1V I I | III»
]
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of dollars Billions of dollars
Table 4.—Relation of Gross National Product, Net National Table 6.—Net National Product and National Income by Sector in
Product, National Income, and Personal Income (1.9) Current and Constant Dollars (1 11, 1.12)
Grose national product____.__. 1,899, 5(2,127, 6/2,104, 2(2, 159, 6|2, 235, 2|2, 202, 1|2, 329, 8(2,391. 5 Net national product._____ 1,704, 1|1, 910, 7|1, 889, 8|1, 940, 0|2, 010. 6|2, 062, 2/2, 090, 82, 143, 9
Less: Capital consumption Net domestic product...._.____ 1,686, 31,890, 1|1, 868, 811, 919, 31, 989. 4|2, 038, 12, 067, 2(2, 119, 7
allowances with J )
capital  cousump- _ Business_ .- ... 1,413.5'1, 590. 911, 573.1(1, 618.1(1, 680. 4{1, 721. 5|1, 745. 6|1, 792. 1
tion adjustment.__._ 195.4| 216.9] 214.4| 219.6] 224.6] 229.9; 239.0| 247.6 -1, 371, 1!1, 534. 81, 527.011,571. 1|1, 629. 0,1, 667. 311,693, 1] ... ____
Capital consumption 4.9, 43.8| 43.8; 43.1] 47.3} 53.6| 53.8) 50.5
allowances without Statlstlcal discrepancy. ... 7.5 3.3 2.3 3.9 4.1 6 —13|. ..
capital  consump- Households and institutions. 62,61 69.6/ 689 70.3] 72.1| 74.8 75.8 7.9
tion adjustment.___. 157.4| 172.0| 170.9| 173.2| 176.5| 180.1] 186.4| 189.0 Government.._._..._._____ 210.1| 229.6{ 226.8| 231.0[ 237.0| 241.8| 245.8| 249.7
Less: Capital con-
sumption  adjust- . Restoftheworld_.__._________ 17.8| 20,5 21,0 207} 21,2 24,2 23,7 24,2
ment ... —38.0] —44.9| —43.5| —46.4 —48.C, ~49.7| —52.5| —58.6
National income_________ 1,525. 81,724, 3|1, 703, 9(1, 752, 51, 820, 0|1, 869, 0(1,897.9{ . ______
Equals: Net national product__|1,704,1|1,910.7(1,889.8 1,940, 0(2, 010, 6(2, 062, 22, 090, 8(2,143. 9
Domestic income_______.______ 1,508.0/1,703,8(1,682,9|1,731.8(1,798,8|1,844,9|1,874,3|______.
Less: Indirect business tax . ]
and nontax liability...| 165.1[ 178.1| 179.3| 177.2| 182.1| 184.8| 186.9 191.2 Business. ... 1,235.2:1,404. 6|1, 387. 1|1, 430. 5|1, 489. 8(1, 528. 3|1, 552. 7} .____.
Busmess transfer pay- Nonfarm 711,361, 311, 344. 31, 388. 6|1, 441.9(1,476.7(1, 500. 9| .. __ ...
_________________ 8.7 921 90 92 95 9.6 9.9 103 Farm.________.._......__. . 43.3| 42.8]  41.9]  47.9] 16| 51.8 8.1
~%tatlstlcal discrepancy .. 7.5 3.3 2.3 39 4.1 6 —L3|....... Households and institutions.| 62.6/ 69.6| 68.9| 70.3] 72.1] 74.8| 75.8 7.9
Government.._..._.__._.._. 210.1| 229.6| 226.8| 231.0 237.0| 241.8| 245.8] 219.7
Plus: Subsidlies t_1ess currcn% Rest of th 1d 17.8| 20.5| 21
surplus of governmen est of the world..___.___.____ . . L0 20,7 21,2 24.2) 23,7 24,2
entgrpriseg ____________ 3.1 4.2 4. 6 2.8 5.1 18 2.6 3.4
Equals: National income...... 1,525, 8(1,724. 31,703, 9|1, 752, 5/1,820, 01,869, 0|1,897. 8/ ____.__ Billions of 1972 dollars
Less: Corporate profits with
inventory valuation ! 1,211.2)1, 266. 7)1, 263, 0|1, 274, 4|1, 292, 9|1, 296, 1{1, 286, 0|1, 293. 3
imd c&apltaél cm]1:%“1“)- 150.0| 16 169.4/ 175.2 184,8| 178.9) 176.6 3
ion adjustments 50. 7.7 5 75.2 3 78. ¢ T6.6)______ 1, 203. 6|1, 258, 5|1, 254, .3 . ., 278.0 3
Net intcrjest 04.0! 100.5| 106.8| 1119 117.6| 122.6 125.6| 130.8 ’ +258.51,254. 61, 266, 31, 284. 8|1, 287. 21, 278. 0/1, 286..2
Contributions f _ . 1,014.4(1,065.0(1,061. 411, 072, 2|1, 090. 3(1, 092. 4{1,82. 8(1, 090. 1
insurance . 1425 164.1| 162.6i 165.7| 170.0| 184.6| 187.7} 1910 980. 5|1, 036.7|1, 033. 3|1, 045. 5.1, 063. 7|1, 067. 9|1, 057. 8| ... _
Wage accruals less dis- . 25.2] 24.9] 24.9) 2437 24.0{ 24.1| 257 25.3
hursements_ - —......-. 0 200 -5 -4 Jq =9 =1 8.7 3.4 32 24 27 4 =8l
- G ¢t " Iéouseholds émd institutions. 112.% 123.8 43.4| 43,9 44.1| 44.4| 447 455
us: Governmen ransfer ~ _— overnment.________________ 7. 9. 49. 50. 30, 5 A , 6
*payments to persons..| 199.6] 214.9| 200.8| 210.1) 222.3| 227.7 233.7| 250.7 ver ! 149.8) 150.21 150.4) 150.4) 150.5 150.6
Personal interest in-
po 1r7| 163.3 150.4) 1672 1743 i 1856 193¢ Retortheworld......... Te &L 84 &1 &1L &5 &1 71
Net interest. . 04.0/ 109.5 106.8| 111.9 117.6; 122.6 125.6| 130.8 National income._.___.__ 1,070, 2(1,124, 4|1, 121, 8{1, 131, 9|1, 148, 5(1, 153,2|1, 145, 8/ .. ___..
Interest Qcaltd by gov-
ernment to persons income______________ . X X . . . | I
o busincssr.) _______ 3.8 0.8 49 511 5.1 s5.00 8.3 s9.4 Domestic income. 1,062,6)1,116,2(1,113, 41,123, 8]1, 140, 411,144, 4]1,137,7
Less: interest received . - Business.......__....__. 873.4 922.7| 920.2| 929.7| 945.9| 949.5| 042.5( . _.._.
. lgy g(}vcmglgnt. PR 25,8 30.7| 30.3 3.4 324 343 354 371 Nonfarm, 846. 6 396.6 893.6| 903. 6 920.1| 923.6 ) B
nterest paid by con- R el . _ Farm_____.. ____.____ 26.9) 26.7| 26.7; 25.8| 25. 25.9 .2
sumers to business..| 29.3] 348/ 340 356 37.1 3.7 30 405 Households and institu P50 50 iv4 avo ixa| s 5.5
Dividends. ... _...... 42.1) 47.2| 46.0| 47.8| 49.7| 51.5| 352.3| 52.8 Government... ... ... 147.0| 149.9| 149.8| 150.2| 150.4| 150.4 150. 6
Business transfer pay- ; ]
ments.. ... 87 92 9.0, 92 95 96 99 103 Regtofthe world .._...._.__. 7.6 81 84| 81 81 89 81 71
Equals: Personal income. - .__|1,531.6/1,717.4(1,689. 3|1, 742, 5/1,803,1|1, 852, 6|1, 892. 5(1,943,4
» Preliminary.

Table

5.—Relation of Gross National Product, Net National

Product, and National Income in Constant Dollars (1.10)

[Bxlhom of 1972 dollars]

Gross national product

Less: Capital  consumption
allowances with capi-
tal consumption ad-
justment_______._.__..

Eguals: Net national product. .

Less: Indirect business tax
and nontax liability
plus business transfer
payments less subsi-
dies plus current sur-
plus of government
enterprises. ... _..__.__

Residual !

Equals: National income

1,340.5

129.3
1,211.2

132.3
8.7
1,070, 2

1,399.2

182.5
1,266.7

138.9
3.4
1,124, 4

1,395.2

132.2
1,263.0

138.0
3.2
1,121.8

1,407.3

132.9
1,274.4

140. 2|
2.4
1,131.9

1,426,6

133.6
1,292,9

141.8
2.7
1,148,5

1,430.6

134.5
1,296,1

142.5
.4
1,153.2

1,422,3

136.3
1,286.0

141.0
—.8
1,145.8

137.5
1,293,3

1. Equals GNP in constant dollars measured as the sum of final products less GNP in con-
stant dollars measured as the sum of gross product by industry. The quarterly estimates are
obtained by interpolating the annual estimates with the statistical discrepancy deflated by
the implicit price deflator for gross domestic business product.

NotTE.-——Table 6: The industry classification within the business sector is on an establish-
ment basis and is based on the 1972 Standard Industrial Classification.

Footnotes for tables2and 3.

1. Equals GNP in constant dollars measured as the sum of final products less GNP in con-
stant dollars measured as the sum of gross product by industry. The quarterly estimates are
obtained by interpolating the annual estimates with the statistical discrepancy deflated by
the implicit price deflator for gross domestic business product.

2. Held constant at level of previous quarter.

Not1e.—Table 2: “Final sales” is classified as durable or nondurable by type of product.
“Change in business inventories’’ is classified as follows: For manufacturing, by the type of
product produced by the establishment holding the inventory; for trade, by the type of pro-
duct sold by the establishment holding the inventory; for construction, durable; and for other
industries, nondurable.

Table 3: The industry classification within the business sector is on an establishment basis
and is based on the 1972 Standard Industrial Classification.
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1978 1979 1978 1979
1977 | 1978 I i | IV I II T » 1977 | 1978 II 111 v I II Il »
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of dollars Billions of dollars
Table 7.—National Income by Type of Income (1.13) Table 8.—Gross Domestic Product of Corporate Business—Con.
. . | Corporate profits with in-
National income...______ 1,525, 8|1, 724, 3|1,703, 9|1, 752, 5.1, 820, 0(1, 869, 0(1,897,9|_______ ventory valuation and
capital consumption
Compensation of employees.___|1,156, 9|1, 304, 5|1, 288, 2(1,321. 1|1, 364. 8|1, 411, 2|1, 439, 7|1, 471.8 adjustments _—-| 140.1| 157.5| 158.4] 165.1| 175.3| 167.0
Profits before tax._. 167. 3| 195.8 196.1| 20L.9| 217.8 221.4
Wages and salaries___.___.__ 984.0(1,103. 5(1,090. 0{1,117. 4'1,154. 7|1, 189. 4|1, 211. 5|1, 237. 0 Profits tax liabili 72.6] 84.5| 84.7] 87.5] 05.1 0.3
Government and govern- : Profits aftertax_______| 94.7| 11L.3| 111.4] 114.4| 1228 130.1
ment enterprises. 201.3| 218.0( 215.3] 219.2] 225.1| 228.1| 23L2 234.5 Dividends__...._.____ 37.4] 42,1 40.2) 43.1 4.8 46.8

ther... . . ... 782.7| 885.5] 874.6) 898.11 920.6] 061.3| 080.3(1,002.5 Undistributed prof-

Supplements to wages and {7 S 57,2 69.2 712 7.3 78.0 83.3
salaries........__........ 172.9] 201.0{ 108.3) 203.7| 210.1] 221.8| 228.2| 234.8 Inventory valuation ad-

Employer contributions for justment_______________ —15.2} —25.2| —25.1] —23,0| ~28.8| —39.9
social insurance......_... 81.2) 94.6[ 93.6f 95.5 98.2| 105.8| 107.9| 109.9 Capital  consumption

Other labor income........ OL 8l 106.5] 104.7 108.2] 111.9| 116.0] 120.3| 124.9 adjusiment___.
Net interest...._

-] —12.0| —13.1] ~12.6] —13.8| —13.8| —14.5
[ 9.0 9.0 8.8 9.1 9.4 9.8

Proprietors’ income with in-

e b o - oo s
tal consumption adjust- : 1 4
ments___..__________._..___ 100.2| 116.8] 115.0] 117.4) 125.7| 1290 1293 128.6 business'.___.___..____.| 581 650 640/ 66,0/ 681} 682 69.0_....._
N . Gross domestic product
l‘arm..:.;._;.‘......_...._... 19.6( 27.7) 27.7| 26.1. 3L3| 34.2] 33.7 20.7 of nonfinancial cor-

Prlgll‘);érc&gg ‘!,glcg;rtlloo ;";31 porate business_.._____}1,106,3|1,246,9(1,236. 5|1, 267, 9(1,314, 1|1, 346. 4|1,370,4| . .__.._
justmgnt and \tvithogt . : Capital cgﬂsgg;xtmo%na‘llll%‘;)
capital consumption ad- I ances withe cons - N .

Cjusptn;ent ______ p ______ i 21.0 326! 32,5 31.1  36.4 39.3 3v.0 350 tion adjustment ... ... 116.0| 126.9) 125.8| 128.2] 130.5| 133.4| 138.4 143.1
‘apital consumption ad- : e pr 990. 3{1,120. 0|1, 110. 81, 139, 7(1, 183, 5|1, 213. 0|1, 232.0|. .. -...
justment. .. —430 a9l —s9] —50 —5.1) =51 =53 —53 heomesticproduct ... ...

No)nfarm_.__; S 80.5{ 89.1| 8.3 9.3, 94.4{ 94.8 95.5] 98.9 nontax liability plus busi-

Proprietors . ness transfer payments .
out inventory valuatio . less subsidies 107.8| 117.2] 117.4] 117.5| 120.7| 122.8| 124.2] 1275
and capital ~consump- Domestic income - 882.5(1,002.7 993.4|1,022.2(1,062. 8]1, 090. 21, 107. 8| .- .-
tion adjustments._______ 819 92.2[ 90.1 94.5 U85 99.8] 100.5| 105.2 ( )ompm salion

Inventory valuation ad- i loyvees. 732,6] 834.7| 824.6| 846.5| 876.5| 010.0| 928.4] 948.9
justment_ ... _.____. -L3 -21 -2.0; —-20; —24] -3.1] -25 —2.9 w.rfggs and salaries.. ... 615.3| 697.8| 0680.5| 707.6| 733.0| 758.3| 7725] 788.6

Capital consumption ad- i B Sﬁbplemonts to “‘?5&;’
justment........_____ -1 ~L0 -8 —-L1 —L6 -L9y —235 =3.1 and salaries.. .| 117.3| 137.0/ 135.1) 138.9| 143.6| 151.7| 155.9] 160.3

Corporate profits with in-
ventory valuation and
capital consumption

Rental income of persons with
capital consumption ad-

justment___.______________ 24,70 259 24,4 26,81 271 27.3| 26.8] 26,5 adjustments. ... 128.3 1?(7) o 135.1 } 4;3, 8
. . ol & - - - Prufits before tax__ 166.1| 167.3| 171.3| 185.7
gg;%?a}llllccglﬁlsedﬁﬁﬁb s 44.2|  49.3| 473 50.9 521 53.00 5411 559 Profits tax liability g§ 3 f;g g 1;7)}) flz . 6 7. g
. > v . Ji. 3 i,
Justment. .o —10.5] —28.4| —22.9] —24.1 —25.0| —25.7| —27.3| —20.5 Profits after tax. .- as| 400 428 441
Corporate profits with inven- ; Undistributed prof- ) 55.51 5171 s7.3 637
tory valuation and capital Inve ;ts'-;j'l""t:""a" . : : . )
consumption adjustments_.| 150.0| 167.7| 169,4| 175.2- 184,8| 178,9; 176,6/______. "]:]:'t‘ n?:z"“‘m"’"ﬂ —15.2] —925.2) —v5.1| ~23.0| —98.8
Corporate profits with in- Capital  consumption | - —12.1] — _
ventory valuation adjust- : ‘ . adjustment.__.____ s T e T
ment anc{ with(;)ut capital | i Net interest. ..o o . - . —
consumption adjustment..| 162.0| 180.8 182.0{ 189.0] 198.6] 193.3| 191.3 i ¢
Profits before tax......... 177.1] 206.0| 2072 212.0| 227.4| 233.3| 27| Billions of 1972 dollars
Profits tax liability____ 72.6 84.5] 84.7| 87.5 95.1 01.3 88.7 Gross domestic product
Profits after tax_ . o] 104.5| 121.5) 122.4 124.6] 132.3; 142,0; 139.3|. of nonfinancial cor-
Eir‘;iii%m(liﬁit‘é&”"b" 42.1) 47.2] "46.0| 47.8 49.7] 5L5 52.3 porate business. ... - 770.7| 818.7| 817.1 826.3| 841.4[ 846.6| 8410 .. ___.
ro- N
fits__...____._ Ml e2a| s 764 76.8‘ 82.6 90.5] 870 ____.. Capital c,glnsumxl)t{on allow-
Inventory valuation ad- ances with eapital consump- = - R B .
,-UStme,’{t ______________ —15.2| —25.2| —25.1] —23.0 —28.81 —39.0] —36.6| —10.8 tion adjustment.. - —......| 76.9| 78.4[ 782 786 789 7.3 80.2] 80.%8
Capital consumption ad- , Net domestic produet.. ... 693.8| 740.3) 738.9| 747.7| 762.6] 767.3 760.8\....__.
justment.._.______________| —12.0] —13.1 —12.6| —13.8' —13.8] —14.3] —14.7] —17.6 ndirect_business {3 aiid
- i ax liability plus busi-
Net interest _..__..._____.._... 91,0 1095 1068 1119, 176 1226 125.6| 130.8 o ramater hayments | ( ol wal earl orsl oLs
‘ less subsidies S ose7l 9o 8wyl oLl 2.4 937 93 9L
Addenda:  brofits with i Domestio meom 607.1| 640.7| 0649.0 0656.6| 670.2| 673.6| 669.5|-.._..
orporate profits with in- i -
ven;tt)liy valuation andd Dollars
capital consumption a : C t-dollar cost per -
justments _--| 150.0| 167.7 178.9| 176.6 urren 8
Profits tax Hability ... 72.6| 845 o3 887 unit of constant-dollar

gross domestic pro-
duct? ...} 1,436 1,523 1,513| 1,534] 1.562} 1,590 1,629|... . __

Capital consumption allow-

Profits after tax with inven-
tory valuation and capital
consumption adjustments.| 77.3| 83.

Dividends__.____________ 42.1| 47,

47.8° 0.7 5150 52.8] 52.8 ances with capital consump-

84, g 87.8°  89.8| 87.6f 88.0

““““ nontax liability plus busi-
11¢8S transfer paynmnls
less subsidies
Table 8.—Gross i s =

>ross Domestic Product of Corporate Business (1.15, 7.8) Iomestic income

:;_:z,—:—:—r_—l__;--- s ST o ) v omanm Compensation o020l 1009l 1.o2a| 1o0s2| 1o7sl 1104
' v 95 . - .02 . .07 L1040 oo
Gross domestic product DO e profits with e S

< | C rate profits with in-
of corporate business... |1, 164, 51, 311 9/1, 300, 5 1,333.9),1,382.2 l,4l4.6l1,439,4[ _______ O entory vatuation and
i

i i -api d tion ! . )
Capital consumption allow- ! i ! (l(ifl‘lllts?lm(‘(n?slsump _____ s .157] .10] .1e3] .171| .161] L1s9f.......
ances with capital consump- i Profits tax liabi 77| .084 L0850 .086] .093] .08 .085..._...

tion adjustment.________._ 1213 132.9| 1317 134.3| 136.8 13‘.).!;% 115.1\ 150. 1 Profits alter tax with
| ventory valuation and

Un@istrjbuted profits ) i tion adjustment .. ______.._. 151 155 L 154 155 155 158 165
m)tr? Qﬁﬁ“&ﬁﬂa&‘ﬁ , ' Net domestic produet____.____| 1.285| 1.368| 1.359] 1.370| 1.407| 1.433] 1.465......-
sumption adjustments_| 35.2| 36.0 387 40.0 0.1 36.1] :ﬁ.6| Tndireet business tax and
. .

i
.140| . 143| . 144! L142| 143 (145 148 ..
1145 1.225( 1.216| 1.237| 1.263; 1.288| 1.317.......

Net domestic product...__...._|1,043. 11,178, 9|1, 168. 91,199, 6|1, 245. 4 L'—’T-LTII,Q!H. k| P \apits mption :
Indirect business tax and . _ i ’ i Llrl‘]I])llltS‘:!n)((\’\‘igsqu _____ co74l L0783 .or4. .o77| .0m|  .o72
nontax liability plus busi- ! Not in1erest . o oo J0430  .048| .047; .040] .030] .032

ness transfer payments .

1
133. 8| 135.4! 159.2

I)less sttl.bs.idics. - 7.2 127.6| 127.7; 128.0j 13L.6 Prel
omestic Income____________ 925,911, 051.31,041. 2/1,071. 6,1, 113. 8[1, 140, ¢'1, 158. 91 _ . ____ » Preliminary. . . . : : 3: i
Compensation of employ- ! | 8 , 1. Consists of the following industries: Banking; credit agencies other than ba.nka,.se(.tuuty,
008 | 77e.9] 8849 873.9] 897.41 920.1] 9641  ust. o)1, 006, commodity brokers and services; insurance carriers; regulated investment companies; small
Wages and salaries_.____. 651.9] 739.0° 730.1| T49. .-',! TT6.21 802.7i 81T.0! 833.5 business investment companies; and real estate investment ‘trusts‘ . .
Supplements to wages ! ’ ; i 2. Equals the deflator for gross domestic prodiict of nonfinancial corporate business with
and salaries__._______ 125.0] 145.9; 143.8] 148. 0| 152.9] 1614, 166.0{ 170.8  the decimal point shifted two places to the left.
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Table 9.—Auto OQutput in Current and Constant Dollars (1 16, 1.17)

Table 10.—Personal Income and Its Disposition (2.1)

Auto output.........._.. 72,3} 77.5| 79.6 [ 75,8 | 80,6 | 843 | 7.5 73.5
Finalsales...._ .. .. _..... 71,2 | 76,7 | 80,0 | 78.1 78.3 | 84.6 ] 76,1 78.1
Personal consumption ex-
penditures_ . .. ....... 6.7 ] 680 70.2|68.9| 70.6 | 74.0| 08.2 68.5
New autos 46,2 1 50.3 | 53.0( 50.4 | 5L3| 355 | 49.5 5L7
\et purchascs of used
15.5 1.7 17.2 | 18.5 19.3 18.5 18.7 16.7
t 12,5 14.2 14.7 | 14.8 1 13.9 14.2 12,3 11.2
Newautos ___._._____..__. 19.1 22,1 22,5233 225 239| 2L3 23.5
Net purchases of used
autos._._..._ —6.6{ —7.9{ —7.8(-8.5| —86 | —9.8 | —=9.2 —9.2
Net exports. ~-3.6| —=6.1| —5.6 |—6.3 | —6.8 | —4.2 | —4.9 [ —5.2
Exports._____._. 7.0 7.6 .5 7.8 8.0 9.4 9.9 10.0
Imports 10.7 13.7 13.1 | 14.1 14.8 13.6 14.8 15.2
Government purchases of
goods and services....... .6 N .6 .6 .6 .6 .6 N
Change in business inventor-
ies of new and used autos.._ L1 T -4 =23 2,2 -.3 1,5 —4.6
NeW. oo 1.3 .9 -9 |—2.4 2.9 -6 2.3 —41.8
Used- oo ooocciiicicae -2] =1 4|0 -7 3 -9 .1
Addenda:
Domestic ouiput of new ' ;
AUEOS 1meo e oo aneen 59.5 | 63.6| 648|627 6731 718 sy L4
Sales ofimported new autos2.| 15.0 | 16.4 | 16.4 i 16.8 | 17.0 | 19.5 19.5 18.9
! i

Billions of 1972 dollars

] ] ]
Autooutput....._______. 55,2 | 54,91 56.8 ! 53.0] 56.3[ 58.1' 52,9 18.9

Finalsales_._________..__._.__ 54,2 | 54,6 57.6 | 54.8 l 54.8 | 57.8 ‘ 51.3 52,2
Personal consumption ex-
penditures__.___________ 44.4 1 45,41 47.6 1 45.2 | 45.9 | 47.1 | 425 42,6
New aulos ..._....__.__... 3.9 | 36.3: 38.7(85%9| 36.4| 3831 33.3 310
\'et purchases of used
W08, e 8.5 9.1 89| 9.3 9.5 8.7 9.2 8.6
l’rod\uors “durable equip-
ment.._ ... . 10.8 | 11.2 11.6 | 1L.5 1.0 | 1.2 9.3 10,2
Newautos. ... _____..__. 14.8 15.9 16.4 | 16.5 15.9 16.5 144 15. 4
Net purchases of used
A0S ecaies —4,0 | —4.7 | —4.8 |=35.0 | =5.0 | —5.4 | —5.1 5.2
Net exports. —1.5| —2.4) =22 |-2.4 | =26 —.9 —-.8 -9
Exports. 5.4 5ed %) 5.6 5.6 6.5 6.6 6.6
Imporis. ... _..___._.__ 6.9 7.8 7.6 7.9 8.2 7.4 7.5 7.5
Governmeni purchases of
goods and services...._.. 1 ) ) .5 .4 .4 4 4
Change in business inventor- .
ies of new and used autos.| 1.0 3 =7 |-L8 ! 1.6 A L6 34
NOW oo L1, .4 —Lol-18i 20| .2. 20f -3
Used..oooooomaie. -1 =1 .30 : —4 21 =5 .1
Addenda: | !
Domestic outpul of new i
AUIOS Yoo 4.3 46.0] 4n3lad6] 47| 06| 11.2] 102
Sales of imported new autos®.| 117 | 11.8 | 12,0 ! 1LY 121 ) 13.4 | 13.1 12,4
i

» Preliminary.

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

2. Consists of personal consumption expenditures, producers’ durable equipment. and
gov, ‘ernment purchases.

3. Consists of agriculture, forestry, and (isherics: mining; construction; andmanufacmrmg

4. Consists of transportation: communieation; electric, gas, and sanitary services; and trade.

5. Consists of finance, insurance, and real estate: services; and rest of the world.

NOTE.——Table 19: The indusiry classification of wage and salary disbursements and pro-
prietors’ income is on an establishment basis and is based on the 1972 Standard Tndustrial
Classification.

1977
Personal income._..__.__ 1,531.6
Wage and salary disburse-
ments__ . _._.._.._.....___ 984,0
Commodity- Droducmg in-
dustries 3 343.1
Manufacturing. - | 266.0
Distributive industries+.. 239, 1[
Service industries 5..._...... 200. 5
Government and govern-
ment enterprises..____.._. 201.3
Other labor income___..___.. .| 91.8
Proprietors’ income with in-
ventory valuation and cap-
ital consumption adjust-
ments._...____._._...._... 100, 2
Farm.__._. ... ... ... 19.6
Nonfarm. .. ._.........._.... 80.5
Rental income of persons with
capital consumption adjust-
ment.. . ... ... 24,7
Dividends............_...._... 42,1
Personal interest income...._.| 141.7
Transfer payments.._...._._.._ 208, 4
Old-age, survivors, disabil-
ity, and health insurance
benefits.........._....___. 104.9
Government unemploy-
ment insurance benefits. .. 12,5
Veterans benefits...__.___.__ 13.8
Government employees re-
tirement benefits._.____.__ 29,2
Aid to (amilies with depend-
ent children..........._.... 10.6
Othero... ... ... 37.3
Less: Personal contributions
for social insurance. . . 61,3
Less: Personal tax and nontax
payments___.__..__.._ 226, 4
Equals: Disposable personal
income... ......... 1,305, 1
Less: Personal outlays._ . _[1, 240, 2|
Personal consumption ex-
penditures..._.__.._..____ 1,210.0
Interest paid by consumers
tobusiness... ..____._.__. 29.3
Personal transfer payments
to foreigners (net)...._..._. .9
Equals: Personal saving.__..._. 65,0
Addenda s
Disposable personal income:
Total, billions of 1972 ,
dollars. ... _.._....... 929, 5,
Per capita: !
Current dollars... 6,017
1972 dollars._. .. 4,285,
i
opulation (millions).. ... 216, 9!
!
Personal saving as percent- .
age of disposable personal |
ineome.. ..o 5.0’

ll, 7.4

1,103.3

387.4
208.3
209. 4
228.7
217.8

106,5

116, 8

27.7
89.1

25.9)
47.2
163.3
224.1

116.3

9.2
13.9

32,9
10.7
411
69.6
259.0

1,458,4
1,386, 4

1,350.8
34.8

.8

72,0

972.5

(I (I:)
4 449

218. 6!

4.9}

|
|
|

1,689,3
1,090,0

363.4
204, 1
265.9
225.4
215.3

1047

115.0

27.7
87.3

24.4
46,0
159. 4
218,8

112, 4

9.2
13.7

32.5
10.8
40.3
69.0
252.1

1,437.3
1,366.1

1,331.2
34.0
.Y
71,2

966. 1

6,383
4,425

218, 3i

1,742.5.1,803.1
1,116.8]1,154.3
39371 408.6
300.8° 312.7
2725 28L6
2319 230.4
218.7 2247
108,2 1119
17.4) 125.7
2.1 3.3
9.3 4.4
27.1
47.8' 49.7
167.2 1743
zzs.al 2318
119.8 1215
9.0 82
3.7, 141
33,1 34.6

!
10,7, 10.7
2.0 42.6
70,2, 7L8
266.0! 278,2
1,476,5 1,524,8
1, 405, e‘ 1,453.4
1,360.3 1,415. 4
3.6 37.1
'
70,9 7L5
i
i
976.2, 991.5!
i
6,748 6,954
4461 4,522
218. 8 219.3,
i
4.8 4.7|

1,852, ﬁl

1,189, 3
423.0
324.8
291.1.
247. 9
223.0!

116. 0;
1

129.0

34.2
94,8

2.3
515
1810
237.8)

;
|
123.8!

8.7
14.5‘

35. 3
10.7:
44, 3}
78.7-

280, 4

1,892, 5

1,943, 4

1,212 4[1 237.1

431.

7
5
. 8
8
1
120,3

129,3

33.7
95.5

26,8
52,3
187.6
243, si

W
Lol
het B ok o

o
00

e

290,7

437.8
33L.6
303.8
260, 9
234.6

1249

26.5
52,8
193.6
261.0

138.9

9.7
4.4

38.0
10.7
49.4
81.1

306.4

1,572,21,601,7,1,636.9
1,493,0 1,515, 8|1, 570.0

1,454.2 1,475, 0|1'528. 6

37.7
L1
79.2

996, 6

7,157
4, 53('»_

219.7,

30.0|
.9,
85.9

993.0'

7,275

4,510
220.2

40.5
.9
66.9

990. 3
7,416
4,487

220.7

4.1
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1978 1979 1978 1979
1977 1978 1I | III1 { v I II III » 1977 1978 II III v I I II»
Seansonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of current dollars Billions of 1972 dollars
Table 11.—Personal Consumption Expenditures by Major Type of Produet in Current and Constant Dollars (2.3, 2.4)
Personal consumption expenditures_______.__. 1,210,0 (1,350.8 [1,331.2 |1,369,3 [1,415.4 |1,454,2 |1,475,9 [1,528,6 | 861.7 | 900.8 | 894.8 | 905.3 | 920,3 | 921.8 | 915.0 | 924.8
Durablegoods. _____ ... ____ ... 178,8 | 200,3 | 200,3 { 203,5 | 212,1 213,8 | 208,7 | 213,7| 138,2 | 146,7 | 147.8 | M7.5 | 152,1 | 150,2 | 144,8 | 147.0
Motor vehicles and parts_ ... _____._ 81.6 91.2 93.5 92.4 94.9 97.7 89.1 | 80.8 60.2 62.7 65.0 62.4 63.7 64.0 57.1 57.1
Furniture and household equipment. 70.9 77.6 76.5 78.9 82.7 82.1 812 88.2 57.3 60.3 59.7 60.9 62.9 61.4 62. 4 64.8
Other. oo 26.3 3L.5 30.4 32.2 34.5 34.0 35,4 35.7 20.8 23.7 23.1 24.2 25.5 24.8 24, 4 25.0
Nondurable goods. ... . ... 481,3 | 530.6 | 521,8 | 536.7 | 558,1( 571.1 [ 58L.2| 6025 332,7| 343.3 | 339.4 | 344,7 | 3519 | 348,1 | 344,1 | 346.6
Food.. i | 246.7 | 2717 | 267.7 | 274.5 | 283.9 | 2929 | 296.7 | 302.0[ 166.5 | 167.1 165.5 166.6 | 168.6 | 167.2 | 166.7 168.3
Clothing a ] 82.4 91.2 89.9 92.7 96.8 95.5 96,9 99. 3 67.4 72.7 71.5 73.8 76.4 75.0 719 76.3
Gasolineand oil _.______....... | 46.7 50.9 49.0 51.5 55.0 58.4 "0 2 70.3 26.8 28.0 27.5 28.3 20.1 29,1 26,1 26.5
Fueloiland coal..._..._..__._. -.-f 131 14.0 14.4 13.4 13.6 15.4 7.2 20.5 5.5 5.5 5.7 5.3 5.2 5.5 5.3 5.2
Other. - e 92.5 102.9 | 100.8 | 104.7 | 108.9 108.9 110 21 110.5 66.5 70.0 69.2 70.7 72.6 712 710 70.4
Services. .- 549,8 | 619.8 | 609.1 629.1 645,1 | 669.3 686,0 | 712,4 390.8 | 410,8 | 407.6 | 413.1 | 416,3 | 423,5 | 426.1 431,2
HoOuSINg . e 187.3 | 212.2 | 209.0 | 215.0 | 222.1 ] 229.5 | 236.3 | 245.0| 142.5 | 150.8 | 149.9 | 151.7 | 153.7 | 156.4 | 158.6 | 160.5
Household operation._ . . 91.4 88.9 92.5 93.7 99.1 99. 7 1(_}‘. 5 55.7 58.6 57.4 58.4 59.1 61.6 60.7 61.5
Electricity and gas.._ 42.6 40.8 : 42.8 43.4 47.7 47,3 :_)0. 8 22.5 23.2 22.2 22.7 23.2 25.2 23.8 24.0
48.8 48.1 49.7 50.3 51.4 52.5 53.8 33.1 35.4 35.2 35.7 35.9 36.4 36.9 374
49.2 48.6 49.7 50.8 52.9 5.5 56.9 30.5 32.5 32.4 32.7 33.0 33.6 33.9 34. 4
267.1 | 262.6 | 271.9 | 278.5| 287.8 | 2955 | 306.0| 162.1 168.9 167.9 170.2 | 170.5 171.9 172.9 | 1747
1978 1979 1978 l 1979
1977 | 1978 | II II1 v 1 Il | III» 1977 | 1978 i Il I v I IT | ITI»
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of dollars Billions of dollars
Table 12.~Federal Government Recelpts and Expenditures (3.2) Table 13.—State and Local Government Receipts and
= — = — Expenditures (3.4)
Receipts. ... . ... 375.4| 432.1] 424,8| 442,1| 463,5) 475,0| 485.8|.._...
PeIrsonal t?x and nontax receipts. __.__| 169.6] 194.9| 188.8] 200.9] 211.0| 213.0| 223.4| 235.0 Receipts... . 298.8 |331,0 (330.5 |331.8 [342.6 (343.9 1345.9 | ...
ncome taxes..______________.___ 162. 3| 189.4| 183.4] 195.6| 205.4| 207.4| 217. 8| 229.4 -
Estate anci( gift taxes__ 7.2 538 5.2 3,1 ?, 4 % 4 é 4| 5.4  Personal tax and nontax receipts. 56.8 | 64.1 | 63.3 | 65.0 | 67.2 | 67.3 | 67.3 | 71.4
Nontaxes..........ooooooo T 2 9 2 2 2 2 2 2 Income taxes -1 30.9 | 355 |352]36.0|37.3365|356( 889
Nontaxes_.....-..-. 18.5 1 20.8 | 20.4 | 21,1 | 21,9 | 22.7 | 23.4 24.1
Corporate profits tax accruals_____.__. 6L.8| 72.00 72.2] 74.6| 82| 7.2 79| ... Other...oo .| 74| 78 7.7| 7.9 80| 82| 83| 84
Indirect business tax and nontax ac- Corporate profits tax accruals.__..___. 10,9 | 12.5 12,5 ] 120 (13,9 j 141 | 13.7 [......
cruals 25.1) 28.1] 28.0( 28,4} 20.3) 29.4) 29.9] 30.3 3 )
Excise taxes. . 17.6) 18.4| 18.50 18.5 18.9! 18.9| 19.3| 19.4  Indirect business tax and nontax ac- R _
Customs duties 54/ 7.1 7.1 7.8 T.6] 7.5 7.5 7.5 eruals_ . __—._.....__.[140.0 |150.0 (151.3 |148.8 |152.8 |155.5 157.0 | 160.9
Nontaxes__..__._______.__._________.__ 2.1 2.6/ 25| 2.6 28] 3.0 3.2 3.4 Sales taxes _-1 63917131705 723|74.8]76.1176.2, 789
} 62,4 | 63,2 | 65.5 | 60.8 | 61.9 | 62.8 G§. 7 6:1'. g
Contributions for social insurance_..__| 118.9| 137.0| 135.8] 138.2 142.0| 155.5] 157.5 160.1 13.7 { 15,5 1 15,3 | 15.7 | 16.1 | 16.6 | 17.1 | 177
Expenditures. . ._...___.._.._.._ 421.7| 459.8| 449.4| 462.6| 479,7| 486.8| 492,9] 515,3  Contributions for social insurance_..__| 23.6 | 27.1| 26,8 |27.5(280]20.1|30.2 30.9
Purchases of goods and services_.___... 144.4| 152. 6] 148.2| 152.3| 159.0 163.6 161.7| 162.5  Federal grants-in-aid.____. __.________ 67.5 | 77.3} 76.7 [ 77.6 | 80.7 | 77.8 | 77.7 | 80.7
National defense......._..__ . 98, . 3 5 5
Fom ensation of employees. Expenditures. . _..._.___._____. 271.9 |303.6 [301,0 [309,1 |315.5 |316,3 (326.1 | 333,2
Military.. ... _...... -
Civilian Purchases of goods and services —-{251.8 |283.0 [280.1 |288.6 (294.8 1296.5 304.9 | 813.7
Other. ..o oo Compensation of employees _|143.7 [157.8 [156.1 (159.4 |162.2 {166.3 |170.0 | 173. 4
Other . 108.1 |125.2 1124.0 [129.1 |132.6 |130.2 [135.0 | 140.3
Nondefense___ . ______._____.__....__ -
gct)anpensatlon of employees. Transfer payments to persons.___...._| 30.2 | 33.3 | 33.0 | 33.8 | 34.4 | 35.0 | 35.7 36.4
---------------------------- Net interest paid_ ... —5.0{=7.1 (=70 {=7.3 |~7.6 |~8.3 [=9.0 -10.1
Tk”ia‘nsfer payments____.___..._________ Interest pali)d 13.9 [ 15.0 | 14.9 | 15.1 | 15.4 [ 15.7 | 15.8 | 15.9
0 persons.._..___...___ Less: Interest received by govern-
To foreigners ¢ Fre T L . 18.9 1 22,1 | 21.9 | 22.5 | 23.0 | 24.0 | 24.8 | 26.0
Grants-in-aid to State and local Subsidies less current surplus of gov- -
governments___________...____...__. 67.5| 77.3| 76.7| 77.6| 80.7| 77.8] 77.7| 80.7 ernment enterprises__.-__——_._.___|—5.0 |—=5.5 |-5.2 |-5.6 |—5.8 |[—6.5 [—6.4 | —=7.0
Subsidies .2 .2 .2 .2 .3 .3 .3 .
Net interest paid _.._..____.____.__.._. 20.0( 34.8; 34.0; 35.6| 37.1| 40.0| 42.6| 43.3 Less: Current surplus of government . -
Interest paid___.._.__ - -] 35.4| 43.4| 42.4] 44.6! 46.5 50.4| 53.1] 54.4 CNLCTPIASES - oom oo e mememmmmmme 53| 57| 5.4 58| 61/ 6.8] 6.7 w3
To persons and business -] 20.9) 34.8) 34.0{ 36.0| 36.7| 39.3] 42.6| 43.5
To foreigners_..____.__..___.____.. 5.5 87 84 86 9.8 110/ 10.6 10.9  Less: Wage accruals less dishurse-
Less: Interest received by government.{ 6.4! 8.6; 8.4 0.0/ 9.4/ 10.3; 10.6] 111 OIS e e oomm e e 0 21 0 .3 .4 3| =9 -1
Subsidies less current surplus of Surpl r deficit (—), national
government enterprises. 81 o7l 98 s4 109 83 o0 105 s o et accommin | 26,8 | 27,4 | 20.6 | 22,7 | 271 | 276 | 10,7 | .
%ubsu(llles-"-t,"""f-"f“"_ et 7.5 9.1t 87 84 105 81 83 7.9 93.6 | 23.8 | 25.0 | 26.0
ess: Current surplus of governmen Social i ance funds_ . o oo 19.6 | 23.2 | 23.1 . . D, .
enterprises. ... ~6 —6 —11| o | —4 —g 7| 25 Sogialjnsurance funds.---oo-oo- Y3 ez | 65| =9 33| 26|63
Less: Wage aceruals less disburse-
ments. ... ... ... 0 0 0 2t 0 -2 0 0 » Preliminary.
1. Includes fees for licenses to import petroleun and petroleum produets.
Surplus or deficit (—), national
income and product accounts. _|—46. 3| —27.7) —24. 6| —20. 4| —16. 8| —11.7| —7.0]..___.
Social insurance funds...__.___________ -9.91 —1.4 L5 —-3.7] =14 9.1 7.1 =-3.7
Otherfunds.._...__.______....________ —36.5|—26.3(—26.1|—16.7|—14.9(—20.8|—14.1|._..__
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Table 14.—Foreign T

Product Accounts (4.1)

ransactions in the National Income and

Table 16.—~Inventories

and Final Sales of Business in Current and

Receipts from foreigners.| 175.9 | 207,2 | 205,7 | 213,8 | 224,9 | 239,6 | 244,9 | 267.5
E xports of goods and services..| 175,90 | 207.2 | 205.7 | 213.8 | 224.9 | 238.5 | 243.7 | 266.4
Merchandise.-.............. 119.7 | 140.7 | 139.9 | 145.9 | 154.5 | 163.0 | 166.8 | 186.0
Other_ ... _........___.._____ 56.1 66.5 | 65.8| 67.9 [ 70.4| V5.5 76.9 80.3
Capital grants received by the
United States (net)..........| 0 1] (1] 0 0 L1 L1 1.1
Payment to foreigners_. | 175.9 | 207,2 | 205,7 | 213,8 | 224,9 | 239.6 | 244,9 | 267.5
Imports of goods and services.| 185.8 | 217.5 | 213.3 | 220.6 | 220.4 | 234.4 | 2519 | 27L.7
Merchandise................ 150.6 | 174.9 { 172.0 | 177.2 | 183.1 | 186.0 ;: 200.4 217.8
Other___ ... . .......... 35,2 426 41.3 | 43.4| 46.3 | 48.4 | 51.4 53.9
Transfer payments (net)...._. 4,2 4.6 4.8 4,2 5.1 5.1 4.7 5.1
From persons (net)...... .9 .8 .9 .7 .9 1.1 .9 .9
From government (net).....| 3.2 3.7 3.9 3.5 4.2 4.0 3.9 4.2
Interest paid by government
to foreigners............___.. 5.5 8.7 8.4 8.6 9.8 1L0{ 10.6 10.9
Net foreign investment.______. —19.6 [—23.5 [—20.8 [—19.6 |—19.4 i—-ll. 0|—-22.3 | —-20.2
Table 15.—Gross Saving and Investment (5.1)
Grosssaving____.______. 276,1 | 324,6 | 329,2 | 3327 | 346,9 | 362,2 | 374.3 |.._....
Gross private saving._._________ 295,6 | 324,9 | 324,2 | 330.4 | 336,1 { 345,2 | 360.5 |_.__..__
Personal saving__...__._..__. 65,0 720 | 72| 70.9{ VL5 | 79.2 | 859 66. 9
Undistributed corporate
profits with inventory
valuation and capital
consumption adjust-
ments...____.______._... 35,2 36.0| 387 40.0 | 40.1 | 36.1 | 356 [.eo_o_.
Undistributed profits..__..| 62.4 | 74.3| 76.4 | 76.8 | 82.6 | 90.5 71N ) I PR,
Inventory valuation ad-
justment__._______._.._. —15,2 |—25.2 [-25.1 [—-23,0 |—28.8 |—39.9 |—36.6 | —10.8
Capital consumption ad-
justment_ ... _______ —12.0 |-13.1 [~12.6 (-13.8 |—13.8 |—14.5 |—14.7 | —17.6
Corporate capital consump-
tion allowances with cap-
ital consumption adjust-
ment 121.3 [ 132.9 | 131.7 | 134.3 | 136.8 | 139.9 | 145.1 150.1
Noncorporate c¢
sumption allowances with
capital consumption ad-
justment._._.___..__..__.] T41| 84.0| 827 | 8.2 | 87.7| 8.9 93.9 97.5
Wage accruals less disburse-
ments........._....... ... 0 0 0 ] 0 0 0 0
Government surplus or defi-
cit (—), national income
and product accounts. .. _.. -19.5 | -.3 5.0 23| 10,8 158 | 127 | _...._.
Federal . ..._._........._.._. —46.3 (27,7 [—24.6 |—20.4 {—16,3 [—11.7 | —=7.0 |.......
Stateand local...______.___. 26,81 27,4 20.6 | 2271 27,1 | 20n.61 19,7 {._..___
Capital grants received by the
United States (net)__._____.. 0 ] ] 0 0 11 1.1 1.1
Gross investment____._..| 283,6 | 327.9 | 331.5 | 336.5 | 351,0 | 362.8 | 373.1 379
Gross private domestic invest-
ment_.___ eees ..]303.3 | 351.5 | 352.3 | 356.2 | 370.5 | 373.8 | 395.4 392.1
Net foreign investment.. c.]—19.6 [—23.5 | —20.8 |-19.6 |—19.4 |—11.0 |—22.3 | —20.2
Statistical discrepancy...| 7.5 3.3 2.3 3.9 4.1 6 =13 s

» Preliminary.

1. Tnventories are as of the end of the quarter. The quarter-to-quarter change in inventories
calculated from current-dollar inventories shown in this table is not the current-dollar change
in business inventories (CBI) components of GNP. The former is the difference between two
inventory stocks, cach valued at 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 calcitlated
from this table are at quarterly rates, whereas CBT is stated at annual rates.

2. Quarterly totals at annual

rates.

3. Equals ratio of nonfarm inventories to final sales of husiness. These sales include a small

amount of {inal sales by farms.

NOTE.—Table 16: Tnventories are classified as durable or nondurable as follows: For manu-
facturing, by the type of product produced by the establishment holding the inventory; for
trade, by the type of product sold by the establishment holding the inventory; for construc-
tion, durable; and for other nonfarm industries, nondurable. The industry classification is
baged on the 1972 Standard Tndustrial Classification.

Table 17: The industry classification of compensation of employees, proprietors’ income,
and rental income is on an establishment basis; the industry classification of corporate profits
and net interest is on a company basis. The industry classification of these items is based on
the 1972 Standard Tndustrial Classification.

Nonfarm..__.._.____._.___...
Durable goods.__
Nondurable goods.

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

Wholesale trade.............
Durable goods. ..
Nondurable goods_________

Retail trade..__._._....__._
Durable goods.....
Nondurable goods.........

Ratio of inventories to
final sales

Nonfarm._ ..o
Durable goods..__
Nondurable goods.

Manufacturing.............
Durable goods. .
Nondurable goods.........

Wholesale trade......_._....
Durable goods...
Nondurable goods__.._..._

Retail trade._._......_..__...

Durable goods. ..
Nondurable goods_.____.__

Ratio of inventories to
final sales_. ________.__

Nonfarm3__._______..._.......

onstant Dellars (5.9, 5.10)
.............. 544,7| 563,2) 586.9] 613.4| 635.1) 659,7
.............. 69.0| 71.5) 76.7) 79.8] 8.2 79.7
.............. 475,71 4917 510.2| 533.5| 553.9| 580.0
275.9; 285.2 206.7| 311.2f 324.5| 3341
199.8] 206.5| 213.5| 222.4| 229.4 245.9
.............. 237.0| 245.5| 253.7| 267.4| 277.7| 292.3
153.9| 159.9| 165.8| 175.4] 183.1| 189.7
83.1 85.6 87.9 92, 0! 04. 6] 102.6
.............. 04.2 97.1( 102.0| 106.9f 111. 0] 115.3
- 61.8 63.9 66. 9 69.8 2.4 e
.............. 32.4 33.2 35.1 37.1 38.6 40.9
.............. 08.8| 102.0| 105.4f 107.6| 111.6| 115.7
45.4 46.3 48.4 49,7 52.4 52.7
53.4 55.8 57.1 58. 0] 59. 3. 63. 0
.............. 45.7 47.0 49.1 51.6 53.5 56. 7
.............. 1,761,7|1,817. 6|1, 884, 31,932, 2|1,951.1(2,019,8
.............. L3090 .310{ .311| .317| .325| 327
.............. L2700 .27 . 271 . 276 .284 . 287

Billions of 1972 dollars

.............. 319.8| 322.9| 325,9| 328.9] 333.5| 336,0
.............. 41.0| 412 41.3 41. 4 41.5 41.6
.............. 278.8] 281.7| 284.6, 287.6| 292.0| 204.4
162.5] 164.1| 166.2| 168.9| 172.2| 173.5
116.3] 117.6 118.4 118.7| 119.8| 120.9
S| 134.3] 135.6) 136.3] 138.4| 141.1] 142.4
- 87.8 88.9 89,5 91.5 93.5 94, 4
______________ 46.5| 46,7 46.7| 47.0] 47.6[ 48.0
.............. 56.3 56.8 58.2 59.3 59. 4 60. 6
- 38.0 38.4 39.4 39.9 39.8 40.6
.............. 18. 4 18.4 18.9 19.3 19.6 20.0
.............. 63.5 64.4 64.8 64. 4 65. 8 65.5
- 28.6 28.5 29. 0) 29.2 30.5 2?. 9
.............. 35.0 35.8 35.7 35.2 35.3 35.6
______________ 2.7 24.9 25.3 25.5 25.7 25.8
.............. 1,178,0|1, 192, 9|1, 212, 0|1, 214, 6|1, 200, 9(1, 217. 6
.............. .271 J271|  .269)  .271)  ,278 . 276
....... .237 . 236 .235 .237 . 243 . 242

Table 17.—National Income Without Capital Consumption

Adjustment by

National income with-
out capital consump-
tion adjustment._______

Domesticincome._.______.__..

forestry, and

Agriculture,
fisheries

Mining and construction._..

Manufacturing_.........__.__
Nondurable goods...
Durable goods..........._

Transportation_.._____..___.

Communication.._..______..
FElectrie, gas, and sanitary
services. .. oaeoiaooa--

Wholesale and retail trade...
Wholesale
Retail.. ...

Finance, insurance, and real

Government and govern-
ment enterprises..........

Restof the world__.___________

1,561.7
1,543.9

43.3
98.7
409. 4
247.8
38.8
35.2

3.1
234.5

96. 0
138.4

184.4
213.4
235.0

17.8

161. 6,

i1,766.8
1,746.2

547
1141
| 439.5

176.0)
| 283.5
08.2
0.5

349
261.8

107.0
154.8

210.7
245.2
256. 6

20.5

Industry

1,745.0
1,724.0

54.2
114.2
456. 0
174.8
281.1

68.3

39.5

33.9
257. 4

104. 8|
152. 6,

205. 6
241.4
253. 4

21.0

(

1,796.4
1,775.7

53.6
119.2
465.8
178.2
287.7

9

P4

69.

41.6

347
268.6

109.9
138.7

215.6
249. 3|
258. 2|

20.7

6.4)

1,865.5
1,844. 3

60.0
124.3
486. 2
183.8
302. 4

3.1

12.1

3.1
276. 8

114.2
162.5

222.8
257.1
264.9

21.2

1,916,2
1,892.0

63.9
123.2
500. 5
191.6
314.9

75.8

43.0

38.0
277.8,
1147
163.1

227.6
265.9
270.2

24.2

1,M7.7
1,921,1

647
130.5
508. 6

195,
313.

6l
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Table 18.—Corporate Profits by Industry (6.18)

Table 19.—Implicit Price Deflators for Gross National Product (7.1)

Corporate profits with|
inventory valuation|
and capital consump-|
tion adjustments____

Domestic industries...__......
Financial 1_____ -
Nonfinancial

Rest of the world.___._________

Corporate profits with
inventory  valuation
adjustment and with-
out capital consump-
tion adjustment.____.__

Domestic industries____.._____
Financial 1
Federal Reserve banks____
Other. oo

Nonfinaneial ... _.__________
Manufacturing... .-

Nondurable goods_...___
Food and kindred
products. . _.o..___
Chemicals and allied
product. ...
Petroleum and coal

Durable goods......___._.
Primary metal indus-
tries . ______________
Fabricated metal
products. ...
Machinery, except
electrical .. ___._.__
Eleciric and clectronic
equipment.___.______
Motor vehicles and
equipment . ________
Other..____ . __________

Wholesale and retail trade.

Transportation, commu-
nication, and electric,
gas, and sanitary serv-
1CeS. e o

Corporate profits before
deduction of capital
consumption allow-
ances, with inventory
valuation adjustment._ _

Domestic industries._____._____
Financial !
Federal Reserve banks..._

produets. ... ____
Chemicals and allied
product. . __________
Petroleum and coal
products..____
Other_ . ...

Durable goods....._._...
Primary metal indus-

Fabricated metal

produets..________.__
except

Machinery,
electrical_.__

Electric and elee
equipment.. ____..__

Motor vehicles and
equipment.._____.__

Wholesale and retail trade.

Transportation, commu-
nication, and electric,
gas, and sanitary serv-

ices. oo
Other. ... ...
Restofthe world....______.___

8.2
24.1

16.8
13.9
9.8

43.3
32.2
9.8

167.7
157.5

29,2
128.3

10,2

4.6

10.8
23.0

20.3
16,0
10,2

49.7
31.3
10.2

169, 4
158.4
130.0

110

9.4
4.9

9.6
10.5

22.7

20.1
16,0
1.0

14.2
8.9

14,3
16,2

35.7

49.4
37.Q
1.0

175.2
165.1

30.0
135.1

10.2

1.0
25.5

21.2
16.5
10,2

309,6

299.4
36.1

28.1
263.3
135.5

67.6

10.6

13.5

22,7

12.8
9.9

13.8
16.9

38.9

51.0
37.9
10.2

184.8
175.3
143.8

9.6

9.3
13.3

25.8

22,7
17.9
9.6

3217

312.1
37.8

Boo

=1
SRR =D

Lo

—
I
~

8.9

19.8
39.5

52.7
39.9
9.8

178,9
167.0

310
135.9

119

52.2
31.5
1.9

o
3
4

18.5
16.1
1,7

50. 4
39.4
1.7

Gross national product. .| 141, 70 (152,05 (150,82 (153, 45 [156,68 (160,22 {163, 81 | 167,14
Personal consumption ex-

penditures..__._.._.______. 140.4 | 150.0 | 148,8 | 151,3 | 153, 157.8 | 161.3 lﬁt
Durable goods._...._......._. 120.4 | 136.5 | 135.6 | 137.9 | 139.4 | 142.4 | 144.1 | 145.4
Nondurable goods._ 1447 [ 1546 | 153.7 [ 155.7 | 158.6 | 164.1 | 168.9 | 173.8
Services o-e-| 140.7 | 150.9 | 149.4 | 152.3 | 155.0 | 158.0 | 161.0 | 165.2

Gross private domestic invest-

b1 T3 .| SIS PRI PRI PSPPI FORIDRIPIPY S SIS SUIIPII S
Fixed investment........_.. 150.5 | 164.4 | 162 3 | 166,6 | 170.3 | 173.0 | 177.8 | 182.2

Nonresidential. ... 146.6 | 157.8 | 156.0 | 159 6 | 162,3 | 165.4 | 169.6 | 173.6

Structures___......_..... 5 3 . 176.5 | 181.4 | 185.2 | 180.0 | 194.9
Producers’
equipment 50. . 1517 | 153.4 | 156.4 | 160.2 | 163.2
Residential...._..__.... 3 56.7 | 183.1 | 189.5 | 192.6 | 199.2 205. 2
Nonfarm structures.. 180.8 | 177.9 | 184.3 | 190.8 | 194.0 | 200.7 | 207.0
Farm structures....__... 180.3 | 176.8 | 183.8 | 189.3 | 192.7 [ 199.8 | 205.7
Producers’ durable
equipment........____ 132.3 | 131.4 | 133.0 | 135.6 | 138.2 | 130.5 | 139.6
Change in business inven-
L675 (- SOOI PRI PPN FRPRN PRI (RPN PRSP PO PO
Net exports of goods and ser-

| 407" TR [EUIR I (RPN PRSP NP SRS (I R
Exports.............o..o... 178.7 1 190.3 | 188.4 | 191, 1 | 197.6 | 203.9 | 210.1 | 217.5
TmpPorts . oo ocoeoonoaaoo. 210.7 | 222.1 | 220.2 | 223.9 | 227.2 | 234.5 | 244.9 | 203.5

Government purchases of

goodsand services______._. 147,6 | 159,4 | 157.8 | 160,5 | 164.5 | 167.5 | 170,3 | 174,7
Federal 1548 | 153.4 | 154.6 | 160.1 | 161.9 | 164.8 [ 166.5
State and local 162.1 | 160.3 | 163.8 | 166.9 | 170.8 | 174.9 | 179.3

Table 20.—Fixed-Weighted Price Indexes for Gross National
Product, 1972 Weights (7.2)
Gross national product._.| 143.5 | 154,2 | 152,6 | 155.7 | 159.0 | 162.8 | 166,6 | 170.4
Personal consumption expend-

itures. .. .o ... ..., 141,6 | 151, 6 | 150.5 | 153.1 | 155.9 | 160.0 | 163.9 | 168.4
Durable goods............._. 130.4 | 137.9 | 136.8 | 139.3 | 140.9 | 144.2 | 146.1 | 147.7
Nondurable goods. 146.2 | 156.9 | 155.9 | 158.3 | 161.6 | 167.1 | 172.7 | 178.4
Services. .o ._oiieoooe. 141.2 | 151.5 | 150.1 | 153.0 | 155.7 | 158.7 [ 161.9 | 166.2

Gross private domestic invest-

LTS RS RRUIUN IPRSPIN RURIRIN PO VPRI PP PPN SRR PRI
Fixed investment 152.4 | 167.2 | 165.0 | 169.5 | 173.9 | 177.1 | 182.2 | 18T.1

Nonresidential. o] 148.7 ] 160.6 | 158.7 | 162.4 | 165.5 | 168.8 | 173.1 | 177.3

Structures___.._._______. 156.6 | 170.7 | 167.9 | 172,9 | 177.7 | 181.6 | 186. 4 191.7
Producers’
equipment..___.______ 144.2 | 1548 | 153.5 | 156.4 | 158.5 | 161.5 | 165.6 | 169.0

Residential_...__..____.___ 159.2 | 179.6 | 176.7 | 182.9 | 189.5 | 192.7 | 199.3 | 205.4
Change in business inven-

tories
Net exports of goods and serv-

[ = JR U UPRP PRI IPI: IRIDIPI JIPIPRPIPI PUUpIpIppY PRSSSUpIpIpIpn PRSPISIRIpIpl FpIPRUIpEpRY PP .
Exports. .o.......... 181, 4 | 192.3 | 189.6 | 192.9 | 199.2 | 205.3 | 211.4 | 219.9
Imports. ... ocoooiiociio. 199.4 | 215.3 | 215.3 | 217. 4 | 222.1 | 229.6 | 240.9 | 257.1

Government purchases of

goods and services___._..__ 148,0 | 159.5 | 157.7 | 160,6 | 164.5 | 168,2 | 172,0 | 175.7
Federal. ... 145.7 | 155.8 | 154.1 | 156.1 | 160.8 | 164.0 | 167.2 | 170.2
Stateand local....______.._. 149.6 | 162.0 | 160.2 | 163.7 | 167.0 | 171.1 | 175.2 | 179.4

Addenda:
Finalsales. ... ....__........ 143.4 | 154.1 152.5 | 155.6 | 158.9 | 162.7 | 166. 4 | 170.3
Gross domestic product S 142,90 | 153.7 | 152.1 | 155.2 | 158.5 | 162.3 | 166.0 | 169.7
Business........._. | 142.8 | 153.6 | 152.0 | 155.2 | 158.5 [ 162.3 | 166.3 | 170.3
Nonfarm._.._............. 143.0 | 1531 | 1501 | 154.8 | 157.2 [ 160.5 | 164.8 | 169.2

» Preliminary.

1. Consists of the following industrics: Banking; credit agencies other than banks: se-
curity, commodity brokers and services; insurance carriers; regulated investment companies:
small business investment companies; and real estate investment trusts.

NoTE.— Table 18;: The industry classification is on a company basis and is based on the 1972
Standard Industrial Classification.
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Table 21.—~Implicit Pl:ice Deflators for Gross National Product by

Maj

or Type of Product (7.3)

Table 24.—Implicit Price Deflators for Net National Product and
National Income by Sector (7.7)

Gross national product. .

Finalsales_..__.... S
Change in business inven-
tories_ . .. . __.

Final sales. . .. .
Change in business inv:
tories. - oo

Durable goods_.....__...
Finalsales_._.....___. -
Change in business inven-

tories. ... ..

Nondurable goods...._.._.._.
Final sales
Change in business inven-

tories. - ... ...

Services.____..________________
Structures..._.______.___...___

141,70
141.5

152,05
152.0

143,3 . 153.8 ‘ 152,3 D 155.1 ° 158.1
158.4 | 176.2 | 173.4 1789 : 184.6 |
, i :

150,82 !153.45 1156, 68

160,22 (163,81 |167.14
150. 6 ] 153.4 ' 156.6 | 160.3 | 163.5 | 166.9
....... i
144,8 | 146.6 | 149,7 | 153,6 | 157.3 i 159.3
144.2 7 146.3 l 149.3 1 153.6 156.5 | 158.6

! i

Table 22.—Implicit Price Deflators for Gross National Product

by Sector (7.5)

Gross national product_ _
Gros3 domestic product...._.__

Business. ..o

Nonfarm less housing -
Housing
Farm
Residual

Households and institutions.

141,70

152,05
1515

150,82 (153. 45 1156, 68 1160, 22 |163,81 (167,14
150,2 | 152.9 | 156,1 | 159.5 | 163,1 | 166.3
149.8 | 152.5 | 155.6 | 159.1 | 162,8 | 166.2
149.3 | 151.8 | 154.7 | 157.6 | 161.7
150.7 | 153.3 | 156.2 | 159.3 | 163.6 |.._.._.
136.5 | 138.7 | 141.4 | 143.4 | 145.6 | 149.2
173.9 | 175.5 | 190.5 | 209.4 | 201.2 | 195.4
158.7 | 160.0 | 163.3 | 168.3 | 169.7 | 171.2

i

Table 23.—Implicit Price Deflators for the Relation of Gross Na-
tional Product, Net National Product, and National Income

(1.6)

Gross national product. . __.._.

Less: Capital consumption
allowances with capi-
tal consumption ad-
justment._____________

Equals: Net national product _.

Less: Indirect business tax
and nontax liability
plus business transfer
payments less snub-
sidies plus eurrent
surplus of government
enterprises....____ ...

Residual

Equals: National income

141,70

151.2
140.7

152,05

163.6
150, 8

150,82 (153,45 {156,68 {169, 22 |163,81 {167,14
162.2 | 165.2 | 168.0 | 170.9 | 175.4 | 180.1
149.6 | 152,2 | 155,5 | 159.1 | 162,6 | 165,8
133.1 | 13L.0 | 131.6 | 135.1 | 137.7 | 139.0
1519 | 154,8 | 158,5 | 162.1 | 165,6 |__.___.

» Preliminary.

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

United States.

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

government purchases.

NOTE.—Table 21: “Final sales” is classified as durable or nondurable by type of product.
*“Change in business inventories’ is classilied as follows: For manufacturing, by the type of
product produced by the establishment holding the inventory; for trade, by the type of prod-
uct sold by the establishment holding the inventory; for construetion, durable; and for other

industries, nondurable,

Tables 22 and 24: The industry classification within the business sector is on an cstablish-
ment basis and is based on the 1972 Standard Industrial Classification.

Net national product..___
Net domestic product.______.__

Households

Business.___

Nonfarm

Households

Government

Rest of the world_.____________

140.7
140.1

150.8
150.2

and institutions.
Government.__.__...__._.__

and institutions.

149.6
149.0

152.2 | 155.5 | 159.1 | 162,6 | 165,8
151.6 | 154.8 | 158.3 | 161.8 | 164.8
150.9 | 154.1 | 157.6 | 161.2 | 164.4
150.3 | 153.1 | 156.1 | 160.1 |.__.....
177.4 | 197.5 | 222.2 | 209.0 | 199.7
160.0 | 163.3 | 168.3 | 169.7 | 171.2
153.8 | 157.6 | 160.7 | 163.3 | 165.7

Table 25.—~Implicit Price Deflators

Personal consumption ex-

penditures_______._.____
Newautos__..............
Net purchases of used

Producers’
ment.

Newautos. .. _.__..._._._.
Net purchases of used
autos._..

Net exports

Exports__.

Imports..

Governmen
goods and

Change in business inven-
tories of new and used autos.

Addenda:

Domestic output of new

autos !
Sales of imp

141.0
140.4

130.9
131.3

138.9
128.6

149.8
138.4

durable equip-

t purchases of
services_.._.____

138.
138,

128.5
128.6

orted new autos 2

ot

140.0
139.0

147,
137.1

137,
137,

-0

152.6 | 153.9 | 157.3 | 160. 4 | 160.8
140.6 | 141.0 | 144.8 | 148.9 | 152. 1
128.7 | 126.2 | 127.1 | 141.8 | 139.0
140.6 | 141.2 | 144.8 | 149.0 | 152.2

143.4 | 144.5 | 144.8 | 154.0 | 16L.6
140.7 | 140.9 | 144.7 [ 148.8 | 152.5
140.7 | 141.1 | 144.9 | 148.9 | 152.1

Table 26.—Implicit Price Deflators for Personal Consumption

Expenditures by Major Type of Product (7.11)
Personal consumption

expenditures___.._____ 140.4 | 150.0 | 148.8 | 151.3 | 153.8 | 157.8 | 16L. 3 | 165.3
Durablegoods_ .. ____.._._____ 129.4 | 136.5 | 135.6 | 137.9 | 139.4 | 142.4 | 144.1 | 145.4
Motor vehicles and parts..__{ 135.7 | 145.5 | 143.7 | 148.0 | 140.0 | 152.8 | 156.1 | 157.2

Furniture and household . _ o
equipment__.._______._____ 123.7 | 128.7 | 128.0 | 129.5 | 131.4 | 133.5 | 135. (_) 136. }
Other_ ... 126.9 | 132.7 | 132.0 | 133.1 | 135.2 | 137.3 | 139.5 | 142.5
Nondurablegoods__._._.___ __ 144.7 | 154.6 | 153.7 | 155.7 | 158.6 | 164.1 | 168,9 | 173.8
Food_ . 148.2 | 162.5 | 161.8 | 164.7 | 168.3 17:} 111780 [ 179, -.1
Clothing and shoes._ 12203 125.5 | 125.7 | 125.5 | 126.7 }21. 2 129 B 1)3(_) 2
Gasoline and oil.__ ] i7a3 | 1821 | 178.6 | 182.3 | 180.1 | 200. :.) 230.3 | 205. -(l
Fuel oil and coal ] os89 | 253.3 1 250.8 | 258.8 | 262.7 § 279.2 | 323.9 393.9
Other ... ... 130.0 | 146.0 | 145.6 | 148.1 | 150.0 | 153.0 | 155.1 | 157. 1
Serviees........o..o....oo..... 110.7 | 150.9 | 149.4 | 152.3 | 155.0 | 158.0 ; 161.0 | 165.2
Housing._..coo oo __...____ 140, 7 | 139.4 1417 1-34. 5| 146.8 14.9. f) lé-’ 6
Househ%ld operation._ 156.0 155.2 }gg i %§§3 igég {38‘-: %i(l)(l)
Tlectricity ¢ B 183.8 | 183 . . . .1 2111
Sctricity and gos 137.8 | 136.8 | 139.0 146. 0 }4; 1) }(1(.7) 1’ i(l’j (;
ati 151.3 | 150.2 | 152.0 | 154.0 57.2 0. 05. ¢
Lo 1582 | 136.3 | 150.8 | 163.3 | 167.4 | 1709 | 175.1

|
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Table 27.—Percent Change From Preceding Period in Gross Na-
tional Product in Current and Constant Dollars, Implicit Price
Deflator, and Price Indexes (8.9)

Table 27.—Percent Change From Preceding Period in Gross Na-
tional Product in Current and Constant Dollars, Implicit Price
Deflator, and Price Indexes (8.9)—Continued

Gross national product: o Exports:
ﬁ,‘;;’g‘;ﬁfrﬁnm' """"""" 161 1201 1981 10.9 Sl Current dollars..._.......... 7.7 ] 18| 54.7] 168 | 223 26.4| 9.1 426
Implicit ;;Ee'ae'ﬁ&a;. """" 6. 0 7' 3 10' 6 7' 2 9' 3 8. 4 1972 dollars_.._.._. .- 2.4 10.6 38.2 10. 2 7.1 1.5 | -3.1 24.1
O e rmee a3l 71l 94l &3 ss| 85 Implicit price deflator..._...| 52| 65| 120] 60| 14.2] 134] 126 | 14.9
Fixed-v!;ei hted price index... 6.4 7.5 9.6 8.3 95 9.6 Chain price index._. -] 5.2 6.1 1L0 7.1 13,3 128 119 | 16.7
L p - . : ) ) : : Fixed-weighted price i [ -1 6.0} 10.6 6.9 13.8| 129 12.4{ 17.1
Personal consumption expendi- Imports:
tures: : .
Current dollars. - ..o..coo... 1L0| 1L6| 144! 1L9| 142 611181 Garrent dollars. ... 000 h1] 20| 143 109) 82 2 e
T BO1 &30 25| a3 o8 o3l 103 Implicit price deflator. 00| a4l 67| 68 61| 135| 19| 341
Chain price index--o-orns| 59| 70| 94| 71| 7.2 10.0| 1007  Chanpriceingex..._ .7} 77| 77| 03| 41| 86| 18.7) 244 3.4
Fized-weighted price index...| 5.9 71 9.6 7.9 7.4 10.3 | 11.4 Fixed-weighted price index...| 8.1 80| 10.0 4.0 9.1 141 21.2| 29.8
Government purchases of goods
Durable goods: ]
and services:
Current dollars. . ........ 1361 120 36.6] 64) 181 7920 99 Gurrent dollars......__. 07| 99| ssl| 23| 122| 56| 58| ss
1972 dollars. ... ... 9.2 61) 26.6 27| 13.0 13.61 6.2 1072 dollars.... ... 20| 18 0| 50l 18| -18]|-33 2
Lmplicit price deflator....| 411 58| T8 T3] &8 291 3% Implicit price deflator. 75| 8ol 78| ¢9| w2| 76| o1 82
Fied weichtod ep;i-c'e- w * - : : . - g Chain price index.__.___ 7.6 77| 71| 76| 95| 04| 90| 9.1
ox..... g- _______________ 4.4 5.8 7.6 7.5 4.7 5.4 4.7 Fixed-weighted price index...] 7.5 7.8 7.1 7.6 | 10.0 9.4 9.2 9.0
Federal:
Nondurable goods: . -l — - . _
Current dollars___........ 84| 10.2| 1321 1.9 16.9 3| 183 Gorrent dollars.. B ARy et A S - XA R o e L A
1972 dollars..... ...~ 35| 32 26| 634 88 w3 53 Implicit price defla 66| 78| Gl| 32| 150| 46| 75| 40
Implicit price deflator_...1 4.8 6.8 10.3 5.3 . . A Chain price index 6.8 71 56 55| 130 76 %3 70
Chain price index.....{ 49| 7.2| 1L5| 62| &1 139 | 126 Fixed-weighted price ' ' ' B . ' ' '
ixed-weighted price in- p s < -
Ged-welghted price 1n- a9l 73| ws!| 64| 84 o] 139 index.. ... 70| 69{ 52{ 53| 128| 82| 79| 76
Services: State and Ioc?ll: . . )
Current dollars. - -........ 1281 127] 01| 18] 108 1041 168 ot gonars o SRl | 63| '5s| To|-ae| el Wi
1072 dollars.......... ... 91 51y M4l 58| B2 221 109 Implicit price deflator....| 81| &1 84| 90| 78| 05| 101] 104
Implicit price deflator-...} 7.8} 7. . 7. : SR Chain price index___..__ so| 80| 8ol 87! 77| 103 9.5{ 10.2
%ha]&x pn_c?l;ngex.._._.i_.. 7.3 7.3 8.3 7.8 7.2 8.2 1.0 Fixed-weighted price - g
ixed-weighted price in- ; -
dex... .- g_ _______________ 7.4 7.3 8.2 7.8 7.3 82! 1.1 index ... ... 7.9 8.3 8.4 9.1 8.2 | 10.1 10,0} 10.0
Gross private domestic invest- Addenda:
ment: Final sales:
Cugr(einltldollars ----------- 24.81 16.9 34? 25'§ —3.3 Current dollars. . 1o 121 19.3) 123 | 148 1L.0| 49| 138
1072 dollars ... oeseeeof 15 - - 1972 dollars_. .. ____. 48| 44| 87| 46| 87! 11|-39| 48
plicit price deflator..... Implicit price deflator. 591 74| 98| 74| 86| 98| 95| 85
g.ham pqce}z}mdex:-.:.a.... Chain price index.__.___ ] 63| 74] 94| 82! 86| 97| 89| 85
ixed-weighted price index. Fixed-weighted priceindex...| 6.4 | 7.5 9.6 83| 88 99| 95| 96
Fixed investment: i .
Current dollars L 208| ol ms| 23| ma] 56| a5l oawz GCEIomEHc ot 120 | 19.6| 1L1)| 14.8| 10.1| 69| 110
1972 {]qllars_._. 12.1 7.1 19.3 1.2 7.5 —-L0( =27 12 1972 dollars........ o 4.4 8. 3.6 5.6 9 _2: 2: 7
Implicit prico deflato 78 924 1131 1L04 821 &7 L5\ 104 ympiicit price deflator.. .. . 73| 06| 72| 87| 91| o2| &1
ghalél pn_c%;ngex_._ —_— 9.5| 120 11.2| 10.0 7.6 1.9 10.7 Chain price index. - .. o 7.4 9. 8.2 8.7 9.6 9 8.1
ixed-weighted price in- fain pri - . .
ox T 8.2 o7 126 1.5 10.6 771 120 11 Fixed-weighted price index. .. 7.5 9. 8.3 8.9 9.9 9. 9.3
Nonresidential: Business: 5
Current dollars___._.... 149 167 | 33.3| 137| 19.3| 129 96 13.7 Current dollars......... - I I R A A B R
1072 dollars......._... ... 86( 84, 232 39| IL.3| 48| —8/ 36 Tmplicit price deflator.- 73 w6y w5 85! 91| o8
Implicit price deflator..] 5.8 7.7 8.2 9.4 7.2 7.7 10.6 9.7 Chain price index. ..... 741 102 86 83 9.7 o1
ghaiél prie(;1 ingex ...... 6.1 7.9 8.8 9.3 7.6 7.8 | 10.8 9.7 Fixed-weighted price .
ixed-weighte price i -
index.ooree. . Pree. 63| 80| 93| 95| 80| 82| 10.7| 99 Index. ....oenuvonnnnns 761 105, 881 87| 10.0] 10
Structures: N?:nfnrm: doll 2 124 | 221 11 14 9.8
Current dollars_.._.._.. 9.3 22.2{ 60.1 .91 24 29.1| 19.5 1072 dollars. - La| Ea| ol 3| ®e| 17| -%E|wi
1972 dollars..._.......... 21| 1221 42.2 127 =56 19.0| 57 Implicit priceindex___.| 5.9 ( 67( 100| 70| 78| 7.9 104{___
Implicit price deflator..} 7.1 | 8.9} 12.6 L8] 851 85) 131 Chain price index.._... 60 69| 90| 87| 76| 85| 01| 7
g.hal&l prgc% %ngex....___ 6.8 9.2| 125 1221 91/ 107 ] 1.8 Fixed-weighted price
ixed-weighted price ; - . . . : Y
ey P 65| 00| 124 16| 91| 100 1.9 Index..ocoonnannn 6.5, 7 %31 89 77| 85| 113
Producers’ durable : bl i .
equipment: Current dollars Jowef wr| 127 1.4] 138] 1B.o| 74| 91
Current dollars____..___ 179 | 14.1 ] 214 19.0 2| 105 - _ _
1072 dollars. .ol 7 6.7 15.6 101] -89 26 1972dollars__ . _____.______.___. 4.2 4.6 4.0 4.2 6.4 2.1 1.4 1.1
Implicit price deflator_.] 5.5 6.8 5.0 82| 10.0 7.7
Chain price index......] 58| 73| 7.1 7.1| 108 8.6 » Preliminary
Fixed-weighted price _ - NotE.—Table 27: The implicit price deflator for GNP is a weighted average of the detailed
ndeX..oooooennn- 61| 74| 74 7.6 10.5| 8.7  price indexes used in the deflation of GNL. 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
Residential: N . item is weighted by the ratio of the quantity of the item valued in 1972 prices to the total
Current dollars. ... 35.0| 17.5 | 32.0 8.51 611 7.5 outputin 1972 prices. Changes in the implicit price deflator reflect both changes in prices and
1972 doilars. - 20.7 3 2| 1.0 4.3 | =7.2 [ =£7  ohanges in the composition of output. The chain price indexr uses as weights the composition
Implicit price deflator..{ 11.8 | 12.8} 18.9 6.71 14.3| 128  of output in the prior period, and, therefore, reflects only the change in prices between the
Chain price index......[ 11.8 | 129 18.7 7.0 1.3 13.0  two periods. However, comparisons of percent changes in the chain index also reflect changes
Fixed-weighted price . in the composition of output. The fized-weighted price indexr uses as weights the composition
index................ 1.8 | 12.81 18.6 7.01 1431 13.0  of output in 1972. Accordingly, comparison over any timespan refiect only changes in prices.



By ROBERT BRETZFELDER and HOWARD FRIEDENBERG

Second-Quarter Deceleration in State Personal Income

STATE personal income increased 2.2
percent in the second quarter of 1979
after an increase of 2.8 percent in the
first quarter. Private nonfarm wage and
salary disbursements (payrolls), which
increased 1.9 percent in the second
quarter compared with 3.4 percent in
the first, more than accounted for the
deceleration. They decelerated in 40
States and the District of Columbia
and accelerated in 10 States.
Nationally, the deceleration was most
pronounced in manufacturing, and, in
the States, it was generally larger in
those in which manufacturing accounts
for a large share of private nonfarm
payrolls. The deceleration was large—
2 percentage points or more compared
with a national average of 1.5 percent-
age points—in 21 States; in most of

these, manufacturing’s share of private
nonfarm payrolls was above the na-
tional average (table 1). Twelve of the
21 States were in the Northeast-Great
Lakes manufacturing belt. In each of
the 12, payrolls in both durables and
nondurables manufacturing contributed
to the deceleration and, partly as a
result, so did payrolls in service-type
industries. Second-quarter declines in
motor vehicle production were a major
factor in a substantially smaller increase
in Ohio and a decline in Michigan.

Six of the remaining nine States with
a large deceleration were in the South-
east. In each of the six, payrolls in
manufacturing and related service-type
industries and in construction (except
in Arkansas) contributed. In West

Virginia, in addition, mining payrolls
declined after increasing in the first
quarter. In each of the other three
States—Nevada, Arizona, and South
Dakota—payrolls in construction and
service-type industries contributed. In
Nevada and Arizona, the weakness in
service-type payrolls partly reflected
the adverse effects on the tourist in-
dustry of the second-quarter gasoline
shortage in California.

Among the 10 States in which private
nonfarm payrolls accelerated, only
Maryland, New \lexico, Alaska, and
Oklahoma registered an acceleration of
1 percentage point or more. In each of
these four States, payrolls in construc-
tion and mining (except in Maryland)
contributed to the acceleration.

Table 1.—Change in Private Nonfarm Wage and Salary Disbursements (Payrolls)

Manufacturing
Total Total Construction Mining Service-type!
Tolal Durables | Nondurables | Addenda;
i Mfg. asa
Rank? I percent of
Percent change total, 1979: I
|' ) Deceleration (—) or acceleration (4) (in percentage points)?
! 1978:IV- 1979:1-
: 1979:1 1979:1T
|
3.4 i.9 -L5 —-2.8 —3.4 ~14 3.1 3.9 —1.4 34.0
2.3 -2.9 —5.2 —8.9 -10.5 -2 8.3 3.7 -2.7 5.5
3.9 -12 —5.1 -1.3 =3.6 2.5 —8.7 7.2 —6.0 28.8
5.0 .8 —4.2 -1.8 .2 ~6.0 -2.7 7.0 —4.9 6. 4
1.3 .6 -3.7 —7.4 -7.2 ~7.8 8.4 .5 =17 46,8
a1 1.7 —-3.1 —+.0 —5.5 -1.4 ~15.3 2.5 —1.1 41. 3
4.0 .7 -3.3 =52 —5.8 —-3.1 1.2 1.1 =19 51.3
3.4 N3 -2.9 —-1.5 1.1 —=5.1 —6.7 5.2 —-3.2 30.9
\ 3.3 i ] -2.9 —2.9 5.1 -1.0 —6.6 —2.4 —-2.6 39.3
9 | Vermont. . 4.2 1.3 —2.9 -18 ~1.8 ~1.3 —18.0 —-3.6 —-1.9 39.0
10§ Delaware- ... ... .. ... . 1.6 ~1.1 —-2.7 —6.2 —~20.3 ~1.3 15.1 0 -1.8 7.5
11 | Mississippi-.-.ooooooooooiiil 41 L —2.7 —2.4 -.9 —5.0 —9.2 6.9 —-2.2 38.7
12 | Louisiana_..............._...__... 1.3 1.7 —2.6 —3.4 -1.5 —4.9 -3.3 -2 —2.7 215
13 | South Dakota. . ____________.____. 3.6 1.1 —2.5 7 —-4.0 14.5 —.8 —ti. 1 —-4.1 15.4
14 | RhodeIsland-......__..___..... 2.6 .2 —2.1 —2.5 —1.6 —1.3 ~19.8 0 —.6 2.7
15 Maine...........___.._...... 3.6 1.2 —2.4 —2.5 —1.9 —2.9 .6 0 —2.6 30. 4
16 | Conmeeticut - ... 3.8 1.5 —2.3 —4.9 —4.5 —6.8 —2.9 0 -2 2.8
17 | Arkapsas._. - 4.5 2.2 -2.3 —ti. 1 -7.3 —5.2 8.3 5.7 -1.0 38.7
18 | Arizona____._ - 5.7 3.5 -2.2 .1 .1 ~1.6 =5.9 10.1 —=3.1 21.5
19 | Massachuse - 3.8 1.7 —2.1 =5.5 —6.4 —3.5 7.1 0 -9 35.6
20 quw Jersey. .. - 3.7 1.7 =2.0 -3.3 -3.5 ~3.0 -2.7 5.6 -11 377
21 | Wisconsin. ... - 4.2 2.2 -2.0 -2.5 —3.5 -5 -3.0 —20.2 -1.2 5. 6
Average_ . ___._____..___. 3.9 L9 —3.0 ~3.2 -1.3 —2.3 -2.7 3.4 —-2.3 36.3
States with large acceleration:
1} Maryland._____....._..__.._... L3 3.0 L3 1.5 1.6 L3 15.2 0 -2 249
?. New Mexico.... 3.1 1.2 1.1 —4.4 -2.4 —8.1 2,2 8.7 .1 1.4
3| Alaska__..______ —.4 N 1.1 1.6 —29.0 23,5 9.7 ; 7.6 -3.0 9.4
A4 { Oklahoma. ... .._...... ... 3.4 4.4 1.0 —3.2 —-3.7 —-2.5 16.8 | 5 -7 24.6
Average. . ... 1.9 3.1 1.2 -4 —8.4 3.6 11.0 6.7 -1.0 17.6
L. Wholesale and retail trade, the finance-insurance-real estate group, the transportation-communication-public utilities group, and services.
2. The difterence between the percent change, 1979:1-1979:11, and the percent charge, 1978:1V-1979:1.
3. Ranked by deceleration or aceeleration in total private nonfarm payrolls (column 3).
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20 SURVEY OF CURRENT BUSINESS October 1979

Total Personal Income, States and Regions !

[Millions of dollars, seasonally adjusted at annual rates]

1976 1977 1978 1979
State and region
I II II1 v I II III v I II III v I II
United States..__.______| 1,329,369 | 1,356,355 | 1,386,770 | 1,424,567 | 1,464,740 ) 1,501,303 | 1,540,682 | 1,587,799 | 1,626,104 | 1,680,604 | 1,733,783 | 1,793,688 | 1,843,101 | 1,883,330
New England. . _________ 77,456 78,943 81,071 82,801 84,889 86, 470 88,119 $0, 970 92,839 95,596 98,195 100, 650 103, 641 105, 591
Connecticut . .._______ 22,005 22,434 23,021 23,595 24,293 24, 685 25,117 26,067 26, 463 27,225 28,063 28, 698 29,554 30,113
Maine_ ... - 5,522 5, 660 5,818 5,958 6, 036 6,140 6,248 6, 4006 6, 581 6, 778 6,931 7,177 7,376 7,496
\’Iassachusetts: - 37,028 37,688 38,628 39,397 40,312 41,137 41, 904 43,132 44,013 45,237 46,405 47,347 48,776 49,755
New Hampshire. - 4,783 4,900 5,090 5,208 5,388 5,522 5,076 5,916 6,112 6,285 6,493 6,745 6,993 7 il
Ehode Island.-. - 5,616 5,717 5,902 5,985 6,142 6,218 6,357 6,533 6,627 6,920 7,082 7,309 7,445 7,
Vermont_ _____________ 2,503 2,544 2,611 2,658 2,717 2,768 2,817 2,917 3,042 3,151 3,221 3,373 3,497 3,549
Mideast . . .___.._____.__ 285,316 289,714 296, 260 300,934 307, 687 312,697 319,192 326, 435 333,181 342,933 351, 402 362, 426 370,484 378, 256
Dplawarc .............. 4,012 4,132 4,128 4,252 4,279 4,414 4, 496 4,621 4,742 4,921 5,050 5,177 5,314 5,322
Dist. of Columbia. 5,512 5,536 5 659 5,807 5,932 6,071 6,191 6, 367 6,467 6,576 6,737 6, 957 7,058 7,224
Maryland. .- 28,213 28,833 29, 459 29,965 30,526 31,202 31,739 32,676 33,404 34,138 34,950 36, 092 36, 667 37,636
New Jersey .. 52,198 52,973 54,234 55,004 56, 530 57,423 58, 576 59, 953 61,483 63,427 65, 066 67,147 68, 962 70,344
New York.___ 122 185 123, 548 126, 340 127,826 130,512 131, 982 134, 7 137,618 140, 446 144,032 147, 364 152,011 155,377 | - 158 574
Pennsylvania..________ 73,195 74,692 76,439 77,989 79,908 81,606 83, 446 85, 200 86, 639 89, 838 92,236 95,043 97,107 99 156
Great Lakes.____________ 263,890 270,382 275,508 283,353 291,844 300, 321 308,913 315,681 324,312 334,623 343,809 353,732 364,697 370,021
IHAHOIS e e rmmmmmcmmmeee 79,042 80, 869 82,676 84,720 87,205 89,188 01, 397 93,572 96,178 49, 201 101, 587 103, 397 106, 920 110, 286
32,034 32,906 33,370 34,412 35,404 36, 586 37,389 38,418 39,270 40, 845 42,145 43,389 44,844 45,445
59, 288 61, 089 62,038 64, 165 66, 678 68, 526 70,757 71,957 74,806 76,618 78,827 81,521 83,117 82,453
66, 281 67,770 69, 123 70,935 72,549 74, 41 77,425 78,921 80,178 83,222 85, 641 88, 687 91,775 92,921
27,246 27,749 28,301 29,122 30,008 31,079 31,945 32,813 33,880 34,736 35, 608 36,738 38,040 38,917
Plains__.________________ 98,823 100,573 102, 504 105, 849 109, 166 111, 920 115,161 120, 905 123, 801 127,729 130, 940 138,303 140,924 144,501
Towa. oo . 16, 996 17,382 17,683 18, 326 19,073 19, 552 19,953 20, 857 22,087 22,690 23, 407 24,497 25, 531 26,318
Kansas_. P, 14,427 14, 658 14, 867 15, 304 15, 582 15, 898 16, 371 17,480 17,343 18,084 18,704 19, 889 20,137 20, 808
Minnesota....__._.____ 23, 698 24,185 24,871 25, 661 26, 985 27,782 28,425 29, 662 30,408 31,113 31,706 33, 583 34,084 34,9010
Missouri- 27,536 27,971 28, 566 29,379 30, 206 31, 000 32,153 33,186 33,943 35, 054 35,939 37,215 38, 216 39,006
Nebraska____ 9,132 9, 326 9, 436 9, 690 9,987 10, 117 10,413 10,977 11,099 11,693 11,942 12,737 12,774 13, 246
North Dakota. 3,692 3,744 3,700 3,773 3,581 3,661 3,773 4,299 4,361 4,486 4,578 5,283 5,038 5,067
South Dakota. . 3,341 3,306 3,380 3,716 3,752 3,820 4,072 4,444 4 560 4,600 4,664 5,000 5,144 5,146
258, 807 263,691 268,826 277,139 284, 566 292, 484 300, 601 310,097 315, 832 328,755 339,891 352,144 362, 601 370, 446
18, 287 18, 559 18,905 19, 596 20,007 20,619 21,142 21,858 22,209 23, 208 23,957 24,786 25, 508 25,914
10,229 10,372 10, 443 10,830 11,339 11,583 11,924 12,270 12,470 12,835 13,259 13,625 14,385 14,422
49,428 50, 301 51,011 52,871 54,377 55,828 57,899 59,750 61, 642 63, 524 66,477 68, (92 70,879 73,423
26, 627 27, 160 27,662 28, 517 29,155 29,974 30. 874 32,137 32, 504 33,510 34, 596 35, 737 36,794 37,301
18,016 18,239 18, 692 19, 196 19,819 20, 453 20,830 21,522 21,474 22,948 23, 562 24, 47, 25,182 25,7
A 20, 062 20, 688 21,073 21,887 22,544 23,283 23,794 24,525 25,264 26,183 27,115 27,990 28,922 29, 491
Mississippi. 10, 387 10, 593 10, 762 11,123 11,491 11,759 12,218 12,500 12,751 13,125 13,439 13,847 14, 301 14,313
North Carolina. 29, 087 23,516 30,178 30,757 31,533 32,254 32,945 34,031 34,785 35,983 37,002 38,825 39,875 41,073
South Carohna 14,270 14, 526 14,941 15,192 15, 606 16,036 16,433 16, 992 17,529 18,008 18, 566 19,280 19,878 20, 340
Tennessee._ _ 21,902 22, 350 22,805 23,448 24,126 24,837 25, 492 26,391 26,928 28,111 28,9901 30, 080 30, 935 31,305
Virginia_. _ __ 30,782 31,481 32,309 33,244 33,804 34,810 35,779 36,625 37,412 39,033 39,921 41, 604 42,362 43,509
West Virginia 9,729 9, 906 10, 046 10,478 10, 676 11, 049 11, 269 11, 486 10,864 12, 286 12,916 13,206 13,580 13, 650
Southwest____________.__ 108,788 111,278 114,222 | 118,175 121,972 126,177 130,047 134,558 137,795 143,573 149, 223 155,322 159,766 164,740
Arizona_ ... 12,787 13,065 13,298 13,731 14,177 14,638 15, 041 15 628 16, 301 16,921 17,670 18, 515 19, 354 19,870
New Mexico. . 6,003 6,149 6,282 6,500 6. 695 6,900 7,112 7,352 7.535 7.820 8,126 8, 397 8,622 8,913
Oklahoma. . 15,302 15,572 16,065 16, 669 17,110 17,783 18,326 19,005 19,209 20, 060 20. 968 21, 986 22,529 23.349
74, 696 76,491 78,577 81,275 83,990 86, 857 89, 568 92,574 94, 750 08,772 102, 459 106,424 109 260 112, 609
Rocky Mountain_._______ 33,944 34,556 35,563 36,698 37,445 38,583 39, 888 41,768 42,747 44,482 45,886 48, 257 49,593 50, 922
Colorado....._._._______ 16, 266 16, 620 16,941 17,518 17,942 18, 502 19,122 19, 996 20,443 21,188 22,012 22,938 23,19 24,231
Idaho__.._ , 59 4,527 4,984 5,079 . 5,073 5,189 5,355 5,602 5,794 6,037 6,205 0, 587 6,762 6, 861
Montana_ 4,198 4,277 4,278 4,406 ' 4,419 4,528 4,710 5,003 5.052 5,200 5, 256 5,690 5,714 5,017
Utah_______ - 6,351 6,528 6, 684 6,919 7,140 7.351 7,567 7,801 8, 009 8,443 8,095 9,103 9,397 9,644
Wyoming.__....._.___. 2,531 2,604 2,676 2,776 2,872 3,012 3,135 3,277 3,360 3,014 3,718 3,939 4,100 4,269
Far West________________ 192,276 196, 888 202, 302 208, 936 216,117 221,641 227,849 236, 109 244,068 251, 261 262, 411 270,544 278,863 286, 156
California___. _________ 149, 550 153,143 157,428 162,372 168. 005 172, 468 177,005 183,140 | 188,927 194, 238 203, 505 209, 362 215,457 220,753
Nevada.._ 4,255 4,400 4,543 4,733 4,962 5,108 5.312 5,544 | 5,821 G, 052 6,375 6, 668 6,923 7.053
Oregon_____ 14,328 14, 646 15,070 15,707 16, 351 16,821 17,401 18,231 | 18, 864 19,479 19, 604 20,854 21,521 22.304
Washington.__.___.._. 24 143 24, 699 25,261 26,124 26,709 27,243 28,131 29,194 30,455 31,491 32,626 33, 660 34,962 36,046
Alaska._.__._____..___.. 4,008 4,186 | 4,283 4,304 4,499 4,372 4,156 4,231 4,385 4,330 4,436 4,502 4,568 | 4,595
Tawaii__ 6,060 | 6,143 6,232 6,378 6, 555 6,638 6,756 | 7,045 7,144 7,316 7,590 7,809 7,965 | 8,103
| ; 1
By census regions
— . ! |
Addenda: ; !
New England. oo __ 77,450 78,943 81,071 82,801 84, 889 86,470 88,119 | 90, 970 92,839 95, 506 98,195 | 100,650 103,641 | 105, 591
Middle Atlantic_ 247,578 251,213 257,014 260, 910 266, 950 271,010 276, 767 | 282,771 288, 568 297,208 304, 666 314,201 321, 446 328,073
East North Central____ 263, 890 270,382 275, 508 283, 353 201, 844 300, 321 308,913 | 315,681 324,312 334,623 343, 804 353,732 364, 697 370,021
West North Central_ .. 48, 823 100, 573 102, 504 105, 849 109, 166 111,920 vt T 120,905 123, 801 129,729 130, 940 138,303 140,924 ; 144,501
South Atlantic..____.__ 197, 662 201, 391 205, 393 211,083 215, W7 221,637 | 234,084 23, 349 247,980 256, 305 265, 568 272,407 ’ 279,479
Fast South Central____ 08, 592 69,742 71,164 73,363 75,443 77,668 82,280 83, 362 87,393 89,948 93,186 95,926 97,236
West South Central__. 120, 289 123,123 126, 158 130, 661 134,982 139, 506 148,375 151,694 157,850 163, 801 170,025 175, 096 179,870
Mountain. . _._.____ 56, Y90 58,170 59, 686 61, 661 63,279 65,228 ) 3 70,292 72,405 75,275 78, 058 81, 837 84,492 | 86, 757
Pacific 198,089 202, 818 208,273 214, 885 222,209 227,542 2‘33 449 Po241,841 249,775 256, 860 268, 061 {276,187 284,473 i 291, 801
| |
1. The quarterly estimates have been revised for the years 1973-78. Revised estimates for NoTeE.—The quarterly estimates of State personal income were prepared by Robert L.
the years not shown are available on request from the Regional Economic Measurement Brown and Robert M. Lipovsky with the aid of Thelma E. Harding under the supervision

Division, Bureau of Economic Analysis, Washington, D.C. 20230. of Edwin J. Coleman. The table was prepared by Eunice P. James.
The estimates shown are consistent with the annual totals published in the August 1979
Part IT SURVEY OF CURRENT BUSINESS.



By DOUGLAS R. FOX

SALES of new motor vehicles declined
to 14.7 million in the 1979 model year—
fourth quarter 1978 to third quarter
1979—from a record 15.3 million in
1978. Both new passenger car and new
truck sales were down. Large increases
in the price of gasoline in the first and
second quarters of 1979 and a gasoline
shortage in the second quarter affected
sales of both cars and trucks and raised
the market shares of domestic small
cars and imports and the market share
of imported trucks. Inventories of these
vehicles were tight by the end of the
second quarter, but inventories of many
domestic large cars and light trucks
were excessive. At the end of the model
year, manufacturers responded with
sales incentives to reduce inventories
and restore balance. Production of both
cars and trucks was strong at the be-
ginning of the model year but weakened
as the year progressed.

New Cars

Retail sales of new passenger cars
totaled 11.0 million in the 1979 model
year, down from 11.3 million in 1978.
The decline was more than accounted
for by domestic sales, which fell from
9.3 to 8.7 million. Import sales were up
slightly from 2.0 to 2.2 million and ac-
counted for a record 20% percent of
total sales.

On a quarterly basis, sales were flat at
11.2 million (seasonally adjusted annual
rate) in the fourth quarter of 1978,
peaked at 11.7 million in the first quar-
ter of 1979, dropped sharply to 10.5
million in the second, and recovered
slightly to 10.8 million in the third
(chart 7). Domestic small car and im-
port sales increased through the first

Motor Vehicles, Model Year 1979

three quarters of the model year, reaching
records of 4.0 million and 2.5 million,
respectively, before declining somewhat
in the last quarter. Intermediate car
sales declined through the first three
quarters of the model year and re-
covered strongly in the last quarter.
Full-size car sales were strong in the
first two quarters of the model year,
then dropped steeply, and partly re-
covered in the last quarter.

Gasoline shortage and price increases

Major factors aflecting the pattern
of sales in the first and especially the
second quarters were the large increases
in gasoline prices and the gasoline short-
age. As was the case during 1973-74,
the gasoline shortage resulted in long
lines at the pumps in many areas and
in the introduction of rationing pro-
grams such as restricted days for pur-
chase based upon license plate number
and maximum and/or minimum
amounts for purchases. The average
retail price of regular gasoline in 52
cities jumped 39 percent from the third
quarter of 1973 to the second quarter
of 1974, and, after increasing gradually
over the next 4% years, jumped 37 per-
cent from the fourth quarter of 1978 to
the third quarter of 1979 (chart 8). Re-
flecting concern over the price and avail-
ability of gasoline, the composition of
new car sales shifted toward smaller,
more [uel-efficient domestic small cars
and imports in both 1973-74 and 1979
(chart 9). In the third quarter of 1973,
prior to the oil embargo, domestic large
cars (full-size and Intermediate models)
accounted for 60 percent of total new
car sales, a percentage they had held
for the previous 2 years. As the embargo
began to take effect, the large car share
of sales declined to 53 percent in the
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fourth quarter and bottomed at 50 per-
cent during the height of the gasoline
shortage in the first quarter of 1974.
Over the same period, the domestic
small car share increased from 25% to
34 percent, and the import share from
14% to 16 percent. After the shortages
were alleviated and the price increases
abated, the large car market share
partly recovered to 52% percent.

During 1979, a similar shift in sales
composition occurred. In the fourth
quarter of 1978, large cars accounted
for 51% percent ol total sales, about the
same market share as 4 years before.
Domestic small cars held 31% percent
and imports 17 percent of the market.
As in 1973-74, sales began to shift
coincident with the price increases and
prior to the peak shortages. At the
height of the shortage in the second
quarter, large cars accounted for only
38% percent of total sales; domestic
small cars and imports established
record shares of 37% and 24 percent,
respectively.

Fuel economy

The shift in the composition ol new
car sales aided the manufacturers in
meeting the Corporate Average Fuel
Economy (CAFE) standard for 1979 of
19.0 miles per gallon (mpg). The CAFE
for each manufacturer is based on the
average mpg ratings and number pro-
duced of its models. According to pre-
liminary Environmental Protection
Agency (EPA) estimates, the average for
all 1979 cars was more than 20.0 mpg,
well above the standard, and each man-
ufacturer exceeded its own C"AFE pro-
jection made at the beginning of the
model year.

Most of the improvement in the
overall fuel economy of new cars in
the last several years can be attributed
to the production of more economical
cars rather than to a shift in sales com-
position. Downsizing—the reduction of
exterior size and weight without affect-
ing interior size—of intermediate and
full-size models and the introduction
of new model small cars raised average
fuel economy per model. As a result of
the downsizing program, most inter-
mediate and full-size models are smaller
than they were several years ago,
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although the size categories remain
unchanged. A popular full-size model
that had a wheelbase of 121 inches
and weighed 4,451 pounds in 1976,
was reduced to 118 inches and 3,973
pounds by 1979. A popular intermediate
model was reduced from 116 inches and
3,960 pounds in 1976 to 108 inches and
3,298 pounds by 1979. Substitution
of lightweight metals, plastic, and
smaller engines also contributed to
reduced vehicle weight. The lighter
1979 models were more fuel efficient:
According to EPA estimates for city
driving, the full-size model improved
from 13 mpg in 1976 to 15 mpg in
1979 and the intermediate model from
16 mpg to 19 mpg. Another factor
that has contributed somewhat, and
will contribute more, to improved
fuel economy is the increased use of
diesel engines in large cars. Although
still accounting for less than 5 percent
of large car sales, diesel engine use
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more than tripled last year; diesel
engines were rated about 5 mpg
higher than conventional engines in
the same models.

In the small car category, introduc-
tion of several new high-mileage sub-
compact models raised overall fuel econ-
omy. Increased installation of four-
cylinder instead of six-cylinder engines
also resulted in improved fuel economy
for small cars; a four-cylinder engine
was rated 3 mpg higher than a six-
cylinder engine in the same 1979 sub-
compact model. Measures to enhance
the acceptability of small cars include
the use of turbochargers to provide
extra power when needed in smaller en-
¢ines and front-wheel drive to preserve
interior space. Downsizing of compacts
is underway; the first downsized line
of compacts was introduced at mid-
year as 1980 models. Downsizing of
several other compact models is sched-
uled for 1981 and 1982, as is the intro-
duction of several replacement sub-
compact models.

New car pricing

Continuing the practice begun in
1978, U.S. car manufacturers raised
new car prices several times during the
model year. By applying several small
price increases instead of one large
yearly increase, manufacturers are able
to react more quickly to changes in
production costs and to adjust in-
dividual model and option prices—e.g.,
prices of large eight-cylinder engines—
to changes in market conditions. At
model-year introduction last fall, prices
were raised an average of 4—4} percent
on all models, compared with about 6
percent the previous 2 years. Prices
were raised in December and April by
about 2-2% percent and again in July
by about 1 percent. The introduction
and December increases were higher on
large cars, which were selling well in the
beginning of the model year. The higher
increases on large cars were prompted
by concern about meeting the CAFE
standard; manufacturers also boosted
the price of large eight-cylinder engines
to discourage their selection by buyers.
As the year progressed, the shift in sales
composition lessened the concern about
CAFE, and the highest increases were
on small cars. Announced price in-
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creases on the 1980 models are 4-5
percent—about the same as last model
year; the highest increases are on small
cars.

Prices of imported cars are affected
not only by manufacturers’ prices but
also by exchange rates. During the 1978
model year, prices of the most popular
imports were raised over 20 percent,
largely due to the depreciation of the
U.S. dollar against the Japanese yen
and German mark. Concurrently, U.S.
manufacturers held down price in-
creases on domestic small cars, putting
imports at a competitive disadvantage.
From November 1978 to the end of the
1979 model year, the depreciation of the
U.S. dollar halted, and price increases
on domestic small cars exceeded those
on imports. Price increases announced
by several leading Japanese manufac-
turers on their 1980 models are in the
1-2% percent range, considerably less
than those on comparable domestic
models.

New car inventories and production

At the beginning of the 1979 model
year, domestic new car inventories were
1,652,000 (seasonally adjusted), their
lowest level since mid-1977, and
the inventory/sales (I/S) ratio was 2.1,
close to the 2.0 level considered desir-
able. In the fourth quarter of 1978,
production at 9.5 million, and sales at
9.3 million (both at seasonally adjusted
annual rates) were strong; inventories
increased to 1,740,000, but the I/S ratio
was only 2.2. First-quarter production,
up slightly to 9.6 million, was boosted
by the stockpiling of 1980 models for
midyear introduction by one major
manufacturer. Sales stabilized at 9.3
million, but the composition shifted
toward small cars. Inventories edged up
to 1,800,000, and the I/S ratio to 2.3.
Inventories, however, were unbalanced;
supplies of several small car models
were tightening, and some intermediate
and full-sized models were overstocked.
In the second quarter, the situation
worsened; intermediate and full-size
car sales declined sharply, but small
car sales increased to record levels.
Total production was cut to 8.7 million;
manufacturers periodically suspended

production at many \arge car manu-
facturing plants as inventories acCUINU-
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lated. Small car production was limited
by plant capacities, and inventories
were run down. In April, a truckers’
strike and lockout slowed production
of all models, further reducing small car
inventories. Nevertheless, total produc-
tion still exceeded total sales by a wide
margin. Inventories were a record
1,914,000 by the end of the second
quarter, the I/S ratio was up to 2.9, and
the unbalance persisted.

Recent detelopments

Tn the third quarter, U.S. manufac-
turers took steps to alleviate the n-
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ventory buildup. To clear the way for
the 1980 models, they offered bonus
payments to dealers and direct rebates
to consumers on slow-selling, over-
stocked intermediate and full-size 1979
models. Introduction of the 1980 models
was delayed to mid-October to provide
more time for sale of the 1979’s. Helped
by these actions, domestic intermediate
and full-size sales picked up markedly
from the second quarter—intermediates
from 2.2 to 2.7 million and full-size
from 1.8 to 2.2 million. By the end of the
quarter, inventories were reduced to
about 1,700,000, and the I/S ratio to 2.4.
Domestic production, mostly 1980
models, dropped to an extremely low
level—7.9 million—in the third quarter.
Plant downtime for model changeover
was extended, line speeds were slowed
and work shifts eliminated, and periodic
closings continued at plants producing
large cars. By the end of the third
quarter, the U.S. automotive industry
had more than 85,000 workers on in-
definite layoff.

According to current schedules,
fourth-quarter production will be at
about the same low level as in the third
quarter, The sales picture for the fourth
quarter and the rest of the 1980 model
year is clouded by uncertainty about
the extent to which the dealer incen-
tive and consumer rebate programs
“borrowed sales”’ from the future, about
the impact recent increases in interest
rates will have on the cost and avail-
ability of financing for purchases by
consumers and businesses and for inven-
tory carrying charges for dealers, and
about the effect further gasoline price
increases or shortages might have.

New Trucks

Retail sales of new trucks totaled
3.7 million in the 1979 model year, the
first model year decline since 1975. New
truck sales peaked at a record 4.3 million
(seasonally adjusted annual rate) in the
fourth quarter of 1978, declined slightly
to 4.0 million in the first quarter of 1979,
dropped sharply to 3.3 million in the
second quarter, and remained at that
level in the third (chart 10).

More than three-fourths of all new
trucks sold in the United States in the
1979 model year were domestic light
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by business—residences bought by con-
sumers are classified as investment.
Common sense suggests that such pur-
chases are investment rather than
consumption.

Third, about 15 percent of GNP orig-
inates outside of the business system.
Nonbusiness production includes the
services provided by household em-
ployees (and by the employees of non-
profit institutions), the services provided
by government employees, and the
services provided to foreigners by factors
of production owned by residents of the
United States (net of the services pro-
vided to the United States by factors
of production owned by residents of
foreign countries). The first two cate-
gories of nonbusiness production are
measured by the compensation of
employees of households (and nonprofit
institutions) and of government. The
last category is measured by the net
inflow from abroad of employee com-
pensation and—much more important—
of property incomes (interest, dividends,
and branch profits). The household and
institutional component is included in
consumer purchases (sales to con-
sumers) ; the government, component, in
government purchases (sales to govern-
ment); and the foreign component, in
net exports (sales to foreigners).

Fourth, in addition to monetary
transactions, GNP includes “imputa-
tions” for certain items of production in
kind. These amount to less than 10
percent of GNP. The major items are:
wages and salaries in kind, food and
fuel produced and consumed on farms,
the value of services rendered by owner-
occupied dwellings, and the value of
services furnished without payment by
financial intermediaries. Each of these
imputations is made in order to obtain
a better view of total national output
and of its distribution. This statement
can be illustrated by one of the imputa-
tions for wages and salaries in kind. If
only monetary transactions were taken
into account, meals provided free to
restaurant workers—unlike meals sold
by restaurants—would not appear as
part of GNP, and the wages of res-

taurant workers would be understated
1'(3]8,1..'1V0 to the wages of workers who
Treceive their wapes ;

8€S In monetary form,
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GNP as a sum of incomes

The second way of measuring GNP
is based on a secif-evident proposition:

Value of production=
costs of production+profits.

To shorten the discussion, the following
explanation omits the application of
this formula to the single business unit,
and applies it directly to the business
system as a whole. When the formula
is applied to the business system, a
major category of costs of a single
business unit—current-account pur-
chases—cancels out because, as has
been explained, the current-account
purchases of one unit are the sales of
another. The costs remaining in the
formula for the business system fall into
four main categories: compensation of
employees, net interest, depreciation
and other capital consumption allow-
ances, and indirect business taxes.
Employee  compensation  consists
mainly of wages and salaries, but in-
cludes also employer contributions to
social security and private pension and
welfare funds. Net interest is interest
paid by the business system less the
interest it receives. Depreciation, ete.,
represents the cost of plant and equip-
ment used up in production. Indirect
business taxes are taxes that can be
charged to business expense—for ex-
ample, sales and excise taxes and
business property taxes.

The difference between the value of
business production and the costs just
enumerated is business profits, ol which
corporate profits is the largest category.
Corporate profits are measured before
taxes on them. (Corporate profits taxes
are not an expense in the strict sense
of the word, because, unlike business
expenses proper, they cannot be deter-
mined before profits are calculated.)
The other major profits category is the
income of unincorporated business (sole
proprictorships and partnerships), in-
cluding the independent professions.
The last category of profits, called
rental income of persons, is very similar

to the income of unincorporated bus;-
ness. '

TI'II.S itemization of costs and profits is
applicable to business production. The
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items used to measure nonbusiness pro-
duction were enumerated earlier. In
measuring GNP as a sum of incomes,
these items are combined with like
items of business costs and profits. For
example, the compensation of em-
ployees of households is combined with
the compensation of employees of busi-
ness, and the net inflow of interest from
abroad is combined with net interest
paid by business.

The National Income and Product
Account

The results derived so far are shown
for the year 1978 in the National In-
come and Product (NIP) Account, which
is account 1 of table 1. On the right-
hand side, GNP is measured as a sum of
products. On the left-hand side, it is
measured as a sum of incomes. The
following points are intended to help
make the table intelligible.

First, the items ‘“subsidies, etc.,”
“business transler payments,” and
“statistical discrepancy” are new. The
first of these can be regarded as negative
indirect business taxes. The business
transfer payments item is largely bad
debts incurred by consumers. Sales on
the right-hand side of the account in-
clude credit sales before delaults; ac-
cordingly, bad debts are an element ol
business cost. They are labeled transfer
payments (the term used in the NIPA’s
for gifts), because they represent values
paid to consumers for which they do not
render services. Finally, the statistical
discrepancy is the GNP measured as a
sum of products less GNP measured as
a sum of incomes. In theory, the statis-
tical discrepancy should be zero, be-
cause profits is a residual—the value of
production less the costs of production.
In practice, the statistical discrepancy
is not zero, because the income and
product sides of the NIP account are
estimated independently, and—given
the imperfection of the source data—
are subject to error.

Second, the term “inventory valua-
tion adjustment” is attached to proprie-

! inpe
}(ES income and to corporate profits,

Is ter : :

inventt)e;m flags t.h at, with respect to

wventory accountin
f)f profits are based
In the NIPA’s ratp,

g these two formsg
on the method used
er than on methods
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sumption allowances, which are de-
ducted from gross private domestic
fixed investment to express it on a
net basis.

National income is the incomes that
originate in the production of goods and
services attributable to labor and prop-
erty supplied by residents of the United
States. Thus, it measures the factor
costs of goods and services produced.
Incomes are recorded in the forms in
which they accrue to residents, and are
measured before deduction of taxes on
those incomes. They consist of the com-
pensation of employees, proprietors’ in-
come, rental income of persons, corpo-
rate profits, and net interest.

Compensation of employees is the in-
come accruing to employees as remu-
neration for their work. It is the sum
of wages and salaries and supplements
to wages and salaries.

Wages and salaries consists of the
monetary remuneration of employees,
including the compensation of corporate
officers; commissions, tips, and bonuses;
and receipts in kind that represent in-
come to the recipients. It consists of
disbursements (1-3) and wage accruals
less disbursements (1-4). Disbursements
is wages and salaries as just defined
except that retroactive wages are count-
ed when paid rather than whean earned.

Supplements to wages and salaries
consists of employer contributions for
social insurance and of other labor
income. Employer contributions for social
insurance (1-6) includes employer pay-
ments under the following programs:
Federal old-age, survivors, disability,
and hospital insurance; State unem-
" ployment insurance; railroad retire-
ment and unemployment insurance;
government retirement; and publicly
administered workman’s compensation.
Other labor income (1-7) includes em-
ployer contributions to private pension
and welfare funds, and directors’ fees.

Proprietors’ income with inventory
valuation and capital consumption ad-
Justments (1-8) is the monetary income
and income in kind of sole proprietor-
ships and partnerships, including the
independent professions, and of pro-
ducers’ cooperatives. Interest and divi-
dend income received by proprietors,
and rental incomes received by persons
who are not primarily engaged in the
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real estate business are excluded. The
inventory valuation adjustment is de-
scribed under corporate profits and the
capital consumption adjustment under
capital consumption allowances.

Rental income of persons with capital
consumption adjustment (1-9) is the
monetary income of persons from the
rental of real property, except the in-
come of persons primarily engaged in
the real estate business; the imputed
net rental income of owner-occupants
of nonfarm dwellings; and the royalties
received by persons from patents, copy-
rights, and rights to natural resources.
The capital consumption adjustment is
described under capital consumption
allowances.

Corporate profits with inventory valua-
tion and capital consumption adjust-
ments is the income of corporations
organized for profit and of mutual
financial institutions that accrues to
residents, measured before profits taxes,
before deduction of depletion charges,
alter exclusion of capital gains and
losses, and net of dividends received
from domestic corporations. In addition
to profits earned in domestic operations,
corporate profits includes net receipts of
dividends and branch profits from
abroad. In other major respects, profits
are defined in accordance with Federal
income tax regulations. The capital
consumption adjustment is described
under capital consumption allowances.

Profits before tax is corporate profits
without inventory valuation and capital
consumption adjustments.

Profits tax liability (1-12) is Federal,
State, and local taxes on corporate
income.

Profits after taz is profits before tax
less profits tax liability. Dividends (1-14)
is payments in cash or other assets, ex-
cluding stock, by corporations organized
for profit to stockholders who are U.S.
persons. Undistributed profits (1-15) is
corporate profits before tax less cor-
porate profits tax liability and less
dividends. It equals the change in
corporate net worth stemming from
current operations. It may also be
viewed as the sum of purchases of fixed
assets, the change in the book value of
corporate inventories, and the net
acquisition of financial assets, less the
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sum of capital consumption allowances,
net borrowing, and net stock issues.

Inventory valuation adjustment (1-16)
is the change in the business inventories
component of GNP (CBI), which is
measured as the change in the physical
volume of inventories valued in prices
of the current period, less the change in
the value of inventories reported by
business (book value). The IVA is
required because, according to the
inventory accounting methods used by
business, the change in book values
generally differs from the CBI. Measure-
ment of inventory change as physical
volume change valued in prices of the
current period conforms its treatment
to that of all other components of GNP.
An alternative definition of the IVA
as the excess of the replacement cost of
inventories used up over their historical
acquisition cost is often helpful. That
this definition is equivalent to the
definition stated above follows from the
fact that, according to all methods of
inventory valuation used by business,
inventory purchases in an accounting
period are reflected in book values in
the prices of that accounting period. To
make the measurement of charges
against GNP consistent with GNP, the
IVA must be applied to reported cor-
porate profits and proprietors’ income,
because these are based on the same
accounting methods that underlie the
book value of inventories.

Net interest (1-18) is interest paid by
domestic business less interest received
by it, plus net interest received from
abroad. In addition to monetary inter-
est flows, net interest includes flows of
interest in kind (imputed interest). The
latter have their counterparts in similar
service charges. The portion of the
imputed interest flows that is allocated
to consumers and government is a
component of net interest and the
associated service charges are included
in PCE and government purchases.

Business transfer payments (1-20) in-
cludes corporate gifts to nonprofit
institutions and bad debts incurred by
consumers. Most of PCE is stated
before deduction of consumer bad
debts; corporate profits and proprietors’
income are stated after allowance for
bad debts. Accordingly bad debts have
to be entered explicitly among the
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charges against GNP. They are entered
as a component of businesses transfer
payments because, like gifts, they fit
into the general category of transfer
payments, which are defined as pay-
ments to persons for which the latter
do not perform current services.

Indirect business tax and nontax Lia-
bility (1-21) consists of tax liabilities
(except employer contributions for so-
cial insurance) that are chargeable to
business expense in the calculation of
profit-type incomes, and of certain
other business liabilities to general
government that it is convenient to
treat like taxes. Indirect business taxes
includes sales, excise, and property
taxes. Taxes on corporate income are
excluded because such taxes cannot be
calculated until profits are known, and
in that sense, are not a business expense.
Nontaxes includes regulatory and in-
spection fees, special assessments, fines
and penalties, rents, and royalties, and
donations. Nontaxes generally excludes
business purchases from government of
goods and services that are similar
to business purchases of intermediate
products from other businesses. Gov-
ernment receipts from the sale of such
products are netted against govern-
ment purchases so that they do not
appear in GNP and other measures of
production.

Subsidies less current surplus of govern-
ment enterprises (1-22). Subsidies is the
monetary grants paid by government
to business, including government en-
terprises at another level of govern-
ment. The current surplus of government
enterprises is their sales receipts less
their current outlays. In the calculation
of their current surplus, no deduction is
made for depreciation charges and net
interest paid. Subsidies and current
surplus are often combined because
government enterprises may incur de-
ficits by selling goods to businesses at
lower than market prices in lieu of
giving them subsidies. This is also the
major reason for not counting the cur-
rent surplus of government enterprises
as a profit-type income and, accord-
ingly, as part of factor charges.

Statistical discrepancy (1-23) is GNP
less charges against GNP other than
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the statistical discrepancy. It arises
because GNP and charges against GNP
are estimated independently by a
methodology that is subject to error.
Capital consumption allowances with
consumption adjustment (1-25). Capital
consumption allowances consists of de-
preciation charges and accidental dam-
age to fixed business capital. For non-
farm business, they are as reported on
Federal income tax returns. For farms,
nonprofit institutions, and owner-occu-
pied houses, depreciation charges are
not based on income tax returns, but
instead are NIP calculations. Capital
consumption adjustment (1-17) is the
tax return-based capital consumption
allowances less capital consumption
allawances that are based on estimates
of economic service lives, straight-line
depreciation, and replacement cost.

Personal income and outlay account

Personal income is the income received
by persons from all sources, that is, from
participation in production, from trans-
fer payments from government and
business, and from government interest,
which is treated like a transfer pay-
ment. Persons consist of individuals,
nonprofit institutions, private nonin-
sured welfare funds, and private trust
funds. Proprietors’ income is treated
In its entirety as received by individuals.
Life insurance carriers and private non-
insured pension funds are not counted
as persons, but their saving is credited
to persons. Personal income is the sum
of wage and salary disbursements, other
labor income, proprietors’ income, ren-
tal income of persons, dividends, per-
sonal interest income, and transfer
payments, less personal contributions
for social insurance.

Disposable personal income is personal
income less personal tax and nontax
payments. It is the income available to
persons for spending or saving.

Wage and salary disbursements (see
1-3).

Other labor income (see 1-7).
Proprietors’ income with
valuation and capital

adjustments (see 1-8).

Rental income of persons with capital
consumption adjustment (see 1-9).

Dividends (see 1-14).

inventory
consumption
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Personal interest income is the interest
income of persons from all sources. It
is the sum of net interest (see 1-18),
plus interest paid by government to per-
sons and business (2-14) less interest
recewed by government (2-15) plus in-
terest paid by consumers to business (2-
16). The last item consists of all interest
paid by individuals in their capacity as
consumers, and accordingly excludes
interest payments on mortgages and
home improvement loans, because home-
owners are treated as businesses in the
NIPA’s. The derivation of personal in-
terest income can be explained as fol-
lows. Net interest equals interest paid
by producers (that is, business and U.S.
residents supplying labor and property
services to abroad) to persons and
government less interest received by
producers from consumers and govern-
ment. It therefore falls short of interest
received by persons from producers by
the amount of interest received by
producers from consumers and govern-
ment, and exceeds interest received by
persons from producers by the amount
of interest received by government
from producers. Accordingly, the former
is added to net interest, and the latter
is deducted, to obtain personal interest
income.

Transfer payments to persons is income
payments to persons, generally in mon-
etary form, for which they do not ren-
der current services. It consists of
business transfer payments (see 1-20)
and government transfer payments (2—-19).
Government transfer payments include
payments under the following pro-
grams: Federal old-age, survivors, dis-
ability, and hospital insurance; supple-
mentary medical insurance; State
unemployment insurance; railroad re-
tirement and unemployment insurance;
government retirement; workmen’s
compensation; veterans, including vet-
erans life insurance; food stamp; black
lung; supplemental security income;
and direct relief. Government pay-
ments to nonprofit institutions, other
than for work under research and de-
velopment contracts, is also included.

Personal contributions for social in-
surance (2-20) includes payments by
employees, self-employed, and other
individuals who participate in the fol-
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lowing programs: Federal old-age, sur-
vivors, disability, and hospital insur-
ance; supplementary medical insurance;
State unemployment insurance; rail-
road retirement insurance; government
retirement; and veterans life insurance.

Personal tax and nontax payments
(2-1) is tax payments (net of refunds)
by persons (except personal contribu-
tions for social insurance) that are not
chargeable to business expense, and of
certain other personal payments to
general government that it is convenient
to treat like taxes. Personal taxes in-
cludes income, estate and gift, and
personal property taxes. Nontaxes in-
cludes passport fees, fines and penalties,
donations, and tuitions and fees paid
to schools and hospitals operated mainly
by government. Nontaxes generally ex-
cludes purchases by persons from gov-
ernment of goods and services that are
similar to goods and services purchased
by persons from business.

Personal outlays is personal consump-
tion expenditures (see 1-26), interest
paid by consumers to business (see
2-16) and Personal transfer payments
to foreigners, net (2-5). The last item
is personal remittances in cash and in
kind to abroad less such remittances
from abroad.

Personal saving (2-6) is personal in-
come less the sum of personal outlays
and personal tax and nontax payments.
It is the current saving of individuals
(including proprietors), nonprofit in-
stitutions, private noninsured welfare
funds, and private trust funds. Personal
savings equals the change in the net
worth of persons, which may also be
viewed as the sum of net acquisition of
financial assets (such as cash and de-
posits, securities, and the net equity of
individuals in life insurance and in
private noninsured pension funds) and
physical assets less the sum of net bor-
rowing and of capital consumption
allowances.

Government receipts and expendi-
tures account

Personal tax and nontax payments (see
2-1).

Corporate profits tax lLiability (see
1-12).

Indirect business tax and nontax lia-
bility (see 1-21).
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Contributions jor social insurance (see
1-6 and 2-20).

Purchases of goods and services (see
1-40).

Transfer payments is transfer pay-
ments to persons (see 2-19) and transfer
payments to foreigners, net (3—4). The
latter is U.S. Government nonmilitary
grants to foreign governments in cash
and in kind, and of U.S. Government
transfer payments, mainly retirement
benefits, to former residents of the
United States.

Net interest paid is interest paid by
government less interest received by
government (see 2-15). The former is
interest paid to persons and business
(see 2-14) and interest paid to foreigners
(3-8). Interest paid to foreigners is in-
terest paid by the U.S. Government to
foreign businesses, governments, and
persons.

Substidies less current surplus of gov-
ernment enterprises (see 1-22).

Wage accruals less disbursements (see
1-4).

Surplus or deficit (—), national income
and product accounts (3-12) is govern-
ment expenditures less government re-
ceipts as defined in the NIPA’s. It may
also be viewed as the net acquisition of
financial assets by general government
and government enterprises, and net
government purchases of land and of
rights to Government-owned land in-
cluding oil resources.

Foreign transaction account

Imports of goods and services (see
1-39).

Transfer payments to foreigners (see
2-5 and 3-4).

Interest paid by goverment to foreigners
(see 3-8).

Net foreign investment (4-8) is U.S.
exports of goods and services and capital
grants received by the United States,
net (see below), less imports of goods
and services by the United States,
transfer payments to foreigners (net),
and U.S. Government interest paid to
foreigners. It may also be viewed as
the acquisition of foreign assets by U.S.
residents less the acquisition of U.S.
assets by foreign residents. It includes
the errors and omissions item in the
detailed balance of payments accounts.
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Ezxports of goods and services (see
1-38).

Capital grants received by the United
States, net (4-2) is mainly the allocation
of special drawing rights to the United
States.

Gross saving and investment account

Personal saving (see 2-6).

Wage accruals less disbursements (see
1-4).

Undistributed corporate profits with
inventory valuation and capital consump-
tion adjusiments (see 1-15, 1-16, and
1-17).

Capital consumption allowances with
capital consumption adjustment (see
1-25).

Government surplus or deficit (—), na-
tional income and product accounts (see
3-12).

Capital grants received by the United
States, net (see 4-2).

Statistical discrepancy (see 1-23).

Gross private domestic investment (see
1-30).

Net foreign investment (see 4-8).

Definitions of Sectors

In addition to the breakdown of GNP
that appears in the five-account sum-
mary of the NIPA’s, GNP can be
broken down by sectors—business,
households and institutions, govern-
ment, and the rest of the world.

Business consists of all organizations
that produce goods and services for sale
at a price intended at least to approxi-
mate costs of production. In the main,
it covers private enterprises organized
for profit, both corporate and noncor-
porate, including farm operators, the
independent professions, and lessors of
real property. Mutual financial institu-
tions, private noninsured pension funds,
cooperatives, nonprofit organizations
serving business, Federal Reserve
banks, and federally sponsored credit
agencies are also included, as well as
government enterprises. Owner-occupied
dwellings and buildings owned by non-
profit institutions serving individuals
are considered to be business establish-
ments selling their current services to
their owners.
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The business sector accounts for the
bulk of GNP, and like GNP, can be
measured either in terms of the value
of the goods and services it produces or
in terms of the costs incurred and the
profits earned in its production.

Households and institutions consists of
households of families and unrelated in-
dividuals; nonprofit institutions serving
individuals; private trust funds; and
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private noninsured welfare funds. Its
production is measured by the compen-
sation of its employees.

Government consists of all Federal and
State and local government agencies ex-
cept government enterprises. Its pro-
duction is measured by the compensa-
tion of its employees.

Rest of the world consists of foreigners
as transactors with U.S. residents. Its
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production is measured by its net pay-
ments of labor and property incomes to
the United States.

For some purposes it is useful to have
a measure of production that excludes
rest-of-the-world production. This is the
gross domestic product, which is the
market value of the goods and services
produced by labor and property located
in the United States.

ERRATUM

An additional correction to the U.S. National Income and Product Ac-
counts: Revised Estimates 1976-78, in the July 1979 Survey: In Table 1.1,
line 23 (National defense) for the third quarter of 1976 should be 86.2 billion
dollars rather than the published 86.3 billion dollars.




By RUSSELL SHELDON

A Money Market Model With the Federal Funds Rate
as the Endogenous Monetary Policy Variable

FOR the money market model
(MMM) presented in this article, the
Federal funds rate was chosen as the
principal monetary policy variable of
the Federal Reserve System (Fed). This
choice was made because the Fed used
the Federal funds rate as its principal
monetary policy variable during the
1970’s.! The new MMM includes equa-
tions showing how the Fed set the Fed-
eral funds rate by reference to the un-
employment rate, the rate of inflation,
and the growth of the money stock,

THE study on which this article is
based was completed before the Federal
Reserve announced changes in its op-
crating procedures in early October.
Starting at that time, a target rate of
growth of a member bank reserve ag-
gregate replaced a Federal funds rate
target as the principal guide to open
market operations. The model described
in the article includes an equation de-
termining the Federal funds rate target,
but—because there is no history on
which to base a similar equation for a
growth of reserves target—it does not
contain an equation determining that
target. Therefore, the change in the
Federal Reserve’s operating procedures
reduces the usefulness of the model in
stimulating money market develop-
ments. However, despite this unavoid-
able limitation, because the model was
designed to be flexible, it remains a most
useful tool for simulating not only the
effects of the Federal Reserve’s new
operating procedures but also the effects
of a wide range of its possible proce-
dures. Also, the study provides a useful
analysis of the Federal Reserve's be-
havior in the 1970’s. For these reasons,
the article is being published although
many of its results are based on the
Federal Reserve’s previous operating
procedures.
TaE EpI1TOR-IN-CHIEF

and how changes in the Federal funds
rate cause changes in the other variables
of the model. It shows interactions
among variables that differ considerably
from those shown by the typical MMM,
which is constructed as though the Fed
used nonborrowed reserves as the prin-
cipal monetary policy variable. Prob-
lems that stem from this construction
are not encountered by the new model.
When the new MMM is made part of
a complete macroeconomic model, the
Federal funds rate and, in turn, the
other money market variables of the
MMM are determined by changes that
are generated by the macroeconomic
model. Endogenization of monetary
policy responses to these changes
significantly alters the properties of a
macroeconomic model. For example,
estimates of fiscal policy multipliers
obtained from the BEA quarterly
econometric model, of which the new
MMM is a part, are smaller if monetary
policy responses are endogenous than if
Fed policy variables are set exogenously.
This result is likely to hold for macro-
economic models that have a structure
similar to that of the BEA model.
Norr.—Discussions with Charles Sivesind
of the Federal Reserve Bank of New York
were a great help in preparing this article.
Frank de Leeuw, George Green, and the staff
of the Business Outlook Division provided

useful ecriticism. Mark Rees and Lincoln
Anderson provided expert assistance.

1. Raymond F. Lombra and Raymond G. Torto provide
an especially convincing account of Fed behavior in “The
Strategy of Monetary Policy,” Economic Review of the
Federal Reserve Bank of Richmond, Sept./Oct. 1975. See
also Charles Sivesind, “A Structural Model of Money stock
Determination,” Federal Reserve Bank of New York,
August 19, 1976, and William Poole, ‘““I'he Making of Mone-
iary Policy: Description and Analysis,”” New England
Economic Review, March/April 1975,

Simplified version of the new MMM .—
Table 1 lists the equations of a
simplified version of the new MMM,
which are presented here to facilitate
understanding of the detailed presenta-
tion later in this article. The major
simplifications are that (1) only the
principal explanatory variables are in-
cluded, (2) the equations are in linear
form and do not contain lags, and (3)
the money supply consists of currency
and one broadly defined type of com-
mercial bank deposit.

To endogenize Fed response, the
Federal funds rate is related to three
variables that are generally endogenous
in econometric models: the unemploy-
ment rate, the rate of inflation, and the
rate of growth of the money stock. The
Federal funds rate responds negatively
to the unemployment rate and posi-
tively to the rate of inflation and to the
rate of growth of the money stock
(equation 1).

Equation 2, which exploits the prev-
elence of arbitrage in the market for
short-term securities, relates the 3-
month Treasury bill rate to the Federal
funds rate. The Treasury bill rate, in
turn, is an important variable in equa-
tions 3 and 4, which explain rates paid
on time deposits at commercial banks
and at thrift institutions. Along with
per capita GNP and the deflator for
GNP, these interest rates are important
variables in the demand equation de-
termining the money stock (equation 5).
The equation shows that the money
stock responds negatively to the Treas-
ury bill rate and the thrift deposit rate
and positively to the commercial bank
time deposit rate. In equation 6, cur-
rency in circulation is related to con-
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sumer expenditures. In equation 7,
required reserves are determined by the
money stock, by the share of deposits
held by member banks, and by the
reserve requirement ratio. Equations
8 and 9 show that banks exactly satisfy
reserve requirements with a mix of
borrowed and nonborrowed reserves
that depends on the relationship be-
tween the Federal funds rate and the
discount rate. The discount rate is
determined by equation 10, which
shows that the Fed changes the dis-
count rate when the Federal funds rate
changes. Equation 11 is an identity
reflecting the Fed balance sheet. It
shows that the Fed changes its holdings
of Federal debt (i.e., engages in open
market operations) to match changes
in currency and nonborrowed reserves.

The chain of reactions in the new
MMM may be illustrated as follows:
Assume that the Federal funds rate is
increased initially in response to a
change in one or more of the variables
that influence the Fed in setting the
Federal funds rate. The increase in the
Federal funds rate will cause the Treas-
ury bill rate to increase and lead to a
reduction of the money stock. This re-
duction will reduce required reserves
and lead to a reduction in desired hold-
ings of nonborrowed and borrowed re-
serves. Next, the model predicts open
market sales of Treasury securities by
the Fed sufficient to achieve the reduc-
tion in reserves to a level consistent
with the increased Federal funds rate
that resulted from the assumed change.
Of course, because the money stock has
been reduced, there will be further
changes in the Federal funds rate,
which will damp the initial change.

Differences between new and typical
MMM.—To throw light on differences
between the new and the typical
MMM, the new MMM can be restruc-
tured (without reestimation) so that
it is similar to the typical MMM in that
nonborrowed reserves becomes the prin-
cipal policy variable. In the restruc-
turing, the Federal funds rate equation
is eliminated and the equation for non-
borrowed reserves is transposed so that
the Federal funds rate becomes the
dependent variable.?

2. Equation 8 of table 1 would read:
8. RFED=(as+bsRDIS+dsRESR—-RESNB)/cs.
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Table 1.—Equations for the Simplified Version of the New Money Market Model

RFED=81—I)1UR+01P+d1M

. RTB=2a,+ph,RFED
RTD=2;+1;RTB+c¢;RSL
RSL=a4+b4RTB+c4RTD

. M/(PGNP:N)=a;+h;GNP/N+
C5RTD—d5RSL'—'e5RTB

. CUR=35+‘)°C$

o rmoom

7. RESR=R-RMBD(M—-CUR)

8. RESNB=az+hsRDIS—¢;RFED 4
dsRESR

9. RESB=—a;—bsRDIS+c¢;sRFED+
(1—ds) RESR

10. RDIS=a10-‘r—meFED

11. AFRFD=ACUR+ARESNB

Definitions of Variables

RFED: Federal funds rate
UR: Unemployment rate

P: Rate of inflation
M: Rate of money stock growth
RTB: 3-month Treasury bill rate
RTD: Rate on small denomination time
deposits at commercial banks
RSL: Rate on insured time deposits at
thrift institutions
M: Money stock
PGNP: Deflator for GNP
N: Population

GNP: Real gross national product
CUR: Currency in circulation
C$: Consumption expenditures
RESR.: Required reserves
R: Required reserve ratio
RMBD: Share of deposits held by member
banks
RESNB: Nonborrowed reserves
RDIS: Discount rate
RESB: Borrowed reserves
FRFD: Fed holdings of Federal debt

In the restructured model, the re-
serves variable must be set exogenously
because, inasmuch as the Fed has not
used nonborrowed reserves as its prin-
cipal policy variable, it is not possible
to include an equation that predicts
how the Fed would change nonborrowed
reserves in response to changing eco-
nomic conditions. Accordingly, the re-
structured model exhibits the problems
of the typical model. First, the en-
dogenous variables of the typical MMM
are subject to errors that stem from
errors made in setting nonborrowed
reserves exogenously. Second, even if
nonborrowed reserves are accurately
set, the short-term interest rates pre-
dicted by the typical MMM are subject
to error. The error stems from the sys-
tem of reserve requirements—these re-
quirements are fractional, apply only to
member banks, and vary according to
the size of the bank and the type and
maturity of the deposit—and from the
inelasticity of the relationship between
the money stock and the Treasury bill
rate. Given the complexity of the sys-
tem of reserve requirements, it is diffi-
cult to predict changes in the money
stock from changes in nonborrowed re-
serves, and given the inelasticity of the
money stock-Treasury bill rate relation-
ship, errors in the money stock result in
large errors in short-term interest rates.

The new MMM avoids these prob-
lems. First, errors that stem from
setting the principal policy variable
exogenously are avoided because, as
shown in the simplified equations, the

new MMM starts with the Federal
funds rate and determines that rate
endogenously. Second, the chain of
causation built into the typical model
is reversed. In the new model, the chain
runs from short-term interest rates to
the money stock to nonborrowed re-
serves, and the errors stemming from
the system of reserve requirements do
not affect predictions of the money
stock and short-term interest rates.

Interactions among variables in the
new MMM differ considerably from
those in the typical model and more
reliably represent actual interactions
among these variables as long as the
Fed follows its policy of controlling the
Federal funds rate. Simulations of the
effects of changes in reserve require-
ments and in the discount rate illustrate
the major differences.

In a simulation of changes in reserve
requirements, the new MMM predicts
that these changes have little impact
on the Treasury bill rate or on the
money stock. This prediction reflects
the fact that in the new MMM the Fed
validates its desired Federal funds rate
by changing the volume of reserves
Accordingly, if a change in reserve re-
quirements tended to alter the Federal
funds rate, the effect of such a change
on the Federal funds rate, and thus on
the Treasury bill rate and on the money
stock, would be offset by a change in
the volume of reserves. In contrast, in
the typical model, with nonborrowed
reserves set exogenously, increases in
reserve requirements lead to declines in
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the money stock and increases in the
Treasury bill rate.

In a simulation of changes in the
discount rate using the new MMM,
changes in the discount rate alter the
mix of borrowed and nonborrowed re-
serves, leaving required reserves, the
Treasury bill rate, and the money stock
unchanged. In the typical model,
changes in the discount rate lead to
roughly equivalent changes in the
Treasury bill rate.

In the section that follows immedi-
ately, evidence is presented that the
Federal funds rate was the principal
monetary policy variable of the Fed in
the 1970’s. The next two sections pre-
sent and evaluate the reliability of the
new MMM. The final section presents
fiscal policy multipliers that show that
the properties of the BEA quarterly
econometric model are significantly al-
tered by the endogenization of mone-
tary policy responses.

Fed policy variable during the 1970°s

This section identifies the principal
monetary policy variable used by the
Fed to guide open market operations
during the 1970’s. By policy variable is
meant the monetary variable the Fed
controls to attain its goals. Presumably
the principal policy variable is one
of the three—growth of reserves, growth
of the money stock, and the Federal
funds rate—for which the Fed publishes
“target” ranges. For the variables
that are not the principal policy
variable, the target ranges are predic-
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tions consistent with the achievement
of the target for the principal policy
variable, and like all predictions, are
subject to error, especially in turbulent
years.

Table 2 is an adaptation of a table
used by Raymond E. Lombra and
Raymond G. Torto.? The table shows
2-month ‘‘target ranges’’ set at Federal
Open Market Committee Meetings in
1974 for the growth of the money stock,
the growth of reserves, and the Federal
funds rate as well as actual values for
these variables. The growth of reserves
and the growth of the money stock often
fell well outside the target range, and
the Federal funds rate generally fell well
within the target range. It can be con-
cluded that the growth of reserves was
not the principal policy variable, be-
cause it often fell outside the target
range even though it is easy to control.
Inasmuch as the growth of the money
stock is difficult to control, it cannot
yet be ruled out as the principal policy
variable simply because it often fell out-
side the target range. The Federal funds
rate appears to be the principal policy
variable because it generally fell within
the target range and, if the growth of
the money stock had been the principal
policy variable, it would have been diffi-
cult to predict the Federal funds rate
over the substantial range in which it
varied in 1974.

Information for later periods confirms
these conclusions. The actual values for
the Federal funds rate generally con-

3. “Strategy of Monetary Policy.”
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tinued to fall within the target range.
Of course, it was easier to make accurate
predictions for these periods, and ac-
cordingly, the actual values for the
growth of the momey stock and for
reserves fell more often within the target
range than in 1974.

It still could be argued that growth of
the money stock was the principal
policy variable, but that the Fed
attempted to achieve its targets over
periods longer than 2 months, e.g., four
quarters. However, this view is not
supported by the data. Since 1975,
when the Fed began publishing four-
quarter target ranges for M1 and M2
growth, the actual values often fell
outside the target range. For example,
during 1976-77, actual values for M1
and M2 growth were within the target
ranges set during 1975 and 1976 in
only 50 percent of the cases.

The equations of the money market
model

This section presents the new MMM.
The equations are presented and dis-
cussed in the following order: Federal
funds rate; Treasury bill rate and time
deposit interest rates; monetary ag-
gregates; and bank reserves, discount
rate, and Fed balance sheet. The dis-
cussion covers specification and statis-
tical tests of the equations.

Federal funds rate.—Evidence has
been presented that the Fed used the

4. For example, in 1976 the actual value of the Federal funds
rate was always within the target range. See Alan R. Holmes
and Peter D. Sternlight, “The Implementation of Monetary
Policy in 1976,” Federal Reserve Bank of New York Quarterly
Review, Spring 1977.

Table 2.—~Two-Month Target Ranges and Actual Values for Key Monetary Variables in 1974

Growth of money stock (M) | Growth of reserves available to
(seas. adj. annual rate) support  private deposits | Federal funds rate (percent)?
Date of Federal Open Market Committee Meeting (seas. adj. annual rate)
Target range | Actual value ! | Target range | Actual valuet | Target range | Actual value
Jan. 22, 1974 o m e 3. 00-6. 00 4.7 4.75- 7.75 3.3 8.75=10, 00 8.93~ 9,47
Feb. 20, 1974 6. 50-9. 50 11.8 3. 50~ 6.50 5.8 8.25~ 9.50 8.81- 9.33
Mar. 19, 1974. .. 5.50-8. 50 9.6 4.00- 7.00 15.8 9.00-10, 50 9.61-10. 36
Apr. 16,1974 ___ 3.00-7.00 6.5 6. 00-11. 00 20.7 39.75-11.25 10.78-11. 46
May 21, 1974 3.00-7.00 6.3 13. 00~20. 00 20,0 311,00~11. 75 11.45-11. 85
June 18, 1974 e ———— e e 3. 50=7. 50 4.8 10. 00-13. 50 13.5 311.25-13.00 11.97-13. 55
July 18, 1974.___ 2. 00-6. 00 2.1 8.75-11. 756 9.0 11. 50~13. 00 12. 02-12. 60
Aug. 20, 1974 4.75-6.75 L5 7.75- 9.75 7.7 11. 50-12. 50 11.48-11. 84
Sept. 10, 1974 3.00-6.00 2.6 6.00- 8.50 3.5 410.25~12.00 10.11-11. 41
Oct. 15, 1974__. 4.75=7.25 5.3 5.50- 8.00 -2.1 9. 00~10. 50 9.34- 9.81
Nov. 19, 1974 e 6. 50-9. 50 4.5 2.50~ 5.50 3.2 8. 50~10. 00 8,72~ 9.46
Dec. 17, 19740 ¢ o oo e e e e e em 5.00~7.00 ~3.4 9. 00-11. 00 3.9 47,13~ 9.00 7.17- 8.45

1. Averaged over two-month target period.

2. Target range and actual value apply to statement week averages during inter-meeting

period.

3. Upper limit of range raised between meetings to figure shown.
4. Lower limit of range lowered between meetings to figure shown.

NoTE.—Actuals for the money stock and reserves do not reflect benchmark revisions or

revisions in the seasonal factors made following the period to which data relate.

Source: Adapted from Raymond E. Lombra and Raymond G. Torto, “The Strategy of
Monetary Policy,”” Economic Review of the Federal Reserve Bank of Richmond, Sept./Oct.
1975.
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Federal funds rate as its principal
policy variable during the 1970’s. In
setting the Federal funds rate, high
employment and domestic price sta-
bility were the major goals that the
Fed sought to attain. However, because
monetary policy is believed to affect
these goals not only via interest rates
but also via the money stock, the Fed,
in setting the Federal funds rate, also
took the growth of the money stock
into consideration.? Accordingly, Fed
behavior during the 1970’s can be
modeled using unemployment, domes-
tic price stability, and money stock
growth to explain the Federal funds
rate. Usually the Fed increased the
Federal funds rate when unemployment
decreased, when the rate of inflation
increased, and when the rate of growth
of the money stock increased ; usually it
decreased the Federal funds rate when
these variables moved in the other di-
rection. The way in which these re-
lationships are specified and estimated
is explained below.

To obtain the coefficient estimates
for the equations of the MMM, includ-
ing the Federal funds rate equation, the
iterative instrumental variables (IIV)
technique was used to deal with the
problem of simultaneous equations
bias.® This problem was present because,
as can be recalled from the discussion of
the simplified version of the MMM,
several endogenous variables appear as
explanatory variables in other equations
of the MMM.

Techniques that deal with simul-
taneous equations bias involve the
construction of instrumental variables.
Because of its volatility, construction
of such a variable for money stock
growth to be used in the Federal funds
rate equation is difficult. Two-stage
least squares technique would be in-
adequate because the instrumental

5. Economic growth is a Fed goal also, but it was not listed
separately, because its relationship to the high employment
goal is very close. No reference is made to exchange rates.
even though they are frequently mentioned by the Fed in
explaining its policies, because the relationship between
domestic price stability and exchange rates is close.

6. The IIV technique used was suggested by Herman Wold,
**Nonlinear Estimation by lterative Least Squares.” Re¢-
search Papers in Statistic, F. N. David, ed., John Wiley and
Sons, 1966. Tn Wold’s technique, model solution values for the
endogenous variables are used directly as regressors. His
technique differs from the one dicussed by M. Dutta and E.
Lyttkens, in “Iterative Instrumental Variables Methods and
Estimation of a Large Simultancous System,’” Journal of the
American Statistical Aszociation, vol. 60, 348.

SURVEY OF CURRENT BUSINESS

variable, which is constructed under
this technique by linear regression on
exogenous and predetermined variables,
would be inefficient and unlikely to yield
satisfactory results in a second-stage
regression. The IIV technique used the
money stock equations of the MMM to
build an instrumental variable for
money stock growth that provides more
efficient estimates of the coefficients, in
addition to reducing simultaneous equa-
tions bias. The IIV technique also
increased the efficiency—relative to the
two-stage least squares technique—of
the coefficient estimates in the other
equations of the MMM to which it was
applied to build instrumental variable
for short-term interest rates and other
volatile endogenous explanatory vari-
ables.

The Federal funds rate equation is
presented in table 37 The unemploy-
ment variable was measured by the gap
between the actual unemployment rate
and the “high-employment” unemploy-
ment rate. The latter was set at 4 per-
cent through 1974 and increased to 4.5
percent in 1975:1 and to 5 percent in
1975:2. Of course, the unemployment
rate compatible with price stability had
in fact increased more gradually, re-
flecting increasing labor force participa-
tion of groups that experience relatively
high unemployment rates as well as
other factors. Increases were not intro-
duced into the equation, however, until
1975, on the assumption that there was
a lag in policymakers’ recognition of the
increases.® The domestic price stability
variable is measured by a distributed
lag of past actual rates of inflation,
which is a proxy for the expected rate
of inflation. The price index used to
calculate this proxy was the implicit
price deflator for GNP. A Pascal lag
structure was used to ensure that any
rate of inflation, if maintained, will

7. A lagged dependent variable was used in many of the
equations of the model. Use of a lagged dependent variable
causes the dependent variable to respond to changes in the
explanatory variables with a distributed lag. In these equa-
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Table 3.—Equation for Federal Funds Rate !

RFED=—3.61—2.24(UR-URF) 4

(4.9) _(5.6)
1.18 PEXP+0.336 M1G+-
(4.5) (3.5)

0.515 RFED,_,
(4.7)

R2=0.907, S=0.786, 1970:1-1976:4?

Definitions of Variables

RFED:
UR-URF:

Federal funds rate (percent)
Deviation of unemployment rate
from “high employment’”’ unem-
ployment rate (gercent)
Unemployment rate (percent)
“High employment” unemploy-
ment rate, equal to 4.0 before
1975, 4.5 in 1975:1, 5.0 after
1975:1 (percent)

If UR were less than URF, zero
would be entered for (UR-URF)
Growth rate of M1l over two
quarters less 6.0 (percent):
(2 (M1 M1:,)/M1,,-.0591) 100
A distributed lag proxy for the
exnected rate of wnrice change
(percent): 1.4 PEXP,, ~ .49
PEXP.,+.09 PDOT
400(PGNP-PGNP,_)/PGNP,,
Implicit price deflator for GNP

UR:
URF:

M1G:

PEXP:

PDOT:
PGNP:

1. Because 2 Jagged dependent variable is present in the
Federal funds rate equation. a correction for autocorrelation
was attempted but not used because the estimated parameter
for the lagged error term (U.-1) was insignificantly different
from zero.

2. The sample period begins in 1970:1, because it was about
that time that ¢he Fed gave increased weight to money stock
growth (specifically M1 growth) in determining the target
for the Federal funds rate.

Note.—In table 3-8, t-ratios are given in parentheses belg_w
coefficient estimates. Adjusted R?, the standard etror (8),
the Durbin-Watson statisiic (D/W). and the sample period
are presented. (The D/W statistic is inapplicable and there-
fore omitted when equations include a lagged dependent
variable but do not include a correction for serial correlation.)
In equations that incorporate a correction for first-order
autocorrelation, U1 indicates a lagged error term.

cause the expectations variable to ap-
proach the actual rate. The variable for
the growth of the money stock was
measured by the deviation of M1
growth over two quarters from a target
rate of growth. A 6-percent rate of
growth—a rate close to the average
growth rate in the sample period—was
used for this target; use of any partic-
ular rate affects only the value of the
constant term in the equation.®

tions, the coefficient of an explanatory variable es the
initial-period response of the dependent variable to changes
in the explanatory variable. If the coefficient of the lagged
dependent variable is ¢ and the coefficient of another explana-
tory variable is b, the permanent response of the dependent
variable to a sustained change in the explanatory variable is
B/ (1-0).

8. The Council of Economic Advisers upped its estimate
of the “high employment” unemployment rate from 4 per-
cent to 4.9 percent in its January 1977 repori.

9. Sivesind, “Money Stock Determination,” developed a
monthly rate-setting equation similar to the equation devel-
oped here.

Ray Fair, in a Cowles Foundation discussion paper en-
titled “The Sensitivity of Fiscal Policy Effects to Assump-
tions about the Behavior of the Federa) Reserve,” also comes
to the conclusion that short-term interest rates responded
positively to money stock growth and the rate of inflation.
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Table 4.~Equations for Interest Rates

RTB=0.863 RFED—0. 08151RGAP[RGAP 13.07(FBF+ FBSL)/GNP$
(32.8) (3.3) (1.6)

T2=0.854, S=0.857, D/W=1.90, 1970:1—1976:4
RTD=(0. 0)82 +?7963)R1Dt_1+0 .025 ARTDQ+(2)323 RTB) DUMA
(2.4 .

4(—0.335+1.01 RTDQ) (1 DUMA)
(47 (71.9)
R2=0.997, S=0.005, 1960:1-1976:4

RSL=(0.081+0. 052 RTD +0.048 RM +0, 876 RSL;;) DUMB+(—0.032

(2.4) (3.1 (5.5) (36.3) (.3)
+? 15)7 RSLME-I—? 85)0 RSL;-y) (1-DUMB)
1.4
R2=0.998, $=0.031, 1960:1~1976:4

Definitions of Variables

RTB: 3-month Treasury bill rate (per- RTDQ: Maximum interest rate on small
cent) denomination time deposits at com-
RGAP: Difference between RFED in a par- mercial banks (percent)
ticular period and the average value DUMA: Dummy for commercial bank time
of RFED between 1968:1 and that deposit ceiling rate effect (see text)
period; vertical bars indicate abso- RSL: Average interest rate paid on
lute value FSLIC-insured savings and loan
FBF: Federal surplus (billions of dollars) deposits (percent)
FBSL: State and local surplus (billions of DUMB: Dummy for savings and loan time
dollars) deposit ceiling rate effect (see text)
GNP$: Gross national product (billions of RM: Mortgage interest rate (percent)
dollars) RSLME: Maximum interest rate on time
RTD: Average interest rate paid on small deposits at savings and loan associa-

denomination time deposits at com- ations (percent)

mercial banks (percent)

Table 5.~Equations for Monetary Aggregates

log (M2/PGNP - N)= —(0212)6+(0 168)5 log (GNP/N)— 0 022 log RTB+O 017 log RTD
1.9
—0.05 log RSL~ ?302;1 log RTBR+? %03)log (M2,,/PGNP,-, -

(3.8) N

R2=0.999, §=0.004, D/W=1.84, 1957:2-1976:4

log TD=0.22040.146 TIME—0.016 log RTB+0. 092 log RTD 0. 083 log RSL
(2.9) (2.2) (3.5) 4.1
+0.787 log (TD,-;/M2,) + 1.0 log M2+ 0.265 U‘_
(13.5) (constrained)

R?=0.999, $=0.0008, D/W=1.94, 1957:2-1976:4

M1=M2-TD
4
log (CURR/CS) = —(01?%28 0. 5?6 (log C$—log (T C8.-i/4)
1
—0.206 TIME+0.899 U,

(18.6)
R?=10.996, S=0.003, D/W=0.876, 1957:2-1976:4
DD=M1—CURR

Definitions of Variables

N: Population (millions of persons) TIME:
GNP: Gross national product (billions of CURR:
1972 dollars) C$:
RTBR: Regulation Q effect (see text) DD:
U: Error term
TD: Time deposit component of M2

Time trend, 1955:1=.01

Currency in circulation

Personal consumption expenditures
Demand deposits.

1. Monetary aggregates are as defined by the Fed.

NoTE.—Equstions for the monetary aggregates are usually specified in linear logarithmic form because they include as
explanatory variables both interest rates, which do not trend over time, and other variables—e.g., th
implicit price deflator for GNP, and population—that do trend. ' g the money stock, GNF, the

I