JUNE 1948

GULRRENT
BUSINESS

U. S. DEPARTMENT OF COMMERCE

BUREAU OF FOREIGN AND DOMESTIC COMMERCE



DEPARTMENT OF COMMERCE
FIELD SERVICE

SURVEY OF CURRENT BUSIRESS

Contents

THE BUSINESS SITUATION . . . . . ... .. 1

Expansion in the Aircraft Industry Resumed . . . . . 6
International Transactions of the United States During
the First Quarter of 1948. . . . . . ... .. 8
FOREIGN GRANTS AND CREDITS OF THE
UNITED STATES GOVERNMENT . . . . . . 11
INVENTORY TURNOVER IN RETAIL TRADE . 16
* * *
NEW OR REVISED SERIES. . . . . . .. 22
Revised Estimates of Retail Inventories, 1929-48 . L. 22
MONTHLY BUSINESS STATISTICS . S-1 to S-40
* * K

Statistical Index . . . . . . . . . . . Inside Back Cover

Published by the Department of Commerce, CHARLES SAWYER,
Secretary. Office of Business Economics, M. JosSEPH MEEHAN, Acting
Director. Subscription price, including weekly statistical supplement, $3 a
year; Foreign $4. Single copies, 25 cents. Send remittances to any Depart-
ment of Commerce Field Office or to the Superintendent of Documents,
United States Government Printing Office, Washington 25, D. C.

Make check payable to Treasurer of the United States.

PUBLISHED WITH THE APPROVAL OF THE DIRECTOR OF THE BUDGET (42 J. C. P.)

JUNE 1948

Albuguerque, N. Mex.
203 W. Gold Ave.

Atlanta 1, Ga.
50 Whitehall St, SW.

Baltimore 2, Md.
103 S. Gay St.

Boston 9, Mass.
2 India St.

Buffalo 3, N. Y.
117 Ellicott St.

Butte, Mont.
14 W, Granite St.

Charleston 3, S. C.
18 Broad St.

Charleston, W. Va,
115 Capitol St.

Charlotte 2, N. C,
302 S. College St.

Cheyenne, Wyo.
304 Federal Office Bldg.

Chicago 4, Il
332 S, Michigan Ave.

Cincinnati 2, Ohio
105 W. Fourth St.

Cleveland 14, Ohio
625 Euclid Ave.,

Dallas 2, Tex.
1114 Commerce St.

Denver 2, Colo.
828 Seventeenth St.

Detroit 26, Mich.
230 W. Fort St,

El Paso 7, Tex.
310 San Francisco St.

Fargo, N. Dak.
621 First Ave. N,

Hartford 1, Conn.
135 Hizgh St.

Houston 14, Tex.
602 Federal Office Bldg.

Jacksonville 1, Fla.
311 W. Monroe St.

Juneau, Alaska
300 Federal and
Territorial Bldg.

Kansas City 6, Mo.
911 Walnut St.

Los Angeles 12, Calif,
312 North Spring St.

Louisville 1, Ky.
601 W. Broadway

Memphis 3, Tenn.
229 Federal Bldg.

Miami 32, Fla.
36 NE. First St.

Milwaukee 1, Wis.
517 E. Wisconsin Ave.
Minneapolis 1, Minn.
125 S. Third St.

Mobile, Ala.
109-13 St. Joseph St.

New Orleans 12, La.
333 St. Charles Ave.

New York 1, N. Y.
350 Fifth Ave.

Oklahoma City 2, Okla.
102 NW. Third St.

Omaha 2, Nebr.
1319 Farnam St.

Philadelphia 2, Pa.
42 S. Fifteenth St.

Phoenix 8, Ariz.
234 N, Central Ave.

Pittsburgh 19, Pa.
700 Grant St.

Portland 4, Orez.
520 SW., Morrison St.

Providence 3, R. I.
24 Weybossett St.

Reno, Nev.
50 Sierra St.

Richmond 19, Va.
801 E. Broad St.

St. Louis 1, Mo.
1114 Market St.

Salt Lake City 1, Utah
350 S. Main St.

San Francisco 11, Calif.
555 Battery St.

Savannah, Ga.
125-29 Bull St.

Seattle 4, Wash.
909 First Ave.

For local telephone listing, consult section
devoted to U. S. Government



SEASONALLY

BILLIONS

ALL RETAIL STORES

s 1948 1947
[

L3
eeseceeeee
00000000000000000000°°°®

< YTy X ITI Ll IS

9> B

-

Lo

S bho

{ FOOD

| eevecsecccsvessses
q 1947

eot®
. 1947/

S

N 1946

| AUTOMOTIVE

1948

N

Y is
'"“..'l""o.."..nnoun..o"
(14 /

1947

\

194,
P 8
L e

00000000000
",,,’./?....unoooouonono..,.o""

1947
1946 +”

[BUILDING MATERIALS AND HARDWARE
—

1948 7 preeT L L

HOMEFURNISHINGS
1998 o

sone
000000'000.ooooo"""""' *
0000000

JEWELRY
/1946'

g *0s00000

1947

=

Apebsren

ILLIONS

790693°—48——1

JUNE 1948

Zgudinedd

SITUATION

W

By the Office of Business Economics

ECONOMIC developments in May and early June re-
established for the time being the greater strength of the
factors of demand relative to those governing supply. Wage
settlements in a number of major industries provided the
basis for an extension of the uptrend in wage rates and,
with employment rising and hours of work steady, for a
further rise 1n personal incomes.

Consumer purchasing and construction increased and ex-
ports are tending to rise as the European Recovery Program
gets under way, so that the large increase in business in-
ventories which featured the first quarter—when both for-
eign and domestic demand eased—has not continued in the
current quarter.

In response to these and other developments, commodity
markets registered further general advances in prices. In-
dustrial output also rose as work stoppages growing out of
labor-management disputes were settled. Thus, the period
of temporary hesitation in business activity that began
during the first quarter ended with a general increase in
demand which has been reflected in a renewal of the price
advance, and in a firming of production schedules for the
period ahead. The importance of the foreign-aid and
defense programs and the individual-income-tax cut in this
change in expectations and market actions has been con-
sidered in previous issues of the SurvEy.

Trading was heavy in securities markets in May and
common stock prices rose to 20-month highs by mid-month.
There also has been some price appreciation in bonds, chiefly
in response to the recent action by the Treasury to hold at
1% percent the rate on one-year certificates of indebtedness,
after a rise from the rate of % percent which prevailed until
the fall of 1947, 1In the field of bank lending, real estate and
consumer loans have continued to expand and there was a
small increase in commercial and industrial loans in May,
following the decline—partly seasonal—in earlier months of
the year.

Plant and Equipment Programs Remain Firm

A survey made in the opening weeks of 1948 and summa-
rized in the April issue of the SurveyY indicated that business
planned at that time to spend between 18 and 19 billion
dollars for new plant and equipment during the course of the
year, or over 15 percent more than in 1947, This was be-
lieved to be a near-maximum amount for such outlays under
the prevailing circumstances and, in terms of physical
volume, a rate of expenditure about equal to that reached in
the second half of 1947. Preliminary results of a more recent

1
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survey, covering actual expenditures for new plant and equip-
ment in the first quarter of 1948 and similar outlays antici-
pated for the second and third quarters, do not reveal sub-
stantial modifications of the programs reported earlier in
the year for the major sectors of business.

The latest survey indicates that the actual outlays made
during the first quarter of 1948 were somewhat below the
anticipated amounts, attributable in part to the unusually
severe weather conditions which slowed construction and
equipment deliveries. For the second and third quarters,
however, the preliminary indications of outlays now antici-
pated for new plant and equipment do not appear to reflect
significant changes in the annual expenditure programs re-
ported earlier.

In the interval since the business programs of capital
outlays for 1948 were first reported, the economic outlook
has been influenced by several major developments, including
on the one hand, the drop in commodity prices in February
and, on the other, the enlarged defense spending, the Euro-
pean Recovery Program, and tax reduction. These different
developments have apparently balanced out with little
net effect on the earlier plans for capital expansion. The
details of the latest survey will be available in next month’s
issue.

Prices Up

In wholesale commodity markets the upward price pres-
sures have been uneven, but the basic trend has been towards
higher quotations. Prices of livestock, meats, and vegetable
oils, among the farm products and foods, have advanced.
Quotations have been raised for various industrial materials
(such as wool tops, coal, and selected building materials)
often as a result of the latest increases in railway freight
rates, and for a wide variety of finished manufactures. The
granting of wage rate advances under the major union con-
tract extensions thisspring has affected costs and has been a
factor in the demand situation as well.

By the beginning of June the weekly wholesale price index
of commodities other than farm products and foods was
about 50 percent above the 1926 average and 2 points higher
than in January 1948. The combined wholesale price index
was within 1 percent of its January high, with prices of hides
and leather, paints, and of certain chemicals as the only
commodity price areas outside the immediate farm and food
products areas which were not above their earlier levels.
Prices of farm products were about 4 percent lower than in
mid-January and prices of foods about 2 percent lower.

The Consumers’ Price Index advanced above the January
high to 169 (1935-1939=100) in April, with retail food
prices, which carry an important weight in the index, about
1 percent lower than in January. Recent advances have
been broadly distributed among the various price groups.

In comparison with April 1947, the Consumers’ Price
Index has advanced about 8 percent or less than half as much
as the rapid rise experienced between April 1946 and Aprii
1947, following the ending of price controls. The 1947-48
advance was moderately higher for food prices than for the
over-all index, although the contribution of higher food
prices to the total rise in the index was not so large in 194748
as it was in 1946-47. This comparison is shown in table 1.
The largest relative shift in the composition of the price
advance during the 2 years covered by the statistics in the
table has occurred in rents, where the advance during the
war and immediate postwar period was more strictly limited
than in the case of most commodities. Higher residential
rents account for one-tenth of the total rise in the latest
12-month period, even though rents still lagged behind the
general advance of consumer prices.

June 1948

Table 1.—Distribution of Increase in the Consumers’ Price Index

April 1946 to April 1947 April 1947 to April 1948
;. | Percent : Percent
Contri- s rd Contri- L
Group Percent | bution dgg;‘%}l Percent | bution dggﬁ%‘;’
change | to total total change | to total total
change change change change
19.1 19.1 100.0 8.4 8.4 100.0
32.7 13.1 68.8 10.6 4.5 53.8
19.7 2.7 14.0 6.2 .8 9.6
. ) .6 .1 .5 6.7 1.9 10.4
Fuel, electricity, and ice_ 7.2 .4 2.2 10.4 .5 6.2
Housefurnishings__.____ 20.1 .6 3.4 6.7 .3 4.0
Miscellaneous_ .. __..___ 9.9 2.1 10.8 6.2 1.3 15.7

NotE.—Detail may not add to total because of rounding.
Source: Calculated from data of U, S. Department of Labor, Bureau of Labor Statistics,

Broad Advance in Retail Trade

The small declines in various lines of business which were
evident in retail trade in the opening 2 months of the year
gave way to a general pick-up in March which gained momen-
tum in April and May. The Office of Business Economics
index of sales at retail stores, which is adjusted for seasonal
changes, was 336 in April as compared with 328 in March and
about 323 in the preceding 2 months (1935-39=100). The
only sales information as yet available for May is the Federal
Reserve department store index which advanced 2 percent
from April, after seasonal correction, and exceeded last
December’s high by the same margin.

The recent pick-up in sales was most marked at durable-
goods stores, particularly in the home-furnishings, building-
materials, and hardware groups. The advances in the
nondurable-goods groups were more moderate, but drug
stor(izs were the only one which failed to record a higher sales
total.

Mixed Pattern as Compared With Sales a Year Ago

As shown in the chart on the opening page, dollar sales
this year are running well ahead of last year’s amounts. In
April the margin over a year ago was 13 percent, for all retail
stores combined. The use of a ratio scale in the chart places
the changes in perspective from the standpoint of the rela-
tive importance of the various groups of stores which are
shown.

The year-to-year rates of advance have, of course, been
narrowed over the past year, but the differential behavior
by lines of business has been only slightly modified since the
spring of 1947. The bulk of the advance over sales a year
ago continues to be found in the automotive and building-
materials groups and at food stores and gasoline filling sta-
tions. These 4 groups accounted for about one-half of total
retail sales volume in the first 4 months of this year and for
about three-fourths of the increase over sales in the same
period of 1947.

At the other extreme are the apparel group (including
shoe stores), jewelry stores, and eating and drinking places,
where sales have been running little if any higher than in
either 1947 or 1946. Women’s apparel, while slightly higher
than last year, is still not above 1946; men’s wear fell below
last year in March and April. Further evidence of the mixed
pattern of consumer purchases is provided by the Federal
excise tax data discussed below. )

Higher Prices a Factor

The price indexes illustrated in chart 2 have a bearing
upon the year-to-year sales comparisons. These indexes
represent the prices of goods sold at retail stores. The “all
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commodities’” index differs from the Bureau of Labor Sta-
tistics Consumers’ Price Index because of the exclusion of
rent and other services and the inclusion of building ma-
terials, feed, fertilizer, and a few other commodities not con-
sidered as cost-of-living items. The separate price groups
which are illustrated, however, are virtually identical with
the corresponding series in the BLS index.

A similarity between the behavior of prices and retail
sales exists in the case of food and homefurnishings, but not
in the case of apparel where sales trends have lagged behind
the advance in prices since 1946, Limitations on both the
sales and price measures prevent any exact statements about
the physical volume of trade at the different classes of stores,
but corroborative evidence of the slackening in unit sales at
apparel stores, particularly in ladies apparel, is found in pro-
duction reports.

Chart 2.—Retail Prices of Commodities !

RATIO SCALE RATIO SCALE
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1 The “all commodities” index includes some commodity groups not shown separately.

Sources of data: U, 8, Department of Commeree, Office of Business Economics, based upon
price information collected by U. 8. Departments of Labor and Agriculture and by ecertain
private agencies.

Sales Pattern Adjusting to Postwar Situaation

One method of deseribing the pattern of retail sales in any
given period is to express the data in terms of percentage
distributions of the total. Table 2 presents the information
in detail insofar as the available data permit. The time
periods shown illustrate the magnitude of the adjustment
from the prewar to the war economy, as well as the gradual
move towards a peacetime pattern In successive quarterly
periods beginning in 1946.

The main outlines of the postwar adjustment in retail
sales can be derived by tracing the changes in the relative
distribution of total sales between durable- and nondurable-
goods stores. For example, sales at durable goods stores
moved steadily upward from a wartime low of 14 percent in
1944 to 21 percent in 1946, 23 percent in the first quarter of
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1947, and 25 percent in the first quarter of 1948. The data
for 1940 suggest that the growth in the relative position of
durable goods stores may not have run its full course. In
that year these stores accounted for 27 percent of the total.
Because of the existence of sizable demand backlogs, the
relative importance of durables may exceed the 1940 figure
as limitations on production of automobiles and a few other
durables are overcome.

Table 2.—Percentage Distribution of Total Retail Sales,
by Class of Store
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The postwar expansion in the durable-goods sector has
carried some of the component groups above their prewar
share of the aggregate retail sales dollar. This is true of
building materials, hardware, furniture and housefurnishings,
and home appliances and radios. The housefurnishings and
appliance groups, however, have tended to lose some ground
since the third quarter of last year. Progress in narrowing
the margin between the postwar and the prewar proportions
has been slowest for sales of motor-vehicle dealers.

The small deficiency in sales of the durable-goods group
as compared with the 1940 is, of course, counterblanced by
the slightly higher position of nondurable-goods stores.
Only two classes of stores in the latter group ave appreciably
more important in the total than in 1940: food stores and
eating and drinking places. The others in the group are
either below their prewar proportions—as in the case of
drug and dry-goods stores and mail-order houses—or they
do not show any significant difference.
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Lower Excise-Tax Yields

The area of spending covered by the Federal retailers’
excise taxes and the admission taxes is small in terms of
dollar volume—aggregating less than 1 billion dollars in the
first quarter of this year—but it is more highly sensitive to
changes in the consumers’ budget position than are most
other types of spending. While the taxable classes of spend-
ing are not entirely comprised of “luxury’” outlays—all
types of handbags and wallets are taxed, for example, even
though some are wholly functional-—changes in the amounts
of taxes collected are largely associated with changes in the
amounts of income available to consumers for what is often
called “discretionary” spending.

In chart 3 the trend of collections under four of the
Federal taxes is illustrated in terms of the quarterly move-
ment of the calculated amounts of spending for taxable goods
and services. A 2-month lag in tax collections was assumed
in the computations. As in the case of the sales and price
charts already discussed, a ratio-scale is used in order to
focus attention on the relative changes, rather than on the
absolute amounts of the changes, from one period to another.

A similar presentation in the April 1947 SurvEY (p. 4)
indicated that cabarets and night clubs were among the

Chart 3.—Taxable Expenditures Indicated by Federal
Excise-Tax Collections !

RATIO SCALE

RATIO SCALE
MILLIONS OF DOLLARS MILLIONS OF DOLLARS
800
GENERAL GABARETS, NIGHT
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600 |- 4 100
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500 - - TS
T e T~r945 i R
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LUGGAGE ¥

TOILET
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IstQr.  2ndQr.  3rd Qr. 4thQr 1st Qr. 2nd Qr.  3rd Qe 4thQr.

U. S. DEPARTMENT OF CONMERCE, OFFICE OF BUSINESS ECONOMICS. 48-207

1 Taxable expenditures calculated by dividing amounts of taxes collected by the applicable
tax rates. The quarterly expenditure totals assume a 2-month lag in tax collections. Data
or the first quarter of 1945 are partly estimated.

2 Tax applicable to admissions to movies, theatres, concerts, sports events, etc.

3 Tax applicable to purchases of all types of luggage, purses, handbags, wallets, billfolds, and
similar articles.

Bources of data: U. 8. Department of Commerce, Office of Business Economics, based
upon data from the U. S, Treasury Department, Bureau of Internal Revenue,
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first areas to feel the decline in ‘“free spending’’ after the end
of the war. It is apparent from the upper right-hand panel
in chart 3 that business did not improve at these establish-
ments during 1947 and that in the first quarter of 1948 it
was the lowest for the period shown. The fact that sales
reports from all classes of eating and drinking places do not
show eomparable year-to-year declines is in part accounted
for by shifts of establishments out of the taxable class—which
generally occurs when “live’” entertainment is eliminated—
aild by shifts in patronage between taxable and nontaxable
places.

Expenditures for general admissions (covering movies,
theaters, concerts, sports events, etc.) have been running
moderately below the preceding year’s amounts for a full
12-month period. Purchases of taxable luggage goods were
below 1946 volume throughout 1947, but in the first quarter
of this year they were ahead of a year ago. A similar situa-
tion has prevailed in the case of toilet preparations, with
the exception that 1947 purchases generally were lower than
in 1945 as well as in 1946.

In short, the downward adjustment which was first noted
in business at cabarets and night clubs in late 1946 has spread
during the past year to other places of entertainment which
cater to a broad cross-section of the population, and to the
types of spending covered by Federal retailers’ excise taxes.
On the whole, these lines of business were favored during the
war and early postwar period when goods were short relative
to the available spending power; consequently, they were
known to be vulnerable in the face of increased competition
for the consumer’s dollar.

Lower Proportion of Cash Sales at Department Stores

Another aspect of the adjustment of consumers to the
changed postwar situation—though here the situation has
been influenced by wartime credit controls—is the shift in
the relative proportions of cash and credit sales at retail
stores. The available current statistics on this subjest are
limited to department stores, but a similar situation un-
doubtedly prevails at other retail stores.

Charge-account credit has been free of controls since De-
cember 1946, so that the rising proportion of charge-account
sales at department stores during the past year and one-half
partly reflects the lifting of controls. It is significant, how-
ever, that the proportion in the first quarter of 1948 still
was lower than in 1941, the first year for which comparable
statistics are available. The statistics for department stores

follow:
Percentage distribution of sales
January-March oh
arge ac-
Cash Installment counts
48 9 43
50 8 42
59 5 36
63 4 33
63 4 33
62 4 34
56 6 38
53 7 4

Source: Board of Governors of the Federal Reserve System.

Personal Income Relatively Steady Through April

As already noted, the upturn in consumer purchasing in
April did not stem from any immediate change in the aggre-
gate personal income flow, although the tax cut which in-
creased disposable income was a direct market factor in
May and its effects had been anticipated to some extent a
month ahead. At an annual rate of 209 billion dollars
(seasonally adjusted), personal income in April was about
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1 billion dollars higher than in March, but was unchanged
from the first quarter average (see chart 4).

The rise in April was due to higher farm income as both
marketings and prices advanced. For the nonagricultural
sector as a whole, income continued unchanged for the
fourth consecutive month. Fractional declines occurred in
wage and salary payments in manufacturing, reflecting both
direct and indirect effects of work stoppages.

Chart 4.—Personal Income

BILLIONS OF DOLLARS
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48~185

U. S. DEPARTMENT OF COMMERCE, OFFICE OF BUSINESS ECONOMICS.

1 Cash terminal leave payments consist of terminal leave bond redemptions, cash payments
on terminal leave acecount for amounts less than $25, and payments to members of the armed
forces for leave in excess of 60 days.

2 Includes net income of unincorporated farm enterprises, farm wages, agricultural net
interest, and ret dividends paid by agricultural corporations.

Source of data: U. 8. Department of Commerce, Office of Business Economics,

Wage Settlements

Wage contracts negotiated in May and June signalized
the extension of the “third round” wage increases to major
segments of the mass-production industries which in pre-
vious years established the pattern of wage increases for
many other industries. The agreements generally called
for hourly wage increases of from 11 to 13 cents, or some-
what under 10 percent and below the increases embodied
in last year’s pattern. In addition, there are fewer fringe
benefits this year and, in the case of two major contracts,
provisions are made for annual “productivity’”’ wage ad-
vances, coupled with quarterly cost of living adjustments
over a 2-year period.

Numerous deviations from this wage pattern can be ex-
pected. The experience so far suggests that there has been
less widespread acceptance of a set pattern than in the
previous 2 years.
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Recovery in Production Follows Settlement of Disputes

Industrial production recovered in May, owing chiefly to
increased activity in steel and coal operations following the
settlement of the labor-management dispute in the coal in-
dustry. The Federal Reserve production index, after adjust-
ment for seasonal variation, advanced from 187 in April to
190 (preliminary) in May (1935-39=100). This compares
with an average of 193 in the first quarter, before the coal-
steel tie-up.

Coal output made a rapid comeback after the miners
returned to the pits in the third week of April and soon
exceeded the prestrike rate. Qutput of about 55 million
short tons in May was the highest monthly total since
October 1947 when 57 million tons were produced. Steel-
mill operations likewise advanced, from 91 percent of rated
capacity in the first week of May to 96 percent in the closing
weeks of the month. In terms of tonnage, output is estimated
at 7.5 million net tons of steel ingots and castings, which is
equivalent to an annual rate of 90 million tons. An annual
rate of 91 million tons had been reached in March.

In the other major heavy-goods industries, production
trends in May were generally mixed. Deliveries of freight
cars by car builders and railroad shops were somewhat better
than the monthly production rate of 9,000 units which has
been maintained during the past six months. Motor-vehicle
production, however, skidded sharply as assembly lines of
the “big three” manufacturers were temporarily stalled by
strikes, model changes, and material shortages. Assemblies
of passenger cars and trucks in the United States dropped
from 437,000 in April to 336,000 in May, the lowest monthly
total since September 1946. In the first 5 months of
1948, U. S. factories rolled out more than 2 million units, a
gain of 6 percent over the comparable period last year.

Some Easing in Supplies of Construction Materials

Data now available for the first quarter of 1948 indicate
that, with few exceptions, production of construction mate-
rials is at a rate which is ahead of the increase in the physical
volume of construction activity since last year. To some
extent this is the result of seasonal influences, since construc-
tion work gradually rises from a winter low to a peak in the
late summer.

Outstanding among materials registering large increases
in production or shipments are gypsum board, which gained
30 percent over the corresponding quarter last year; gypsum
lath, 50 perceat; softwood plywood, 23 percent; cast-iron
radiation, 19 percent; concrete reinforcing bars, 15 percent;
and clay sewer pipe, 10 percent. In some cases, the increases
have been sufficiently large to provide dealers with inventories
for the first time since the end of the war.

For certain other materials, of which lumber is a good
example, output at levels no higher than last year has never-
theless permitted an increase in stocks. Stocks of lumber at
mill and wholesale levels increased from 5.2 billion board
feet in April 1947 to 5.8 billion board feet as of April 30, 1948,

Although the demand-supply situation appears to have
eased for most construction materials, a few shortages of
critical items still persist and exert a retarding effect on all
construction. Conspicuous chiefly for their importance in
home building, cast-iron soil pipe and wire nails are among
the few materials which have lagged behind 1947 production
rates in the first quarter this year.
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Expansion in the Aircraft Industry Resumed

THE appropriation of increased funds for aircraft and
other procurement for the military establishment, voted in
mid-May, along with the enactment of the Foreign Assistance
Act and the tax reduction, has given a new impetus to business
activity. Of these three factors, inereased procurement by
the military is quantitatively least important in terms of
immediate magaitudes of added expenditures, though in
indirect influence upon the business situation it undoubtedly
rankshigh. Like the tax reduction, it represents an addition
to demand above pre-existing levels.

New obligational authority for aircraft procurement has
been increased to 2.8 billion dollars, against the previous
rate of .9 billion dollars, although the expenditure of these
increased funds will be spread over a considerable period.
An additional amount to cover previous contract obliga-
tions raises the total aircraft appropriation for the fiscal
year 1949 to 3.2 billion dollars.

The Office of the Secretary of Defense announced that
new orders for military aircraft procurement totaling 2
billion dollars had been placed by the end of May and that
delivery of finished aircraft under the expanded program is
expected to begin at the end of the year. The magnitude of
the additional pressures upon the economy arising from
the aircraft production program is not large in the over-all,
particularly since the aircraft production industry has
considerable unused capacity, and some of the expansion
will take place where the labor market is not tight. The
impact of new military orders on the aircraft production
industry, however, will affect coosiderably the volume of
output and the financial condition of the industry.

Aireraft Production at Fraction of Wartime Volume

The aircraft industry—by reason of its importance in the
war economy—was foremost among those which bore the
brunt of postwar cut-backs of Government orders. Output
of aircraft (chart 5) declined from the peak of nearly one
billion pounds of airframe weight (excluding spares) in 1944
to less than 30 million pounds in 1947.! Employment at
airframe manufacturers’ and airplane engine and propeller
plants fell from nearly one million production workers in
1944 to 163,000 in 1947. In March 1948, industry employ-
ment amounted to 161,000 production workers.

Floor area of the airframe producers at the war peak came
to 111 million square feet—with output at almost 10 pounds
of airframe weight per square foot per year. Current floor
area in use by the major airframe manufacturers has dwindled
to under 40 million square feet with output at less than one
pound per square foot per year, thereby creating a condition
of considerable excess capacity in the industry.

Limited Postwar Transport Plane Market

At the end of World War II, the aircraft industry based its
plans on private airline orders, the advance in the demand
for personal aircraft, and a continuation of progress in the
development of mihitary types. However, in contrast to
most other durable-goods industries, the cutback of military
orders for aircraft could not be followed by a commensurate
increase in the volume of civilian demand.

Preparations for the production of civilian-transport air-
craft were retarded until war requirements were met. As
orders for transport aircraft began to be placed in large num-
bers in 1946, only a segment of the industry was prepared to
produce aircraft of civilian design. Consequently only 433
transport aircraft—most of which were on the production
line as military airplanes—amounting to an airframe weight
of 5.5 million pounds were shipped in 1946.

= Airframe weight is the weight of the airplane less the weight of the engine, propeller parts,
wheels, and miscellaneous parts.

By the beginning of 1947, more of the airframe manufac-
turers had completed the design and development required
for new type transport airplanes and were ready to fill the
initial block of booked orders which then totaled about 750
airplanes. However, some of the orders were based upon
optimistic traffic surveys, and performance expectations of
yet unproven transport planes. Cancellation of orders and
the drying up of new orders resulted when these expectations
were not realized, and when increasing financial difficulties
of the airlines made economy essential.

Chart 5.—Production and Employment in the Aircraft
Manufacturing Industry
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1 Excludes spares and experimental airplanes.
3 Includes workers in plants manufacturing airframes and parts and aircraft engines and
parts.

Sources of data: Production, U. 8. Department of Commerce, Civil Aeronautics Admin-
stration; employment, U. S. Department of Labor, Bureau of Labor Statistics.

Heavy expenditures incident to expanding routes and
services, increased costs of labor and materials, and less-than-
fully-utilized capacity resulted in operating losses for many
airlines in 1946 and 1947.% As the financial position of the
air carriers became less favorable, cancellations of orders for
new aircraft increased. In terms of actual numbers, the
output of transport planes in 1947 slipped below the low 1946
mark, although in terms of airframe weight an advance of
one-fifth to 6% million pounds was recorded.

Personal Plane Production

The market for personal sirplanes, which had been esti-
mated in 1945 at 400,000 registered aircraft by 19553, proved
to be immediately sizable only in 1946. Reconversion prob-
lems in personal aircraft production were quickly overcome,

2 See “Postwar Operating Experience of Domestic Airlines,” SORVEY, December 1947,

; 3 See “Civil Aviation and the National Economy,” Civil Aeronautics Administration,
une 1945,
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and the industry achieved an output of almost 35,000 planes
with an airframe weight of 20 million pounds in that year.
The brisk postwar demand for personal aircraft was also
met by the sale of surplus aircraft by the War Assets Ad-
ministration. However, the market for personal aircraft is
limited because of high purchase and operating costs and
the inadequate number of airports, so that production fell
to 11 million pounds of airframe weight in 1947. This has
compelled aircraft companies which had been dependent on
these orders to adjust their production plans. Several of
the companies specializing in the production of personal
aireraft fell into receivership in 1947, while others attempted
to remain solvent by diversifying the composition of their
output to include nonaviation items.

Export Market Expanded in 1947

Foreign demand for aircraft, which in the prewar period
had provided an important market for the U. S. aircraft
industry, continued to be an important market factor in the
postwar period. Exports in 1946 amounted to 2,300 air-
planes, nearly double that of 1939. Despite the sale by the
U. 8. Government of surplus planes left in foreign countries,
the 1947 total rose to more than 3,000, with about half of the
value of shipments abroad consisting of transport-type air-
craft. Orders currently on the books presage continued
heavy exports, although the total will probably not exceed
more than 15 percent of 1947 airframe weight production.

Operating Losses Incurred

The decline in output of the aireraft industry has naturally
resulted in a change in the financial position of most of the
airframe manufacturers from the unusually favorable results
of the war years. Individual companies have fared quite
differently in this shift, with some continuing to maintain
substantial profits.

In the first full year of peacetime operations, sales of 19
aircraft manufacturing companies reporting to the Securities
and Exchange Commission were 747 million dollars, com-
pared with 5,700 million dollars in 1945 and 8,200 million
in 1944. An operating deficit of 78.6 million was incurred
during 1946 for these companies, although the application
of tax-refund credits raised net profits after income taxes
to 15 million. The operating loss incurred in 1946 resulted
to a large extent from the heavy costs attached to developing
new models of commercial aircraft and from the inability
of the aircraft companies to reduce expenses in line with
the decline in sales. Interim reports from the major pro-
ducers indicate that aggregate losses were greater in 1947
than in the previous year, while tax credits were no longer
available in most cases to limit the decline of profits after
taxes.

In addition to the factors given above, operating losses in
the past 2 years have resulted from a rise in unit costs
of production, particularly labor costs. Because of the
reduction in orders, aircraft manufacturing has largely
reverted from the assembly-line methods used during the
war to the methods of prewar production. There has
consequently been a marked reduction in output per employee
as compared with the high rate achieved under mass produc-
tion for military use.

As shown in table 3, output per employee directly engaged
in the industry rose during the war period from 335 pounds in
1941 to a peak of 900 pounds in 1944. The rise was made
possible not only by more efficient use of existing plant and
by assembly line methods, but also by extensive use of sub-
contractors in airframe assemblage. With the end of the
war, the proportion of employees engaged in design and
development aspects rose, the companies no longer needed
to subcontract, and mass-production techniques were no
longer possible to the same degree. As a result, production
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per employee in 1946 fell to 242 pounds, to be followed by
an even lower record in 1947.

Despite operating losses in 1946 and 1947, the aircraft
companies retain much of the vastly improved financial
position built up during the war years. The net-working
capital balance of 15 major producers increased from 64
million dollars in 1939 to more than 600 million dollars in
1945. Although the postwar experience of the companies
was accompanied by some reduction in working-capital
balances, the aircraft producers are in a favorable position
to expand operations. Technological developments have
been rapid, however, and in any expansion of facilities
problems of costs in relation to orders arise, problems which
differ in some cases only in degree from those encountered
during the war when the Government underwrote the
expansion,

Table 3.—Output per Employee in Airframe Manufacturing

Aijrframe pro-
duction ! (mil-| Employ- Production
Year lion pounds of | ment 2 (in | per employee
airframe thousands) | (in pounds)
weight)
242.9 335
607.9 454
1,106.6 592
31,070.0 3 899
158.7 243
151.2 194

1 Excluding spares and experimental planes.

2 Includes production workers plus other plant employees. Employment estimates for
1941-44 include allowance for subcontracting. Data for 1946 and 1947 do not allow for sub-
contracting employment, which is estimated at less than 10 percent.

3 Based upon employment estimates for January-August 1944,

4 Data for 1945 are omitted because po estimate is available for employment which includes
an allowance for subcontracting.

Source: Airframe production 194144 from Civil Aeronautics Administration, “U, 8.
Military Aircraft Acceptances, 194045, Aircraft, Engine, and Propeller Production”’; 1946-47
production from C, A. A. Employment 1941-44 from U, S. Department of Labor, Bureau of
Labor Statistics, “Wartime Development of the Aireraft Industry”’, Bulletin No. 800; 1946-47
employment data from U, 8. Department of Commerce, Bureau of the Census.

Effect of Increased Military Expenditures

The recent developments have improved the production
outlook for the aircraft-manufacturing industry, though
expansion is a relatively slow process. The tentative,
long-term schedule of delivery of finished military aircraft
under the 70-group air force program calls for steady in-
creases to a rate of 110 million pounds of airframe weight
annually at the level-off period in 1953. The 2-billion dollars
of contracts already awarded provide for about 46 million
pounds. However, because of required developmental
phases, the currently low production rate of finished aircraft
will not be appreciably affected in 1948.

With initial deliveries of aircraft scheduled for early next
year, material and manpower requirements must be filled in
the immediate months ahead. Engineering and technical
organizations will need restaffing and additional numbers of
both skilled and unskilled workers will be required. Esti-
mated manpower needed under the expansion program is not
large in the aggregate, though the kinds of personnel re-
quired—particularly engineers, draftsmen, and mechanics—
are in heavy demand in other industries. Reports of the
U. S. Employment Service indicate that aircraft-producing
centers in the West and Southwest, where large facilities
exist, are in a better position to recruit any increased demand
for workers than centers in the Great Lakes and Middle
Atlantic regions, and this will be a factor to be considered
in expanding activities.

As in the case of labor needs, requirements for materials
such as steel and aluminum for the present program are not
large in total. The increase in demand for these materials
serves to emphasize current supply shortages and, in the
case of aluminum—where production has been declining in
recent months—may place some pressures on local electric-
power facilities.
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International Transactions of the United States During
the First Quarter of 1948

Tur principal development in the international trans-
actions of the United States during the first quarter of 1948
was the decline in the liquidation of foreign gold and dollar
assets, to 368 million dollars (see table 5). This quarterly
figure was the smallest since the third quarter of 1946.

The decline in the liquidation of foreign gold and dollar
assets from the last quarter of 1947 in itself amounted to
nearly 900 million dollars, while foreign purchases of goods
and services in this country were reduced by only 400 mil-
lion. This was due mainly to the following factors: (a) an
increase of imports by 270 million; (b) of Government grants
by 420 million; and (¢) of Government loans by 300 million.

Thus, the liquidation of foreign reserves could be smaller
because other means of financing became available to a
greater extent than during the preceding 3-month period.
However, foreign countries did not use the enlarged dollar
supply to increase their purchases here.

Anticipation of the passage of the European Recovery
Program may have been partly responsible for this policy.
Some countries participating in the program may have
postponed purchases in the United States until the new
means of financing become available. However, in view of
the fact that our exports to Europe fell from the last quarter
of 1947 to the first quarter of 1948 by only 46 million dollars,
while exports to other countries declined by nearly 300
million, this factor could not have been of major significance
in the decline in the liquidation of foreign gold and dollar
assets. .

The countries in the Western Hemisphere, which accounted
for 250 million of the export decline, may have increased
their restrictions on dollar expenditures with the expectation
that these restrictions would be necessary only until their
receipts of dollars from ‘‘offshore” purchases under the
European Recovery Program increase again. However, as
was pointed out in the May SurveY (p. 7), the offshore
purchases under ERP would hardly make more dollars
available to non-participating countries than they had
received from ERP countries in 1947. .

The decline in the liquidation of foreign gold and dollar
balances is particularly significant in the case of Argentina,
which reduced its gold reserve from 1,055 million dollars to
319 million dollars during the year 1947, but only by an-
other 25 million in the first 2 months of 1948. The decline
in the rate of liquidation of Argentine reserves can be attrib-
uted to the recent intensification of exchange controls and
restrictions upon imports from the United States. The ex-
port surplus in our trade with Argentina declined to 79
million dollars in the first quarter of 1948, from 133 million
in the previous quarter.

The situation was somewhat similar in the case of Canada.
Gold and United States dollar holdings declined during 1947
from 1,245 million to 501 million dollars while, in the first
quarter of 1948, Canadian dollar balances increased by about
100 million. This change in the Canadian dollar position
was facilitated by the decline of our export surplus from
206 million in the last quarter of 1947 to 97 million dollars
in the first three months of 1948, and by drawings of 80
million dollars on the Export-Import Bank credit which was
extended in November of last year.

Pressure upon British gold and dollar reserves was some-
what relieved through the use of the last 300 million dollars
of the British loan and of 60 million obtained from the Inter-
national Monetary Fund, and by the greatly diminished
trade deficit of the sterling area with the United States.
French reserves could be maintained mostly because of the
Interim Aid Program under which a large part of French

imports from the United States were financed. This pro-
gram also included reimbursements for payments made by
France for certain eligible purchases during December of
last year. Dollars were also made available to France from
the remainder of the loans from the International Bank and
the Export-Import Bank and from a 100 million dollar short-
term bank credit.

Since the end of 1945 foreign payments to the United
States from accumulated gold and dollar assets (and to a
relatively minor extent from new gold production) amounted
to 6.9 hillion dollars and financed 17 percent of our exports
of goods and services. In the first quarter of 1948 this
share declined to about 8 percent.

Table 4.—~International Transactions of the United States!?

[Millions of dollars]

1947 1948
Item 1945 | 1946
Total I II IIx v I
Receipts:

(Goods and services:
Goods______._______._..__ 12,473] 11,874| 16,056 3,954] 4,308 3,875! 3,019 3,686
Income on investments. . _ 589 820 1,074 212 243 251 368 217
Other services......_.._._ 3,211 2,272 2,611 650 726 675 560 547
Total goods and services| 16,273} 14,966{ 19,741| 4,816{ 5,277 4,801] 4,847 4,450
Unilateral transfers_....___. 2,922 362 605 213 166/ 117| 109 78

Long-term capital:
Movements of United
States capital invested
abroad.._....___________ 541 1,181y 1,030 286 303 222 219 88
Movements of foreign
capital invested in the
United States.......... 51 1 58] 12, 5 5 36 2

Total long-term capital. 592/ 1,182{ 1,088 298, 308 227 255 90

Total receipts. .ooou.- 19,787| 16,510] 21,434| 5,327| 5,751 5,145 5,211 4,618
Payments:
Goods and services:
GoodS_ ..o 5,666 5,168 6,071 1,507 1,562 1,353 1,649 1,935
Income on investments___ 231 216 227 51 55, 47 74 56
Other services....._....._ 4,335 1,783] 2,165 464 532 674 495 494
Total goods and services| 10,232 7,167| 8,463 2,022 2,149 2,074 2,218 2,485

Unilateral transfers_._______ 10,035[ 3,239 2,985 802 742 747 694/ 1,079
Long-term capital:
Movements of TUnited
States capital invested
abroad_..____......___. 1,836 4,437| 8,665 4,210{ 1,844 1,944 667 869
Movements of foreign
capital invested in
the United States___. 155 348 164/ 59 26 68 11 56

Total long-term capital.| 1,991] 4,785 8,829 4,269 1,870 2,012 678 925

Total payments..__.._. 22,258| 15,191| 20,277 7,003 4,761 4,833 3,590| 4,489
Excess of receipts (+) or pay-
ments (—):
Goods and serviees.._._____ -6, 041 |4-7, 79911, 278( +2, 794|4-3, 128| 42, 7271 -2, 629( -1, 965
Unilateral transfers________. —7,113|—2,877| —2,380| —589| —576; —630| -—585{—1,001
Goods and services and
unilateral transfers..___ —1,072|-4, 922! -8,898(+2, 20542, 552|+-2, 097|+2,044| 964
Long-term capital___.._____ —1,8399|—3,603| —7,741/—3,971|—1, 562; ~1, 785 —423] —835
All transactions._.____.__ —2,471(4-1,319| +1,157|—1,766] 4990 +312|-+1,621) -+129

Net flow of funds on gold
and short-term capital
account:

Net increase (—) or de-
crease (+) in gold stock__| 4548 —6 3| —2,163] 81| —793] —667] —784| —346
Net movement of United
States short-term capital
abroad._ .. ... ... __._ —274| -—175| —299| -135{ —364f --180] 20 —85
Net movement of foreign
short-term capital in the
United States__.._....._. +2,189] -—676] --301;4+1,673] —318| —~173| -—881| —203

Net inflow (4) or out-
flow (=) of funds____. +2,463|—1,474] —2,161{+1,619|—1,475| -—660|—-1,645 —604

Errors and omissions________. 48| J155| 1,004 -+147| +485[ +348] +424| 4475

1 Data for 1945 in this and the following tables represent revisions of data appearing in
“International Transactions of the United States During the War, 1940-45" ;data for 1946 and
1947 are revisions of data previously published in the SURVEY.

Source: U. 8, Department of Commerce of Business Economics.
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Table 5.—~Exports of Goods and Services and Means of Financing
{Millions of dollars]

1947 1648
Item 1945 | 1946
Total | I II III | IV I
Exports of goods and services_....___ 16, 273(14, 966| 19, 741| 4, 816| 5,277 4,801 4, 847 4,450

MEANS OF FINANCING

Foreign resources:
United States imports of goods .
and serviees_ ... ..__...._ 10,232 7,167| 8,463| 2,022( 2,149( 2,074] 2,218 2,485
Liquidation of gold and dollar
assets 1. _.______.__. _._-|—2,633] 1,968| 4,514| 1,197 1,144 856) 1,317 368
Dollar disbursements by:

International Monetary Fund...|...._._|[...... 464! . ___ 56; 148 260] 132
International Bank._.___________|__.____j...... 297|- ... 92 142 63 103
United States Government aid:
Grants(net).____.__._______.____ 6,640 2,279| 1,812 444 457 492 419 842
Long- and short-term loans
(met)2 . ___ 1,019| 2,774 3,900| 854 1,538; 1,201] 307 606
United States private sources:
Remittances (net) .________.____ 473| 598 568, 145 119 138, 166 159
Long- and short-term capital
(met)s. .. 550, 335 7271 301 207 981 121 230

Errors and omissions —~8] —155|—1,004] —147] —485 —348| —24| —475

1 Excluding assets held by the International Bank and the International Monetary Fund.
F‘B Ezixcluding the subscriptions to the International Bank and the International Monetary
und.
3 Excluding the purchase of debentures issued by the International Bank.

Source: U. 8. Department of Commerce, Office of Business Economics.

Government Aid Increases

As far as Government loans and grants are concerned, the
first quarter of 1948 represented the transition between the
various aid and loan programs initiated around the end of
the war, including the British loan, UNRRA, the reconstruc-
tion loans by the Export-Import Bank, and the coordinated
approach of the European Recovery Program, which officially
came into effect early in the second quarter of this year.

Net Government aid during the first quarter of 1948
amounted to over 1.4 billion dollars, about twice the amount
disbursed during the last quarter of 1947 (see tables 5, 8, 9).

Disbursements on Government grants, which reached an
annual rate of nearly 3.4 billion (see table 8) were larger than
at any other time since the end of the war. This situation
reflects the economic and political instability of large parts
of the world during that period, as well as the inclusion in the
unilateral aid program of countries which formerly were not
eligible for outright grants.

Sharp Rise of Merchandise Purchases

Several factors influenced the increase, by 300 million
dollars, of United States foreign purchases of merchandise
from the last quarter of 1947 to the first quarter of 1948—
to the annual rate of 7.7 billion (see table 6). The increase
in prices (as reflected in the unit-value indexes computed
by the Department of Commerce) may, however, account
for more than one-third of the total rise in import values.

The larger volume of imports is partly due to increased
foreign production, particularly in certain far eastern coun-
tries such as British Malaya, the Philippines, and to a lesser
extent Japan and the Netherlands East Indies. The same
factor may also account partly for the rise in our imports
from Europe.

Another reason for the rise in U. S. imports is the expan-
sion in production abroad, and the extent to which, with
the increasing stringency of dollar resources abroad, pres-
sure exists to sell an enlarged volume of goods to the United
States. Clearly, in view of existing domestic conditions,
there is a ready market here for a larger volume of some
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foreign merchandise than is currently being received. There
is likewise increasing incentive to divert more of the foreign
efforts to this market to secure more dollar resources.

Table 6.—Merchandise Transactions With Foreign Countries
[Millions of doHars)

1947 1948

Item 1945 | 1946
Total | I II oI | Iv I

Transfers to foreign countries:
Exports, including reexports, re-
corded by Bureau of the Census_| 9,806| 9,739} 14,427 3, 586| 3, 943 3,411} 3,487| 3,318
Other transfers:
Private, miscellaneous ad-

justments_ . ___._._.______. —~132] 4 128 28 21 26 53 34
Government:
Lend-lease_ .. ocoouaooooo. 1,632 56| —22| —14 —6 -1 -1 -1
UNRRA_ _____ 86| 155 10 7 3 I, S I,
Post-UNRRA ... __[....|oooen 25 ... 1 5 19 4
Civilian supplies fo:
cupied countries. 724 447 8001 177 195{ 249 179 4
Surplus property in
ing ship sales..___._____ 88| 1,294 342 93 501 104 95| 244
Miscellaneous adjusr-
ments (met)._...___._ 269 179 346 77 101 81 87 43
Total transfers to for-
eign countries..._.__. 12, 47311, 874 16, 056] 3, 954| 4, 308] 3,875 3,919] 3, 686
Transfers from foreign countries:
General imports recorded by
Bureatt of the Census__________ 4,136{ 4,908 5,733] 1,412f 1,449] 1,323] 1, 549 1, 794

Other transfers:
Private, miscellaneous ad-
justmens (net)..___.. - 144 183 105 32 27 22 24 37
Government:
Reverse lend-lease_..__.__ 1, 250 ) U NN ROIRIN (RN (RROIIIN IR SR
Military purchasesabroad| 421| 176 122 361 33 23 30 50
Miscellaneous adjust-
ments (net) . ... —285) —110 111 27 53 —15 46 54

Total transfers from
foreign countries..._| 5,666| 5,168 6,071| 1.507| 1,562| 1,353} 1,649} 1, 935

Source: U. S. Department of Commerce, Office of Business Economics.

It may be expected that, even after the dollar stringency
is partly relieved through the ERP and other aid programs,
foreign exports to the United States will remain approxi-
mately at the first-quarter rate or even continue to rise.
Programs for the first year of operation of ERP were pre-
pared under the assumption that U. S. imports from these
countries would rise by approximately 40 percent over 1947.
During the first quarter of 1948 the rise amounted to 30
percent. Since the ERP allocations are probably smaller
than estimated requirements, there should be every incen-
tive to supplement the aid through dollars earned by sales
to the United States.

As was pointed out in the May Survey, dollars used by
other-than-ERP countries should be expected to be less than
last year, particularly because of the progressive exhaustion
of their gold and dollar reserves. These countries should
be expected, therefore, to keep their sales to the United
States as high as possible. However, a larger flow of foreign
commodities to the United States would not necessarily
speed-up the restoration of a world-wide economic equilib-
rium, unless the higher imports are obtained from increased
foreign production or reduced nonessential consumption, and
thus do not represent merely a diversion of materials and
resources essential for reconstruction purposes into export
channels to the United States. In the latter case, the ob-
jectives of the recovery program would not be met.

In addition to recorded imports, goods purchased abroad
include about 50 million dollars of sugar and some other
commodities which were shipped directly to foreign destina-
tions. Such transactions are of increasing importance, par-
ticularly in foreign relief programs.
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Table 7.—Service Transactions With Foreign Countries
[Millions of dollars]

1947 1948
Item 1945 | 1946
Total I II II1 v I
Receipts: .

Transportation.......____..____. 1,308 {1,375 | 1,709 | 439 | 481 | 436 | 353 333
Travel . . oo oo 162 252 334 67 92 106 69 62

Miscellaneous services
Private. . oo 453 | 483 504 128 134 | 120 | 122 128
Government . __ _]1,288 162 64 16 19 13 16 24

Total receipts 3,211 12,272 2,611 | 650 | 726 | 675 | 560 547

Payments:
Transportation__._____._________. 420 534 701 160 188 192 161 164
Travel ... ____. 309 457 544 93 131 230 90 104
Miscellaneous services:
Private. - oo 153 185 255 63 86 63 63 75
Government._ . _...._....._.. 3,453 | 607 665 | 148 147 | 189 | 181 151
Total payments.._.._..__._ 4,335 (1,783 | 2,165 | 464 | 532 | 674 | 495 494
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lated through the preceding 12-month period. Among the
other service receipts, income from transportation repre-
sented the only major reduction. This is due to reduced
exports as well as to a higher proportion of freight carried
by foreign vessels (see table 7).

Transfers of merchandise were only about 6 percent smaller
than during the last quarter 1947. These transfers, however,
included 220 million dollars of surplus property sold against
credit to Germany. They also included the 50 million dollars
of sugar and other relief goods purchased abroad and shipped
from there, gift parcels of an estimated value of 50 million
dollars, and some adjustments for other unrecorded exports
or revaluations.

Table 9.—Movements of United States Long-term Capital

[Millions of dollars)

Source: U. 8. Department of Commerce, Office of Business Economics.

Exports Lowest Since 1946

Total dollar expenditures by foreign countries during the
first quarter of 1948 were not significantly smaller than
during the last quarter of 1947. However, it has not been
possible so far to account for the utilization of nearly 500
million dollars. The reappearance of large net receipts of
funds outside of known transactions may indicate the con-
tinuation of international financial uncertainties which were
discussed in the SurvEyY for last December (p. 17).

Table 8.—Gifts and Other Unil ateral Transfers
[Millions of dollars]

1947 1948

Item 1945 | 1946
Total | I 1I oI | 1Iv I

QGovernment:
Payments:

Lend-lease. ... __._..._._.. 7,613 | 209 | )eeo oo eeeee el

NRRA ___.________ 589 (1,524 543 285 209 L5 1 TN I
Post-UNRRA . [ | 245 |- 2 98 | 145 35
Interimaid.__. oL 12 ] 12 342
Civilian supplies for occupied

eountries. . oo oo oioooaon 871 | 539 980 1 2197 240 306 | 215 340
Greek-Twrkish program._____[.__ . {.._.._ 74 | e 38 36 85
War damage payments and

other transfers to the Phil-

ippine Republie __._______.1____._ 60 96 18 20 38 20 13
International Refugee Organi-

zZation ... ... _l___ 17 15 2 33
Aid to China.__ -

Other transfers

Total payments___.__.__.__ 9,515 (2,517 | 2,272 | 623 | 584 | 577 | 48 8| 887
Receipts:
Reverse lend-lease and lend-
lease settlements 38 206 | 106 79 19 2 {eceeen
Other________________ 200 254 73 48 66 67 45

Total receipts .. ...__.._ 238 460 | 179 | 127 85 69 45

Net Government payments.|6,640 {2,279 | 1,812 | 444 | 457 | 492 | 419 842

Private remittances:

Payments. . ocooieooooeo o 520 | 722 713 | 179 | 158 [ 170 | 206 192
Receipts. - oo co e icccacee 47 1 124 145 34 39 32 40 33
Net private payments__________ 473 | 598 568 | 145 | 119 | 138 | 166 159

Source: U, 8, Department of Commerce, Office of Business Economics.

About 40 percent of the 400-million-dollar decline in
transfers of goods and services took place in the service
accounts, but the reduction of income on foreign investments
by about 150 million is seasonal (see table 4). The larger
receipts during the last quarter of 1947 represented a con-
siderable amount of year-end transfers of earnings accumu-

1947 1948
Item 1945 | 1946
Total| I II oI | IV I
Government:
Outflow:
Lend-lease credits.. . 830 | 600 20 | 1 ) I
Credits on sales of :
property .. .....__... - 63 810 120 25 22 31 42 221
Credits on sales of ships.._...|_..._.- 31 154 71 38 22 23 13
Export-Import Bank loans.__ 35 945 796 | 280 | 249 61 | 206 170
Subscriptions to the:
International Bank____.__[____._ 317 318 | 159 | 159 | ..o ...

International Monetary
2,745 (2,745 |- cooo|omo b

2,850 | 500

80 28 49 1 2 2

7,065 13,808 1,467 1,416 | 374 706
174 51 34 40 49 46

Net outflow of Government

long-term eapital __._________ 841 (3,230 | 6,891 {3,757 |1,433 (1,376 | 325 660
Private:
Outflow:

Purchase of debentures of the

International Bank__ ______ | _____|__..__ 243 1. )__.. P I S SN

Other____ . ... ________._____ 896 (1,117 | 1,357 | 402 | 377 | 285 | 263 163

Totaloutflow. . _._.__..____ 896 (1,117 | 1,600 402 | 377 528 203 163

Inflow__._______ . _____________ 442 (1,091 856 235 269 182 170 42
Net outflow of private long-

term capital _________________ 454 26 744 | 167 | 108 | 346 | 123 121

Source: U, 8, Department of Commerce, Office of Business Economics.

Total Trade Maintained

As a result of restrictions imposed upon imports, but
also because of higher exports, several important countries
succeeded in balancing their trade or even developing an
export surplus with the United States.

To this group belong Chile, Uruguay, Sweden, Finland,
Spain, India, and Australia. It may be interesting to note
that in comparison with the whole year 1947 the balance of
trade with the two Latin American countries was achieved
with an increase of total trade, while, in the case of the other
5 countries, total trade had to be curtailed. Only for
Sweden, however, did total trade shrink by more than 20
percent.

It may also be noted that in the first quarter of 1948 the
deficit on goods and services of all foreign countries with the
United States had declined to an annual rate of about 7.9
billion dollars—as compared with 11.3 billion in 1947—but
that the total of such transactions during the same period
had shrunk only by about one-half billion dollars (at an
annual rate).



By B. W. Ruffner Y%

Foreign Grants and Credits
of the U. S. Government

DURING the postwar period the United States has
financed a vast program of aid in the reconstruction of
foreign areas. This has taken the form of grants of essential
goods and services which the countries of the world greatly
needed, and the extension of cash loans and other credits for
the procurement of supplies and equipment essential for
economic recovery. When all these forms of aid provided by
the United States Government from July 1945 through 1947
are aggregated, they amount to the impressive total of
14.6 billion dollars.

Assistance was furnished at a rate of over 5.8 billion
dollars a year in the 2%-year period ended last December.
This compared with an estimated 7.6 billion to be provided
in 1948 under the European Recovery Program, the occupied
areas civilian-supply program of the National Military
Establishment, and through other grants and credits of the
Government.

During the postwar period, credits were more widely
extended than during the war and disbursements on loans
and utilizations of credits overshadowed graats. The latter
type of financing was, of course, dominant during the war.

Loans and property credits, with terms providing for the
repayment of principal with interest, were the primary aid
medium in the postwar period through 1947. Assistance in
the form of credits then constituted 56 percent of the total
aid provided (see table 1). However, because of the near
exhaustion of the gold and dollar resources of certain foreign
governments by December 31, 1947, the pattern of foreign
assistance in 1948 will shift toward that of the war years
when the emphasis was placed on grants rather than credits.
On the basis of current assumption, assistance in the form of
grants will constitute over 70 percent of the total aid provided
to foreign governments in 1948. .

Government Foreign Aid Over 60 Billions

The large volume of aid made available by the United
States Government in the postwar period brought the cumu-
lative total of goods, services, and cash made available since
1940 to foreign countries to 63.2 billion dollars as of the be-
ginning of 1948. Of that total, 54.2 billion dollars was in
outright grants, including lend-lease, civilian supplies furn-
ished by military agencies in occupied and liberated areas,
other relief supplies and services contributed by the Govern-
ment to international organizations and directly to foreign
governments, and other grants and financial aid. The
United States received reverse lend-lease, in the form of
goods and services, valued at 7.8 billion dollars.

Cumulative credits of 9.0 billion dollars were largely cash
loans but also included credits for lend-lease goods, surplus
property including merchant ships, and commodities, prin-

Note.—Mr. Ruffner is Director of the Clearing Office for Foreign Transactions, Office of

Business Economies. This article is based upon summary data and material compiled each
guarter by the Clearing Office.

cipally raw cotton. Capital contributions, not included in
these totals, went to the International Bank for Reconstruc-
tion and Development and the International Monetary
Fund in the amount of 3.4 billion dollars. To date, these
funds have only partially become available to foreign coun-
tries in the form of loans or currency.

In addition to the relief and rehabilitation programs and
credits extended, the U. S. Government has paid to foreign
countries the sum of 15.8 billion dollars for goods and serv-
ices purchased by this Government. As offsets against these
outlays, the U. S. Government had dollar receipts aggregat-~
ing 6.1 billion dollars from the sale of goods and services.

Credits Increased in the Postwar Period

The year 1945 witnessed the first of a series of steps de-
signed to correct the dislocations in the world economy
caused by the war. With the current European Recovery
Program these measures are now projected for a considerable
period ahead.

The foreign lending and credit activities of the Govern-
ment increased rapidly in the immediate postwar period.
The virtual cessation of straight lend-lease in September 1945
intensified pressures for foreign loans which on July 31, 1945
had been partly anticipated by an increase of 2,800 million
dollars in the statutory lending authority of the Export-
Import Bank. The 3,750-million-dollar loan to the United
Kingdom, which followed the termination of lend-lease and

Table 1.—Summary Analysis of Foreign Transactions of the U. S.
Government, by Types of Transaction: War and Postwar Periods

[Millions of dollars]

A July 1, 1940 | July 1, 1940 | July 1, 1945
Type of transaction through through through
Dec. 31, 1947 | June 30, 1945 | Dec. 31, 1947
Grants and eredits___...________________________ 63, 204 48, 608 14, 596
Grants___ ... 54, 227 47,766 6, 461
Lend-lease..________________ 47,655 46,372 1,283
Military civilian supplies I 2, 845 814 2,031
Relief ... ____ . _. . 2,961 148 2,813
Other grants and financial aid. ——- 767 433 334
Credits. ..ol 8,977 842 8,135
Lend-lease. ........ - - 1,392 93 1,300
Surplus property . 1,004 . ___________ 1,004
Merchant ships_______ 169 | .. 169
Commodity programs . 223 | 223
Dollar disbursements on loans_._.__._.__ 6,189 749 5,440
Other dollar outlays_._______________..__.______ 15, 740 11,019 4,721
Disbursements for goods and services._.____ 11,216 7,957 3,259
Other disbursements_ . . _......_....____.___ 4,524 3,062 1,462
P%ym?ints to International Bank and Monetary
und:
International Bank____...___.._____..______ 635 ... 635
International Monetary Fund._._..____.____ 2,750 | 2,750
Dolarreceipts. .o 6,102 2,419 3,683
Repayments on loans and credits. . ——- 864 450 -414
Lend-lease cash receipts.. . ....._. ——- 1,150 833 317
Cash from surplus property sales__ _ 802 3 799
Cash from other sales__ .. .. .. ... ___ 2,315 449 1, 866
Other cash receipts. - ceuoueeoooooooooa o 971 684 286

11
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Chart 1.—Foreign Grants and Credits of the United
States Government

BILLIONS OF DOLLARS

20
EUROPEAN
16 - @ REGOVERY |
| FroceaM
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1941 42 43 44 45 46
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487 48

CALENDAR
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[} | 4S. DEPARTMENT OF CONNEREE, OFFICE OF BUSINESS ECONOMICS.
-

1 Partly estimated. Includes initial European Recovery Program grants.

Source of data: U. S. Department of Commerce, Office of Business Economics.

#8-201

which was approved by the Congress on July 15, 1946, was a
substantial contribution to the reestablishment of the British
economy, though it was used up at a rate not contemplated at
the time the loan was made. The final phase of lend-lease
brought additional credit commitments of 1,488 million
dollars, covering VJ-day inventories, pipe-line shipments,
and final settlements. Surplus property and other credits
added another 1,770 million dollars.

Balances Qutstanding Exceed 10 Billion

On December 31, 1947, outstanding balances and unutil-
ized commitments for foreign credits exceeded 10 billion
dollars. Geographically, 8.3 billion dollars was concentrated
in Europe, with 7.8 billion in the countries participating in
the European Recovery Program. Table 2 shows the out-
standing balances and unutilized commitments of foreign
credits as of December 31, 1947 by principal country.

On June 30, 1945, roughly the end of the war period, total
Government credits were only 1,111 million dollars—with
557 million outstanding and 554 million in unutilized com-
mitments. During the 30-month period ended December
31, 1947, new credit commitments were made to the amount
of 9,347 million dollars. Credit utilizations during this period
amounted to 8.1 billion dollars and 439 million was repaid
on the principal indebtedness. Table 3 presents an analysis
of foreign credits, by agency and by type of credit, showing
balances as of June 30, 1945 and December 31, 1947, and
activity in the postwar period.

Export-Import Bank Advances 2% Billion

The Export-Import Bank has been a substantial factor
in postwar rehabilitation since its lending authority was
increased to 3,500 million dollars for the principal purpose of
meeting the anticipated credit needs of liberated and war-
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devastated countries. A further increase of 500 million
dollars in the lending authority has been requested to provide
loans to the Latin American Republics.

The relative importance of reconstruction loans by the
Export-Import Bank in the postwar period is shown in the
following summary of net credits authorized by the Bank
from July 1, 1945 to March 31, 1948:

[In millions of dollars]

Total . o mammm————— 2,745. 1
Reconstruction. . _ . e 1,183. 6
Lend-lease. _ _ _ e 655. 0
Development_ - _ ... . .. 755. 7
Cotton purehase - _____ . __________ . ___________ 133.0
Other purposes. - - - _ - el 17. 8

The Export-Import Bank thus has operated on a major
scale since July 1945, and its credits (outstanding plus unutil-
ized commitments) of 3,010 million are nearly six times as
large as they were at the end of the war.

The Foreign Assistance Act of 1948 provides that assist-
ance extended under credit terms shall be made and adminis-
tered by the Export-Import Bank. Similar provisions for
assistance to China on credit terms appear in the China Aid
Act. In extending credits under these two programs, the
Bank is not limited by its own statutory lending authority.

Bretton Woods Subscriptions

Enactment of the ‘“Bretton Woods Agreements Act’” on
July 31, 1945 paved the way for U. S. participation in the
International Monetary Fund and the International Bank
for Reconstruction and Development. The maximum cost
of participation to the U. S. Government is 5,925 million
dollars. The subscription to the Fund amounts to 2,750
million dollars, and has been paid in full; the subscription to

Table 2.—Foreign Credits of the U. S. Government, By Principal
Countries: As of Dec. 31, 1947 ’

[Millions of dollars]

Amount of | Amount of
Country Total outstanding | unutilized

balance commitments

Total e 10,019 8,253 1,768

BUI 0D - - o oo oo 8,339 7,392 947
European recovery program participating

countries and Western Germany____..._..___ 7,802 6,977 825

United Kingdom t._______________________ 4,604 4,269 335

Franee. . . e 1, 966 1,868 93

498 406 92

358 237 120

118 94 24

258 102 156

513 416 7

242 216 25

132 93 39

139 106 33

24 | . 24

Netherlands Indies : 199 64 136
Other dependencies of ERP participating coun-

tries 2 -2 IR

American Republies. 586 340 246

Canada____________.__ 305 5 300

China_ .. 257 214 44

Other countries, including unallocable .. ____.__ 330 236 94

1 Additionalutilization of 100 million dollars on each of the following dates: Jan. 2, Feb. 4,
and Mar. 1, 1948

the Bank can reach a maximum of 3,175 milllon. Only 20
percent—or 635 million dollars—has been called by and
paid to the Bank. The remainder is subject to call to meet
obligations of the Bank arising out of its issues or those guar-
anteed by it. Consequently, in the absence of such further
calls, U. 8. contributions to the Fund and the Bank will total
3,385 million dollars.
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United Kingdom Loan

The Anglo-American financial agreement provided for a
loan of 3,750 million dollars to the United Kingdom. In
connection with the loan, the United Kingdom agreed to
liberalize the use of sterling and remove the discriminations
arising from the Sterling Area dollar pool. Repayment of
the loan is to be made in 50 approximately equal annual
instalments beginning on December 31, 1951. Utilization
of the loan was much more rapid than had been anticipated
and 3,450 million dollars had been drawn by the end of 1947,
leaving an unutilized balance of only 300 million. This
balance was completely disbursed by March 1, 1948.

Property Settlements

Property credits became important in the over-all settle-
ment of lend-lease, in the disposal of surplus war property,
and the settlement of other war accounts.

The final lend-lease agreements usually contained the same
general principles: (1) No payment was asked for lend-lease
or reverse lend-lease goods lost, destroyed, or consumed
prior to VJ-day; (2) all articles or services transferred after
VJ-day, except certain specified military supplies and serv-
ices, were made under credit or offsetting terms; (3) generally
speaking, claims were settled by offsetting the respective
claims of the United States and the lend-lease country against
each other; (4) credit terms were approved for low interest
rates—typically 2 percent—and amortization over a long
term, ranging from 30 to 50 years; and (5) the settlement
agreements frequently contained provisions for the acquisi-
tion by the foreign government of U. S. surplus abroad on
identical credit terms.

A number of property credits have been extended by the
Office of the Foreign Liquidation Commissioner to foreign
governments and a few individuals abroad for the purchase
of surplus property. The surplus property credits are ex-
clusively a postwar development.

Commitments arising from lend-lease activities, including
pipe-line agreements and final settlements, and from the sale
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of surplus property abroad on credit terms aggregated 2,476
million dollars during the 2%-year postwar period ended
December 31, 1947. Utilizations during this period were
2,304 million dollars, with principal repayments of 37 million.

Property credits were also extended in order to facilitate
the sale abroad of large surplus merchant ships. This pro-
gram was initiated late in 1946 and was to be completed by
March 1, 1948. The authority of the Maritime Commission
to operate, sell, and charter Government-owned vessels was
extended until March 1, 1949. However, provision was made
in the act to prevent the sale abroad of surplus Government-
owned vessels after March 1, 1948. Thus, when delivery of
the vessels contracted for prior to March 1, 1948 is completed,
the participation of the Maritime Commission in foreign-
credit transactions will be ended except for the collection of
principal and interest on the outstanding obligations.

At the end of 1947, net credit commitments on 419 ships
sold or reserved for sale aggregated 212 miilion dollars.
New credit commitments of 22 million dollars, covering the
sale of 43 ships, had been made by March 1, 1948.

Surplus property located in the United States and held by
the War Assets Administration was not committed for sale
on credit terms to foreign governments until late in 1947.
Credit agreements aggregating 67 million dollars were exe-
cuted in 1947. However, no deliveries were reported against
contracts under these agreements until 1948. On March 11,
1948, an agreement was executed with France for a line of
credit up to 50 million dollars for the purchase of surplus
property in the United States.

Commodity Programs

Early in 1946 the Army Department initiated several
programs to aid in the rehabilitation of Germany, Japan,
and Korea, pending the return of trade to commercial
channels. One of these programs involved the transfer of
raw materials, largely raw cotton, on credit terms to the
military governments for Germany and Japan for proc-
essing and reexport of a portion of the finished goods. The

Table 3.—Foreign Credits of the U. S. Government, By Agency and By Type of Credit: As of June 30, 1945; Postwar Period, July 1, 1945,
Through Dec. 31, 1947; and As of Dec. 31, 1947

[Millions of dollars]

As of June 30, 1945 Activity in postw%e[és'er?:?:ii T 1;1y 1, 1945, through As of Dee. 31, 1947
Agency and type of credit Unutilized h . Net ¢h Unutitized
nutilize ange in Tiza- | .Net change _ nutilize
Total | Outstand-| “onmis. net com- Uttig;f; in unutilized Iéf&ats; Total oufﬁf“d' commit-
ing ments mitments commitments g ments
Total s 1,111 557 554 9,347 8,135 1,212 439 10, 019 8, 253 1, 766
By agency:
Department of Agrieulture. ... | e 20! 208 1 105 104
Export-Import Bank________ ... ... 550 214 336 2,616 1,920 696 156 3,010
Maritime Commission_____.________________________{___ doee_ 212 169 43 4 208
National Military Establishment: Army Department_ |- .. .. | o oo o {vommooaoos 20 b\ IR S SR 20
Reconstruction Finance Corporation:
Proper 104 278
Office of Defense Supplies__..____ 17 1
Office of Rubber Reserve_____. b2 PO
U. 8. Commercial Company 15 2|
State Department:
Proper. . - oo e ) )]
Office of Foreign Liquidation Commissioner_____ _{_.______ . . oo . b _..____ 1,174 982 192 14 1, 160
Treasury Department:
Proper- e 3, 750 3, 450 300 .. __ 3,750
Lend-lease fiscal operations 1,212 1,300 | Cr 88 21 1,420
‘War Assets Administration.._.._..__. 67 |oeeomaans 67 67
By type of credit:
LOANS - - o e e o et 6, 436 5, 440 996 278 7,040
Property credits.._._____._ ... 2, 687 2,472 215 41 2,875
Surplus property 1,264 1,004 260 16 1, 248
Lend-lease__.__..__._ 1,212 1,300 | Cr 88 21 1, 420
Merchant ships_.___ 212 169 43 4 208
Commodity programs.__ 224 223 1 120 104
Cotton. 223 222 1 119 104
Raw material ___._______________ 209 208 1 105 104
Operating expenses. __._._...__._ - 14 4 14
Other raw materials_ ... . ... 1 ) B D 1 O]

1 Less than $500,000.
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Table 4—Foreign Grants of the U. S. Government, By Type:
War and Postwar Periods

[Millions of dollars]

July 1, 1940 | July 1, 1940 | July 1, 1945
Type of grant through through through
Dec. 31, 1947 | June 30, 1945 | Dec. 31, 1947
Total oo e 54, 227 47, 766 6, 461
Lend-Lease. .- 47,655 46, 372 1,283
Military civilian supplies._ . _..________._.____ 2,845 814 2,031
Army and Navy Departments______..___.._ 2,710 814 1, 996
Special Italian program..._._____.___..___.._ 134 | . 134
ROHO! .o 2,961 148 2,813
Foreign War Relief (American Red Cross)_. 73 62 10
‘War Refugee Board and Intergovernmental
Committee on Refugees. .. _..__.__..._.__ 7 3 4
International Refugee Organization 17 | 17
UNRRAaid_ ... _______. 2,607 83 2,524
Post-UNRRA aid..__..._.__.___ 245 |l 245
Interim aid - - ool 12 faucciaea 12
Other grants and financial aid .. _............___ 767 433 334
Chinese stabilization_____ 500 380 120
Philippine rehabilitation.. 119 |ooeciaaes 119
Greek-Turkish aid__._. - i S PO, 74
Inter-Americanaid. ... .. 73 52 21

goods for export were sold on the world market and the
proceeds were used to pay for the raw materials and other
costs incurred by the United States.

Grants More Than Two-Fifths of
Total Postwar Aid

While grants represented a shrinking proportion of the
total in the postwar period prior to 1948, they nevertheless
represented more than two-fifths of the aid made available
and, as earlier stated, this proportion is now again increasing.

During the 2%-year postwar period through 1947, total
grants of 6.5 billion dollars were almost all for civilian relief
and rehabilitation. It was recognized that this large con-
tribution was a necessary aftermath of the war and that
repayment was not possible.

The military forces occupying liberated and enemy terri-
tories were faced with the necessity of providing essential
food, clothing, and medical supplies to the civilian popula-
tion. After withdrawal of the armed forces from liberated
areas, the responsibility for civilian supply was assumed in
some areas by the United Nations Relief and Rehabilitation
Administration. Toward the end of the UNRRA program
it became evident that additional aid would be necessary to
prevent collapse of the economies of several countries. To
forestall this, a series of new relief programs were established.

The column on the right in table 4 presents summary
data by type of grants made by the United States Govern-
ment during the postwar period, with comparative data
for earlier programs. .

The countries—including Western Germany and Trieste—
participating in the European Recovery Program also re-
ceived the largest share of grants extended by the Govern-
ment during the postwar period ended December 31, 1947
(see table 5). Their share of 40 percent was less than during
the war period principally because aid to China was stepped
up to a considerably larger share.

Liberated and Occupied Area Programs

As an integral part of their military operations, the U. S.
armed forces provided the minimum essentials of civilian
supplies in liberated and occupied areas during the ““military
period,” acting either independently, or in collaboration
with other nations. Civilian supplies are those commodities
made available to the civilian populace of the occupied or
liberated areas to foster economic rehabilitation and for
the prevention of such disease and unrest as would preju-
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dice the successful operation of the established military
governments.

Supplies were purchased from regular appropriations to the
Army and Navy Departments and diverted to civilian use
upon requisition by overseas commanders. In areas of com-
bined Allied operations, distribution was on a joint basis and
supplies received from the contributing countries were pooled
and distributed without regard to source.

The Navy Department conducted civilian-supply activities
only in the areas in which it was primarily responsible for
military operations, primarily islands in the Pacific. Most
of these supplies were not distributed as relief but were sold
through trade goods stores.

The U. S. Army now has combined responsibility with the
United Kingdom for furnishing basie civilian supplies to the
bizone of Germany, and unilaterial responsibility for Japan,
the Ryukyu Islands, and the United States zone of Korea.

From the inception of the civilian-supply program in July
1943, and through December 31, 1947, the Army has furnished
civilian supplies overseas having a landed cost value of
approximately 2.7 billion dollars. The overseas civilian
supply activities of the Navy reached approximately 25
million dollars by the end of 1947.

Table 5.—~Foreign Grants of the U. S. \Government, By Area: War
and Postwar Periods

[Millions of dollars]

July 1, 1940 | July 1, 1940 | July 1, 1945
Country through through through
Dee. 31, 1947 | June 30, 1945 | Dee. 31, 1947
Motal e 54, 227 47,766 6, 461
BUrODe - - oo 48, 276 44, 389 3,887
European-recovery program participating
countries and western Germany and
Trieste 35, 669 33,059 2, 610
Austria 239 1 2:
Belgium and Luxemburg 132 69 63
ire. e _ (O] 1) (O]
France 2, 646 2,571 74
Greece ..ol 470 391
Iceland 1 [O T PO,
Ttaly.________ 1,071 310 761
Netherlands 72 146 26
Norway.... 38 37 1
Sweden._.____ 1 1 1
Switzerland.___ . b2 R, 2
Trieste. oo o ieooel - 12 | 12
Turkey...___._.___ 36 35 1
United Kingdom - 30, 107 29, 809 297
Western Germany. I I £ 5 N IO, 742
11,975 10, 893 1,083
20 |oeeiicao- 20
188 6 182
3 1 2
b2 P, 2
385 22 363
11,052 10, 830 222
325 33 292
632 437 195
ERP dependencies. .. .o cinomiacamaoan 17 17 (O]
Latin-American countries_____________________. 440 418 22
Chipa._ oo 2, 431 1,230 1,201
Japan.___.__....__. - 638 | oceooeo 638
Korea (southern) [2: 3 DR 93
Netherlands Indi 8 4 4
Philippines.._.__.._ - 211 53 158
Saudi Arabia____________ .. 19 16 2
Altother countries...________ ... _.._.__ 48 16 32
Unalloeable. ... 2,048 1,625 423

t Less than $500,000.

Grants Aggregate 54 Billion

During the over-all 7%-year period through 1947, the
Government contributed abroad on a grant basis, goods,
services, and funds reported at 54.2 billion dollars. Grants
recorded at 47.8 billion dollars during the 5-year war period
from July 1, 1940 through June 30, 1945 were almost all
in the form of lend-lease and consisted largely of military
and other supplies needed for prosecution of the war. Grants
in the form of military civilian supplies, and similar relief
contributed thraugh the American Red Cross and the United
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Nations Relief and Rehabilitation Administration were rela-
tively small throughout this earlier period. ’

Lend-Lease Was 50 Billions

Lend-lease, authorized by the Act of March 11, 1941, was
generally considered as a war-supply measure to equip Allied
armies with arms and to provide Allied economies with the
foods, materials, and equipment required to help to maximize
their war effort.

A total of 50.2 billion dollars was transferred under the
lend-lease program with the British Commonwealth, U. S.
S. R., France and possessions, and China as the principal
recipients. Approximately 95 percent, or 47.7 billion dollars,
of lend lease aid was rendered on a grant basis; the balance
was about equally divided between cash and credit transac-
tions at a little more than 1 billion dollars each.

The United States in turn received reverse lend-lease aid,
reported at 7.8 billion dollars, from foreign governments.
Approximately 86 percent (6.8 billion dollars) was received
from the British Commonwealth. France and possessions
and Belgium were the other principal contributors. Belgium
was the only country which contributed more aid to the
United States than it received under lend-lease mechanism.

Lend-lease figures presented in tables 1 and 2 reflect the
estimated value of aid furnished on a grant basis. This
estimate is derived by reduction of the gross lend-lease aid
totals by (1) lend-lease aid furnished on a credit basis, includ-
ing the credit retroactively determined in settlements; (2)
cash received in lend-lease settlements; (3) lend-lease aid
originally furnished on a cash basis; and (4) the military
civilian supply program for Italy, made available from
lend-lease funds, which is included in the military civilian
supplies total.

U. S. Share of UNRRA Activities

The United Nations Relief and Rehabilitation Adminis-
tration was created by the United Nations to provide for
civilian relief, after the withdrawal of the military forces, in
areas devastated by war. Congress authorized U. S. par-
ticipation in UNRRA early in 1944. Contributions of the
member nations were set in proportion to their respective
national incomes for 1943 and the resulting U. S. share was
approximately 72 percent of the 3,685-million-dollar total.
Total contributions by the United States were ultimately
setat 2,700 million dollars, of which 2,600 million was appro-
priated by the Congress to the President and 100 million was
authorized for nonremunerative transfers from excess Army
stocks. ’

Preliminary reports on U. S. contributions to UNRRA
amounted to 2,607 million dollars and included supplies,
2,265 million; services, 15 million; and cash, 327 million.
Food was by far the largest category of supplies furnished
to UNRRA by the: United States. Clothing, textiles, and
footwear; fuel; and communication, transportation, agri-
cultural, and industrial equipment were the other principal
categories. Italy, Poland, China, Yugoslavia, Greece, Czech-
oslovakia, and the U. 8. S. R. were tHe principal recipients
of supplies furnished to UNRRA by the United States.

In order to provide for essential civilian relief after termi-
nation of the UNRRA program, an act approved by Congress
on May 31, 1947 and commonly known as the “post-UNRRA
act’”’ authorized appropriations of 350 million dollars for aid
to Austria, Greece, Hungary, Italy, Poland, Trieste, China,
and for aggregate contributions of 40 million to the Inter-
national Children’s Emergency Fund. These funds were
intended primarily for the procurement of food, medical
supplies, textiles, fuel, fertilizer, pesticides, and seeds.

SURVEY OF CURRENT BUSINESS 15

It originally was contemplated that the post-UNRRA
program would be completed in 1947. However, the
original appropriation, which amounted to 332 million dol-
lars, was not approved until July 30, 1947, and the delivery
of supplies was not completed until early in 1948. An addi-
tional 18 million dollars for further aid to China was appro-
priated on December 23, 1947. Awustria, Greece, Italy,
Trieste, and China have received relief under the program;
no shipments have been made to Hungary and Poland.
Through December 31, 1947, shipments of supplies esti-
mated at 230 million dollars and contributions of 15 million
to the ICEF had been made. In order to encourage private
contributions of relief supplies for foreign aid, the Post-
UNRRA Relief Act authorized up to 5 million dollars for
payment of ocean transportation of supplies shipped by
private American relief agencies. :

Foreign Assistance by the United States

About midyear 1947, it became evident that Austria,
China, and Italy would require assistance beyond that pro-
vided under the Post-UNRRA Act. In the case of France,
where the United States had had no postwar relief program,
assistance was also determined to be necessary to prevent
economic and financial disintegration. Consequently, in
December 1947, just prior to the termination of the post-
UNRRA program, Congress enacted the Foreign Aid Act of
1947, authorizing a program of 597 million dollars for assist-
ance to these countries. Under the authority of this act, an
appropriation of 522 million dollars for aid to Austria, France,
and Italy was approved on December 23, 1947, and on
March 31, 1948 an additional appropriation of 55 million
dollars was made for foreign aid to these countries. These
funds were provided to meet urgent needs pending the
assistance proposed under the European Recovery Program.

Through December 31, 1947, foodstuffs having a reported
value of approximately 12 million dollars had been supplied
to France. Since then, large-scale shipments of supplies
have been made to all the designated countries.

One of the first programs of financial aid designed to assist
a particular country was that authorized for China. In
February 1942, the Congress directed that 500 million
dollars be granted to China to assist in prosecuting the war
against Japan and in stabilizing the Chinese economy. The
extent and nature of repayment were not specified, but are
to be included in the ultimate settlement of war accounts.
The Treasury Department disbursed 380 million dollars of
this cash grant in the war period and 120 million in the post-
war period.

The Government, early in 1942, through the Coordinator
of Inter-American Affairs, initiated several cooperative
programs with the other American Republics. Under these
programs, projects in the fields of health and sanitation,
food supply, and education were financed partly with funds
appropriated by the United States Government and partly
with funds contributed by the recipient country. The United
States participation was executed through corporations
organized by the CIAA,

In Auvgust 1947 the Institute of Inter-American Affairs
was reincorporated for 3 years to continue the programs not
then in process of liquidation. Appropriations of 5 million
dollars a year were authorized. Since the beginning of the
programs in 1942, the United States have agreed to con-
tribute 81 million dollars; actual contributions have
amounted to 71 million. Participating American Republics
pledged 27 million dollars, with actual contributions of 17
million by the end of 1947. In addition, local governments
and private participants pledged 8 million dollars and
contributed 7 million.

{ Continued on p. 24)



By Clement Winston and Marie L. Puglisi <&

Inventory Turn-Over in

Retail Trade

']}-IE size and movement of retail inventories have been
matters of active attention during the postwar period. The
constant problem of the retailer—whether to keep inventories
down and possibly lose sales, or to let them grow and thereby
increase costs and risks—is always more acute during periods
of high activity, when large stocks are required to keep up
with demand. At this time, it may be helpful to examine
how retail stocks have fluctuated in the past, and what forces
have contributed to their movements. '

Since the first World War, the typical retail store has been
reducing the size of its stocks in relation to its sales. The
improved control over inventories has been apparent in all
regions of the country, and has been most marked in those
areas which had formerly lagged behind. Both large and
small stores have shown a downward trend in the ratio of
stocks to sales, but the smaller stores have narrowed the
advantage in efficiency of inventory operations that has
been characteristic of larger stores.

When the different lines of trade or departments are
examined, it is found that many of them do not follow the
trend exhibited by total stocks, and some show an increasing
ratio of stocks to sales. Variations from department to
department, or within the same department at different
periods of time, depend upon differences in the nature of
customers’ requirements and in the conditions of supply.

Currently, though there are considerable differences by
line of trade, retail inventories generally do not appear high
in relation to sales, as compared with the prewar period.
Two qualifications, however, are necessary. First, in the
past year, inventories have been increasing much more
rapidly than sales. Second, if sales were to decrease signifi-
cantly at any time, in the future, the present level of
inventories might well seem excessive to retailers.

Retail Stocks and Sales for the Nation

The year-to-year movements, from 1919 to the present, of
the average value of retail stocks during the year and average
monthly sales are shown in the upper panel of chart 1. The
lower panel of the chart gives the ratio of stocks to sales over
the same period. This ratio indicates the number of months
goods on hand would last at the corresponding rate of sales.
It is the inverse of the turn-over ratio. The chart shows that
the stock-sales ratio has evidenced a downward trend over
the entire period, except for certain interruptions.

From 1919 to 1920, at the high point of the business boom
following the first World War, stocks and sales both rose
sharply, but with stocks outpacing sales. Thereafter, the
ratio drifted moderately downward through the rest of the
twenties. The movement was reversed at the onset of the
depression, but the downtrend was resumed after 1932. The
only subsequent interruption up to Pearl Harbor came in

NoOTE,—Mr. Winston and Miss Puglisi are members of the Business Structure Division,
Office of Business Economics.
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1937-38, when a brief recession followed a spurt in business
activity.

The upturn of the ratio in 1942 resulted from extremely
heavy stocking of goods in anticipation of wartime curtail-
ment of civilian production. As this curtailment took effect,
and replacement items became difficult to obtain, stocks fell
to an extremely low point relative to sales.

It was not until 1947 that retailers found themselves able
to increase inventories in relation to their sales. At the
present time the stock-sales ratio remains below the prewar

Chart 1.—Retail Stocks, Sales, and Stock-Sales Ratios
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value. Moreover, even if it is assumed that the forces acting
to lower the ratio continued their effects unabated during
the war, stocks at the present time seem moderately below
the level that would be expected.! On the other hand, the
ratio has increased appreciably in recent months and is much
closer to the prewar relationship than at any time since the
war ended.

In attempting to account for the fact that a given amount

1 Statements such as this throughout the article have been confirmed by correlation analysis,.
using both current and constant dollars. !
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of goods has been able to support an increasing value of sales
over the period studied, it is desirable to study the effects
of geographical location, size of store, and line of trade.
However, much of the data in the necessary detail and for a
period sufficiently long are available only for one sector of
retail trade, namely, department stores. Accordingly, the
detailed analysis is based on department-store data. Be-
cause of the diversity of goods handled in these stores, and
the close relation between department-store sales and total
retail sales, conclusions obtained for the department-store
group will have application to retail trade generally.

An important difference to be kept in mind is that total
retail stocks, as treated in the estimates used here, are valued
at cost; department-store stocks, on the other hand, are valued
at selling price. Furthermore, department-store sales and
stocks have a different composition from those of other retail
stores; and even for a particular line of trade, the items
handled by stores generally may differ considerably from
those carried by the corresponding department in depart-
ment stores. Consequently, the stock-sales ratios of depart-
ment stores are not comparable as to level with those of re-
tail trade. However, the movements of the ratios for the
two categories are quite similar, not only in aggregate, but
also for most of the specific lines.

One exception to this similarity of movement has occurred
within the past year; in this period, department-store stocks
have risen more rapidly relative to their sales than have stocks
of other stores.

Stocks and Sales by Districts

In general, the behavior of the stock-sales relationships
for department stores in each of the 12 Federal Reserve dis-
tricts was similar to that shown nationally for all retail trade.
In every district, a general decline in the stock-sales ratio was
shown over the period studied. Examples of the variations
in the relationship are shown in chart 2, which pictures the
stock-sales ratio for five of the districts. The ratios by years
for all of the districts are given in table 1.

The size of the average stocks on hand in terms of average
monthly sales differed considerably for the various districts
in the earlier years. In the New York, Chicago, and Boston
districts, stocks on hand in terms of sales in the period prior
to 1925 were less than 3% months. In five of the districts
comprising the South, West, and North Central States the
ratio ranged between 4 and 4% months.

As indicated, the stock-sales ratio declined in all the
districts in the period 1919-40. The decline was more rapid,
however, for the districts in which the ratio was high in the
early years. As a result the spread in the ratios shown for
the districts also decreased.?

2In the period 1919-25 the average deviation of the stock-sales ratios for the 12 districts
was about one month while it was only about 14 month in the period 1935-40.
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There were many factors operating to produce these
changes. Possibly the most important one was the increase
in the efficiency of operations of the smaller stores. This
is brought out in table 2 in which are presented the stock-
sales ratios by size of store for samples of department stores
for the years 1929-46. These data were obtained from
‘studies made by the Controllers’ Congress of the National
Retail Dry Goods Association.?

The ratio for all stores, regardless of size, tended generally
downward over the period 1929-41, but the drop was much
greater for the smaller stores. Thus, at the beginning of the
period, for stores with sales of less than 2 million dollars
annually, the amount of stocks carried averaged about 4%
months in terms of sales. This value had decreased to about
3% months in the years immediately preceding the war.
For stores with sales ranging from 2 to 5 million dollars, the
decline in the stock-sales ratio over the period was about %
month, while for the very largest stores, the decline shown
was about a quarter of a month. As a result, the range of
the ratios for the various groups of stores decreased from 1.4
in 1929 to 0.5 in 1940,

In other words, the greatest improvement in the efficiency
of inventory utilization was shown by the smaller depart-
ment stores. This has come about largely through more
conscious use of inventory control. In addition, improve-
ments in distribution and changes in merchandising methods
such as purchasing through centralized offices have enabled
the smaller stores to obtain merchandise more rapidly and
in smaller quantities.

Improved Position of the West and South

The fact that the other regions of the country have been
overtaking the Northeastern and Great Lakes regions in
efficiency of inventory operation has already been pointed
out. The data just presented indicate one important reason
for this development.

The largest department stores in the country have been
located in the large cities of the East and Midwest. Since
the smaller stores have shown the most pronounced drops
in the ratio of stocks to sales, the western and southern dis-
tricts have exhibited the downward trend most emphatically.
Moreover, the average size of store has been growing relative
to other areas, in those regions which formerly had the
smaller stores. This also serves to narrow the gaps that
separated the various districts.

Nearness to sources of supply formerly accounted for some
of the advantages of stores in the New York and Chicago
districts, which have always exhibited the smallest stock-
sales ratios. The effect of this factor has been reduced more
and more in recent years by the migration of industry and

3 These ratios are not comparable with those of table 1, because they are derived from a
special sample and use different methods of averaging.

Table 1.—Stock-Sales Ratios for Department Stores in the United States, By Federal Reserve Districts

District 1919 | 1920 | 1921 | 1922 | 1923 | 1924 | 1925 | 1926 | 1927 | 1928 | 1929 1630} 1931 | 1932 | 1933 | 1934 | 1935 | 1936 | 1937 | 1938 | 1939 | 1940 | 1941 | 1942 1043 | 1044 | 1945 | 1946 | 1947
United States . ._..__._. 3.6140(37|36|3.6[37)|36{3.5[35(3433|33|32(34|33(31{29/27|29|28[27|27|28(34[26|24/|23|23] 25
Boston.__. oo 3.4134(132183(33(3.2(31130}31(3.1(29|28|27|28{30|29[28|27|29|26}26/|26(2713.2|26([25]24]22]| 23
New York___ ...18313.8|34(3.3|33(3.2131}3.113.0(30;3.0(29|28|28{29(29|27|26|(29/27|26|26|28]3.8/29|27{25|24| 25
Philadelphia_ Ml o| oL@ {36137;38(36[37{36(33(32(3.2{3.4(33{31(20(27128(28|26{25,263.2|26/|25123|22 23
Cleveland___ 3.6139(371863.5|38)3.7(3.6|36;3.5(34|34(3.4{37(33|31(29(27}3.0(31(27|27(28/|3.5;25|24|23]|23}| 2.5
Richmond... M| Olm!39]38(36136)37(36134(3.3[31[3.3[34(3.0(28|27[28|28127|26|(27|3.1125|24(23|24 2.6
Atlanta______ -.]135(39139[142140141(3713.7137137(3.7|35(3.4(36]3.2(29|28([25|28(26(25|25|26/29(21|20]|1.8[20} 23
Chicago. dMm @ |34(32133(3.433(3.2}132(31(3.2|34(3.4(3413.2|30|27([26|28|28(26|26/|27]13.4(27|25(22|22] 2.4
St. Louis. dJd®»1T@®]® |35135140(37]137|3.713513.2|34(34(37(3.6/3413.2{29)3.2{29(28|27|28!33|25|24(22/23]| 2.6
Minneapol 39142[139(40(|40;42|40(40383.9(3636(3.5(38(37(35(3.2(81(3.4(31{3.1/32(3.6{42:383133|28{27]| 3.1
Kansas__ M MI®»]lML@ i 39/41|44)43144)43[141]142144:4013.3/3.1)30/30)29{28128/29/3.2]25]/23)20!22] 25
Dallas____. 41145144145 (45|146(45139|3.7(3.4|3.4[34:35)3.6|35/3.2|31|28(2928|2.7|28127{29(21(21{206[20) 25
San Francisco.____.___ 42145142|41)|39(40|3.8!3.7(37|36(3.5!36|35!137(35|33[30([28(3.0(29|29|28[29{3.3{25/|24]2.2|23]| 26
1 Not available.

Sources: Board of Governors of the Federal Reserve System and U, S. Department of Commerce, Office of Business Economics.
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Chart 2.—Department Store Stock-Sales Ratios for the
United States and for Selected Federal Reserve Districts
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by improvements in transportation, and here again the
relative positions- of the various sections of the country are
now more nearly equalized.

Stocks and Sales by Departments

It has been observed from the over-all picture of retail
operations, as well as for department stores separately, that
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the stock-sales ratio generally declined over the period
1919-40. Not all lines of trade shared this trend.

In studying the movements of the ratio by line of trade, a
continuous series is available only from 1939 on, with some
additional data for the years in which a Census of Business
was taken. The series which are most useful for studying
trends before the war are the data on department-store stocks
and sales for the New York Federal Reserve district, which,
go back t0 1925. In most lines of trade, the movement of the
ratio for all retail stores from 1939 to the present has been

Table 2.—Stock-Sales Ratios for Department Stores in the United
States, by Size of Store!
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Source: National Retail Dry Goods Association.

closely parallel to that of the ratio for the corresponding
department of department stores in the New York district.
Accordingly the further analysis employs the latter series.
Movements for department stores in other districts also
appear to follow closely those shown for New York, during
the period when data on a departmental basis have been
available for the other areas. .

Table 3 shows for the period 1925-47 the movements of
the stock-sales ratio by departments in department stores
within the New York Federal Reserve district. While for
some departments the ratio shows a definite tendency to de-
crease, and for others to increase, most of the departments
show no definite trend. Evidence of a decline in the stock-
sales ratio is exhibited by 17 departments, representing about
36 percent of total sales in the period 1935-39. The ratio
moved upward in 7 departments, with 15 percent of sales,
and stayed more or less level in 22 departments, accounting
for 43 percent of sales.*

Factors Influencing Size of Stocks

Before discussing the relationships between stocks and
sales on a departmental basis, it is desirable to point out
some of the underlying factors that make for variations in
the stock-sales ratio. While special considerations may enter
in the case of specific products, an understanding of these
general factors will help clarify the differences which will be
shown for the various departments.

Some of the elements that tend to fix the level of stock-
sales operation are connected with the character of the goods
sold. Certain products must be replaced frequently, either
because of the physical perishability of the product or be-
cause of rapidly changing style factors, as in the case of

4 These figures do not add to 100 pereent because data for some departments are not shown
separately.
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millinery. For these the stock-sales ratio is necessarily low,
and buying by the dealer is very closely geared to sales,
since any items left over may have to be disposed of at a loss.

In departments offering items in which the varying tastes
or needs of individuals require a large number of varieties
of the product to be kept on hand, the stock-sales ratio
tends to be high. Departments where this effect pre-
dominates are shoes, jewelry, and many home furnishings
On the other hand, in a department such as women’s dresses,
the effect on the ratio of the rapidly changing styles over-
rides the contrary effect of the great variety carried.

In other cases, the major determinant of the amount of
goods held in connection with a given level of sales may be
the distribution or supply situation. When an item can be
supplied only erratically, large orders must be made con-
siderably in advance of sales, and the general level of the
stock-sales ratio is high. This is most evident in depart-
ments handling imported goods, such as china and glassware.

The operation of inventory control normally works in the
direction of reducing the stock-sales ratio of a department.
If it is necessary to carry relatively large stocks of a line of
goods, the added inventory cost and risk will be justified
to the retailer only if the return is proportionately larger.
A high ratio will be found mainly in departments handling
goods which customarily sell at higher mark-ups—such as
Iuxury items—or less important, in departments for which
the cost of handling or selling is low.

With any specific item, the stock-sales ratio may be
determined by several of the factors indicated. Moreover,
such factors are not likely to have a constant influence over
time, and the ratio for a given department may fluctuate
sporadically. Particularly when new lines come in, or old

Chart 3.—New York Federal Reserve District: Stock-
Sales Ratios for Selected Departments Showing a
Downtrend from 1925 Through 1940
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lines become suddenly much more important, stocks may
vary from their ultimate levels, since there is a tendency to
require stocks of new or rapidly growing items which are
large relative to the temporary volume of sales. Conse-
quently, each department behaves as a special case, and it
will be necessary to examine a number of them individually
in order to see the way in which the general factors here dis-
cussed operate to modify the amount of stocks on hand for
a given level of sales.

1t is not within the scope of this article to present a de-
tailed analysis of the stock-sales relationship for each of the
many departments of which department stores are composed.
However, the types of relationships involved will be devel-
oped by means of specific examples (see charts 3-5). First
will be discussed some lines for which stocks have grown
less than sales.

Furniture

An outstanding example of a department in which the ratio
of stocks to sales has decreased is the furniture department.
As seen in chart 3, furniture stocks held by department stores
in the New York district were equal in value almost to 5
months of average sales in 1925. The value of this ratio
has tended downward over the period so that in the years
immediately preceding the war it amounted to only about
3 months.

Several reasons can be indicated for this downward move-
ment. An important factor was the reduction in the variety
of styles demanded by the consumer. With the trend to-
ward modern furniture, it was no longer essential to carry a
wide selection of period designs. Moreover, a simpler style
of furnishing reduces the variety of items carried, because
fewer pieces of slow-moving expensive items such as elaborate
breakfronts and sideboards are held in stock. The tendency
toward smaller apartments which is in part responsible for
this trend has virtually eliminated many articles of furniture
which once was common.

Furthermore, the individual retailer has tended more and
more to order entire lines from a small number of manufac-
turers. This acts both to reduce variety and to improve
the flow of supplies.

More efficient methods of distribution have played a role
in permitting furniture departments to operate with less
extensive stocks than were previously required. In particu-
lar, greater dispersion of supply sources has reduced the time
required to fill orders.

It is noted in the chart that, as with most consumer goods,
stocks were increased in 1942 to the fullest extent possible.
Although demand for furniture was weakened to some de-
gree during the war period by the break-up of many families,
sales were maintained at & fairly level rate. However, stocks
could not be fully replaced because of the restrictions on
production for civilian use, and the stock-sales ratio, after
its leap to nearly 5 months in 1942, went back to 3.4 in 1944,
Beginning in the latter part of 1945, stocks of furniture
moved upward, but this was met by even greater increases
in sales as the return of the men from service led to the forma-
tion of new households. As a consequence, the ratio con-
tinued downward in 1946.

In 1947, stocks increased more rapidly than sales for the
first time since the mid-war period. This was due in part
to rising furniture output as earlier postwar production prob-
lems were solved. Also after the initial requirements of the
new families, formed as the military forces demobilized, had
been met, demand eased somewhat. Preliminary figures in
the first few months of 1948 indicate little change in the
lstoc%i—sales ratio from 1947, and little difference from prewar
evels.
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China and Glassware

This is an example of a department in which, in general, a
high stock level is necessary. The designs and varieties of
china and glassware utilized by consumers are very large in
number. Complete sets of many varieties of china and
glassware must be kept in stock. In addition, a large
number of special-use items are shown.

The fact that a considerable amount of china and glass-
ware was imported also operated to keep stocks high. Be-
cause of the general difficulties involved in obtaining goods
at the time desired, orders were made far in advance, and
for substantial amounts. The cessation of imports during
the war was one reason for the abrupt drop in the stock-
sales ratio.

In the mid-twenties, nearly a 7 months’ supply of goods
was carried in these departments in the New York district.
While a slight downward movement in the ratio is indicated
in the years 1925-39, the real decline came thereafter. In
1940 and 1941 sales went up sharply, but stocks changed
little from 1939, as shipments from European areas were
virtually cut off. Moreover, American manufacturers were
not ready immediately to fill the gap left by the decline in
imports.

In 1942 stocks increased and sales declined. This decline
in demand could be traced in large part to the break-up of
domestic activities as men went into the armed services and
many women entered the labor market. As a result the ratio
of stocks to sales rose again.

In the years 1943 and 1944 sales went up and stocks were
rapidly depleted as wartime factors slowed production.
Beginning in 1945 production of china and glassware moved
up again, and during that year and the next, stocks kept pace
with the sales increase. In 1947 stocks increased faster than
sales. No significant change is indicated in the early part of
1948, with stocks remaining at a 4-month average, still far
below that which obtained prior to 1940.

Chart 4.—New York Federal Reserve District: Stock-
Sales Ratios for Selected Departments Showing an
Uptrend From 1925 Through 1940

RATIO RATIO
6 6
MEN’S GLOTHING
4 4
2 2
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6 [
BOYS’ WEAR
4 |- — 4
2~ -2
Co bt bttt p gty 4ty oyt ot rrrtldo
4 4
BLOUSES, SKIRTS, AND SPORTSWEAR
K 2
2 . M
ol by vty bttt to
1925 1930 1935 1940 1945
———e e — FISCAL YEAR ENDING JANVARY 3| ———eer——————
U. S. DEPARTMENT OF COMMERGE, OFFICE OF BUSINESS ECONOMICS 48-170

Sources of data: Federal Reserve Bank of New York and U. 8. Department of Commerce,
Office of Business Economics.
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Men’s Clothing

This is one of a small group of departments (see chart 4)
for which a somewhat unexpected pattern of behavior is
shown. In a period that seems to be marked, in the main,
by increased efficiency of selling operations, the ratio of
stocks to sales goes upward. That is to say, a proportion-
ately greater amount of stocks is necessary to support a
given volume of sales.

Chart 5.—New York Federal Reserve District: Stock-
Sales Ratios for Selected Departments Showing No
Trend From 1925 Through 1940

RATIO
4 4q
WOMEN'S AND MISSES’ GOATS AND SUITS

0 \ 1+ fFor ot ottt [}

4 49
WOMEN'S AND MISSES’ DRESSES

2 - 2

ol L bt L.t Vb v bt bt

13 [

JEWELRY, INGLUDING CLOCKS AND WATGHES Y

TN

2 -12
oY T 1 T N T T T O Y
1925 1930 1935 1940 1945
st FISCAL YEAR ENDING JANUARY 31
U S. DEPARTMENT OF COMMERCE, OFFICE OF BUSINESS ECONOMICS 48-17¢2

1 Data for 1925 and 1926 are not available,

Sources of data: Federal Reserve Bank of New York and U. 8. Department of Commerce,
Office of Business Economics.

Although the value of stocks on hand in terms of sales in
this department rose from about 3 months at the beginning
of the period to about 4 months in the years 1939-41, the
movement did not have the steady character shown in the
previous cases. In the years 1925-29, sales moved steadily
downward, possibly because patronage was being diverted
to men’s-wear stores. Since stocks were increasing in this
period, an upward movement in the ratio resulted. There-
after, as the downward trend in sales increased, the stores
began clearing their shelves. As a result, the ratio by 1933
was back nearly to its starting position. After 1933, the
upward movement of the ratio was again resumed. Although
a decline was shown after 1937, the average maintained in the
3 years prior to the war was well above that shown in earlier

ears.
Y In the period under discussion, men’s-clothing depart-
ments tended to increase the variety of goods carried, thereby
raising stocks relative to sales. The greater variety has
come from diversification of style and material, somewhat
greater size specialization, and the increased use of summer
wear.

During 1942, as in most departments, stocks accumulated.
As a result, men’s departments had nearly a half year of
stocks on hand in terms of current sales. Thereafter, with
woolens diverted to military uses or to more profitable
women’s apparel, stocks went down while sales remained
high, so that by 1944 the ratio had dropped almost to the
1939-41 average.
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skirts, and sportswear department, the least important of

ine in stocks relative

H

department was
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th

somewhat different from that shown for men’s clothing.
The major departments of this group are women’s and
(Continued on p. 24)

misses’ coats and suits, women’s and misses’ dresses, and

The war and postwar behavior in
demand, so that stocks rose parallel with sales and the stock-

Production in this field was more or less sufficient to meet
sales ratio was maintained at something under 4 months.
This value was maintained even through 1947

appear to be some indications of a decl

these three, is one of the few among the women’s-wear

to sales in the first quarter of 1948.
women’s blouses, skirts, and sportswear.

Women’s Quterwear

ing servicemen.

From an average of

f 1947, with the supply situa-
less than 2% months in the period prior to 1935, the supply

tion improving, the ratio has been rising, although it is still
below the level maintained in the years immediately pre-

ceding the war.

1nning o

Sources: Federal Reserve Bank of New York and U. 8. Department of Commerce, Office of Business Economics.

In 1945 and 1946 sales of men’s clothing increased sharply

The behavior of stocks in relation to sales in the boys’-
wear department tended to parallel that shown for men’s

1 Not available,

of goods on hand rose to about 3% months in the years 1937—

demand, stocks by 1946 had dropped to less than a 2 months’
40, and to 5 months in 1942.

Since clothing production failed to meet this enormous

under the pressure of demand from return
wear over most of the period covered.

supply. Sinee the beg

Boys® Wear



New or Revised Series

Revised Estimates of Retail Inventories, 1929-48

THE new estimates of retail inventories presented here-
with are part of the Office of Business Economics’ current
program of comprehensive revision of data on business in-
ventories and sales. The May Survey carried the revised
series on manufacturers’ sales and inventories. New meas-
ures of wholesale sales and stocks will be released in the
near future.

The new retail inventory estimates embody increased
coverage and the utilization of both additional statistical
material and new methods of estimation. In addition,
application of more refined techniques makes possible the
publication of estimates by detailed lines of trade both
before and after elimination of seasonal fluctuations. In
addition to the annual data shown in table 2, revised monthly
figures since April 1947 appear in the statistical pages of
this issue, Monthly data for earlier periods will be published
in the July SurvEey.

The New and Old Series

The new procedures result in a significant upward revision
of the current estimates of retail inventories. The higher
level to a large extent is due to an adjustment for changes in
the retail-store population and to the addition of inventories
held in chain-store warehouses. As can be seen in the fol-
lowing comparison of the relative changes in both the old
and new series, the largest upward revisions were in 1941
and in the 194547 periods—both periods of significant
growth in the number of retail firms. An opposite bias is
noticeable in 1943 when the retail population experienced
its greatest decline.

Revised and Old Series: Percentage Changes

December 81— Revised old

1939 to 1940 __________ . ______ +9.1 +52
1940 to 1041 ________._____._ . __ +25.9 +18.6
1941 t0 1942 _______________ —-0.6 —19
1942 to 1943 _____________ —6.0 —4.7
1943 to 1944 ______________ —-0.5 —14
1944 to 1945__ +2.1 —0.8
1945t0 1946 ___________________ +50.2 +49.8
1946 to 1947__ ____________ . ___ +17.3 +413.3

Readers interested in the present inventory-sales position
relative to the prewar “norm’ based on the revised series
are referred to the article on “Inventory Turnover in Retail
Trade’ in this issue of the SUrRVEY.

Classification and Definitions

The classification and definitions used here are identical
with those of the 1939 Census of Business—except that stocks
held by chain-store warehouses, which were shown as a
separate aggregate by the Bureau of the Census, are included
in the appropriate lines of trade presented below. In addi-
tion, this series is directly comparable with the retail sales
estimates currently released by the Office of Business
Economics.

Inventories are valued at cost and encompass all mer-
chandise inventories held in retail stores or establishments.
A retail store or establishment is a place of business with
more than one-half its sales at retail. The kind of business
is classified according to the commodity accounting for the
major part of the sales volume. Thus, the series measures
inventory changes by kinds of establishment rather than by
commodities.
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Tt should be noted that the present detailed monthly series
differs slightly both in coverage and classification from the
over-all quarterly data used in the national-income and
product statistics. The latter series, which is on a “com-
pany’’ rather than an ‘““establishment” classification, uti-
lizes reports to the Bureau of Internal Revenue (released in
Statistics of Income) in determining the annual level of
inventories held by retail corporations and in measuring the
trend in noncorporate inventories.

The use of an “establishment” classification in a trade-by-
trade inventory series has a distinct advantage in that the
Census of Business supplies inventory information for many
moré lines of trade than are carried in Statistics of Income.
A second consideration is the desirability of maintaining
direct comparability with the published retail sales series.
In addition, although differences in classification preclude the
use of Statistics of Income data as a measure of level, they
can be and are used in the present series as an annual guide
to the trend in inventories. :

Methodology

The present series is available by detailed lines of trade
for the year-ends 1929, 1933, and 1935 through 1937, and
monthly from December 1938 to date. Year-end values for
1929, 1933, 1935, and 1939 are from the censuses of business
for those years. The latter census also contained a large
sample which permitted reliable estimates of year-end 1938
inventories. The levels in 1936 and 1937 were estimated
from material given in the Census Survey of Retail Business:
1937-38.

In general, the year-end totals for 1940 through 1945 were
determined by separate estimates of corporate and non-
corporate inventories. The corporate series for broad lines
of trade—except for general merchandise (other than variety
stores), jewelry, feed and farm, and a “not elsewhere speci-
fied” group—was based on data shown in Statistics of Income.

Noncorporate inventories for the same trades were derived
by applying annual stock-sales ratios to noncorporate sales
series. The sales data were developed by subtracting cor-
porate sales (based on Statistics of Income material) from
total sales. The noncorporate stock-sales ratios in 1939
were extrapolated by data contained in the annual surveys
of independent stores’ sales and inventories (conducted by
the Bureau of the Census).

After 1945, the latest year for which Statistics of Income
data are available, the year-end values were extrapolated
primarily from chain- and independent-store material. The
chain-store series, for most lines of trade, was estimated from
the Bureau of the Census chain-store reports. Independent-
store inventory estimates were made by applying stock-sales
ratios, shown in the annual survey of these stores, to inde-
pendent-store sales. These stock-sales ratios were also
utilized in extrapolating the year-end 1939 levels of retail
cooperatives, outlets of public utilities, and those chain
groups not covered in the chain-store sample.

Through 1945, year-end inventory estimates of chain stores
and independent stores, developed by the methods described
above, were summed and adjusted to the annual totals of
corporate and noncorporate stocks. In those lines of trade
where a systematic bias was found, adjustment factors were
extrapolated after 1945. Exceptions to this general meth-
odology are described below,

Department-store stocks, both monthly and for year-ends,
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were extrapolated by the Federal Reserve department-store
statistics. It should be noted that, although stocks in the
base period are valued at cost, the extrapolating series is
valued at retail.

Inventories of ‘“monopoly’’ State liquor stores were
estimated, both for end-of-month and year-end, from a
sample constructed by the Office of Business Economics,
consisting of 13 of the 20 monopoly States. Year-end stocks
of independent general stores with food, dry-goods and
other general-merchandise stores, and feed and farm-supply
stores were derived by applying estimated stock-sales ratios
(from the independent store surveys) to sales of these stores.
In the case of fuel and ice dealers’ stocks, an annual chain
sample was constructed from reports contained in Aoody’s
Industrials.

Stocks of the “not elsewhere specified” group—consisting
primarily of second-hand stores, book and stationery stores,
florists, orthopedic-appliance stores, and photographic-goods
stores—were assumed to have the same trend as the sum of
all the specified groups.

Monthly chain-store inventories, for most lines of trade,
were estimated by applying month-to-month and year-to-
year changes computed from the Census chain-store inventory
samples.

There is little information on the monthly changes in
independent-store stocks—except in the case of department
stores and furniture stores where combined chain- and inde-
pendent-store sample data are available. In most trades, it
was necessary, therefore, to interpolate year-end levels by
related data on chain stores and specific departments of de-
partment stores. The type of data used in the monthly
interpolation of each independent-store series is indicated in
table 1. Straight-line adjustments were applied to the
interpolations to correct for differences in trends between
successive year ends.

In each of the following kinds of stores no segregation of
chain- and independent-store inventories is made on a
monthly basis:

Department stores.—Estimates are made directly from the
Federal Reserve department-store stock index.

Motor-vehicle dealers—Stocks are interpolated monthly by
a regression with the Federal Reserve monthly index of
wholesale automotive paper outstanding.

Furniture and housefurnishings stores.—Monthly estimates

SURVEY OF CURRENT BUSINESS
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Table 1.—Independent Retail-Store Inventories: Sources of Monthly
Interpolating Data

Interpolation based on—

Line of business Chain- | Depart-
store ’;Jt%?te' Other data
Samples | < mples .

Motor vehicle dealers Wholesale automotive paper out-

standing.

Automotive parts and acces-
sories.
Lumber and building materials.
Hardware. ... .. ...
Farm implements_ ... ___...____ R
Furniture and house-furnish- Federal Reserve farniture-store sta-
ings, tistics.
Hougehold appliances and
radios.
Jewelry stores. . ________________
Men’s wear__._
Women'’s wear.
Family wear__.
Shoes__._.._.
Drug stores. .
Food stores____________________.
Eating and drinking places.....
Yilling stations_________________
Department stores and mail-
order houses.
General stores with food ... f_ . __]o.oo..._.

Interpolated by a stock index derived
by weighting related series, follow-
ing the break-down in the 1939

s Census.
Dry goods and other general D. G P
merchandise.
Varjety stores_.________________ D. G S

Value of retail dealers’ stocks of
bituminous coal.

Fuelandice. ... | ol

Feed and farm supplies.....____ D G R

LAQUOr. oo ool Sample of stocks of ‘“monopoly”
State liquor stores.

Other___ e[ Interpolated by inventory changes

of all other groups.

are based on inventory changes shown by the Federal
Reserve sample of furniture stores.

Jewelry stores—This series is interpolated by stock indexes
of jewelry and silverware departments of department stores.

Household-appliance and radio stores—Inventories are
derived by applying stock-sales ratios based on selected
department-store data to total sales of these stores.

General stores with food.—Monthly stocks are computed by
use of an index which is developed by weighting the inven-
tories in related lines of trade according to their importance,
on a commodity basis, in 1939.

Fuel and ice dealers—Inventories are interpolated by use

(Continued on p. 24)

Table 2.~Retail Inventories, Selected Year-Ends, 1929-47
| Millions of dollars]

Kind of business 1929 1933 1935 1936 1937 1938 1939 1949 1941 1942 1943 1944 1945 1946 1947
Allretail stores. ..o« 7,208 | 3,932 | 4,364 ( 4,833 | 5339 | 5039 | 5285 5767 | 7,262 7,307 | £,872} 6,906 | 7,049 | 10,501 | 12,426
Durable-goods stores- - eeeeo] 2,652 0 1,214 | 1,438 | 1,631 | 1,934 | 1,733 | 1,804 | 2,088 | 2,552 | 2,268 | 1,795 | 1,739 | 1,796 | 3,065 | 4,148
Automotive group.._ R 745 239 459 511 672 533 563 720 901 743 492 407 419 813 1,099
Motor vehieles ... . 642 104 400 432 581 450 475 621 749 625 378 289 273 554 743
Parts and accessories. ... .. ... 103 45 60 79 91 83 88 99 152 118 114 118 146 259 356
Building-materials and hardware group. . _ 0942 532 548 619 694 687 707 780 840 724 642 678 6451 1,044 1, 53¢
Building materials - 555 301 287 327 367 378 389 434 434 390 356 376 309 539 843
Farm implements 133 79 79 93 108 86 89 99 115 80 64 67 78 106 143
Hardware..___ 254 152 182 199 219 223 229 247 291 254 222 235 258 399 548
Home-furnishings gr . 657 301 304 362 400 354 371 405 586 575 431 416 464 852 1,130
Furniture and housefurnishings - 496 235 234 274 304 271 285 308 423 462 347 328 349 635 771
Household appliances and radios_......_.._..._. 161 66 69 88 96 83 26 97 163 113 84 88 115 217 359
JeWeIrY SUOTCS. o v oo e cacacmmcccmmam e o cc oo 308 142 127 139 168 159 163 183 225 226 230 238 268 356 385
Nendurable-goods StOTes. - oo ooooem o 4,640 1 2,717 2,925 1 3,202 | 3,405 | 3,306 | 3,481 | 3,679 | 4,710 5039 | 5077 5167 5253 | 7,526 8,278
Apparel group . ..o , 020 467 561 636 688 686 688 871 { 1,007 | 1,024 | 1,024 880 | 1,372 1, 558
Men’s clothing and furnishings__.._._._._________ 407 179 198 223 242 223 236 237 310 353 324 319 197 347
Women’s apparel and accessories. ... _._..._.__. 217 109 138 159 171 [ 163 171 178 225 282 338 360 393 542 518
Family and other apparel. ... _.__. ... ..._.___. 152 54 94 109 118 113 118 118 147 165 159 157 134 222 248
ShORS - - o e e 245 124 131 145 157 160 161 155 189 207 203 188 156 261 341
Drug stores. - . oo i ccameaen 381 286 279 204 309 317 321 334 366 381 400 414 453 539 581
Fating and drinking places_.. ... _____._._.__. 42 28 43 52 63 68 74 88 129 192 224 270 290 372 333
Food group. .o 669 461 567 598 618 626 672 723 960 | 1,062 1,102 | 1,076 | 1,288 | 1,723 1,937
Filling stations o e oo e 84 65 74 84 95 95 99 112 141 117 89 90 102 146 217
General-merchandise group_ .. ... ... ... 1,834 | 1,106 { 1,031 1,104 [ 1,154 1 1,067 | 1,125 1,165 | 1,513 | 1,541 | 1,534 | 1,412 1,406 | 2 228 2,344
Department, including mail order______._.______ 726 465 406 544 57 548 578 615 819 868 862 807 819 | 1,417 1, 452
General, including general stores with food..._._ 572 287 267 260 244 210 201 194 220 204 189 192 184 242 288
Dry goods and other general merchandise.___.__ 395 242 155 174 193 178 197 206 242 247 239 235 217 309 339
Variety 141 112 113 126 144 131 149 150 232 222 244 178 186 260 265
Other retail stores. 609 304 371 434 478 474 504 569 730 739 704 882 834 1 1,146 1, 308
Liguor 0 4 41 60 70 69 75 95 124 140 133 223 177 222 202
OtheT - i 609 300 330 374 408 405 429 474 606 599 571 659 657 924 1,106
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of the Bureau of Mines series on retail dealers’ bituminous-
coal stocks, and the Bureau of Labor Statistics series of
retail coal prices in 34 cities.

Ligquor stores—Monthly inventories of all liquor stores are
based on a sample of monopoly States’ liquor-store stocks.

Adjustments for Seasonal Variations

Seasonal adjustment factors were computed by the “ratio-
to-modified-moving-average’’ method. Because of the rela-
tively short and abnormal period covered by the monthly
data it was necessary to compute separate sets of peacetime
and wartime seasonal factors for many lines of business.
The postwar period presented an especially difficult problem,
Seasonally adjusted values for this period are tentative and
subject to revision when sufficient time has elapsed to make
possible an adequate determination of the seasonal patterns.

Foreign Grants and Credits of the United
States Government

(Continued from p. 15)

The Philippine Rehabilitation Act, approved April 30,
1946, authorized a broad program designed to assist in the
rehabilitation and economic development of the Republic
of the Philippines. Title I authorized appropriations of 400
million dollars for the payment of compensation for loss or
damage to private property in the Philippines as a result of
World War II. Title IT authorized the transfer of surplus
property having an aggregate fair value of 100 million dollars
to the Republic of the Philippines for use in repairing and
replacing public property. Title III authorized appropria-
tions of 120 million dollars for public roads and port facil-
ities; for compensation for damage to public property; and
for public health services. Title IIT also authorized such
additional appropriations as may be needed for improving
interisland commerce, air navigation, weather information,
fisheries, and in making coast and geodetic surveys.

Aid provided to the Philippines under the act totaled 119
million dollars by December 31, 1947, including the transfer
value of surplus property.

A program of economic and military aid to Greece and
Turkey was authorized by Public Law 75 in May 1947.
In July 1947, the sum of 400 million dollars was appropriated
for the program. Of this total, 300 million dollars was
earmarked for Greece and 100 million for Turkey. Under
the original program for Greece, half of the funds provided
for assistance were to be utilized for military aid and the
other half for civilian relief and reconstruction. The pro-
gram was later amended to provide a larger share of military
aid. Supplies for Turkey are largely military and for
projects of aid to the military forces. Procurement under
these programs amounted to 74 million dollars from the
beginning of American aid to the end of 1947. Of this,
approximately 62 million dollars was supplied from United
States sources, and the balance was procured in the United
Kingdom.

In order to provide a more adequate basis for the economic
recovery and internal security of Europe and China, the
Foreign Assistance Act of 1948 was approved on April 3,
1948.  This act provides for the participation of the United
States in a program of foreign assistance by authorizing
6.1 billion dollars for economic and military aid, as follows:
5.3 billion for European recovery during the 12-month
period ending April 3, 1949; 60 million for contributions to
the International Children’s Emergency Fund of the United
Nations during the fiscal year ending June 30, 1949; 275
million for economic and military aid to Greece and Turkey;
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and 463 million for economic and military assistance to
China during the 12-month period ending April 3, 1949,

Inventory Turn-Over in Retail Trade
(Continued from p. 21)

departments in which the supply of goods on hand in terms
of sales showed an upward tendency. Since 1947, stocks of
goods on hand in this as well as many other women’s-wear
departments have tended down. With sales moving up,
although at slower rates, the stock-sales ratio has moved
back to the neighborhood of the prewar position.

The growth in stocks maintained in the blouses, skirts, and
sportswear department to meet the sales demand reflects in
part a shift in the character of the demand. In recent years
there has been an increased use by women of sportswear,
particularly slack suits, play suits, and sport jackets. For
such wear, a diversity of styles and sizes has to be carried.

The women’s suits and the dresses departments exemplify
lines which have shown no definite trend in the ratio of
stocks to sales over the prewar period (see chart 5). The
departments in which the style factor plays an important
part are, in the main, characterized by little change in the
ratio.

The stock-sales ratio is low for both women’s and misses’
coats and suits, and women’s and misses’ dresses. In general,
prior to the war, stocks and sales moved closely together.
Some differences were shown for the two departments in the
war period. In the case of coats and suits, there was a
sharp rise in the ratio in 1942 and 1943 and a slow decline
thereafter, although it is currently still above the prewar
level. Inthe case of dresses, no evidence of any stock accum-
ulation in 1942 is noted, but subsequently the ratio has
increased and has continued above that which prevailed
prior to the war.

Jewelry and Other Departments

The stock position changed but slightly in the department
carrying jewelry, clocks, and watches. This department is
characterized by a slow stock turnover, which can be attrib-
uted to the fairly wide variety of goods that must be displayed
to meet the varying tastes of consumers.

Stocks and sales moved very closely together throughout
the prewar period. Stock accumulation occurred in 1942
and the stock-sales ratio increased. Because the production
of watches and similar items was diverted into war channels,
stocks did not rise and, with increasing sales, the ratio dipped
below the prewar average after 1942, Currently, with
sales of jewelry tending to lag, stocks are being maintained
at a rather conservative position.

The women’s handbags and small leather goods depart-
ment showed a considerable decline in the ratio before the
war (see chart 3), even though it always had a fairly rapid
turn-over rate. The decline was due chiefly to the increasing
importance of the style factor in bags. However, the
ratio rose during the war, and is currently above the pre-
war average. Stocks in the shoe department, in contrast,
are now relatively low, although the stock-sales ratio is
well above a year ago.

Household appliances were characterized by a rising ratio
during the thirties. For this department, stocks dropped
to an abnormally low wvalue during the war. Even with
the rapid expansion of production that has taken place
during the last two years, the ratio has not yet recovered
to its prewar value. On the other hand, the ratio for the
radio and musical instrument department is definitely
higher than before the war.
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THE DATA here are a continuation of the statistics published in the 1942 Supplement to the SurvEY oF CurrENT Business. Thatvolume
contains monthly data for the years 1938 to 1941, and monthly averages for earlier years back to 1913 insofar as available; it also provides a
description of each series and references to sources of monthly figures prior to 1938. Series added or revised since publication of the 1942 Supple-
ment are indicated by an asterisk (*) and a dagger (), respectively, the accompanying footnote indicating where historical data and a descriptive
note may be found. The terms ‘“unadjusted” and “‘adjusted’” used to designate index numbers refer to adjustment of montbly figures for seasonal

variation.

Data subsequent to April for selected series will be found in the Weekly Supplement to the Survey.

Ulilisls otgeﬁwise stated, statisticsbth;ougl;; 1947 1948
941 and descriptive notes may be foun . _ R B .
in the 1942 Supplement to the Survey April ’ May ' June July l August teslf]ll))er Ot?:;) N(ﬁ?,m D%ceerm- Jg;l;l F:??‘l March April
GENERAL BUSINESS INDICATORS
NATIONAL INCOME AND PRODUCT*
Seasonaliy adjusted quarterly totals at annual rates:
National income. __.__.. ... bil.of dod. | oo Jemaas 199.8 | oooias 203.3 - 214.3
Compensation of employees. —.-.do._. 125.6 |. 128.7 132.9
‘Wages and salaries.._. _do. 120.0 j. 123.6 127.8
Private.____.. -.do. 102.7 3. 106.2 110.3
Military. ..o -.do. 4.1 1 3. 3.
Government civilian. .._.__ ..do. 13.2 |. 13. 13.
Supplements to wages and salaries......do_ 5.6 |. 5. 5.
Proprietors’ and rental income___ 46.7 |- 47. 51.
Business and professional . _ . 22,9 e_._ 23. 25,
Farm.____. .. .. 16.6 |- ._..- 16. 18.
Rental income of persons._______.____. do__.. 7.2 oo 7 7.
Corporate profits and inventory valuation ad-
justment_ . el bil.of ol |- ccicie)eimiaas 239 | e 23.9 26.
Corporate profits before tax._ d A 28,2 32,
Corporate profits tax liability. 11.1 12,
Corporate profits after tax____ 17.1 19.
Inventory valuation adjustment —4.3 -6.
Net interest 3.7 3.
Gross national product . . ..o .. 3 229.4 |
Personal consumption expenditures .3 |- 165. 8
Durable goods_ . __.__._._.._. 19.3 ). 20,2
Nondurable goods. 98.4 1 99.9
Services._._._... [ 44.6 |- 45.7
Gross private domestic investment_ 26.1 |. 27.0 |-
New construetion..........._.. 9.6 | 10.4 |
Producers’ durable equipment. . 17.9 | 18.4 |
Change in business inventories. . —1.4 ] ~1.71.
Net foreign investment___.._________. _. 1004 | oo 7.8

Government purchases of goods and service;
bil. of dol..
Federal (less Government sales)._..._.. d
State and local. oo o oo ... d

Personal income. . ... oo ..o .. do_...
Less: Personal tax and nontax payments. __do_.
Equals: Disposable personal income -
Personal savingsy. ..o ool il

PERSONAL INCOME*

Seasonally adjusted, at annual rates:
Total personal income________._
‘Wage and salary receipts, total__
Total employer disbursements__
Commodity-producing industr
Distributive industries__
Service industries._.__
Government

Less employee contributions for so i
____________________________ bil. of dol..

bil. of dol..
d

Proprietors’ and rental income._ _
Personal interest income and divide:
Total transfer payments. ..« aeeocomen- .. d

Total nonagricultural income. .. ____._.__.
NEW PLANT AND EQUIPMENT

EXPENDITURES*

All industries, total________.______.__..__ mil. of dol._
Electric and gas utilities. . -do_._.
Manufacturing and mining. . -.do_._.
Railroad. . ... . ... ... .-do....

Commercial and miscellanecus_..._____._._ do.__.
FARM INCOME AND MARKETINGS

Cash farm income, total, including Government
payments*_ __ .. .. .. mil. of dol..
From marketings and C. C. C. loans*_
(63 c) o3,
Livestock and produets®..__.... .do_.._
Dairy products*.
Meat animals*_
Poultry and eggs*. . .o cicrcaaioo
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2,927
2,909
1,299
1,610

303
1,019

279

129.2 r128.5 127.9
3 r57.9 57.4
37.7 r37.4 37.1
15.5 15.5 15.6
17.7 r17.7 17.8
2.1 2.1 2.1
1.9 1.8 1.8
51.6 51.5 53.7
15.8 16.0 16.1
11.3 r12.0 11.7
184.1 r184.8 184.6

77 698 670
1,120 1,263 1,377
318 373
593 645 720
201 237 250

r Revised. § Personal savings is the excess of disposable income over personal consumption expenditures shown as a component of gross national product above.
. * New series. Quarterly data for 1939-46 and annual data beginning 1929 for national income and gross national produect and monthly data for 1920-46 for personal incom e are published in the
‘National Income Supplement to Survey of Current Business”, which is available from the Superintendent of Documents, Washington, D. C., for 25 cents; these series are compiled by the U.S.
Department of Commerce. For description of the series on plant and equipment expenditures and data for 1929-45, see p. 24 of the March 1948 Survey; first quarter of 1948 estimates are
ar ed ¢ 1 Revisions for January 1945-May 1046 for farm income are available on request; see note in September 1947 Survey regarding earlier
data; revisions beginning 1945 were in part to adjust the series to levels indicated by 1945 Census data: 1940-44 data have not been similarly revised.

based on anticipated capital expenditures of business.
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SURVEY OF CURRENT BUSINESS

June 1948
Ulil;isls otgedrms' e stated, statisticshth;oug}(; 1947 1948
an escriptive notes may be foun . _ R . - ]
in the 1942 Supplement to the Survey April | May | June | July | August | SeB- | October | Nqvem- | Decem J:;‘;‘ Fg‘;;“ Mareh | April
GENERAL BUSINESS INDICATORS—Continued
FARM INCOME AND MARKETING S—Con.
Indexes of cash income from marketings and
C. C. C. loans, unadjusted:

All commoditiest.....__..____..._. 1935-39=100.. 288 299 329 400 377 459 566 466 438 385 276 295 308
Cropst. do.... 208 217 260 422 416 524 743 539 455 366 251 244 235
Livestockt. . -coaoao oo do.... 349 361 381 383 348 410 432 411 425 399 205 333 364

Indexes of volume of farm marketings, unadjusted:
All commodities*.. o oncocoaian g. ~1935-39=100._ 116 126 138 167 152 172 199 160 151 134 109 111 117
3 ) 1< do.... 80 87 106 180 170 202 255 170 152 130 102 86 86
Livestoek®. oo ceoeaooo do.... 143 156 161 156 138 150 157 153 150 136 114 129 141
INDUSTRIAL PRODUCTION
Federal Reserve Inder
Unadjusted, combined indext._.__._. 191 194 193 189 189 190 188 » 185
Manufacturest oo oo aiiiees 197 200 200 196 197 197 r197 »192
facturest_ _ ..o ____. 219 224 224 227 226 r 223 r 228 » 216
D}l:gx? I:nlgi‘%;ﬁ - _re_as_t- - 195 204 202 205 203 203 207 » 177
Lumber and productst 150 150 148 140 138 137 r 143 » 140
Furnituret. 164 172 176 181 r 179 178 177 2173
Lumbert . oo e oo ccacan 143 138 133 119 117 116 r125 »123
L A —— E mloom o om| om| o= B m) ow
als and productst_ . ... 185 » 197
Nenforrous metals and productst 17 180 188 102 107 01| 23| 5106
o B e et Mo\ do|  s0| | cloo| 13| 30| o
0 r r P
Stgré%agﬁs.’_’ andgms pmduc ts t- 198 202 192 178 161 158 160 183
Clay products*. __...__ 166 169 169 172 166 160 r 169 »171
Glass containerst________ 248 236 231 203 196 201 r 219 298
Transportation equipment. 227 232 234 244 244 231 242 » 936
Automobilestt ... ... 197 198 200 206 206 192 r 203 » 198
durable manufacturest. _ 178 181 180 171 173 175 r173 » 173
NOA,ic;}Jrgliceb%lveragesT_ - ! 206 252 196 146 142 176 172 178
Chemiealst_____.___.__ 248 251 252 255 253 252 r 251 » 949
Tndustrial chemicals*_ _ 425 427 431 438 437 434 r 432 » 436
Leather and productst.__. 121 126 126 113 120 126 r115 » 108
Leather tanning* _____ 118 123 126 112 117 r124 102 .
et o s ol om)om) omom o TR
161 r P 144
Ml%%‘ilrf;c&]ﬁgcf?soﬁ b Oducm »156 »121 91 88 » 87 99 »119 2155
Meat packing_...__..___.___ 136 144 189 187 175 141 121 116
Processed fruits and vegetables*. 200 173 118 108 r92 r 91 r 85 » 89
Paper and produetst_..____._._ 159 163 165 157 163 163 r 167 160
Faper and pulpt. ..o e » 208 A i i - e 163
.......... d » » 205 » » » » 210
Petx(-)tggt-l-z_n_ j‘f(_i coal produetst 170 177 177 179 178 179 166 | _______
Petroleum reflningt. .. oo Q0. femem oo e[ e | e e e
Printi lishingt_ . .. _.______ d 145 156 158 150 144 r 155 r 153 158
Rﬁgg;gpﬂglgc%?fl_s_.} _F .f . 217 223 225 230 223 r 215 r 207 2 201
Textiles and productst... 160 164 172 163 178 179 175 172
Cotton consumption__. 130 139 149 131 153 153 147 147
Rayon deliveries... ... 278 280 290 287 300 T 296 302 297
Wool textile produetion__._._._._..... 168 167 172 166 181 185 178 | . ... .
Tobacco products 172 181 172 139 153 147 155 173
s 158 158 155 151 149 149 137 » 146
M]ia‘ttleerlzl:_,’.' I 160 162 163 162 160 161 r 146 » 147
Anthracitet 122 126 119 1 112 118 108 2105
Bituminous coalt 161 163 169 164 161 155 97 » 102
Crude petroleum. 164 166 165 166 165 167 r 169 » 169
Metals 145 132 106 85 82 83 282 | ...
Adjusted, combined indext. ..o oemoeaoooo 187 190 192 192 193 194 r101 2187
Manufactures 192 197 199 198 200 201 200 » 104
urable manufactures. ... 217 223 224 229 229 226 229 » 216
DLumber and pgodlilects.- 140 143 150 153 r155 150 r 151 »141
Lumber_.__._._._.._. 128 128 137 139 143 135 r 137 » 125
Nonferrous metals. ...___ 174 179 185 189 194 198 200 2197
Smelting and refining*__._. ;gg %(15 %’1/' %(8)% éﬁ; %(8;7) 4 %&1?(2) » 201
8t ] lass produets..._._... d r 4 » 211
Cornent” 214 elass products 171 174 178 196 190 208 196 193
Clay products*___..._. 160 161 162 166 179 168 r176 ? 176
QGlass containers....___ 243 229 229 218 200 208 r 219 228
Nondurable manufactures .. 172 176 179 173 178 180 r177 » 176
Alcoholic beverages. ..._... 198 229 219 167 167 198 191 182
Chemieals. ........._.._. 248 248 251 254 255 251 r 249 » 248
Leather and products.....__ 122 126 124 114 120 123 r115 7 108
Leather tanning*__________ 120 121 122 113 116 116 03
Manufactured food products. 158 156 158 158 r158 r 160 r 158 ? 158
Dairy produets_ .. _...__.. » 148 » 147 » 140 » 138 » 139 ? 139 » 145 ? 149
Meat packing. . .______.________ 146 142 170 160 150 147 131 125
Processed fruits and vegetables* 149 134 129 138 r 141 r 145 155 » 146
Paper and produets_...._._____.._ 159 163 165 158 163 163 r 166 168
Paperand pulp_..._______ 153 157 160 153 157 r 158 r 160 162
Petroleum and coal products. » 203 » 204 » 205 » 208 » 214 » 215 »212 » 210
Petroleutn refiningt ..o 0o e ememeaenfenm e |emcemmmcaa|cmmemmccme ] m e e e e e e e e e
Printing and publisﬁng 144 152 152 146 148 157 r 150 154
Textiles and produets. . 160 164 172 163 178 179 175 172
Tobaceo Produets. -coeconeomeerauanca-a- 163 175 169 149 153 155 164 184

Minerals 153 156 155 156 154 155 r 142 ? 147
Metals 111 107 109 117 117 r120 P18 1 a.o
¢ Revised, » Preliminary. ${Index is in process of revision.

*New series.

Data beginning 1939 for the new series under industrial production are shown on pp. 18 and 19 of the December 1943 Survey. See note in January 1948 Survey for source

of indexes of volume of farm marketings and reference to figures beginning 1929; annual indexes for 1939, 1941 and 194447 are shown on the back cover of the February 1948 Survey; they include
revisions in marketings data and also, for 194546, adjustments to 1945 census data which have not been incorporated in monthly figures; 194044 annual indexes and 1940-46 monthly data have

not been adjusted to census data.

tRevised series. For revisions for the indicated unadjusted indexes and all seasonally adjusted indexes for the industrial production series, see pp. 18-20 of December 1943 Survey; seasonal
adjustment factors for a number of industries were fixed at 100 beginning various months during 1929-42; data for these industries are shown only in the unadjusted series. Revisions for Janu-
ary 1945-May 1946 for the indexes of cash income from farm marketings are available on request; see note in Septeraber 1947 Survey, p. S-1, regarding earlier data; revisions beginning January
1945 were in part to adjust the series to levels indicated by 1945 census data; 194044 data have not yet been similarly revised.
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Uril;:ls otge‘liwise stated, statistics bz]uf'ougl‘; 1947 1948
an escriptive notes may oun ~ _ . - .
in the 1942 Supplement to the Survey April May June July | August l:eslgll))er October N‘i";‘l’_m D%c&m I :I’?;,l Fglr);u March | April
GENERAL BUSINESS INDICATORS—Continued

MANUFACTURERS’ SALES, INVENTORIES,

; AND ORDERS
Sales:

Value, total.________._________ millions of dollars._{ *15,398 | r15049 | 15065 | r14,362 | r15258 | r16,507 | r18,081 | r16,556 | r17,524 | »16,551 | 16,200 | r 18,070 17,085
Durable goods industries. .......___..__. do___. 6, 341 6,158 6,131 5, 546 5,859 6, 395 7,027 , 6, 989 6, 407 r 6,449 r 7,366 6,813
Nondurable goods industries..._..._.__._ do r 9,057 8,891 r 8,034 r 8,816 r9,399 | r10,202 | r11,054 | r10,206 | r10,535 | r10,144 ¥9,760 | r10,704 10,272

Index, total..._._._____ average month 1939= 100 290 r 283 295 r 270 r 287 r 3256 r 321 r 337 r 330 r311 r 330 327 321
Durable goods industries. __...__..__..._. d 326 316 328 285 301 342 348 353 360 329 r 359 r 365 350

Iron, steel, and products _ 305 208 306 267 296 321 330 335 331 325 336 r 345 322
Nonferrous metals and products_.__.. sdo..._ 399 369 376 310 327 392 386 442 423 364 415 7 410 408
Electrical machinery and equipment.___do__.. 362 359 394 331 349 410 421 444 470 386 446 r 442 425
Machinery, except electrical.__.________ do.... 336 330 339 278 295 324 329 325 347 304 356 363 336
Automobiles and equipment._______.__ do.... 362 338 364 345 326 399 410 401 424 383 424 r 435 427
Transportation equipment, exc, autos._.do 454 467 508 390 406 483 489 486 514 442 469 r 501 494
Furniture and finished lumber prod....do 245 234 203 212 247 281 274 267 270 266 r 303 r 269 250
Stone, clay, and glass products__.______ do.... 237 228 244 223 226 249 255 250 236 223 222 r 252 277
Other durable goods industries......._. do.... 278 281 274 230 262 274 279 293 277 281 282 276 259
Nondurable goods industries__.__._._._._ d * 269 r 264 r 276 r 262 r279 r315 r316 7328 r 328 r 301 r314 7306 305
Food and kindred products. r 267 r 263 v 286 r 286 r 291 r 332 r 320 r 335 r313 r 313 r 305 r 297 298
Beverages. - .o oo do 275 258 292 281 296 356 397 416 373 268 273 r 251 257
Textile-mill products, excl. apparel_____ do.... 277 255 279 235 275 312 319 319 327 301 350 r 345 344
Leather and products_. .. .....___...._ do.... 251 257 222 245 277 288 306 251 286 303 327 * 200 268
Paper and allied produects. - _._.___.____ do____ 317 312 315 288 205 312 331 328 312 320 334 r 333 333
Printing and publishing_______.________ do_... 232 224 242 218 251 289 291 344 300 235 271 r 268 268
Chemicals and allied produets__.___.___.. do_... 322 305 304 280 287 329 336 328 312 320 327 r 315 335
Petroleum and coal products ...do_.._ 233 242 254 258 257 269 267 302 318 328 336 r 322 335
Rubber products._._._.__ _-.do..._ 320 309 322 298 312 346 348 354 307 282 289 r 252 313
‘Tobacco manufactures. _..do.___ 200 222 237 223 213 239 223 226 232 206 216 218 223
Other nondurable goods._.._.______.___ do._.. 269 269 257 221 284 336 341 352 305 296 329 r 341 327
Inventories, book-value, end of month:
Value, total ._______.__.._.__ millions of dollars_.| 25,847 26, 435 26,475 26, 842 27,048 27,053 27,395 27,625 28, 016 28,485 28,762 | 729,065 29,138
o._.. 12, 443 12,724 12, 829 13,011 13,128 13,129 13, 220 13,224 13,331 13,440 13,509 | r13,549 13, 645
do. 13, 404 13,711 13, 646 13,831 13, 920 13, 924 14, 175 14,401 14,685 15,045 15,243 | r 15,516 15,493

Index, total ______._.__ average month 1930=100__ 250 252 25 261 265 268 T 271 271

Durable goods industries_ _..____.________ a 258 264 266 270 272 272 274 274 277 279 280 r 981 283
Iron, steel, and products._ 185 |~ 189 192 197 199 200 201 203 204 202 205 r 205 207
Nonferrous metals and pro 254 255 253 258 262 259 259 249 251 249 250 r 257 263
Electrical machinery and equipment. _,do____ 359 372 374 376 375 374 375 373 370 372 376 r 384 389
Machinery, except electrical _____.____. do__._ 264 268 271 275 276 277 280 282 285 291 293 r 295 297
Automobiles and equipment___________ do.___ 415 431 443 444 452 451 449 449 447 462 472 r 473 462
Transportation equipment, exc. autos..do-.._ 607 629 630 630 644 634 637 621 623 628 627 7 619 626
Furniture and finished lumber prod..._do.._. 201 204 203 205 203 201 209 207 228 229 223 r231 243
Stone, clay, and glass produets._......_ do..._ 156 160 161 161 161 157 162 168 170 168 163 165 163
Other durable goods.._.._.__ _..do__._ 108 198 195 204 206 210 213 219 222 223 218 207 210

Nondurable goods industries. _..do.._. 226 232 230 234 235 235 239 243 248 254 257 r 262 262
Food and kindred produets. . do._.. 192 200 194 208 213 220 238 244 250 255 244 r 243 233
Beverages .____ .. oo do_... 304 332 334 316 327 338 345 336 335 357 355 r 366 352
Textile-mill products, excl. apparel.____do__._ 225 225 221 223 223 220 218 226 224 238 249 r 255 253
Leather and produets........___ .-do____ 196 201 208 213 207 198 195 209 223 229 238 r 241 251
Paper and allied produets_. ..do___. 213 219 229 241 253 260 262 265 268 268 272 276 276
Printing and publishing..____ _--do..__ 335 358 366 373 370 368 367 355 361 362 383 7398 427
Chemicals and allied products. _do__._ 263 269 265 262 261 256 253 259 271 273 279 289 284
Petroleum and coal products. do.__. 157 160 162 164 169 171 174 176 178 177 178 r 182 189
Rubber products..._....... _do.._. 270 279 277 268 258 246 247 242 257 271 283 302 325
Tobacco manufactures. do___. 227 219 216 211 212 216 225 229 233 237 234 r 232 230

. Other nondurable goods. .. o-.do.._. 2389 289 293 301 297 288 288 290 293 301 319 r 329 324
ew orders:

Index, total... -.average month 1939=100__ 241 235 245 231 231 260 255 268 252 251 251 r 257 245
Durable goods_ .. 279 256 271 260 261 292 201 307 292 291 287 r 314 296

Iron, steel, and products. ____ 308 273 304 271 286 312 308 348 322 325 321 7371 312
Machinery including electric: do. 316 294 315 328 307 345 346 348 344 312 299 r 329 328
Other durai)le goods, excl. trans. eqmp..do__-_ 219 209 202 194 199 230 230 231 220 240 243 7243 254
Nondurable goods___ ... cocuouo___ do.... 219 222 230 213 213 240 234 244 228 227 r230 r 223 214
BUSINESS POPULATION
OPERATING BUSINESSES AND BUSINESS
TURN-OVER*
Operating businesses, total, end of quarter
thousands r3,816.6 |._________ v3,848.3

Contract construetion.._...... -.do-. r276.3 |. 2284, 2

Manufacturing —-do.. r317.6 |_ »318.9

Retail trade__._ _.do.. r1,755.2 | v1,766.0

‘Wholesale trade -.do.. r179.8 (. 7182.2

Service industries. -.do.. r726.8 | »733.1

Allother ... _____..___. --do.. r560.9 |_ »564.0

New businesses, quarterly...__.. -.do.. 85,1 1 786.8
Discontinued businesses, quarterly. -.do-. r54,5 |. 2 55.0
Business transfers, quarterly ..e-eo-cccocouoo. do.... 98.4{___ . ___. 276.6
INDUSTRIAL AND COMMERCIAL
FAILURES
Grand total ... o oo number.._ 277 378 283 269 287 202 336 313 317 356 417 477 404

Commercial service. PRV T JO, 23 33 21 30 23 28 29 23 23 29 44 47 50

Construetion... ......__. .do_... 16 20 23 17 19 20 25 25 26 23 22 43 30

Manufacturing and mining._ --do..__ 117 156 95 107 99 101 98 124 112 108 151 136 99

Retail trade... <o coeoconio . --do._.. 84 119 108 105 102 103 129 115 123 153 165 194 175

‘Wholesale trade. .. .ococoocimicimaacoaa do. 37 51 36 40 44 40 55 26 33 43 35 57 50

Liabilities, grand total.._....._. -thous. of doL_ 16, 080 17,326 18, 982 37,137 14,903 10, 034 21,322 16, 345 25, 499 12,965 25,619 17, 481 15, 296

Commercial service. eee