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LETTER OF TRANSMITTAL

Tue Warre House,
January 20, 1955,
To the Cungn.u of the United States:

ITamh ith ing my E ic Report, as required by Sec-
tion 3 (a) of the Employmcm Act of 1946.

In preparing this Report, I have had the assistance and advice of the
Council of Economic Advisers. I have also had the advice of the heads of
executive departments and independent agencies,

1 present below, largely in the words of the Report itself, what T regard
as its highlights.

Sources of Economic Progress
With production and empl now i ing on a broad front, the

events of the past year have b t the major conclusions of the E
Report of January 1954 concerning the state of our economy and the policies
needed to promote sound economic growth.

Economic well-being sustains our whole national life. A high and rising
standard of living brings to more of our people the opportunity for con-
tinued intellectual and spiritual growth.

The main sources of our Nation’s economic strengt.h are its free institu-
tions and the qualities of its people—thei b skill, ise, and
willingness to make great efforts in their own behalf and in behalf of their
families and coramunities.

The need of our times is for econotmc policies that, in the first place,
recognize the proven sources of i ic growth and b
and in the second place, respect the need of people for a sense of security
as well as opportunity in our complex, industrialized society.

A free economy has great capacity to generate jobs and incomes if a
fecling of confidence in the economic future is wldely shared by investors,
workers, businessmen, farmers, and consumers.

Many factozs iavor a continuation of our vigorous economic growth.
The popul is ing rapidly, educational levels are rising, work
skills are improving, incomes are widely distributed, consumers are eager to
better their living standards, businessmen are starting new enterprises and
expanding old ones, the tools of indus«ry are multiplying and improving,
research and technology are Opemng up new opportumua, and our public
policies g 11 and i




1 within
a decads intrease its produstion from the current anpual lev e
billion dollars to 500 billion, or more, expressed in dollars of the
ng power. .
bu}'; gl‘e“i)umre as in the past, increases in productivity a{\d in useful employ-
t opportunities will be the core of economic expansion.
mc;hc}:op; of the Federal Government in the achievement of these go:\l:x is
to create an phere . ble to if acu\?:y by raging
rivate initiative, curbing polisti denci Q ¢
zn Ih: private se‘ctor of the economy, and carry.ing out as much of its qwﬁ
wark as is practicable through private enterprise, Tt dxgl‘ﬂd take its 'iu
part at the side of State and local g n inp g appropria
public facilities. It should restrain tendencies toward recession or in-
fation, It should widen opportunities for less fortunate citizens, and help
individuals to cope with the hazards of unemployment, ilincss, old age, and
Blighted neighborhoods. o o
Last year the Government took many steps, both Jegislative and adminis.
trative, to tnrourage teonomic expansion, Fisca) ond monetary measures
fostered an expectation of improving economic conditions and encouraged
people to maintain a high rate of expenditure.  The opportunities of com-
petitive enterprise were enlarged; ic tics with other countries were
improved; the floot of personat and family security was strengthened; and
additions were made to our public assets.

The Economy Today

The year 1954 was onc of transition from contraction to recovery, The
contraction reflected the efforts of businessmen to reduce inventorics, and
was g by & laege reduction in military expenditures,

The contraction was relatively mild and bricf, because of a variety of
timely public and private actions,

The Government cut taxes, the Federal Reserve System eased credit
conditions, and the Treasury arranged its financing 0 as not to compete
with mortgages and other fong-term issues. A comprehensive program for
encouraging private enterprise was submitted to the Congress  Apart from
this, the decline in private incomes was automatically eushioned by in.

N .

creased pay of ploy and other benefits and by
sharp cuts in taxes due the Government on the reduced incomes.
¢ ined a high rate of ding, busi kept capital

expenditures at a high rate, builders stepped up their activities, trade
unions conducted their affairs with a sense of responsibility, farmers rec-
ognized the dangers of pifing up ever farger surpluses, private fenders
made ample supplics of eredit available on liberal terms, States and localities

carried out Jarge construction programs, and export demand remained
llmng-
Althourh factuc Juction fl

g) g pr 4, total output was fairly
stable, and disposable personal income reached record levels. But some
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industries and localities suffered from serious unemployment, The for-
tunes of most of them turned for the better when recovery got under way in
the carly autumn, and they will benefit from further general economic
expansion.

Instead of ding Federal ises or initiati pendi
programs, the basic policy of the Government in dealing wuh the contrac-
tion was to take actions that created confidence in the future and stimulated
business firms, consumers, and States and localities to increase their

expenditures.
The vxgor of the recent recovery, w!m:h has already made up half of
the p decline in industri suggests that economic

expansion will probably continue dunng coming months. It holds out the
promise that we shall achieve a high and satisfactory level of employment
and production within the current year.

A further expansion of ding may ly be d;
we are soon likely to experience some rebuildmg of inventories; the dcclm:
of Federal spending next year will be less rapid than during the last two
years; State and local di will probably i to expand; the
outlook for housing and it i i) to be good;
there is a prospect that plant and equipment expenditures may turn up-
ward, as the general economic advance proceeds; the outlook for export
demand is brigh d by the i of an idening area
of the Free World.

It is essential to keep a close watch on financia} dev:lopmmu connnu:d
economic recovery must not be jeop d by p of sp e
activity.

Toward Sustained Economic Growth

‘The wise course for Government in 1935 is to direct its program prin-
cipally toward fostering Iong-term economic growth rather than toward
jmparting an immediate upward thrust to economic activity.

Further efforts to reduce Federal expenditures, together with increasing
revenues from a tax base growing as the economy expands, should make
possible some additional general tax reductions next year. Progress could
then also be made in further lawenng tax barriers to the free flow of funds
into risk-t: ki md 138 (5

Govemmmt shou!d persist in its efforts to maintain easy entry into trade
and industry, to check monopoly, and to preserve a competitive environ-
ment. Continued encouragement should be given to small and new
businesses,

ific research and devel fvities in all their phases should
continue to have the eamest support of the Federal Government.

Measures by ourselves and other nations to reduce existing barricrs to
i onal trade, p and i will make the Free World
stronger and aid our own economic growth.




M should be considered to extend p 1 security against the
hazard of pl 10 gth ini wage legislation, to
protect savings in credit unions, and to increase the President’s discre-
tionary authority to vary the terms of insured mortgage loans in the interest
of economic stability,

A great ten-year p to modernize the i highway system
should be suthorized,

Our partnership policies of water resource development should be further
impl d by appropriate Congressional and lacal action.

Action should be talen this year to help meet our Nation.wide needs
for school construction. 1 shall shortly send to the Congress a special
message that will deal with methods by which the Federal Government can
appropriately assist in this vital ficld.

Support should be provided for an Office of Coordinator of Public Works
Planning in the Executive Office of the President, and for a revolving fund
for advances to the States and municipalities for public works planning.

Conclusion

Our Nation’s recent history teaches that a foresighted Government can
do smuch to help keep the economy stable, but experience affords no good
basis for a belief that the Government can entirely prevent fluctuations.

We should harness the idealism as well as the intelligence of our gen-
cration to the practical end of facilitating the growth of private enterprise
and of increasing the stability of our economy.

The Government will shoulder its full responsibility to help realize that

Dwisnr D, Eisenunowrs

I
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Chapter 1

The Expansive Power of the
American Economy

HIS IS THE SECOND REPORT of the present Administration

under the provisions of the Employment Act of 1946, which declares

it to] bea com:mumg r:spom'bxhty of the Federal chcrnmen( “to promote

and p hasing power.” The earlier

Report set forth the conditions of economic progress in our country and in

our times. By and large, the events of the intervening year have borne out

the conclusions of that Report concerning the economic state of the Nation
and the policies needed to promote sound economic growth.

1. OpuGATIONS OF FEDERAL GOVERNMENT
‘Unper EMPLOYMENT AcT

The Employment Act

The authors of the Employ Act wisely gnized that the main
source of the economic sm:ng!h of a nation consists in free institutions and
the qualities of its people—thei bition, skill, prise, and willi
to make grcat efforts in their own bchalf and in behalf of their families and

ies. The Act theref i ic growth rather than
the mere page or all of business i And it stresses

the importance of using the powers of Government *to foster and promote
free competitive enterprise,” which has been the great energizer of our own
Nation and of every other nation that has possessed the wisdom to submit
to its discipline.

In framing the Employment Act, the Congress recognized that the Gov-
ernment has no way of guaranteeing prosperity and that, if a recession
occurs, no single action or xule of policy will necessarily suffice to generate
a lasting recovery. The Act does not prescnbe what means are to bc used
by the Federal G in p g the basic objective of
employment and production. It does, howcver, specify that the means
must be consistent with the “needs and obligations” of the Government and
with “other essential considerations of national policy. In other words,
in implementing the Employment Act, the Federal Government is subject
to certain constraints.  Among other things, it must honor the constitutional
rights of individuals; it must respect the authority of the States; and it must
protect the integrity of the money in which contracts are expressed and
payments made.




The obligation of the Federal G t under the Emp . Ac't'
“4o p 3 ploy , P tion, and purchasing po'\;'cr,
and to do so by means that are consistent with ‘other esscn.h.al considera-
tions of national policy,” is not always remembered.  Some .cmzens, lacking
faith in the ability of the private economy to generate a high level of ac-
tivity, espouse a steadily increasing role for Gov:mme.nt. They urge new
public undertakings and unbalanced budgets as devices for augmenting
private demand, often with little regard to the cause or magnitude of any
deficiency in demand. Other citizens, adhering to what they rcgard.as
the ultimate economic verities, are critical of any gﬂvcn\mcnlal. action
that is designed to prevent or to minimize the rigors of depressed incomes
and unemployment. "

‘These are extreme and d s If the one is i e to
the inequities of inflation, the other is insensitive to the misfortunes of de-
pression. Bach carries the danger of undermining, sooner or later, our
systemn of free competitive enterprise. Neither is suited to our needs or our
times. The American people believe firmly in economic freedom, but will
not passively accept depression or inflation, The need of our times is for
economic policies that, in the first place, recognize the proven sources of
sustained economic growth and betterment, and in the second place, respect
the need of people for a sense of security as well as opportunity in our
complex and industrialized society.

Basic Economic Tenets

The economic actions of this Administration and its program for the
future rest upon certain basic propositions. First, competitive markets,
rather than governmental directives, are as a rule the most efficient

for org; g prod and pti Second, a free
economy has great capacity to generate jobs and incomes if a feeling of
confidence in the economic future is widely shared by investors, workers,
busi) farmers, and Third, the Federal Government
creates an here f: ble to activity when it encourages
private initiative, curbs monopolistic tendencies, whether of business or
labor, avoids encroachment on the private sector of the economy, and carries
out as rauch of its own work as is practicable through private enterprise.
Fourth, the Federal G 2 when it restraing
tendencies toward recession or inflation, and does this by relying largely on
indirect means of influencing private behavior rather than by direct controls
over people, industries, and markets. Fifth, the Federal Government con-
tributes to ctonomic growth when it takes its part, at the side of the States,
in promoting scientific research and in providing public facilities, such as
highways, hospitals, harbors, and educational institutions, on which the
expansion of the private cconomy heavily rests.  Sixth, the Federal Gov-
emment thens the foundations of the

y when it widens oppor-
tunity for its less fortunate citizens and, working in cooperation with the



States and localities, helps individuals to cope with the hazards of unemploy-
ment, illness, old 2ge, and blighted neighborhoods.

These economic tenets are basic and inseparable, They constitute guides
to policies which, if pursued persistently, will advance us toward the goal
of an increasing national income, shared equitably among those who con-
tribute to its growth, and realized in dollars of stable buying power. In
broadest outline they constitute the k of an ic system that
is at once strong and humane, a system that can provide both greater mate-
rial abundance and 2 better quality of living.

1I. PaTiis To Economic GrowTH

The Growth Potentials of Our Economy

The American economy has created new jobs and produced marvels of
abundance in the past. It should be able to do so in equal or even greater
degree in the future. Our population is rap:dly al
levels are riting, work shills are improving, incomes are widely distributed,
consumers are eager to improve their living standards, businessmen are
actively engaged in starting new enterprises and expanding old ones, the
tools of industry are multiplying and improving, rescarch and technology
are constantly opening up new opportunities, and our public policies gen-
erally encourage. enterprise and innovation. With so many favorable fac-
tors, a i of rapid ic growth may bly be expected.

CHART 1

GROWTH OF THE GROSS NATIONAL PRODUCT, 1909-54
WITH HYPOTHETICAL PROJECTION FOR 1965
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An arithmetical calculation, based on a number of technical assumptions,
the most important being that the average annual gains in productivity that
we have had in recent times will occur in the future, shows (scf: Chart 1)}
that our country can within a decade increase its production from a
current annual level of about 360 billion dellars to 500 billion or more, with
the figures expressed in dollars of the same buying power. Of course, the
record of the past sets na limit to our future achievements. Nor should we
permit arithmetical projections to obscure the basic fact that an economy
succeeds only as people succeed. OQur economic future depends on the
full use of the great treasure house of intelligence, skill, energy, and confi-
dence of the American people.

A glorious economic future may be ours, but it is not vouchsafed to us.
We shall achieve it only by wise management of our national houschold. In

the future 2s in the past, increases in productivity and in useful employment
opportunities will be the core of economic expansion (see Chart 2}, The
tools and equipment used by farm, factory, mine, and office workers must
be multiplied and improved. Industrial techniques, materials, and man-
agement must become more efficient, and skills and morale enhanced, so
that the amount of production for each hour worked will increase. And
unless there are satisfactory jobs for those who seek useful employment, and
unless human labor is devoted increasingly to the production of goods and
services that imprave the quality of life, our gains in productivity may be
dissipated.
Role of Government in Progress

‘The history of our country, as well as of other parts of the Western
‘World, demonstrates that economic progress depends fundamentally on the
enterprise and initiative of millions of people seeking to better themselves.
In such a process of economic expansion the Government can play, how-
ever, a highly constructive role. Within its own proper sphere, the Gov-
ernment must be ready and willing to act, Indeed, failure or reluctance
to play its part can be a serious handicap to economic growth, as would
a similar lack of initiative on the part of private enterprise,

Among the activities essential to economic progress and in which there
is a large public interest is the field of educati ding from educati
for literacy to the highest reaches of theoretical inquiry. Scientific and
technical knowledge, research and develop 7 and industrial
i ion and its diffusion are the wellsprings of an i ing output per
man-hour, upon which our hopes for a better lifc and more leisure in the
future largely depend.  An enlightened public policy must therefore focus

attention upon augmenting the number of young people who have scientific,

ineering, and technical skills; upon ging creative thinking and
invention; upon inducing business enterprises and nonprofit organizations
to support expanding programs of research; upon enlarging the range and
depth of Federal research and development programs in fields that cannot
be covered adequately by private efforts; and upon hastening the industrial
application of new methods and ideas through new investments.

4



CHART 2

OUTPUT PER MAN.HOUR IN MA JOR INDUSTRIES, 190953
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Public policy must also protect incentives and encourage 2 spix:lt of ex‘:tcr-
prise and innovation among people.  The man ot woman who, in the hape
of personal betterment, works harder, designs a new product, creates 2
aew method, invests in a new business, moves to a new job, or fuggau a
new idea to his employer must believe that the rewards of initiative and
effort are worth while. Through all of its policies the Government must
encourage enterprising action by business managers, investors, and workers,
in an environment that is kept basically free and competitive.

Economic progress entails changes in technology and commerce, and lh.ese
changes require adjustments by people to new and altered ways of do_m'g
things. To insure that a dynamic economic environment involves a mini-
mum of personal hardship and a maximum of new opportunity, govern-
mental policies should be designed to ease the movement of people to new
areas or new occupations. Through an ever wider possession of education,
technical skill, and capacity for movement, new doors of economic oppor-
tunity can be opened and the remaining pockets of low income in our land
can be reduced.

Expansion of private econamic activity calls for great increases in the
Nation's physical stock of public capital, as the Economic Report to the
Congress in January 1954 pointed out. Government—State and local
as well as Federal—has a responsibility to see that progress is promoted
by adequate public works for education, medical care, transportation, con-
servation, and recreation.

The achievement of our economic goals requires that we further
strengthen the floor of security for individuals and familics in our indus-
trialized society. When people have provided for minimum needs in their
old age or in the event of misfortunc, they are apt to become more produc-
tive and more venturesome participants in an expanding economy. A wise
Government can help people to provide for these needs, without impairing
their self-reliance.

A strategy for realizing our Nation’s growth potential must include, as
an indis ble part, by Ives and others for gradually clear-
ing the ch; Is of trade, of 1 and of inv between nations,
so that our people as well as others may devote themselves to the tasks in
which they have a special advantage, and so that the Free Worl
bound together by a Iy L ial ic i
Nation's security, as well as its material

Finally, we must . to

d may be
Thus our
welfare, may be advanced.

di all gov 1 p

especially monetary and fiscal policies, in order to restrain and offset any
tendencies that may develop toward recession or inflation. An expanding
economty requires increases in the supply of money and credit, but not on a
scale that invites inflation in the present and possible depression in the
future. The Federal Government should continue 1o manage its revenues,
debts, and expenditures, and conduct its regulatory activities, so as to
contribute to the expansive strength and stability of the economy.

[3



1I1. Stees TakeN Durine 1954 To Bump a Stroncer Economy

During the year that has just closed, the Government has taken many
steps, both legislative and administrative, to put into effect policies that
the expansionary powers of our y and that express the basic
economic tencts set fon_h in this Report, These actions have helped to
generate confidence in the minds of the American people.

Fiscal and Monetary Actions

‘The most powerful and pervasive of these actions have been of a fiscal
and monetary character. The reduction in military and other outlays,
which occurred after the ending of the Korean conflict, made possible sharp
cuts both in taxes and in the Federal budgetary deficit (see Chart 3). Con-
currently, the Federal Reserve authorities made clear their intention to
maintain an adequalc supply of credit at moderate cost, so long as this
facilitated cconomm growth wn.hout mﬂauon These fiscal and monetary

itudes and behavior on the

part o( consumers and busmessmcn. They fostered the expectation of
bly stable prices, efficient house-

kcepmg by Government, and tax reductions in the future, Thus, they
encouraged the mmmenance of a high rate of private sp:ndmg, and set the

stage for ion of other go { policies to foster
long-term expansion.
Enlarging the Opp ities of Competitive Enterprise

Recent actions of the Congress and the Executive havc cnlargcd and
clarified the range of private T Of great p
is the new law which authorizes the Atomic Energy Commission to license,
with due regard to the public interest, the use of special nuclear materjal in
privately-owned reactors, and which substantially broadens patent protec-
tion for pnva(c inventions in the atomic energy field. Opening the door
t0 prise in the develop of nuclear power and other
lndustnal uses of atomic energy will magnify the benefits our people are
already deriving from this new resource,

The Government also made progress in redrawing the line separating
private and public enterprise. Steps were taken to dispose of numerous
enterprises for which public operation was meffxuent or of doubtful ad-
vantage. Simnul sty, the G the amount of its
contracting with private firms for necessary services and facilities—as an
alternative to pmducmg them itself, often at higher cost to the taxpayer. To
hasten the s of our water and yet restrict
Federal participation to what others are incapable of accomplishing, the
partnership principle of Federal cooperation with local interests, public
or private, was launched.

The vigor of competiti rprise has been p d by many changes
in our laws. Thus the recent tax law liberalized d jation all
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CHART 3

FEDERAL RECEIPTS AND EXPENDITURES
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extended the period over which business losses can be canried back for tax
purposes, facilitated a ploughing back of eamirgs for expansion, encouraged
research and development expenditures, and granted a limited tax eredit on
dividends received by sharehold All of these should assist
business firms, especially those of medium or smell size, to grow ard to
provide new jobs at satisfactory wages. At the same time, legislation was
passed to relax Federal controls over farming. The introduction of flexible
price supports for basic crops and the modernization of the “parity” formula
will facilitate the 2djustment of our farming enterprites to changing markets
and thus help improve the outlook for the farmer.

Strengthening Economic Ties with Other Countries
Although action on major proposals for changes in our foreign ecoromic
pohcy was deferred to this year, several constructive measures to advance
onal trade and i were adopted during 195%. Govern-
ment controls of the export of many commodities to friendly countries were
removed. The lending authority of the Export-Import Bank was increased
from 4.5 billion to 5 billion dollars, and 2 new export-credit program was
mtmduoed to facilitate trade.  Action was taken to establish uniform and
dards for the application of the Buy American Act.
ts in custorns admini: wete made to benefit trade.
th the aim o( zzx!:ugmg Pprivate investrent zbroad, the qugn Opera-
tions Admini the 2ge and halved the prcmxum charge
forg: i against jation or currency ibility.
Anather advance toward the same ob]ccu\': was made by removing the
over-all limitation on the extent to which foreign tax payments could be
credited against United States income taxes, and by allowing shareholders
in regulated investment companies having more than one-half their iavest-
ments in foreign countries to benefit by foreign tax credits,

1

Building the Floor of Personal and Family Security

As a result of governmental actions during the past year, many people
are now better able to meet their housing needs and the problems of old
age and unemployment, Over 10 million men and women were brought
jinto our system of Old-Age and Survivers Insurance. Social security con-
tributions were increased, but the scale of beneﬁlt paid to the azed was
raised and the amount of their fssible earnings & d. Atthesame
time, pensions and disability compensation rates for veterans were raised.

The Federal-State unemployment insurance system was also strengthened.
Over 1.3 million workers in smaller firms and 2.3 million Federal dvilian
cmployees were brought into the system, thus raising the total covered
population to approximately 40 million. Both the amount and the maxi-
mum duration of benefits payable under the unemployment insurance law in
the District of Columbia were increased. A special Federal loan fund
was lished to assure wai pted payment of ! benefits
by States whose reserve funds may become low. To meet acute persapal




problems, provision was made for substantially larger grants to the States

for vocational rehabilitation,
Important acnons were also taken to cxtend homc ownership, conserve
tar v IS [ B T iha danyy

- . . . s ne
he
i of mortgage i was Jed to sale and rental housing

m bhghtcd areas. Federal grants and loan funds were provided to aid
urban renewal.  Along the same line, the authority of the Administrator
of Veterans' Affairs to make direct home and farmhouse loans to veterans
was extended, and additional funds were made available for this purpese.

Espansion of Public Assels

Recognizing that the provision of public roads, schools, hospitals, and
community facilitics has long lagged behind our nieeds, the Federal Govern-
ment acted last year to augment a number of public works activities.
Federal highway grants to the States of 875 million dollars were authorized
for each of the fiscal years 1956 and 1857, thus greatly increasing the an.
nua} amount of Federal aid previously made available. One hundred and
twenty-five million dollars was made available for school ion in
areas where Federal activities had affected schoo} enrollment.  Substantial
aid was authorized to the States for building hospitals and other medical
facilities, and was backed by an appropriation of nearly 100 million dollars
for the fiscal year 1955, After many years of debate concerning the St.
anrcnne Seaway, a development corporation was finally created and

t d to coop with a Canadian agency in the construction of the
Scaway, our share of the cost to be financed on a self-liguidating basis.
Apart from this, over 1 billion dollars was authorized for the construction
and rcpmr of navigation, flood control, and other civil works.  Additional

for military ion were made, supported by an appro-
priation of 817 million dallars foc the fiscal year 1935, Within the same
category of legislation was the authority granted to the Executive to add
to the tanker flect. Finally, important steps were taken to put advance
planning of public works on a mare systematic basis.

Plan of Report

‘The efects of these and related g 1 actions axe considered later
in this Report and 1ts Appendxccs 'I'hc next dmpicr is devoted 1o a review
of recent s the p taken by Govern-
ment to influence their course, and the prospects of the economy. This
review should help us detesmine the next steps of a governmental policy
aiming to promote 2 ined and satisf; y sate of growth,

A program of proposed governmental actions is set forth in the third and
final chapter,
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Chapter 2
A Year of Economic Transition

to the Congress, our y was und; a ion, partly

as a result of readjustments forced by the ending of the Korcan conflict,
partly for other reasons. Today, after a small and brief over-all decline,
though one that affected individual industries and localiti ly, pro-
duction and employment are again increasing on a broad front. The re-
covery has already carried economic activity to the highest level of the past
twelve months, And althougt d and empl dur-
ing 1954 fell somewhat short of the levels reached in 1953, the year just con-
cluded will go down in history as one of our most prosperous years. The
following analysis of recent events is documented by the charts and tables of
this chapter, and by the evid bled in Appendices B and D.

AI‘ THE TIME last year when the Econormc Report was submitted

1. Tue OnseT oF CONTRACTION

In our economy, or in any other of which we have definite knowledge,

1| between production and sales are virtually bound te

occur.  Such a condition developed in 1953. After the steel strike in the
summer of 1952 was settled, production, employment, and incomes increased
sharply. So too did consumer spending, though at a somewhat lower rate

Tanve 1.—Changes since 1939 in physical volume of production
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CHART 4

INDICATORS OF PROSPERITY
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than the increase of personal incomes. The rate of general economic ex-
pansion was reduced, but continued to be fairly rapid, during the early
months of 1953. Total spending by consumers roughly kept pace with
their rising incomes during these months; however, spending on commodi-
ties, as distinct from services, tapered off. Inventories therefore kept rising,
Pparticularly those held by retailers. About the same time the flow of new
defense contracts, which tie up inventories of factories on a larger scale than
civilian production, diminished sharply. In view of these developments, as
well as the general quickening of deliveries, many business firms deered it
prudent to bring their inventories into better balance with sales and in-
coming orders, The effort to adjust inventories led to scattered declines
in production, which became visible in the Nation’s aggregate of industrial
production after July 1953, Within a few months, total production fell
short of consumption, just as it had previously exceeded consumption. An
inv:mory recession, of the sort that occurred in 1948-49 and earlier time~
in our histary, was undcr way,

This T was licated and by the
close of hostilities in Korea. With the war at an end, the need for many
types of defense goods diminished. At the same time, basic defense plans
were being modified to strcngthcn our economy for what might prove a
very long period of “cold war” The changed situation in Korea, the

revisions of military prog and imp: in the admi of
our defense establishment brought about a sizable drop of military and
related expendi A larger reduction was carried through during 1954

than had been anticipated, and it called for further readjustments by the
economy. For the decline of defense spending not only reduced the
Nation's stream of expenditures for final use; it also accentuated the efforts
of businessmen to cut inventories.

The primary contractive factor during the latter part of 1953 was the
adjustment of inventories. This role shifted to defense spending after the
turn of the year. In the second quarter of 1953 businessmen added to their
inventories at an annual rate of 5.4 billion dollars. In the first quarter of
1954 they reduced their inventories at a rate of 4.2 billion. In the mean-
time, expenditures on national security fell from an annual rate of 54.3
billion dollars to 46.9 billion, while total Federal spending on goods and
services fell from 62.2 billion to 55,0 billion. Thus the combined decline of
inventory and defense spending over this nine-month interval was at an
annual rate of 17 billion dollars.

This reduction of expenditures was reflected rather promptly in produc-
tion, employment, the flow of incomes, business loans, imports, and other
phases of the Nation’s economic life. The over-all decline of economic
activity was small, but its impact was very uneven, and some industries and
localities suffered seriously. The impact of inventory liquidation and of the
cuts in defense expenditures was heaviest on those engaged in the manu-
facture of durable goods. Other factors added to the downward pressure

13



Tanrz 2,—Recent changes in incame, production, and employment
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on this sector of the economy. Although total spending by consumers was
virtually unchanged between the second quarter of 1953 and the first quar-
ter of 1954, their outlays on durable goods were considerably reduced,
Investors in fixed capital likewise reduced their outlays on equipment,
though not on construction. In consequence, while the physical volume of
nondurable manufactures declined 6 percent between July 1933 and March
1954, the production of durables declined 14 percent and manufacturing
production as a whole, 10 percent. * About 1% million men and women
lost their jobs in manufacturing dunng this pcnod neatly a million of I.hcm
in steel mills, ord building yards,

plants, locomotive works, and other durable goods factories. In the mean-
time, overtime work was curtailed and the average length of the workweek
declived. Wage rates continued to rise, but their influence was swamped
by reduced employment and working hours, and the annual rate of wage
income in manufacturing fell by 5%; billion dollars, or 11 percent. As is
usual at such a time, profits fell more sharply; dividend payments, on the
other hand, were maintained or even increased.

Economic contraction was not confined to manufacturing industries.
Sizable reductions of activity occurred also in the mineral and transportation
industries, parucularly in cual mining and railroading, whose long-standing

difficulties in mal isfactory market posmon were acccntuated
Agriculture inued to bc h ized by larg: i

exports, and Jawer prices received by farmers rclauvc 1o those pmd by
them. Other branches of industry tably, the el
utilities, and the great range of service industries—were successful in re.
sisting the forces of ion and even inued to grow. Neverthel

by early March 334 million persons were unemployed, an increase of about
2 million from the preceding July. Another ¥ million were temporarily
laid off, and a large number were working only part time, A cry of im-
pending depression was raised.

II. Gatnering Forces of REcovery

‘The depression that so many feared or expected did not, however, develop.
Toward the end of 1953 signs of improvement began to appear in financial
and investment markets, and these indications multiplied after the turn of
the year. Stock prices started rising in September 1953. Contracts for
residential building resumed their advance at about the same time. Con-
tracts for commercial and industrial building joined the advance at the
beginning of the new year, as did new business incorporations and orders
placed with manufacturers of durable goods. The liabilities of business
firms forced into failure reached a peak in February, then declined ir-
regularly. Meanwhile, money rates, which had been falling since June 1953,
continued to move downward. Credit became more readily available at
progressively cheaper rates. The terms of mortgage financing, which had
already been extensively liberalized by the fall of 1953, continued to ease
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during 1954, and a buoyant market developed for new mortgages. Akc;
the market for capital issues, especially for State and local govemnment

bonds, became i gly active and confid ) N N
The early recovery was most di ic in the 1 and o
spheres, but it was not confined to them.  After the turn of t‘}.le year, retat
sales began to increase, despite a sub ial drop of 5 :
credit. Exports rose above the preceding year’s level, desgxtc a drop of
imports. I ies of f: inued to decline, and sales
heref d to exceed producti But by the spring of 1954, the
decline in production had abated and the economy stabilized. The com-
bined output of f. ing and mining industries traced an even course

between March and August. ‘The gross national product, which 'acprasts
the dollar value of the Nation’s total output of goods and scrvices, was
virtually the same for the second and third quartess of the year as for the

first, 3: in Ttural d to fall; but
the rate of decline in empl dimi hed app. '. bl nndjt}xc avex:age
length of the workweek in facturing actually

The flow of total personal income, as well as of labor income, reached 2 low
point in April and then began to rise gradually.

M hile, i prep i especially of home builders, pro-
ceeded on an ding scale. Busi also inued their efforts
to win better control over inventories. These efforts met with success.
Around the turn of the year, the ratio of inventories to sales had ceased
rising in most lines of industry, The ratio for manufacturing as a whole,
which was 1.95 in Jznuary 1954, fell to 1.88 in May and to 1.85 in Septem-
ber. For retailers the ratio moved from 1.66 in January to 1.62 in May
and 1.58 in § b These i were largest in the case of
durable goods, which had felt the impact of contraction most keenly.
With inventories under better control, the gap between the orders received
by manufacturers and their current sales became progressively narrower,
while commodity prices at wholesale and retail changed very little on the
average. Wage rates continued fo move upward, but most adjustments
were of moderate proportions and some decreases occurred. In these cir-

the reti; of inal units of equif ductions of
overtime work, and other economies resulted in lower unit costs for many
businesses. By the late summer of 1954, a broad foundation had thus been
laid for industrial recovery.

The transition from contraction to recovery is an intricate economic
process, worked out over time, whose character is never disclosed by over-all
measures of economic activity. The virtual stability of the gross national
product over a good part of the past year concealed the fact that, after the
turn of the year, the number of declining industries in the area of manu.
f: ing progressively diminished. It also led the vital transforma-
tion that was taking place in the Nation's stream of expenditure, Betwecn
the first and third quarters of 1954, total Federal spending an goods and
services declined at an annual rate of 7 billion dollars. Meanwhile, other
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major of di that is, ding, private
domcsuc investment, forclgn investment, and State and local expenditures—
d, in the aggregate, at ly this rate.  Not enly that, but
each of these four broad classes o[ expcndnure expanded. Thus, while the
gross mational product stood still, the civilian part of the economy kept
movmg forward, enlarging its outlays, tahng up the slack caused by the
d decline of Federal di This adaptive power of the economy
dunng a dxfﬁcult penod of rcndjustmcm from war to peace supported and
d a wid, d feeling of d;
By the early autumn of 1954, the forces of recovery had gathered suiﬁ-
cient strength to lift total producti and pl despite a
drop of Federal spendi ‘Total ind 1 production began rising gently
in then gained as the virtual shutdown of auto-
mobile plants for model chang ended. Empl durabl
goods manufactures reached a trough in July, in durzble goods manufac-
tures in August, in nonagricultural establishments as a whole in the same
month. In early October unemployment fell below the 3 million mark for
the first time in 1954, By N \: had again
pushed the average length of the workweek in manufactunng above 40
hours. The recovery was largest in the steel, automobile, household
appliance, and textile industries. It was felt also in coal mining, railroad
freight movements, and a host of other activities. In the meantime, the
construction industry, which had stubbornly defied the recession, continued
to advance. The flow of personal incomes, reflecting all these improve-
ments, expanded at a more rapid rate. ‘Weekly earnings in manufacturing
reached a new record. Bank loans increased again and interest rates
stopped declini C dity markets dly kept steady, but rising
demand for industrial raw matenals pushed up !helr prices. Some tend-
ency to lengthen i loped, and the flow of orders
to manufacturers again exceeded their sales. When the year ended, the
traces of contraction had not yet been erased, but a general economic
recovery was in process.

1II. Way trE ConTRACTION PROVED Mun

The course of the recent fon raises & ions for
all students of public affairs, namely: Why did lhe economic setback of
1993-%% prove so mild on an over-ali basis? Why &8id onr 1otal national
output of goods and services decline no more than 4 percent? Why did not
the decline turn into the cumulative, spiraling depression that many feared
and sote expected? Why, to put a still more exacting question, did the
gross national product decline from an annual rate of about 370 billion
dollars in the second quarter of 1953 to 356 billion in the third quarter of
1954, or by 14 billion dollars in 2ll, when the primary contracting factors—
inventory spending and Federal spending—declined between them as much
as 24 billion dollars?
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‘These are difficult questions and they will doubtless engage the nnmuox}
of scientific investigators for a long time to come. Nevertheless, some 0l
the factars that contributed to the result are cfear cven today. Cansum:sd
not only maintaincd theic spending at a consistently high l.cvcl, !')ut redu §
their rate of saving during 1954,  Businessmen kept up their capital expen ;
itures at a high rate, increased the flow of dividends to stockholders, and
intensified their selling efforts, Builders and real estate developgrs steppet
up their operations. Trade unions conducted their affairs with an e
to basic conditions and with a sense of responsibility. Farmers and their
organizations recognized the danger of piling up ever larger sul‘plusfi
Commeseial banks and ether financial institutions made ample supplies
of credit available on liberal terms.  States and localities catried'out large
and expanding programs of school, hospital, and road canstruction. And
the continuing recovery of Western Europe helped to augment our exports
and to bolster the prices of i fonally traded raw fals,

Clearly, many people had a part in stemming the economic decline and
easing the readjustment from war to peace. The Federal Government
also contributed significantly to the process of recavery. It influenced the
economy in two principal ways, first, through the automatic workings of
the fiscal system, second, by deliberately pursuing monetary, tax, and ex-
penditure policies that inspired widespread confidence on the part of

people and thus helped them to act in ways that were economically
constructive.

IV. Rote or Feperar, GoveERNMENT

It is well vo recall that we have developed in our cotntry a fiscal system
that tends to cushion or offset a decline in private income. When employ-
ment and income decline, tax receipts decrease and certain expenditures,
such as k i P i increase,
These offsets cannot be counted on te prevent a depression, but they can
be of very material assistance, as recent experience indicates.

Between July 1953 and July 1954 total personal income detived from
production decreased at an annual rate of 4.4 billion doflars,  ¥n the mean-
time, unemployment insurance and other social security payments to the
public increased at a rate of 2.2 billion dollars, while tax payments by the
public—quite apart from the change in rates that became effective in Janu-
ary 1954—fell at the rate of another billion. These two factors alone served,
in very large part, to offset the over-all decline of pessonal income from pro-
duction, and their effects were augmented by the operations of the farm
price-support system.

The experience of corporations was similar to that of individuals. While
corporate income decreased at an annual rate of 7.4 billion dollass be-
tween the second quatter of 1853 and the sceond quarter of 1954, the tax
Hability of corporations was cut by 4.5 billion dallars nerely as 3 result of
the decline in income and quite apart from any change in the tax law.
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Once again, tk , our taxing his icall shioned the
lmpm:t of a declmmg income on the sums avmlablc to corporations for
paying dividends or adding to their assets.

The Government was not content, however, to play merely a passive
role in the economy. On the contrary, definite and deliberate steps were
taken to promote a stable prosperity. One of the earliest acts of the new
Administration, after taking office in January 1953, was to remove price
and wage controls, in order to restore the functions of competitive markets.
th a boom psychology exi mg at the time and unempluymcnt at a

W

o Somens af fdininm foach InfTatinn

tion in the quality of new credits, such as had often characterized the clos-
ing stages of economic booms in our history.

By May of 1953 it became clear that a policy of credit restraint had
already accomplished this purpose, and that its further continuance might
incite an anxious scramble for cash.  The Federal Reserve authorities there-
fore proceeded promptly to ease credit conditions, first, by expanding the
reserves of commercial banks, second, by reducing the rescrves that the
banks were required to hold against their deposits. In line with these
actions, the Treasury arranged its financing so as not to competc with
mortgages and other long-term issues, These steps were initiated before
the peak of business activity had been definitely passed.

Later, in September 1953, when it was not yet generally appreciated that
an economic decline had already begun and that the curtailment of defense
spending might carry it further, the Secretary of the Treasury announced
that the Administration, besides relinquishing the profits tax, would
not seek to postpone the reduction of the personal income tax, scheduled
for January 1, 1954. The cuts served to reduce taxes during the next six
‘months by 1.1 billion dollars, and it has been estimated that they will reduce
taxes from July 1954 to June 1955 by 4.7 billion dollars. Although the tax
reductions were partly offset by increases in social security contributions
that also became effective in January 1954, the net effect was to increase
substantially the money available to people for spending or investing.

In January 1954 the Economic Report of the Plemdent developed a com-
prehensive program to stimul P to hen the
floor of security for the individual, and to curb tend: toward cither
depression or inflation. The progeam called for structiural tax changes ta
encourage economic growth, in particular, for more liberal treatment of
depreciation allowances, for treating research and development outlays
as a current expense, for reducing the double taxation of dividends, and
for lengthening the period over which business losses could be carried back
in reckoning the income tax. The program called ako for tax adjustments
to ease personal hardships, an enlargement of the credit facilities for hous-
ing, the speeding of stura ck ion of the p ive scope of
old-age and i imp of the highway system,




systematic planning of public works, a realistic agricultural pohﬁ)';;fs 3;':
extension of the President's anthority to contro} the terms on whid et
Tederal Government would underwrite housing loans and mortgages- i
announcement in January of these legislative pmpos:ﬂs’, ne:‘\rly all of wl ”
were subsequently enacted by the Congress, helped to inspire confidence
the ic policies of Gov 3 .

In later months, additional steps wese taken by the Government ta stimu-
late the economy. Federat Reserve banks lowesed their rediscount rates
The reserves that member banks are required to hold in support of their
deposits were reduced once again, Excise taxes were cut, carrying a revenuce
loss of about 1 biltion dollars in the fiscal year 1955, in addition to the Joss
of 1.4 billion doftars as a result of enacting structural tax changes. Sem®
of our hard-pressed industries were aided~notably shipbuilding through
a new construction program, and zinc and lead mining as a result of 2
revised stockpiling program. The Executive Branch attended to its house-
keeping duties by expediting actions that involved the private economy,
as in the case of refunds of overpaid taxes, and by announcing promptly its
own commitments, as in the case of grants to the States for road building.
The Government also pted to assist localities suffering from pl
ment by channeling contracts to them as far as feasible, by boosting the

allowable rate of accelerated amortization on facilities needed for the

bili base, and by expanding the of the Area Development
Division of the Department of Commerce,

V. Errects o GovERNMENTAL Porrcies

“This, in broad outline, is the record of recent actions of the Federal Gov-
ermment to stimulate the economy, What gave them a special character
was their promptaess and the heavy reliance on monetary policies and tax
reductions,  The shift from credit restraint ta credit ease before an economic
decline had begun, the announcement of sizable tax reductions before it
was lly appreciated that an decline was actually under
way, the submission to the Congress of a comprehensive program for en-
couraging the growth of the economy through private enterprise~—these
early measures to build confidence were by far the most important. For
they strengthened confidence when it was most needed, and thereby rendered
unnecessary any later resprt to drastic governmental programs in an atmos-
phere of emergency,

The basic policy of the Government in dealing with the contraction was
to stimulate business firms, consumers, and States and localities to increase
their expenditures, rather than to expand existing Federal enterprises or
initiate new spending programs. ‘The success of this policy is cvident in
the present recovery. It is evident also in some of the unusual, and at first
blush puzzling, characteristics of the recent contraction—the steady jn-
crease of disposable personal income, the almost uninterrupted rise of

pending, the expansion of State and local improvements, the
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systematic planning of public works, a realistic agricultural pohcyg;d;’:
extension of the President’s authority to control the terms on w gt
Federal Government would underwrite housing loans and mongages. ot
announcement in January of these legislative pmposals: ne:my allof w e
were subsequently enacted by the Congress, helped to inspire confidenc
the economic policies of Government. )

In later months, additional steps were taken by the Go‘vemnacm fo stunw
fate the economy. Federal Reserve banks lowered their rediscount rates.
The reserves that member banks are required to hold in support of their
deposits were reduced once again.  Excise taxes were cut, carrying a Tevenue
loss of about 1 billion dollars in the fiscal year 1955, in addition ta the 10ss
of 1.4 billion dollacs as & result of enacting structural tax changes. Some

of our hard-y d industries were aided. tably shipbuilding throvgh
3 new construction program, and zinc and Jead mining as a result of 2
revised stockpili The ive Branch ded to jts house-

g P
keeping duties by expediting actions that involved the private ecopomy,

ment by channeling contracts to them as far as feasible, by boosting the

Howable rate of 2! d fon on facilities needed for the
bili: base, and by expanding the activities of the Arca Develoy
Divisien of the Department of Commerce.

V. Errects o GovernmentaL Policres

This, in broad outline, is the record of recent actions of the Federal Gov-
emment to stimulate the economy. What gave them a special character
was their promptness and the heavy reliance on monetary policies and tax

reductions.  The shift from eredit restraint to credit ease before an economic
decline had begun, the announcement of sizable tax reductions before it
was 1h iated that an

g y app decline was actually under
way, the submission to the Congress of a comprehensive program for en-

couraging the growth of the economy through private enterprise—these
early measures to build confidence were by far the most important. For
they strengthened coufidence when it was most needed, and thereby rendered
unnecessaty any later resort to drastic governmental programs in an atmos-
phere of emergeney.

The basic policy of the Government in dealing with the contraction was
to stimulate business firms, consumers, and States and localities to increase
their expenditures, rather than to expand existing Federal enterprises or
initiate sew spending programs. The success of this policy is evident in
the present recovery. It is evident also in some of the unusual, and at first
Vblush puzzling, characteristics of the recent contraction—the steady ine
crease of disposable personal income, the almost uninterrupted rise of *

pending, the expansion of State and Jocal improvements, the
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veloping in recent years, and the strength exhibited by our economy last
year has reinforced this trend.
A large and mcreasmg number of business managements have becomc

accustomed to thinking in ambiti long-range tertas. Exg g our
economy to grow and prosper, they do not permit minor variations in sales
to divert them from the objective of hening, or at least maintaini

their competitive position five or ten years later. Hence they boldly allot
large sums to research, plan capital expenditures well beyond immediate
needs, launch extensive investment projects, and even judge one another
by these yardsticks no less than by profit-and-loss statements.

The economic horizons of consumers are also widening. One of the
marvels of our generation has been the growth of consumer capital—mod-
ern homes, automobiles, radios, tclevision sets, washing machines, air condi-
tioning units, electric dryers, food freezers, and so on in an ever longer list.
Perhaps at no time in the past has the desire for material improvement
played so large a role in the economy as it does today. Consumers continue
to visit bargain basements but Lhur preferences run strongly toward the
latest i newest es, and ium grades. And if
people are na Jonger timid about borrowing to expand their current spend-
ing, they are also willing to work hard to acquire the incomes needed to
live as they feel they should.

‘TaBE 4.~—Output of some rapdly growing consumer commodities and services

Commodity or service Unlt 1940 1048 1953 19541
coumopiry
- H 1,045 1,230
- i Iy 437 1,68 1,730
) 675 FE) 1,050
) 58 02 737 b
, o €0 | 1,000 975
. . 4l o163l 3500 3,800
. W . b ) Ces| une
. 264 420 852 800
. 320 08 | 1,203 1,320
.o 900 | 1,650 | 3,500 3,850
T ) 550 b 2,134 230
o @ @ nm| nam
. . i ws | Cms| s
r ot . [ &1 2540 { 3002 3075
Cleaning and dyelng 100 302 360 367
Repalrs, hot mnu dnn 100 328 913 1,179
‘Revenue passenger- ¥ [ 18 17
1 Prellmlnary.
# Production Was relatively small,

Source: Department of Commerce, based on data from various private &nd Government sovrees.
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and the money supply increased [urthcr——csP"d'fny mn the seu;z:? :,?;i

the year. Had it not been for the increased avadat_)dl‘Y of cre and Yocad

casing of terms, the fast pace of residential, commecial, and State he st

comesmirtion which did so much to stabilize the econory during .
. T T

N

markets or general cconomic activity. £ socent
It is well to recognize, however, that the reasons for lhe_ success of rec .
policies are not o be found in them alone. Tax reductions, however 3."'
tractive they may scem when the is declining, will ot n
Iead to an increase of spending or investing, Basfer credit conditions, larger
bank reserves, even a Jarger moncy supply will not necessarily put new moncy
to work in industry, Management of the public debt so as to m‘O!d com-
petition with mortgages and other capital issucs will not necessatily 1:00‘535‘
private capital formation.  If such policies are to be of material help in stem-
wing a contraction, there must be a pervasive feeling of confidence on the
part of people. The effecti of a particular policy, wh be its
sphere or expression, is conditioned by the mood of the time, and this is
bound to reflect people’s attitudes toward governmental policies at Jarge.
It is ot merely the intrinsic merit of the individual policies that were pur-
sued, but also the fact that each was part of a cohesive program for strengthe
ening the confidence of people in their awn and their country's economic
future, that accounts for our recent success in cuching cconomic contraction.

VI. Lessons From ExPERmence anp Gumes 10 Te Fotvre

In the course of our latest encounter with the business cycle we have
learned or relearned several lossons. First, that wise and early action
by Gaverngent can stave off serious difficultics later. Second, that con-
traction may be stopped in its tracks even when governmental expenditures
and budget deficits are dectining, provided effective means are tzken for
building confid Third, that y policy can be a powerful instru-
ment of economic recovery, sa long as the confidence of consumers and
businessmen in the future remains high.  Fourth, that automatic stabilizers,
such as unemployment insurance and a tax systera that js elastic with respect
to the national income, can be of material aid in moderating cyclical fluctu-
ations.  Fifth, that 2 minor contraction in this country need not produce a
severe depression abroad.  Sixth, that an expanding world economy can

{acilitate our own readj These teachings of experi should
serve us well in the years ahead, though we must always be alert to the special
needs of every new situation,

As our minds tumn from the past to the future, the basic fact to keep before
us is that, while the groundwork for the recent recovery was laid by the
Government, the recovery itself was brought about by the American people.
A mood of confidence about the economic future has been gradually de-
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events should not bear out current expectations. Over coming weeks or
¥ months we should, however, be careful not to confusc seasonal fluctuations
% in empl or spcual 1 ions of i dustries or markets
* with over-all economic trends. It will prove helpful to keep in mind that
! a business recovery never retraces the precisc path of the preceding con-
traction, and that this divergence is apt to be sharpest in postwar move-
ments. The prosperity that some industries and localities attained during
the Korean conflict, and which they have now lost, will not be regained
quickly in all instances. Here and there the process of readjusting to
reduced markets may be prolonged, although it will be greatly eased as
general economic expansion continues.

We must also ber that, just as H ion resolves old
* problems, 50 it often brings new ones in its train. Hxstory tells us that
i industrial disputes have usually been more frequent in periods of expansion
1 than in periods of ion, and that industrial disputes imes have
" serious economic repercussions. History also warns us that activities which
! involve the discounting of a long future, as in the case of home purchases
' or the pricing of mrporate shares, may be carried to excess in the course

- of a business exp Fo ly, when speculative trends dcvelop,
they usually become self-corrective before they become excessive. It is
highly desirable that i , testing the d: of various

parts of the economy, be scattered over a period of time rather than culmi.
nate at the same time. As the recent increase of stock margin require-
ments by the Federal Reserve Board has demonstrated, the Government
is mindful of its great responsibility to help assure balanced economic
growth. It is essential to keep a close watch on financial developments.
Continued economic recavery must not be jeopardized by overemphasis of
speculative activity.
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recovery now under way is powerfully supported byﬁx:d:c/iv ziy e
conomic growth, While only of very rccent date, R
S o decline that had .
spread and has already made up half of the decline s ety
industrial production. The rate of inventory hqtfxdf“m e eenofts -
and we ate soon likely to expericnce some rebuilding ¢ zhm S tvo.
projected decline of Federal spending is less than in tue ¥
State and local expendi will probabl u ‘05}; T
than offset any further decline that may occur IRt Fe' e
"The recent increase of housing starts and the rush of ?pp?lwu{:; bt
agencies for gage i or g promise that .
will continue to mount for some time. 'The recent high fevel o et
building contracts is practically sure to mean a high Yevel of TXpe! ot
this type ¢ © 7= 1= ntien ayer ppmine manthe  The prospects Imy: .

e’
factors are peculiarly favorable to ic progress. Henee U

equipmer .
CHINETY, vo iy e engy <o ey

likely to accompany continued recovery, give a basis for expecting "',

broad category of expenditure will soan join, though perhaps only de‘S_“
at the stast, the general economic advance.

Inview of the resuxg:.ncco ”
economy of Western Europe and the reduction of restrictions agaiost do

trade, it seems likely that our exports will continue to increasc:
spirited behavior of retail sales in recent months has borne out earlier &

veys of itud Further expansion of c pending M3
be d as ic recovery I
Beyond these indications of i di;

or short-run is the fad
that new finns are being established at an increasing rate, and that the

offices of aschitects are reported to be bursting with plans for new homes,
schools, and all sorts of commercial and industrial projects,  Still further it
the future, but already a factor in business thinking, is a new natfonay high
way system, which will create great economic opportunity in many direc-
tions, and of which something will be said later in this Report.

In the course of the current year, the ic situation may therefc
be expected to continue to improve. The grose national preduct increased
{from an apnual rate of about 355 billion dollars in the third quarter of 1954
to about 360 billion dollars in the fourth quarter.  With economic activity
continuing to expand, it is reasonablc to expect that the Nation’s output
within the coming year will approxi the goals of employ-

ment, production, and purchasing power” envisaged by the Empl,
Act. At this junctuse of our economic life, when confidence is running
especially high, it is well, however, to keep in mind the sobering fact
that there s no way of lifting more than a corner of the veil that separates
the present from the future. How long the current phase of expansion will
inue before new s ! trouble or a cyclical reversal of business
occurs, or how far the expansion will carry, it is impossible to say with great
The inty o ic predictions requires that the

Federal Government be prepared to adjust its policies promptly if economic
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CHART 7

GOVERNMENT PURCHASES OF GOODS AND SERVICES
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CHART 5

GROSS NATIONAL PRODUCT
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CHART 7

GOVERNMENT PURCHASES OF GOODS AND SERVICES
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CHART &

GROSS NATIONAL PRODUCT
FINAL PURCHASES AND INVENTORY CHANGE
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CHART 9
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CHART 10

EMPLOYMENT AND UNEMPLOYMENT
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CHARY 11

HOURS AND EMPLOYMENT
IN MANUFACTURING
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CHART 12
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CHART 13

CONSTRUCTION EXPENDITURES
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CHART 14

CONSUMER INCOME AND EXPENDITURES
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CHART 15

CONSUMER EXPENDITURES
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CHART 15

MANUFACTURERS' INVENTORIES AND SALES
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CHART 17

MANUFACTURERS' SALES AND NEW ORDERS
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CHART 18

WHOLESALE INVENTORIES AND SALES
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CHARY 19

RETAIL INVENTORES AND SALES
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CHART 20

AVERAGE HOURS AND EARNINGS
IN MANUFACTURING
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CHARY 2%

CORPORATE PROFITS BEFORE AND AFTER TAXES
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CHART 23
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CHART 25

WHOLESALE PRICES
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CHART 27
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CHART 2B

BANK LOANS AND INVESTMENTS
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CHART 30

MONEY RATES AND BOND YIELDS
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CHART 32

INDICATORS OF INVESTMENT PREPARATIONS
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CHART 33

HOUSING STARTS AND FINANCING APPLICATIONS
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Chapter 3

55
Program for Sustained Economic Progré

clests
AS THE PRECEDING CHAPTER of this Report haa :;ﬁ‘d oy
the mild recession of Jast year was arrested and a newW P i the
nomic expansion got under way before the year closed.  The vige At
Tetent tecavery, taken in cond with the & t and expes e
plans already set in mation, suggests that econamic expansion will O i
during caming months. It holds out the promise that we | shalt ?Azm
high and isf2 fevel of pl and prod within
owrrent year.  Of course, this outcome of current tcndenr_m is not—2’ o
cannat he—assured, and the Government must remain ready to deal Wi

any setback that might d:vt:lop In vnew, howcvcr, of the likelihood that
our econamy is now und i

the wise course for G

of some strcng"h’
t wuuld beto this year on batie
peolicies for fostering longactm cconomic growth. We should direct ous
program for 1953 principally to this purpose, rather than seek to irepart
an immediate upward thrust to general economic activity,

The release of the Nauun s powers of growth c:m be mded by legistation
that will je ties with
other counteies, xm{or:c personal security, and pmvadc needed public im-

Such a prog for long: gmwthu P d in this

As we procced we must, however, keep in mind the historical
{act that growth has generally been attained by spurts of activity, followed
by pauses or setbacks. Actions to build confidence always carry the risk
of g fid and sub reaction. Our economic polie
cles must therefore be deugncd not merely to foster growth, but to fostes a
rate of growth that can be ined. The program of actions ded
in this Report will advance us toward this goal.

nhayter«

L. Prouormve Tian Semr o ENTERFRISE

Fiscal Policies for Economic Expansion

In accordance with the responsibilities of the Federal Government under
the Employment Act “to use all practicable weans . , ., to promote maxi-
mum employment, production, and purchasing power,* Federal expenditure
and tax policies should be shaped to serve the needs of an expanding
economy,

Budget policies can help to promote the objective of maximum production
by wisely al!ozaung n:sourr,cs, first, between private and public uses, second,
among various g A careful budgeting of public
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funds is an ind bl d against undue gance or

parsimony on the part of the Government. The budget should impose a
strict discipline upon all public expenditures. At the same time, it should
provide adequately for the Nation’s defense and other urgent needs. It
must also be used to promote stable economic growth. Properly coordinated

with other a of expendi or increast in taxes can
restrain inflationary tendencies, just as a red of taxes or increase in
expenditure can at times be an effective check on recessionary forces.  There
will, therefore, be ions when the G 73 are out of

balance in one direction or the other,

During the past two years, Federal expenditures were sharply reduced and,
although taxes were also cut, substantial progress was made toward bringing
the budget close to balance on a cash basis. The cuts in expenditures that
followed the ending of the Korean conflict released resources for use by the
private sector of the economy. ‘Tax reductions spurred their reabsorption
by strengthening private demand for goods and services during this period
of readjustment. Last year's tax reductions amounted to a total of 7.4
billion dollars on a full-year basis; this was offset by a 1.3 billion dollar
increase in social security contributions, making a net saving of 6.1 billion
dollars. This lowering of taxes and the recently enacted reforms in the
tax structure, by reducing barriers to ic growth, are heni
the expansionary forces of the economy.

Since our economy is currently operating at rather high levels and a re-
covery from the mild decline of last year is well under way, we should strive
this year to bring Federal cash receipts and cash expenditures into balance.
With huge expenditures for our national security continuing, the financial
requirements of the Government will not permit reductions this year from
present tax rates. Prudence requires that the lowering of the corporate
income tax and of excises, scheduled for April 1, 1955, be postponed.

It should, nevertheless, be recognized that present taxes are still a heavy
burden. Lower taxes would tend to encourage work, promote more effi-
cient business practices, and create more jobs through new investments.
Fortunately, with our economy continuing to expand, we can look forward

to larger Federal revenues from existing tax rates. 'This, together with
further economies in expenditure, should make possible next year another
step in the reduction of taxes. Congress might then consider enacting a
general, though modest, reduction in taxes and, at the same time, continue
the program which was begun last year of reducing barriers to the free flow .
of funds into risk-taking and job-creating investments. X

While no changes in taxation are now recommended, except on business
income from foreign sources which will be discussed Iater, there is a need
for greater flexibility in the management of Federal finances, and this re-
quires an increase in the present statutory debt limit. During the past two
years, the Treasury has heen obliged to manage the Government's ﬁnax:n:es

under the sevete handicap of a debt limit which frequently was very little
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ngress
higher than the outstanding debt.  In A\lg\lf‘ 1954, the ?;Ygﬁw
the 275 billion dolla debt Tinit by permitdng & CEENTL 1o,
bitlion dotlars ta cover seasonal needs. ‘This Encrease wil upm 975 hillim
when the outstanding debt is expeeted to be dos:i: ot the Sl
dollars.  Since the anticipated balance in the 'cnsh b“dg + of 24 bili
year 1956 will involve a deficit in the conventienal budget i i
dollars, it is clear that the debt limit will have o be f?,scgh'e eSS
crease should be large enough to provide the Treasury wit wstory 084
latitude to do its job. It would be imprudent to set a NewW e i Bl
firmit which left virtaally no margin for unpredictable ﬂuctuatmr;&ssm "
cral seceipts and expenditures. A higher limit will in no way 1657,
istent efforts of the Administration to reduce ditares furtheh

¥ P pp
it will enable the Treasuy to discharge its Baancial responsibifities 2
effectively,

Assisting New and Small Businesses .
A public policy to the of a free soust 25987

= high place to measures that keep the doors to opportunity open for nﬂf’
and small enterprises. Qur economy is strong and progressive because it
contains, in addition 10 its five million farm enterprises, four willion inde
pendent centers of business decisi fally free to experiment
with new ideas, new mes, new methods, and now products, Many of b
Tevisions which were made in the tax laws last year were intended to mee
the special preblems that econf smaller in their g
finance expansion and preserve their independence.  These revisions shouk
help to create the kind of environment in which small business can flourish,
The G hasa ihility to in easy entry into trade and
industry, to check monopely, and to preserve a competitive eavirenmen?,
Al efficiently managed businesses benefit from such policies—new and
small fims most of all. Recognizing this fact, the Attorney General ap-
pointed a National C to Study the Antitrust Laws, posed of
distinguished ritizens and legal experts, to recommend improvements in the
substance and administration of our Federal laws to promete competition

and prevent monopoly.  Even prior to the submission of the report of this
Committee, it would be well to i

%

the & to violation of
the Sherman Antitrust Act by raising substantially the maximum fine that
may be imposed under the Act.

The Congress established in 1953 a program for helping business con-
cerns of small size to obtajin access to adequate financing, to a fair share
of government g and to D counsel on man.
duction, and marketi bl This program hay made
2 useful contribution to the strength of small concerns. It should, accord.
ingly, be continued. Further, the Jending authority for the program, which
is now almost fully committed, should be enlarged so that loans may eos.

tinue to be made to small concerns that cannot obtain adequate financing
on reasonable terms,
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Improving the Basis of Technology

BoLh the formation of new firms and innovations by cxlstmg firms are
d by research, develop work, and exp Qut of
these activities—carried on in the laboratories of universities, research
institutcs, governmental agencies, and business firms—come the products,
methods, and materials which afford new entrepreneurial opportunitics
and help to improve the quality of living. Recognizing the fundamental
importance of research and development work, the tax laws were revised
last year to permit outlays for research to be treated as current expenses.
Tt may be expected that private expenditures for research, which are already
very large, will continue to grow. The Federal Government itself plans to
spend more on scientific research and devel during the coming fiscal
year than at any time in the past.

Since technological progress depends on scientific inquiries and human
inventiveness, rapid growth cannot be expected unless the knowledge and
skills of our people arc properly developed for these tasks. A shortage of
scientifically trained young men and women, especially those competent in
the physical sciences and in engincering, exists at present.  Unless steps are
taken to relieve this shortage, it may seriously limit the growth of research
activities and retard their industrial applications. To deal with the prob-
lem, the Congress should expand Federal programs for fellowships, research,
teacher training, and related activities.

In due course, additional measures must be taken. Some shortages of
trained personnel will be remedied by the passage of time, but the national
welfare requires special action to help relicve the classroom shortage that
now exists in our schools and to help augment the supply of certain skills.
Seme recommendations bearing on schools, so vital to our country’s future,
appear on pages 63-65. This subject will be treated in a forthcoming
special message to the Congress.

1L StrENGTHENING Economic Tres Wiret Otner COUNTRIES

The foreign economic policics of the United States can be a powerul
instrument for strengthening the security of our Nation and the Free
World. The nations of the Free World are economically interdependent,
and no one of them can afford to act upon a narrow view of its own in-
terests or with primary regard to the special interests of any particular
industry or group. Now, more than ever, our own permanent interests
of national security and the general welfare must take precedence over
all other considerations.

It is to the advantage of each nation to attend to the barriers that
have caused ii trade and I to lag behind the growth
in production and incomes. Our own interest clearly calls for a policy
that will in time extend into the international field those principles of com-
petitive enterprise which have brought our people great prosperity with
freedom. Against the C ist ideology of the ip State, own-
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- nomie activity B
ing all means of production and daminating m;&m private propSTh
Usited States holds forth the ideals of per\m\r;(z;1 f{,f, o bt in 10
individual enterprise, and open maskets ; w1
in the long run, other countries are far mors fikely “"hﬁ zn-}cmmin
ideals if we take the steps within our power u;{ :na;ur:f: srade asd

1o & ia1 ic § ence, O Wold

ment policics affect qur ability to increase the sofidarity of QCX;FM son 08

This broad vision, which pervaded the studies of the nthme Congres
Foreign Economic Policy, now guides the rccommendﬂt‘mﬂ}o et an
to act 50 as to clear the channels of trade, to foster forsign m"‘f‘m il st
to provide technical aid to undesdeveloped nations. Such acuo!}; help &
only help 1o increase world production and srade; they also Wt
assure 3 rising standard of living for our own people.

Freeing the Channels of Trade

The Free World haz saught to reduce restrictions on trade th!""’gh e
General Agreement on Tariffs and Trade, currently being wﬂeg"“awd b
the governments adhexing to it. Becauss this Agreement is one of dmi
means by which the United States hag sought to carry out the purpeses @
the Trade Agreements Act, the current iations are of great imp =
tous. When the new Agrecment on Tariffs and Trade has been satisfac

tosily concluded, it will be submitted to the Congress for its approval.

Tt is of the utimost importance that we continme the gradual and selective
revision of our tariffs through the tested method of international negosia-
tion. A three-year ion of the Trade A Act has thereft
been ded, with & 10 emRp the President as follows:
First, to vecduce present tasiff rates on individual commodities by as mouch as
§ percent per year in each of the three years of the new Act; second, to
reduce tariff rates in greater degree in the case of products now imported
in negligible vohunc; third, to reduce to 50 percent any rate in excess of that
Jevel. The present escape and pesil point provisions of the Act should,
however, be continued in order ta avoid or mitigate any undue hardships
that might develop under the of ion of the proposed 1

Our custorss procedures often impose unnecessary and unintended

‘burdens on trade by causing disputes and delays.  Progress has recently been
made toward efficient customs administration, but good business practice
requires that more be done.  An interim report by the Tariff Commission
an means of simplifying the dity definitions and rate of
present tariff Jaws iy expected shortly and will deserve serious study. In
addition, Congress should establish standards Sor the valuation of imported
goode that are simple, clear, and logical in their application.

Finally, it is recommended that Congress increase the duty-free allow-
ance of foreign goods brought home by our tourists during any six-month
period.  1n addition to its economic effects, this encouragement to Amer-

can tourism should pay large dividends in improved relationy with other
cauntries,
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Fostering Foreign Investment

We can strengthen our own economy and that of the Free World by
increasing the flow of capital to nations that arc able to use it productively

for their develop The ion of foreign i would speed
the gmwth in fomgn countns of industries whose output is needed to meet
our awn of raw fals and other prod By

augmenting our cxpcr(s, it would hclp to maintain pmspcnty at home,
Above all, it would provide a convincing demonstration of our desire for
economic partnership with countries seeking to improve their economies.

A great chall:ngc of our umx: is to find constructive ways of aiding the
ies in different parts of the world.
‘The complexity of the tzsk is d by the factors that are often present
in these places—heavy concentration of people on limited land, meager
educational facxlmes, great deficiencies of domestic capital, lack of manage-

ment p ded transp i systems, low output of electrical
power, and inadeq public admini Such ies can use
assistance from us and from others, so that they may build a solid foundation
for their social institutions and realize the opp ities open to free peoples.

To an increasing degree our aid has taken the form of technical assistance,
under which our technicians work with other peoples to help improve their
production, their educational methods, and their health.  Aid in the form
of commodities and services is also being extended to those foreign countries
whose economic strength cannot be built up rapidly enough, in view of the
security requircments of the Free World, by the normal processes of trade
and investment.

The prograrn of technical and other assi to ically under-
ies should be hened. Even more important, in

the long run, is an expandcd flow of private international investment.
‘We should 4 in all ies whose desire to speed

their economic development has led them to create a hospitable climate
for business investment, An inflow of private American capital can serve
as a catalytic agent in many places—mcreasmg production and incomes,
permitting greater consumption and local saving, which in turn would
expand local investment, and so on in a widening circle. Although the
Export-tmport Bank is expected to expand its lending program, the Federal
Government can help also in other ways to raise the level of our foreign
investment.

ded by the C ission on Foreign Economic Policy, the

tax rate on corporate income from all foreign sources should be reduced
by 14 percentage points, making it equal to the rate already applicable to
Western Hemisphere trade corporations. Our law now requires that in-
come from foreign sources be taxed in the United States to the extent that
it is not taxed abroad, This has two consequences. First, American firms
domg busmess in a foreign country with low tax rates operate under a tax
ison both with d tic firms of that country and

with firms of mhcr nations that levy low taxes on foreign income. Second,
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. favorable
countries desiring to attract Argerican capital cannot YCW V-Ic:{‘::s:m enEour
tax rates as an ncentive. Indecd, our present tax p“’hf}: e )
age a country in which American capital hav =
inerense its taxes o bt ' '

.

t
et
© | enwet 10 further investment abroad; ::::l
| rsssabie f0réign countsies ta use favorable tax rates as 3 M
attracting American capital, suted
Ameri%'.m corporations with foreign branches should also be PCZ" oty
ta defer the ta on branch income until it is withdrawn from the &2 .
in which it was carned.  This will end the present unreasonable dzsCi““;“‘:d
tlon between operath ducted through hes and those han
throvgh foreign yobsidiaries, with
We should supplement these tax changes by continuing to CJSPI‘“C .
other countrics the use of the tax trepty as a methad of fostering @ e
favorable climate for international investment. Under proper safeguaf
wetheld be prepared to give full eredit for income taxes that are waived b_Y
a foreign tountry for a specified initial perjod, just as we now grant credit
for taxes that ave imposed. This change would give maximum effect 0
the laws of other countries designed to encourage pew enterprise.
Another measure to spur {oreign investment s io establish an Tntern.
tional Fin:
R

ance Corperation as an affiliate of the Intemnational Bank for
tion and Devel

1

This Corporation would recejve its
capital from countries now participating in the IBRD. Unlike the IBRD,
it would be permitied to invest, without any governmental guaranty, in
pew private enterprises needing capital.  As now conceived, the Cor-
poration would assume an interest in & new enterprise only to get it started,
pot for a lagg term of years. Nor would it pasticipate in the management
of the enterprises it helped to initiate. By providing on a business basis
the margin of capitsl needed to attract other funds, the Corporation would
belp to expand private investment abroad. Tts international chasacter
and prestige would probably aid local citizens in bringing about a favorable
investment climate in their counteies. In view of the great promise of the
proposed Corporation, the Congress will be requested 10 authorize at the
proper time 3 contribution by the United States to jts capital.

Taken together, these proposals to aug he § ! movemeat
of goods and investment funds will have a salutary influence on our economy.
‘They will increase the efficicncy of use of our own resources, they will
diversify and entarge the amouns of goods and services available to American
consumers, and they will expand foreign markets for our products,

111 Buieowve tue Froor or Personas Ano Fammy Szcummy

Significant steps were taken by the Government last year to help indi-

vidualsand fawsilies make better p for theite ty. The American
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p:oplu should continue on this path, firm in the convxcuon that only when
minimum human needs are provided in case of
or xcuxtmem, and the opponumty exists for a dccent home in a sound
ighborh will the individual make his greatest contribution to
economic growth. Many of the measures to advance this objective,
including those to improve tht: Nation’ s hcahh are being presented in detail
in other ges.  The f i is confined to the larger
economic measures,

Mecting the Hazard of Unemployment

The Federal-State U: l I System has proved its
value as 4 first line of defense against economic recession. During the six
months from April through September of 1954, benefit payments were 1.1
billion dollars, compared with 0.4 billion dollars in the corresponding
months of 1953, These benefits, paid to workers as a matter of right under
established law, enabled many families to live without exhausung their
savings and hdpcd make possible d-breaki
despite a fall in employment. Legislation passed in 1954 will grcady im-
prove the workings of our unemployment insurance system in the future.
Nevertheless, further revisions are desirable both to meet the needs of the
economy and to meet the needs of the unemployed

The coverage of the Federal g Taws was
last year to include Federal civilian employees and the employees of many
small businesses, It is hoped that the States will soon act to include under
the system the 4.4 million employees of State and local governments not
now covered. Government ought not to deny its own employees the protec-
tlon it requires the privatc employer to provide for his, In addition, the
States that have not already done so should consider taking steps to extend
unemployment insurance to those who work for firms employing fewer than
four persons. These workers need protection against unemployment no less
than the employees of larger firms.

From the standpoint of the unemployed worker, weekly benefits should
be sufficiently high to provide the basic necessities. From the standpoint
of the cconomy, benefits should be sufficient to enable the \mcmplayed to
maintain a substantial part of their customary expenditures, thereby mini-
mizing the spread of unemployment. The general level of bcn:ﬁts is now
too low for either of these purp Qur cheml Stat

Ted

- o .
cent in 1938 to 34 percent currently, and in several States below 30 percent.
In many Stal:; a great majority of all beneficiaries receive the same w:ekly

gardless of the diffe in their earnings.
Thxs loss of a clear relation between benefits and a worker’s usual eamings
or his customary living standard is inconsistent with the incentives of a free
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eir Taws so hat
economy. It is highly desirable that t.hf? Sta“?i C%i‘:%; rtgaymcn“ that 2t
the great majority of covered woﬂfers will be elig!
‘m';;x:q“?‘ — imir regu{ar mont o depends also gt-‘;h ;ﬁﬁ
which benefits are paid. In the first eleven momhsdoé_lg on. Tty
of persons wha exhausted their benefit rights reache d;n months. ¥
dhe number jumped to 1,610,000 during the comesponcith P e
few States is the potential duration of benefits naw as mu £ benehts W
for all beneficiaries. An increase in the usual duration O furston
peialy sy duin cconomic eceon, when the VS WL
of unemployment as well a3 its amount increases. For this Teason, pesen
ate urged to lengthen the term of benefits to 26 weeks for every Its
who qualifies for any benefit and who remains unemployed that fong.
recognized that an increase in the term and the level of benefits m2/ o
for a re-examination by the States, and in some jinstances a Dghf“f‘mg’ e
the test of attachment to the labor force and of other legal or adminfstra®
safeguards against abuse.

The District of Columbia should have an unemployment insurancé h::

for the maximum period. This weakness should be died by providint
26 weeks of benefits for all persons who qualify and who remain unem

ployed that long. The disqualification provisions of 1ast year’s law shoul-
also be reviewed.

The Federal-State Employment Service has an important part to play
in reducing unemployment. While the Employment Service cannot create
jobs, it can help fill vacant jobs quickly and well.  As recommended in the
Budget Message, the system should be strengthened to meet this need and to
assure the best use of scarce manpower in any future national emergency.
Some employers and workers fail to use the Employment Service because
they do not realize its value. They should acquaint the Service with their
problems, since the more it is used the better will it function.

Last year, although the economy as a whole was prosperous, some com~
wmunitics suffered from sizable unemployment. Their fortunes turned for
the better when recovery got under way in the early fall, and most of

them will regain prosperity as

In some
P
places, however, unemployment stems from special causes, such as a lasting

drop in the demand for their wares, an exodus of industry to new loca-
tions, or a vanishing supply of some material basic to the local economy.
Such “structural® or “spot” unemployment may remain even when the
Nations economy practically reaches full employment. The Federal Gov-
ernment should be willing to assist depressed communities to develop work-
able sol of their probl A dingly, the Area Development
Prog of the Dep of Ce , which can be so helpful iz

revitalizing a communitys industry and trade, should be further strength-
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ened. For the time being, at least, it is alsa desirable to continue the policy
of granting special tax amortization bencfits for new defense facilities located
in surplus labor areas and of placing government contracts as far as feasible
in these areas.

It would be well to recognize, however, that these programs can make
only a limited contribution to relieving “spot” uncraployment, and that
a large part of the adjustment of depressed areas to new economic con-
ditions both can and should be carried out by the local citizens themselves.
The Federal Government can make its most effective contribution to their
needs as well as those of others by steadfastly pursuing monetary, tax,
expenditure, debt management, and general housekeeping policies that
promise a high and stable level of employment in the Nation at large,

Extending Economic Security in Relirement

Provision of a decent minimum income after retirement is a central
clement in a program for personal security. The Government acted last
year to mcr:ase both the coverage and the benefits of Federal Old-Age and

To i the progress toward comprehensive
coverage, it is recomumended that the Congress extend coverage on a perma-
nent and full contributory basis to Federal personnel.

The major responsibility for security in old age rests, of course, upon
the individual himself, and is discharged through personal saving, insur-
ance, and investments of various kinds. In addition, private pension plans
have rqultiplied during recent years, under the encouragement of our tax
laws. More than 12 million employees of business enterprises are now
covered by pension plans, under which it is estimated that about 3 billion
dollars per year is currently bcmg ibuted by empl and empl
Private plans for retirement income appear to be h)ghly desu-able, but a
number of questions merit further study by the Congress and the Executive
Branch. For example, how do such plans affect the mobility of employees
and the willingness of employers to hire older workers? How can, or
should, these plans be fitted together with Federal Old-Age and Survivors
Insurance into an integrated program for retirement income? What are
the effects of pension plans upon the spending and saving habits of people?
‘What infl does the i of funds bled through these plans
have upon our financial markets and the supply of venture capital?

Augmenting Low Incomes

A small and shrinking, but still signil number of American families
have cash incomes under $1,000 per family. By current standards, most
of them must be considered poverty-stricken. These families are not con-
centrated in urban centers. ‘They live chiefly on small farms or in rural
areas and villages, mainly in the Southern States. Raising the incomes of
this group should be one of our continuing objectives.

‘The causes of low incomes are compl:x they mdude lack of cducanon
or skill, poor health, old age, or prol must
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past year by the National Agriculural Adviscry Comrision 5;;}
interaguncy task fosce of the Councll of Ecomomic Advins
this problemn aze continuing. . e S

Under our system of free Labor markets and free collective w;ﬁ“‘»fw‘
wages of a preponderast mjcﬁtyo{wr}axu:ddami:dfl‘dz“;d;
Zosemment intervention. Minimum wage laws do not ezl with &5 £ s
rmental causes of low incomes or povesty. However, minimum w5~
can asist the comparatively small number of workers who are 3 the 5557
of competitive labor markets, The minimum wage under Federal 1243
now 75 cents an hour, a figure that became effective carly in 1950 Stact
then the cost of living and avesage hourly earnings have risen, provicics
reason for an increase in the minimum wage when, as at present, the 660
nomic outlook is favorable. An increase to 0 cents an bour would B¢
appropriate and consistent with over-all economic considerations at 53
time. 1t is recommended that the Congress increase the minimum wagt
10 90 cents an hour.

Such action would increase the wages of about 1.3 milfion workess by an
average of about 9 cents an hour.  In addition, some workers now earning
waore than 90 cents an hour would probably receive wage increases to pre~
serve y diff ials. Although these i would add appre-
£iably to the costs of certain industries, notably in the South, the general

expansion of economie activity now under way should increase the demand
for their products and lead to economies of operation, besides those stimu-
lated by the higher mini. thus enabling theswe indi W abgorh 2
part or all of the wage increase. Nevertheless, 90 cents an hour i the
highest minimum wage that can be economically justified in present ciroum:
stances. A higher minimum might well cause Jower production and sub-
stantial pl in several industrics, and~whether directly or in-
directly—~it would probably bring generally higher prices in its wake.
Such effects would make the gains of covered workers illusory, and they
would lower the standard of living of uncavered Jow.wage workers.

‘The coverage of the minimum wage it no less important than its amount.
Only about 24 million of the 44 million employees of private firms are now
subject to the Federal minimum wage, an additional 3% million being
covered by the lawt of 20 States.  Asstated in Iast year's Economic Report:
*“Neither the Federal nor the State laws now include the lowest-paid
workers” It would be well for both the Cangress and the States to con-
sider the question of bringing substantial bers of worker, now
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luded from the § ion of a mini) wage, under its coverage. To
ease the process of adjustment, a gradual approach to this problem will

~need tobe developed.

: Protecting Workers Savings

A significant financial development of recent years has been the rapid
spread of the credit union. These cooperative agencies provide a means by
which members—primarily employees of the same firm or members of the
same fraternal or similar association—can invest their savings in an institu-
tion under their own management and from which they can, when the
occasion arises, borrow money for personal needs. In December 1953
there were about 13,700 credit unions in operation—7,100 with State and
6,600 with Federal charters—having a membership of nearly 6,650,000
persons and assets close to 2 billion dollars. For the most part, credit
unions hold savings lated by individuals of small or mod meaus,
and which represent for them a first line of defense against economic

It is desirable, thercfore, that Congress consider measures for
protecting these savings.

Among other measures, the Congrss might well consider the merits of
ccount i An i system could be self-supporting,
with membership mandatory for Federally chartered unions and voluntary
for those having State charters.  If such a system were established, it would
be essential to maintain adequate safeguards for the insuring agency, such
as a limit on msumblc accounts, ample reserves, proper standards of
dmission, and th i In any event, it would be well to
review the regulatmns that now govern the lending and credit manage-

ment practices of credit unions.

Investments in the shares of credit unjons represent, of course, only a
small part of the savings of workers. Far larger in total amount are the
savings that go into bank deposits, Jife insurance, Federal savings bonds,
shares in savings and loan associations, and pension funds. The integrity
of all these savings depends not only upon the soundness of the institutions

h

m.ﬂanon of pnces tomormw

Improving Homes and Neighborhoods

Last year the Federal Government moved energetically to broaden the
opportunities for families to acquire new homes or to improve existing
dwellings. Forward steps were also taken to assxst commumua to prc-
vent the spread of shuns and to rehabilif i
Further progress will depend partly on what the Federal Government does,
and in much greater degree on the efforts of civic organizations and on
actions that can be taken only by State and local governments.




Federal funds are now available, but more will be required d“‘fnsé‘.
next fiscal year, for projects which look to the renewal of ubas w&*};
hoods by conserving and jmproving what is still uscful in blighted aress
by replacing what cannot be restored. This program supplecis
Fnamnial facitising nreyionsty available for tatal clearasce and md“‘l‘:?'

areas for which local governments have developed practical TEoEwS 1t
grams. States and cities can obtain assistance from the Housing 258 Hast
Finance Agency in developing their renewal programs and should, i8 it
own interests, take steps to expedite them. For its part, the Coogr™
should authorize the Poblic Housing Administration to enter iatp contii®
for 35,000 additional units of low-rental public housing in each of thened
twa fiscal years, in order to assist in the relocation of fomilies displaced 3

the use of loan guaranty nvx! ’b ‘e‘:u'b Veters ittln
the Federal Housng Adiminioiraion vyt wopee m,d 1fznspcuz::1craﬁ
s . T

op d” type of ge, the Act facili the repair and moderniza-
tion of existing dwellings. The States can give further effect o these actions
by g, where necessary, legislation to permit the writing of “open-end”
mortgages. The availability of this type of financing will prove especially
befpful to the many homeowners whose growing families require better and
more spacious dwellings.

The Federal G should take additional steps to aug the
facilities available for home hip and imp: . To
date the i ing detand for gage i , it will be necessary to

increase the insurance authorization of the Federal Housing Administra-
tion, It is also yecommended that national banks be allowed to make
amortized real estate mortgage loans with maturities up to 20 years. The
present limitation of ten years for {onaf gag: i
restricts the availability of home financing in some areas. The Congress
can at the same thme increase the availability of funds for the financing of
construction work, and in a manner entirely consistent with sound credit
practices, by authorizing national banks 1o make construction Joans with 2
maximura duration of, say, nive months, ‘This rule should replace the
present fimitaton of six months.

“These various steps would effectively widen the opportunitics of famities
to acquire homes ot to improve those they already own. It mst be rocog-
nized, however, that the progressive easing of mortgage financing tenns
is nat without its hazards for the stability of the economy. It would bea
wise precaution, therefore, to provide for prompt readjustments in the
terms of mortgage Joan insurance and guarantees, when required by chazgs
in ecanomic circumstances, The Housing Amendments of 1953 autborizd
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the President, at his discretion and in the light of economic conditions, to
alter the terms on which the Federal G would insure gag

lenders against lasses on loans secured by residential properties. This
authority was limited in its p ial application, but it heless pro-
vided a useful tool for the control of credit during inflationary periods and
for the stimulation of home building during periods of contraction, Last
year's Ex j¢ Report proposed that this discreti hority be
widened, but the Housing Act of 1954 moved in the opposite direction.
The Congress should again consider this proposal and give the President
greater latitude in the exercise of his power to vary the terms on which
home mortgages are underwritten. In view of the magnitude of residen-
tial construction, its variability, and its responsiveness to changes in the
terms of mortgage loans, a wide Presidential authority over terms, to be
exercised with the aid of an advisory group, could make a major con-

ibution to the mab of stable p i

IV. Expanston or Our Punic AsseTs

Great accumulated needs for roads, schools and hospitals, for water,
sanitary and ity facilities, for ion and fonal works,
now exist in our nation. This accumulation is the result of postponements
in the face of growing needs during the past fifteen years, when a large part
of our resources was required by war and defense. The Economic Report
of January 1954, noting the vast backlogs and the continuing expansion of
needs, recommended that a larger part of the Nation’s effort be devoted to
public works, in order that our economy may grow without hindrance. The
Federal Government shares with State and local governments the respon-
sibility for removing this obstacle to economic expansion.

Modernizing the Highway System

Highways carry the stream of commerce to nourish all parts of the
national economy. Over them pass freight and passenger vehicles and,
when necessary, the mechanized weapons of defense.  When these channels
are inadequate, congestion results; this causes loss of life and Pproperty
and checks economic expansion. Serious congestion now exists, with
58 million cars and trucks traveling 557 billion vehicle-miles 2 year, Y,
it has been estimated that at the present rate of highway improvement
and general economic growth, our country by 1965 may have abous go
‘million motor vehicles and an annual traffic of over 800 billjon vehicle-mi

‘With these considerations in mind, the President’s Advisory Commj; .t
on a National Highway Program has sought to determin, how the U, Hee
States could best jmprove its highways during the ney; g ecade :lfled

study and discussions with the Committce of the Gayeraer s
Conference and other groups, the AdVISOry Committes g peqgerrr oy
the modemnizing of the p y-desi d Natio

Highways, together with urban connecting mads,nal System of Tuterstase

. at an estf .
27 billion dollars over a ten-year period.  Tolf roads ;;:ﬁ:c; ’0:; Lo
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able standards along the designated routes could be included 28 sgee

of the National System. Qur country would then possess a?:nwa.
network of safe, ¢ tled: high et T
to-border, and i gional pable of carrying the heaviest N
operated under uniform traffic regulations, and joining 95 percent
cities with a population over 50,000. gk

The National System of approximately 40,000 mifes bas ?“mmﬂp‘;
cance for the country’s economic growth and military defense. Hesct
Advisory Committee has proposed that the Federal Govemment bett
but 2 billion dallars of its cost. For their part, State and local £9C%
ments would be expested to assume principal responsibifity for financt
the construction work needed on the remainder of our total strect -
road network of 3,348,000 miles, Federal grants-in-aid for roads would
maintained at approximately the current level. Taken altogethen
States and localities would be expected to bear about 70 percent Of’ "
estimated cost of about 100 biltion dollars required to modernize the Nation!
streets, roads, and highways over the next decade, while the Federal Gove®
ment would bear the remaining burden of 30 percent,

The construction of the National System of Interstate Highways could
be financed by obligations issued by an independent authority, created by the
Congress. The funds needed to pay interest and amortize the hight
debt could come from the excess—which may be expected to increa
rap.\dly—ro( the Federal revenue from present taxes on gasoline and Jubr-
cating oif over the current amount of Federal grants-inaid for roads.
Although a steady pace of construction, financed through the sale of bonds to
the public, would normally be the best p penditure an
plans could be adjusted in the interests of general economic stability,

It is being recommended that the Congress act affirmatively on a
national highway program, and with a view to its expeditious comple-
tion. A special message on the subject will be submitted shortly. Such
a program would release enduring forces of ic expansi As the

ion of the National System prog d, the States and localities
could be expected to enfarge their own expenditures on other roads and
onstreets.  In addition, history shows that private investment mounts when
new arteries of commerce develop. New factories and shopping centers
would be constructed; service facilities for food, lodging, and automobiles
would be provided along the new highways, Markets for new cars and
many associated goods and services wauld beTifted to higher jevels.  Above
all this, immense savings would accrue to the public from reduced accidents
and ower transportation costs,
Accelesating the Development of Natural R

It iy desirable to expand i in facilities for conserviag and
bringing into economic usage more of our sofl, water, mineral, and other
resources, ‘To speed this process, the Federal Government has attempied
to distinguish as clearly as possible the field of Federal enterprise from that
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- of private or local prise. It must act vig ly in the former—as this

. Administration proposes in the case of the national system of highways; and
it must foster and encourage activities by others in the latter—as has
- already been done in the leasing of the Government's submerged and other
- lands for private exploration of petroleum and other mineral deposits.

Of all our natural resources, none requires more immediate attention
 than water. The effective cons:rvauon, contml and utilization of the

 Nation's water requires ing of sound policies.
The present partnership pohcy of dcvclopmg water n:sourccs is a par-
ticular exp of the 's general approach to resource de-

- velopment. ‘This policy is, simply, to encourage State and local govern-
ments and private interests to provide all physical facilities that they
can, leaving for Federa) execution those parts of water development proj-
ects which serve national purposes or which, because of great size or com-
plexity, are bcyund the capszh\y of others.

‘This apy Ppromises to ! the devel of our water re-
sources without involving the Federal Government i m huge expenditures or
opetations. Thus, during the last two years applications to the Federal
Power Commission for permits to survey potential hydro-electric develop-
ments represented a larger total of kilowatts than was covered by the appli-
cations during the prior seven years. At the end of last year the volume of
such permits outstanding was by far the greatest in the history of the Com-
mission. The workings of the partnership policy are also illustrated by
six multipurpose projects for which provision has already been made or is
contemplated in the coming fiscal year. It is estimated that these projects
will result in a Federal expenditure of about 200 million dollars, while an
additional 800 million dollars may be expended by local interests, private
or public,

Expanding State and Local Works

The largest part of the demand for public assets is for new schools, hos-
pitals, water systems, streets and roads, and other facilities of the kind
traditionally provided by States and their governmental subdivisions,
Clearly, every necessary step should be taken to facilitate the execution of
these projects.

The capacity of most municipalitics, when judged from an economic
point of view, appears to be ad for ing needed imp
However, many communities are prevented from utilizing their financing
capacities by outmoded tax-rate or debt limits. State legislatures might well
review their limiting statutes and, where advisable, proceed to remove or
relax barriers to local public investment.

In States where the barier of tax-rate or debt limits cannot be easily or
quickly lowered, it ion should be given to al ive fi ing meas-
ures. Some States have made loans or grants to local school districts for the
financing of building programs, Other States have established independent
authoritics, which raise funds for school building through the sale of revenue
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bonds secured by the leaschold reatal payments of the distncts {Dix
schools are built. Use might be made of lczsc-}NN}‘m Ph“? s
municipalitics can acquire needed buildings through Instalmest 74
and yet stay within their existing debt limits. forbond

1t i3 also desirable to explore ways of broadening the maxktl o A;
sues of local governments, particularly those of smaller localities. e
one State has established an agency to examine and approve The o
new local government issucs prior to their sale o the public P
ket for small issues of Little-known municipatitics could be broadent

ging the establish of a type of § 'm“_‘ww‘.h“(m

specialize in the securities of State and local governments, "‘d‘,‘d‘“g oy
revenue bonds, To make the shares of such companies aturactive 10X
vidual investors, the Congress should revise the tax laws 50 a3 10
a regulated investment company, holding the butk of its assets in the foro
of tax-exempt seeurities, to pass through to its shareholders the tax-exetf
status of the income received on such securities. Such a “pa-‘s"ll“"“g]I
wo“u.!d be a useful extension of a principle already in use.

States.  The lack of congruence between the area of need and the ares 6
g'cvemmemal jurisdiction throws obstacles in the way of rapid and offr
cient construction of public works. The Statcs are urged to study the
problems of metropotitan areas, so that area-wide transit systems, sanita-
tion systems, water supplies, or educational facilities may be provided
with maximum returns {rom the public funds expended.  For some of ous
larger politan areas, i action is indicated. The i

problem is bath a challenge and an opportunity.

Coordination of Public Works Planning

Responsibility for different types of pubtic construction is dispersed among
rnany agencies of Federal, State, and local governments. Effective forward
planning and execution of our Nation's public works therefore involves

dination of the activities of Federal agencies, stimulation
of advance planning by States and Jocalitics, and cooperation with State
and local agencies engaged in public construction, Recognizing that the
enlargement of our public assets is a vital task in the era shead, and that
the timing and coordination of public works activities have an important
bearing on the growth and stabifity of the economy, the Council of Eco-
nomic Advisers last year established a small unit to devote itself to coor-
dinating the planning of public works.

Among other activities, this unit cooperated with the Bureau of the
Budget in making an inventory of the status of Federal public works plass
project by project. It also initiated a survey of State and local plans for
public works, which was carried out in cooperation with the Housing aod
Home Finance Agency and with the Bureau of the Census, The fist study
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disclosed that Federal plans for sound projects are available in reasonable
abundance for an accelerated public works program, if economic conditions
should make this necessary.  The second study disclosed that public works
programming by States and localities is extensive, but that there is only a very
small backlog of plans at the stage of drawings and designs. The experi-
ence gained by the Council in surveying the Nation’s needs and planning
for public works has confirmed the wisdom of the many students of govern-
ment who have repeatedly urged jon to public works
planning. To emphasize this vital activity and give it larger scope, an
appropuiation is being requested of the Congress to set up an Office of
Coordinator of Public Works Planning within the Executive Office of the
President.

A problem of great interest in this connection is the stimulation of public
works planning in States and localities. Many smaller communities have
pmlecu within their master development plans for which funds are not

tely available to produce prdxmmary enginecring surveys and
designs.  Assistance to such communities would help them to develop
plans for public works ready for initiation, which otherwise would take
months to prepare in case of need, Such a reservoir of planned public
works should be of iderabl itude to be effective. The sum of
1.5 million dollars made available by the Congress last year for planning
that is, interest-free ) 10 States and municipalities was a
good beginning but no more than that. Tt is recommcnded that the Con-
gress enlarge sut the for d and
that a revolving fund be established for this pnrposc The need for build-
ing a reservoir of “ready-to-go” projects has been recognized in three
separate programs of planning advances, established by the Congress within
the past decade. This experience indicates that the need for preparedness,
being itself cantinuous, is not well met by programs of limited duration.

V. IncreASING THE STaBmITY OF A GROWING Economy

A view fund. I to the ic program p: d in this Report
is that the best way to avoid economic recessions is t0 have the economy
growing vi; Yet it is Y to ize that, at times, growth
processes may fahcr, and that on othcr occasions the forces of growth may
geneyate price inflation.  An y does ot escape the need
for moderating the business q'cle Henge, the pmgram recommended in
this Report has been formulated not only to foster economic growth, but to
foster a reasonably stable process of growth.

The past quarter-century has taught our generation to be highly sensitive
to economic changes. The protracted depression of the thirties, and the
inequities of wartime and postwar price inflation, have made us intolerant
of extensive fuctuations in incomes, in employment, or in prices. Eco-
nomic statistics are now closely scrutinized and widely commented upon
by men and women in different walks of life. The American people apply
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more i dards 10 the per of our cconomy thaa they &
fifty or even five years ago. They expect their Guvemm::l to pust
policics that foster a smoother rate of economic growth than W
in the past., e to ol
The growing confidence of people in their GOVﬂ'ﬂmi‘“ 2 a::!::zt?d o
ate ic fl ions is desirable and not misp! e
N ; b
public with an i d of dmngc w:H “m:dwh\::i
about higher standards of economic performance. This increases =
cdge on the part of the public should, however, be ac'cqmpamcd by areslic

ding of the lties in increases in tod
ducti 1

P , em and | income, entirely free from mtzmrz
tions. Neither in our own history nor that of any other country bt
economy ever attained this ideal for a long period of time. . X
The experience of Government in dealing with fluctuations in :mpog;
ment and incomes is not of long standing, and there is much ya.u.’
learned about the problem of economic stability. For this reason it 1
be hoped that rigidity of judgments will not interfere with continucd
flexdbility of policies and administration. We have leamed from expe®
ence that the Government can do a great deal to moderate cconom®
fluctuations, but there is as yet no good basis for the belief that it cab
entirely prevent them. A democratic government needs time, especially
when current reports are conflicting, to meet a given economic situation:
Maorcover, the effects of its acti hether in ing or in restrain
ing demand~require time to work themselves out. Government ought

not to be continuously veering its course, although it should act promptly
and decisively when a threat to economic stability emerges.

Statesmanship requires that we make every effort to hamess the idealism
of our g ion to the practical end of minimizing jc i
The jc effects of govi perations are now so large and so
pervasive that it is no longer reasonable to suppose that Government either
can or should resnain aloof from what goes on in the private economy.
We have learned from experience that Government can pursue policies
that not only promise to bring a stabler prosperity to economic life, but
also to expand the scope and add to the vigor of private enterprisc.  Qur
aim must be to build on this experience, to pursue policies that will facilitate
the growth of private enterprise, and to equip ourselves with better tools
for checking any recession or inflation that might develop. Numerous
actions taken last year by the Congress and the Executive have served these
ends, and the program recommended in this Report should advance us
further toward our goal.
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Summary of Recommendationsin the Economic
Report of the President

The following summary of d in the E ic Report
includes recommendations to the Congress and suggestions to the States and
municipalities,

Taxes, Business Regulation, and the Public Debt

1) Postpone the lowering of the corporate income tax and of excises,
scheduled for April 1,1955. [Page49.]

2) Reduce the tax rate on corporate income from all foreign sources by
14 percentage points. [Page 53

3) 'Pcrmit porations with foreign branches to defer the tax on branch
income until it is withdrawn from the country in which it was
camed. [Page 54

4) Allow a regulated investment company, holding the bulk of its assets
in the form of tax-exempt securities, to pass through to its shareholders
the tax-exempt status of the income from such secutities, [Page 64.]

5) Strengthen the deterrent to viclation of the Sherman Antitrust Act by
raising substantially the maximum fine that may be imposed under the
Act. [Page 50

6) Increasc the present statutory debt Hmit to permit greater flexibility
in the management of Federal finances. [Pages 49-50.]

7) Review State and local tax-rate and debt limiting statutes with a view
to remeving or relaxing, where advisable, these barriers to local public
investment., (State respensibility} [Page 63.]

Unemployment, Pensions, and Minimum Wage
8) Amend the unemployment insurance law of the District of Columbia
to provxde 26 weeks of benefits for all persons who qualify and who
reroain unemployed that long, and review disqualification provisions.
[Page 56.]
9) hen the Federal-State Empl Service. [Page 56.)
10) Extend the coverage of Federal Old-Age and Survivors Insurance, on
a permanent and full contributory basis, to Federal personnel.
{Page 57.]

]



11) Consider including under the unemployment insurance syten e
employees of State and Jocal governments, and employees who vk
for firms cmploying fewer than four persons, to the exteat lhil*ﬂ
workers are not riow covered.  (State responsibility)  [Page33 I

12) Consider revising unemployment insurance benefits so that () &
great majority of covered workers are eligible for payments it 2
least equal half their regular eamnings, and (b} the term of unemphy
ment insurance benefits is 26 weeks for every person who qu 3
any benefit and who remains unemployed that fong. {State respons {

bility) {Pages 55-56.] '
13) Expand the Area Development Program of the Depamx:lfnl of Cozr |
merce, which is designed to help depressed [P
56-57.]
14)

workers now excluded. (Congressional and State respansibiih
[Pages 58-59.)

Education and Public fmp

15) Expand Federal programs for fellowships, research, teacher training
and related activities. [Page 51.)

16} Take early steps to help relieve the classroom shortage that now exists it

}  ourschools. (Congressional and State responsibility) [Page 51.]

17) Modernize over a ten-year period the presently-designated National
System of Interstate Highways. [Pages 61-62.)

18) Appropriate funds to sct up an Office of Coordinator of Public Works
Planning within the Executive Office of the President. [Page 65.)

19) Enlarge the appropriation for planning ad to States and munici-
palities, and establish a revolving fund for the purpose. [Page 65.]

20) Study the problems of metropolitan areas, so that area-wide transit
systems, sanitation systems, water supplies, or educational facilities may
be provided with maximum returns from public funds expended.
{State responsibility) [Page 64}

Housing and Finance
21) Increase the insurance authorization of the Federal Housing Admin-
istration. [Page 60.]
23) Give the President greater latitude in the exercise of his power to vary,
in the light of economic conditions, the terms on which home mortgages
are underwritten by the Federal Government. {Pages 60-61.
23) Allow national banks to make conventional real estate mortgage lofm
with maturities up to 20 years, and to extend the maximum duratot
of construction loans. [Page 60.)
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- 24) Take steps to expedite urban renewal plans, 50 as to obtain available
Federal assitance. (State responsibility) [Page 60.]

25) Consider, where necessary, enacting legislation to permit the writing
of “open-end” ges. (State responsibility) [Page 60.]

26) Authorize the Public Housing Administration to enter into contracts
for 35,000 additional units of low-rental public housing in each of the
next two fiscal years.  [Page 60.]

27) Continue the program for helping business concerns of small size to
obtain access to adequate financing, to a fair shate of Government pro-

and to p counsel; and extend the pro-
gram'’s lending authority. [Page 50]

28) Consider the merits of share-account insurance and other measures

for protecting savings in credit unions. [Page 59,

International Economic Relations

29) Exllend the Trade Agreements Act, subject to present escape and peril
point provisions, for three years with amendments to empower the
President: (a) to reduce present tariff rates on individual commodities
by as much as 5 percent per year in each of the three years; (b} to
reduce tariff rates in greater degree in the case of products now im-
ported in negligible volume; and (c) to reduce to 50 percent any rate
inexcessof thatlevel. [Page52.)

30) Establish standards for the valvation of i d goods that are simple,
clear, and logical in their application. [Page 52.)

31) Increase the duty-free allowance of foreign goods brought home by
tourists during any six-month period. [Page 52.]

32) Authorize at the proper time a contribution to the capital of the pro-
posed I ional Finance Corporation. {Page 54.1

33) Strengthen the program of technical and other assi to
cally underdeveloped countries. [Page 53

bid
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Appendix B

SOME LEADING ECONOMIC DEVELOPMENTS
DURING 1954

1. The Nation's Qutput and Its Disposition
11, Employment and Earnings
1L Price Changes
1V. Monetary and Credit Developmeats
V. Government Finances
VI. Foreign Economic Developments
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1 101954 (Chart B-1). A to

Some Leading Economic Developments During 1954

The purpose of this Appendix is to present factual information on certain
of the leading developments of 1954, These facts serve to document the
analytical account given in Chapter 2, and to claborate on some matters
that are only touched upon in that chapter. Section I of the Appendix
discusses the changes which took place during the year in the Nation’s total
output, in different branches of production, and in public and private
expenditures.  Section 11 deals with employment, unemployment, hours of
work, wages, and industral disputes.  Section 111 discusses the broad move~
ments during 1954 of commodity prices in wholesale markets, as well as the
prices of consumer goods and services. Section IV reviews monetary and
credit developments during the year, and gives a bricf sketch of Federal
Reserve and Treasury policics in the ficlds of credit and debt management.
Section V records the finances of Federal, State, and local governments.
The final part, Section VI, reviews economic developments outside the
United States—notably the industrial and financial progress of Western
Europe—and the foreign trade and investment of the United States over
the year,

I. The Nation’s Output and Its Disposition

The Nation’s output of goods and services declined slightly from 1953
di preliminary esti based on expendi-
tures data, the decrease in the gross national product was 2 percent.
When allowance is made for price changes, it appears to have been about
3percent. When the decline is measured from the highest quarter in 1953
to the lowest quarter in 1954, instcad of from one year’s level to the next,
it is not much larger. )

Although measures of change in the total output of goods and services
from 1953 to 1954 are useful as broad indi of the over-all perf r
of the economy, they abscure the diversity of experience among major sec-
tors.  What is perhaps more important, they veil the significant fact that
total output was again rising as 1954 drew to a close. While m.dusmal
production declined by 10 percent from mid-1953 to March 1954, it made
a strong recovery in the latter part of the year, with most of the component
industries showing marked improvement. Activity in the construction
industry during 1954 was above that in 1953; agricultural output as a
whole continued at the high 1953 level; and some of the service and utilities
industries, notably electric light and power, continued to expand.

In contrast to the decline in total output, the final demand for goods and
services, taken in the aggregate, was well maintained (Chart 8 p. 28)
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CHART B~

GROSS NATIONAL PRODUCT
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Consumer expenditures, which had fallen slightly In the fousth quarter of
1953, rose to a new record level by mid-1954, supported by a small but
steady increase in disposable personal income.  Outlags for fixed capital
investraent, when taken as a whole, showes few traces of the contraction,
Expenditures by State and Jocal governments continued to increase at a
moderate pace, while Federal expendi fell off sub iall:

Since the contraction of sutput from mid-1953 to carly 195% was cens
tered in industrial production, attention s directed first to that scctor of the

economy,

Caances v Provverve Activisy

Industrial production

“The salient features of the contraction and recovery in industriaf praduc-
tion are shown in Table B~1. For 1954 as a whole, declines were greatest
in metal mining, in the production of primary metals, and in coal mining.
Declines in the output of metal fabricating industries ranged from 7 ta 15
percent, and, since their sales declined less than production, the inveatorid
of these industries were reduced substantially over the year.

Tnather branches of industrial production, activity was better maistaiot
Qutput of clay, glass, and lumber products, and also of stone and carth mi
erals, held close to 1953 levels, Output in the nondurable goods categs?
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dedincﬁi less than the cutput of durable manufactures or minerals. Among
the major nondurable goods industrics, the output of the food processing,

Taste B-1.—Changer in industrial production

Percentags chaage! trom—
Industry groc —
i July 1953 | Bareh 1954 August 1964
wsie to o |to Deceme
19383 | Agarch 3oM1August 194] ber 16543
-7 -10 [ +5
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10 -1 [ 47
~18 —24 +2 +14
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3 ;muu.?mu for Tmonthly data are based on seasonally adjasted inderes.
Soures: Beard of Oavernors of the Fedars! Reserve System,

paper and printing, and chemical and petroleum prod industries kept
in close step with their sales. Textile and apparel production declined
7 percent, which was enough, in view of the behavior of sales, to accomplish
sizable inventory reductions.

The shorter-term movements of industrial production, shown in Table B-1
and Chart 12, page 31, are more striking and more significant than com-
Darisons of the full years 1953 and 1954. They reveal the pattern of con-
traction and recovery which characterized these two years. The drop in
total industrial production from July 1953 to March 1954 was half again
as large as the change indicated by yearly averages, and the declines in in-
dustry groups were generally higher. From March to Avgust 1954, dus-
able and nondurable goods acturing showed no change, while sminerals
production continued to decline.

Industrial production as a whole registered 2 ial recovery from
August to December 1954; all major categories and most component
industry groups shared in this advance. The expansion was strongest in
motor vehicles and primary metals; electrical machinery, textiles, and coal
also showed sizable gains. Though the output of clay, glass, and Jumber
products and of rubber and leather products also 708 charply, these in-
creases to a large extent reflected the settlement of strikes which had cur-

tailed production in the lumber and ‘rubber industries in July and August-




Consiruction activity

The construction industry was a major source of strength in our ecoiaf
during 1954, Total construction outlays—which closely reflect chasg
phiysical soluine, since costs for most types of construction appear 0 e
changed very little—rose 5 percent from 1953 to 195¢ (Table B-2). Ox

Tasie B-2.-Naw sowsinuction ashicly

Ttew

New total

Trivate Lotal
Rostdentind
Otiwr,

Public, total. ..
Feitorad ..
Stutd vod i

£ Prolimimry estimute,
*fucludes Fedursl sid (4puendis Tablo D-30),

Bources. Department ot Contmeres sud Department of Labor,
lays by State and focal governments showed a substantial increase; hgh
way, public school, and sewer and water facility construction surpase
previous records.  Federal outlays declined, mainly as a result of lowet

) for defense i

Private outlays for religious, and ed
creased sharply in 1934.  Utility construction was about equal to the high
1953 rate, but industrial building declined,

Current-dollar outlays for residential construction were at an all-time
high in 1934, although the physical valume was below the peak of 1950.
New housing starts in 1954 are estimated at 1.2 million dwelling units, com-
pared with 1.1 million in 1933 and a record 1.4 million in 1950,

The movement of residential construction within 1953 and 1954 is espe-
ciatly noteworthy (Chart 13, p. 32 and Appendix Table D-29). On a

Ily adjusted basis, residential ion outlays declined slightly
during the second half of 1953; but from March to August 1954, when in-
dustrial production showed no over-all change, these outlays expanded 21
percent. Further gains were made in subsequent months,

jal buildings i

Agricultural production

In the past year, farm output as a whole equaled the record level of 185
(Chart B-2). The wheat and cotton crops, due to marketing quotas, wert
respectively 17 and 18 percent smaller than in 1953, But since most of th¢
92 million acres taken out of wheat and cotton were used to expand pro
duction of feed and oilsceds, crop production as a whole dectined oalf
3 percent (Appendix Table D-27). .

Livestork production in 1954 was higher than fn any previous year ’jg

numbers increased sharply as a result of plentiful food supplies and
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CHART B-2

FARM PRODUCTION
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* favorable hog prices in late 1953 and carly 1954, Output of poultry and
g :?ﬁ:"jﬂinﬂtg‘;ndcd. Cattle 2nd calf sfaughter and milk production set new
' vas ab 4 Md}c production in the second half of the year, however,
. a;‘:c ut the same asin the corresponding period of 1953,
in movement of farm products into domestic consumption and export
creased moderately from 1933 to 1954, One consequence was a sharp
stocks. Whereas in 1953 the in-
! ommodity Credit Corporation rose
L e Awgusrasan s vanle t0 9 percent of total farm out-
ll""):_ the increase from Noverber 30, 1953 top“ ber 30, 1954 was
+6 biltion dollars {equivalent to less than 5 percent of farm output}.
Although price-support stocks were at a record 6.9 billion doliars on
November 30 1084 thn niens 17 v . f fanm products
' +a close. Nearly
T ‘orn, cotton, and
; - S = emnevesss Shue tmassuis v peaCe-SUPPOTt stocks
from the 1954 crops of wheat and cotton will be relatively small, and stocks
of corn are expected to decline, Dairy products accounted for 8 percent
Of total price-support stocks in November, but purchases during the last
Quarter of 1954 were substantially below the same quarter of 1953, and
sales and donations from stocks were much higher.




Transportation, trade, and services

Freight carloadings declined 12 pescent from 1953 to 193, reietty
mainly lower activity in coal mining and durable manufactures. Datafor
the first half of 1954 show a significant but smaller decline from a et
carlier in the freight handled by intercity trucking firms.

The flow of goods through retail channels was well rmaintatned, sy
as a result of the high and increasing level of disposable income {Chat
p- 33). Retail sales in 1954 appear to have equaled their 1993 .mul,z
stability which contrasts sharply with the dectine of 7 pereat 2 il
industrial producti Reductions in i s oocurred, especsly
consumer durable goods,

Production of clectric power and natural gas increased fram 19538
1954. Data on employment in the service industrics suggest an &p%
flow of services to consumers in 1954. So, too, docs a deflated series o

di on services, exclusive of housing (Table 1, > o

Cuances ¥ FiNaL PURCHASES

The Nation’s output may be considered as the sum of values added
current activity at each level of production and distribution. M e
were no inventory changes, it could also be viewed as the total valut
goods sold and of services rendered to final users.  In any year, howt'd!
part of the Nation's output may be added to inventories, or fina salcs 13
be sustained at a higher level than current output by deplcting jnventoric

The distinction betwcen current ontput (the gross national product
and final purch is especially signifi in interpreting changes fros
1953 to 1954. Gross :
percent, between the '
dollars, or 1 percent. R N
in the two years, an increase of 1.5 billion dollars in 1953 and a decreas:
of 3.6 billion doltars in 1954 (Chart 8, p. 28).

‘The major components of total final purchases are shown in Table B-3
Purchases of goods and services by the Federal Governtuent in 1854 were
about 10 biflion doliars lower than in 1953, but those of State and local
governments increased.  Gross private fixed investment (that is, the sum
of expendi on new ion and producers’ equi } totaled
about the same as in 1953, and consumer expenditures rose by peady
4 billion dolfars. The increase in conswmption expenditures was largely
accounted for by housing and other services; expenditures for durable good
fell 700 million dollars, but expenditures on nondurable goods increased bf
1.6 biffion doffars over the prior year.

The guarterly data in Table B~3 and Chart 5, p. 26 show the 1934 e
covery which is ohscured by the yearly totals. From the second quastd
of 1953 to the first quarter of 1954, gross national product, measured f
seasonally adjusted annual rates, declined 14 billion dollars, o 4 pereest

1




Tanre B-3.~Grass naticnal product and its major components

: BMions of dolian]
Chasge trom—
“ St w | St 1

> NOTR—Detall will not necessarily add to totals because of rounding.
s ources: Department of Oommercs sad Councl of Economis Advisers.

¢
3 However, the decline in total final purchases during this period was very
¢ 0Uch smaller—4.5 billion dollars, or about 1 percent. Though the con-
 {action was mild, it was reflected in several of the broad categories of
 fnal purchases. Expenditures for durable goods declined

slightly, while outlays for consumer durables dropped 8 percent (Chart 15,
, P- 34). However, consumer outlays for services and State and local
! government expenditures increased during this period; and the balance
~ of foreign tradc also shifted in a direction which tended to support domestic
- production and income.
Consumer expenditures increased at an annual rate of about 7 billion
doliars from the first to the fourth quarter of 1934, Outlays for consumer
durables were 7 percent above the first quarter low, and outlays for non-
durable goods and for services were higher by 3 percent and 2 percent,
Tespectively, The upsurge in residential construction has already been
noted,  National security expenditures declined at an annual rate of about
6 billion dollars from the first quarter to the fourth, but the rate of decrease
slowed down materially toward the end of the year: .

In the first three quarters of 1954, declines in national security m.ulay;
were barely offset by i in expendi for all major « o]
civilian goods and services. 1In the last quarter, however, the cxpansionary




forces of the civilian economy prevailed: total final purchases sose 2tk
dollars, and inventory liquidation decfined 2s gross nationz} produnt
ereased more than did fina) purchases.

CuiaNGES 1 INCOME PAYMENTS

Income disbursements to individuals
T?ml personal income rose slightly from 1953 to 1954, despie ¢
decline in gross national product (Appendix Table D-10). The inoest
Was mostly it the fourth quarter of the year, reflecting the general expasit
I output and final purchases. Wage and salaty payments declined o
2.5 biltion dolfass, but other labor income increascd stightly aad tasl
Payments increased 2 billion dollars. Labor jncome and transfer poyme
combined declined slightly from 1953,
Income of farm proprietors, exclusive of receipts from net reductiss
of farm inventories, fell slightly in 1954, but the change was much il
tl’mfx in cither of the two preceding years (Appendix Table D0
Fusmcss and professional income also declined slightly, but was higher 6
1 any year prior to 1953. Rental and interest incomes continued thet
nung trends, which have persisted for several years, and dividend paymets
increased despite a decline in corporate profits after taxes.
As a percentage of petsonal income disbursements, which are hightt
than total personal income by the amount of employee contributions f

social i i N : A
’ it income slightly in 1954 (Table B-4)
Taste B4 —Distribution of petrsonal wncome disbursements
FPetcent of total personl income dishursements |
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Such an increase occurred in 194849 and in other mild contractions. Rents
wnd interest together accounted for a larger share than in other postwar
'ears, but the dividend percentage was lower than in any year of the
seriod 1949-51.  The income shares of both farm and business proprietors
n 1954—4.1 percent and 8.9 percent, respectively—werc at postwar lows.
rYages and salaries accounted for 67.2 percent of personal income in 1954,
lightly below the percentage for 1952 and 1953 but higher than for other
sostwar years,
Zhanges in disposable personal income

Although the disbursements of income to individuals mcrcascd very lmlc
Tom 1953 to 1954, the amount available for ding or
xrsonal income—increased 3.5 billion dollms T}us result reﬂccts, among
ther developments, the fact that Federal taxes on personal income declined
»y more than 3 billion dollars, or 10 percent, whxle State and local taxes and

mployee ibutions for social i d by a much smaller
umount,
The p distribution of di ble personal income among ex-

>mdnun: categones is shown in Table B-5 for 1929, 1940, and the postwar
‘ears. The percentage distribution changed only moderately from 1953

‘Tavre B-5.—Distnbution of disposable personal income

Percent of total disposable persona! tacome
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able Persons} consumption expenditares
per- e
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1. T .ad a little as consumer spendmg
:age spent on housing in
, but the share spent for
du-rabi;g;o;; ;e;ii-nm:l Outlays for nondurapic goods showed little change
from 1953,
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Corporate profits
Corporate profits before taxes declined sharply in the fat gz d
1953 but recovered a little in garly 1954; in the first nine mrtheof 164

industries, in mil portation, and in textiles, Bd’ore-lax‘pwﬁﬂ:‘
nondurable manufactures as a group declined much les than i durtk
rmanufactures, whife profits in communications and public utlits sy
incseased. 55t
Corporate profits after taxes were Jower in the first nine moncks o} 3
than in the coresponding period of the previous year by about 1 e
Corporate tax liabilitics, on the other hand, appear to have bees 2 et
lower in Janvary-September 1954 than in the same period of 1953 aducke
on an annual-rate basis of about 5.4 billion doflars,
Preliminary estimates for the fourth quarter of 1954 indica
recovery in corporate profits, both before and after taxes. The fourthg
ter rise may bring after-tax profits far the full-year 1954 to within 3 peresh
orso, of 1953, .
Dividend payments in each quarter of 1954 were up from the pre®
year, despite the moderate decline in after-tax profits. Cormespondinh
undistributed profits were down about 10 pescent in 1954 frons the preced®
year. At an annual zate of 8.0 billion doliars, they were about equil®
the 1946 level, and lawer than in any other year since 1946.

te 2 marked

ADDENDUM: ALIERNATIVE Myasures or tie NATION'S
Torar Ovrryr

Although national income statistics in the Tinitad €« ¥ < reached s
highi -~ . . - = far froms
perfec: . L ~ mad sufficient
accuracy tor most purposes, but small changes, such as these from 1948 to
1949 or from 1953 10 1954, defy accurate measurement at present. Indeed,
the errors of estimation are sometimes of the same order of magnitude as the
observed changes. While this is particularly true of estimates based oz
preliminary data, some uncertainty attaches alsa to the final fgures.
Throughout this Report, the discussion of changes in the gros 5+
tional product has been based on the figures that are conventiondf
designated in statistical reports by that name. In fast, however, tra ot
roates of the gross national product are available. Since they are baseda
Targely independent data, a rough check i possible on the accuracy wil
which changes in the gross national product are now measarable. ’,Hil
difference between these two estl the istical discrep e
regularly included in the national income accounts prepared by the D
ment of Commerce. Essentially, it is the difference between gross It

8



product a estimated, first, from information on expenditures for goods
and services and, second, from data on incomes and other production costs.
The difference between the two often changes by a billion dollars or less
f{om one year to the next, or from one quarter to another. But occa-
. nc:nally it chnng_cs by as mxfr_h as 3 or 4 billion dollars. Year-to-year
: ina\n‘gm of ‘sunh size oceurred in 1943—44, 1945-46, and 1947-48. Accord-
’h;ggo, y data, the statistical discref changed by an even
. larger amount from 1953 to 1954, Quarterly changes of large magnitude
appeared d.uring 1948-49 and 1933-54.
lnEcoxmxx‘JALm mn\'cnﬁonally use the‘gms national product estimates based
hmulg i th,d;m; to avoid conf: x this grn_cdce has also been followed
ghous il eport. _On the basis of existing knowledge, it is impos-
o datay' whether the estimate of gross national product based on expendi-
P is more or less accurate than‘ the estimate based on income data.
sy b of these of the Nation's output
y be gathered from Table B-6. Bascd on the expenditure data, the

Tasiz B-6.—Alternatice measures of the’Nation's total output
{Billions of daliars, seasonally adjnsted panual mtes]

Qrossms, | Chames
Period O rod. | sgginst kross | Statistical
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@z it
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‘Cbange from fourth quarter of 1848 to fourth quaster of 1949 —85 —ing
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1 Estimstes bused matal ditare dat
 Estisate basod unaloly on expenditors Ao s sgelast productos

Bourca: Department of Commerce.

gross national product in 1954 appears 10 have beoh 3 g

1953, Baved on mcome data, howevers B declln sjijn “’/f ,'"/1{,:‘/,’7;;
1 percent, According to the quartery cxpendithe W, o fifsts 4
derting i total output was smaller than (b2t of 1083 B £ st pesyiraees
based om income data suggest Precisely the PP Fhd ffs iy s
be drawn that the available mERsVIe of totad Blljr vk 4t oy m’:‘ s

accurate to determine decisively which of 0o W0 e, v, mp ag 22
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11. Employment and Earmings
Employment, which fell from the summer of 1933 the suxm:h
1954, rose again in the fast part of 1934, and uncmplo;mca!dad:tﬂ_m >
more than scasonally in the last three months of 1954 A o uﬂ;m
average hours sorked per week, duc in large part to the decline ol V.:ﬂ‘
time, was reversed in May. The continued rise {n average !llfuﬂ)i“m‘“sé
which oceurred despite the fall in employment, was a striking ”’““W
recent developments in employment and carnings. ‘Alm n%
the small amount of time lost in industrial disputes in 1954—the
since World War IL
EMPLOYMENT

Accerding ta statistics compiled by the Bureau of Labor Statistics, Hos2g"

e ’ L I

At ais low point in August 1954, x}anagn‘culwml employment was l,‘?ﬁom
below the peak reached 13 months previously, It then began to 6 bt
in December it was still below the levels of mid-1953.

The decline in the number of persons cmployed in nomigl'l'fh‘k“"11
industries may well be somewhat overstated by the Bureau of Labos Sw
tistics series, which is bascd on business payroll records, This series cous®
twice 2 person who appears on two payrolls during the same payroll puri
cither because he has changed jobs during the pesiod or because he holds
two jobs at the same time. Dual jobholding probably tends to declint
during a contraction in business activity, and labor turmover was definitely
lower in the summer of 1954 than in the summer of 1953, These change
would cause a larger decrease in the number of persons on payrolls thas
in 1the number of individuals employed in any onc week,

N icultural empl is also esti 1 by the Bureau of the
Census (Appendix Table D~16 and Chart 10, p. 29). Its series, unlike
that of the Buseau of Labor Statistics, includes the self-employed, unpaid
family workers, and domestic servants. Because of this difference in cov
erage and some differences in concepts and method, the Census serits,
which is based on a household sample survey, shows a somewhat different
movement than that shown by the series based on payrolt recards. The firs
suggestion of contraction came carlier in the Census sexics, which showed 2
stightly fess than seasonal rise in the spring of 1953, However, most of the
dectine in this serics, seasonally adjusted, took place after July 1953, T&
adjusted serics dropped 1,600,000 frora July 1953 to its low point in Aups

1954, From August to December 1954, the rise was about 400,000,

Like all data derived from sample surveys, the Census data are subject ¥
some error because the experience of the persons in a sample may diffes 0

some extent from the experdence of the population as a whole. Furtbch
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the i ion given to i i may occasionall be i The
data of the Bureau of Labor Statistics are also not based on a full count
of the employed; they too involve some estimation. These factors, as well
as differences in concept and coverage, presumably contribute to the differ-
ences in the movement of employment shown by the two scries.

‘The decline in lly adjusted employ in jcultural estab-
lishments, as reported by the Bureau of Labor Statistics, oceurred principally
in manufacturing (Table B-7). Between July 1953 and August 1954, em-

Taste B-T.—Changes in nanagricdltural employmens by industry
[Thousands of persons, seasonslly sdjusted dats)

Changs trom
Indastr
4 July 1953 to [March 1954 to] ATERSE, 1%
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e, ™ -2 -2
Contract constraetk 43 - -3
-1,245 -t +a10
s 200
—40 bos
-4 +121
5 +
3 48
4 +15
- -4
o1 S
: N &
S
ok : i +1

Instruments.
Miscallaneons manuiactariny

Based on preliminary data for Decamber.
Sources: Department of Labor and Bossd of Qovernors of tbe Federal Reser

3 "
ployment also fell in other sectors—transportation, Fe.dcral G;v::,:rmen_
mining, and trade. Seasonally adjusted employment increase!
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period in State and Jocal government; in finance, insurance, and resl e,
and in service and siscelk industrics, Within manufacturitg, c
ployment declined in every major industry group except printing, pidiy
and allied industrics,

From August 1954 10 December 1954, scasonally adjusted enplojzt
ros¢ in 15 of 21 manufacturing industry groups, The Jargest increastiar
curred in transportation equipment and in lumber and wood prdiss
The large output of ded biles in ber 20 Dm
was the principal cause of i d empl in sportation e
ment. In lumber and wood products, emnlovment recoversd algast v

[ e

2 A :

ploy ied migration away Irom farms, or that fewer fam 1

dents than usual shifted from farm to nonfarm work in their ownares ut-
ing the off-season, or both.

UNEMPLOYMENT

During the first half of 1953, unemployment, as estimated by the Bure?
of the Census, continued to decline and reached a level Jower than thatd
wny corresponding period since World War II {Appendix Table D16
and Chart 10, p. 29). The h h of unemploymest
during the late summes and autumn of 1953, on the other hand, is somt
what obscure. The Census was then preparing to shift from jts old sample
of households in 68 axcas to a new sample of households in 230 areas
l?un'ng_ this period of preparation, less attention than ustial urme Aeessad n

i L - L .. o = vesgeeemae}
pubiisied were later revised upward by the Census Bureau to reflect the
higher level of unemployment shown by the 230-area sample for January
1954, as well as the increase in unemployment insusance claims, The re-
vised data, though admittedly someswhat arbitrary, appear to be more ac
curate,

It is nevertheless clear that ph r0s¢ rather substantially b
tween August 1953 and March 1954, The rise was due in part to tit
usual curtailment of putdoor employment in the winter months, but tht
greater part was the result of contraction in business activity, This rise it
unemployment was more rapid, though less prolonged, than that which
occtrred in 1949, The peak of 3,725,000 (5.8 percent of the civilian labo
force) reached in March 1954 was 859,000 lower than the peak of 4«654'000
(7.6 percent of the civilian labor farce) reached in February 1950,

During the spring and summer of 1954, unemployment declined, follow
ing the usual seasonal pattern, except that the number of young “:f/m
reported as secking work rose less than is usual in Juse and Joly.
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ptember, the decline in pl was clearly more than scasonal;
in October, uncmployment fell below 3 million for the first time in the year.
Thereafter the usual seasonal rise did not occur; the December figure of

2,838,000 was oaly slightly above the October level.
It is imp to gnize that the pl ed are not all the same
individuals month after month; the turnover among them is substantial.
. . - - . e . LI ©mtemn

- o woeoo. " SR
school or to resurne full-time household duties.

It should also be noted that some unemployment exists cven when the
demand for labor is strangest. The reason is that at all times there are
some people in the process of changing from one job to another. Also, at
all times a considerable number of jobs are vacant because the right per-
sons have not yet been found to fill them. It would be helpful to have
adequate statistics on the total number of job vacancies in the economy.

The Burcau of Employment Security also compiles statistics on uncm-
ployment. Its figures on insured unemployment and initial claims for
unemployment insurance exhibit the same gencral movement of unem-
Ployment that has alrcady been described (Appendix Table D-20).
Insured unemployment was unusually low during the first nine months of
{953, dropping to a weehly average of 830,000 in September. For the next
six months, the rise was much more than seasonal; the weebly average n
March 1954 was 2,389,000. Seasonal reductions occurred from April
through September, but in the last part of the year the rise in insured un-
employment was smaller and occurred later than usual, as the "°m,‘al cur-
tailment of outdoor employment was offset by gains elsewhere, particularly
in durable goods manufacturing. The monthly averages of insurcd unem-
Ployment for November and December 1954 were 1,643,000 and 1,869,000,
respectively, but initial claims for unemployment insurance in these months
were below the levels of a year catlier. The statistics of insured unemploy-
et 1oan v ou . ik the amennt of unemployment among

Covered ‘mi’l;‘yme:u Eor &e continental Unitcd_Smcs,
States it was less than 3 percent, and in nine it was
(Chart B-3). o -
The principal cause of unemployment in d.uzsc States in w};]:c}tx c:::!c:l:h c;); ,
ment rates were highest was depressed conditions in th:d?o ’d e s
or apparel industries. Unemployment rates in most lea 1";{“0 g
producing States were close to the national nvc;nsg;, althoug]
Becn well below the national average in 1?5;:& 1933 o
In some areas, the impact of unemplo ater than 3
“‘Cds“:;n;tatc ::'eracgu. P'I'hc problems of the communitics wher
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Pployment rates were highest did not arise solely from the recent contraction
fngtm:ral business activity, They were often related to long-run declines
in demand for particylar products, to changes in technology, or to shifts
in the Jocation of production, Among the areas experiencing consider.
able unemployment for such reasons were Lawrence, Massachusetts;
Altoona, Johnstown, Scranton, and Wilkes-Barre, Pennsylvania; Provi-
dence, Rhode Island; and Charleston, West Virginia,

. The severity of unemployment depends not only on how many are
involuntarily dle, but also on how long their idlencss Tasts,  As the total
number of unemployed rises, the number uncmployed for long periods
fises more than p ionally. Thase ployed 15 weeks and over,
2 reported by the Census, numbered 150,000 in August 1953, This group
reached 2 peak of 1,047,000 in April and May of 1954, and then fell
gradually 16 707,000 in December, The number unemployed more than
Bweeks reached 2 maximum of 400,000 in August 1954, and was reduced
10 376,000 by December, The number in this group remained lower
roughout 1954 than it had been in the frst half of 1830, when it seached
481,000 persons at its high point.

As extended unemployment rises, so does the number of the insured un-
cmployed who exhaust their benefit rights. Not all such persons remain
unemployed, however; many soon find employment and others leave the
labor force, For the continental United States, the number of persons
"eported by the Bureau of Employment Security as exhausting benefit
rights was approximately 50,000 a month from August to October of 1953.
This number rose rapidly from December 1953 to April 1954, when it
reached 156,000, and then increased gradually to 171,000 in August. Be-
ginning in September the number of exhaustions began to decline, and by

November it had dropped to 141,000. The number of exhaustions in the
it cleven months of 1954 was 1,610,000 The proportion of insured
unemployed who exhausted benefit rights tended to be highest in the States
whose laws provided benefits of shartest duration, .

The jon of 1 i benefits and th; mcr:a::f:
difficulty experienced by marginal workers in finding jobs cavse som
in the num{:r of persoyns ided under State and local general assistance
Programs (Table B-8).

‘Tasre B-8.—Number of persons seceiveng general assistance
(Thausands of persons}




There was also an increase in partial unemployment ealy in 1954
Workers ordinarily employed full time who worked less than 33 hmx.ni
weck on all jobs because of economic factors may be regarded a8 “pardall
unemployed.” The number of such persons in nonagricultural industrie:
apparently reached a peak in March 1954 and thereafter dacl'u.lcd sk
stantially (Table B-9). The concept has less significance for agriculture
where the series has moved irregularly because of seasonal changes. Th
number partially unemployed in Noverber 1954 was about the same ath
December 1953.

Tasre B-9—Partial unimployment of usual full time wwarkers
[Thousands of persons, 14 years of aga and over]

ersons whoususlly wark falltizest 8
Persons who 0 e xoricd (X
‘because of econ0mie !

Area xample and month

Grares sampler
1533 Moy embe

1983: December_., 22211 I

Angusy
November.

* 1 Less than 35 pours In the survey weer.

Bourcs: Depactment of Camzerce. -

The'incrrﬁse in unemployment from 1953 to 1954 was also accompasied,
by an increase in the number of persons temporarily Jaid off {with jnstrucy
tions to report back to work within 30 days) and not seeking other work,
while iting recall. By long. ding practice, these persons are not;
classified as unemployed. Temporary layofs began to rise in late 19534
and were over 400,000 in January 1954, From February through July,
they varied between 200,000 and 300,000, more than 100,000 above the
levels of the preceding year. In ate 1954, temporary layoffs fell again to 3
Iow level (Appendix Table D-18). :

Averace Hours Workep Per Weex

The average number of hours worked per week in manufacturing it
usually an early indicator of changes in business activity, betause adjust
ments in hours <an be made more quickly and easily than adjustments 12
employment, Average weekly hours of production workers in manufac
turing, which had been 41.7 in December 1952, began to fall in the fint
months of 1953 (Table B-10, Appendix Table D-23, and Chart 20, p- 39
By carly 1954, the average was below 40 hours, and in April it seached e
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Tasiw B-10.—Avcrcge wedly howrs of work'in seleted industries
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llzgp"“]‘::f {391), somewhat above the Jow point of 38.4 reached in April

o lhantm:x’y also began carly. After April 1954 the workweek vose
The dccﬁ“‘“‘.’mu)', reaching 40.5 hours in Decesnber.

industies “';“‘ hf)\m between 1953 and 1954 was largest in durable goods

Decanbe:- 1“9 ;,‘n: it reflected p‘vrimar'xly the decline of overtime. But by

i ot the workweek in these industrics was again at 2 tevel indi-
. oncidemhln apertime wnark

"

awAa UL APII 4303 WO Apis 1uw i Beb e

Wace Rates anp EArninos
du?;;mge hourly earmings of production workers in manufocturing i1
level es moved upward modcrately after mid-1953. The December 193
of;) of $1.83 was 6 cents above that of July 1953 and 3 cents above that
of December 1953 (Appendix Table S Chart 20, p. 39): Dol
¥ i ion from ber 1048 to November 1940, this
:ﬂes did not rise, As a result of the increase in hourly cnrninis 3:(11 }:l‘:
covery in hours of work, weekly amings by 12t Jab# were abo
mid-1953 levels (Appendix Table D-25). From B July 1953 lc;;:) ;[f,
$71.33, weekly earnings rosc to $72.36 in Deccmbes put they fel 10 $7023
by April 1954 as a result of shorter hours. They xubscqucmly rose
new al.time high of §74.12 in December 195% -
ahoumd" ‘manufacturing, houtly carning? oward the end of 193:;:1::“ : ‘sly
ove the louels of mid-1853, except in mining c by
no change. A:ua:: hourly - arnings in building c(;‘nstruocs:osncl:f;w ‘:::r_
from July 1953 to November 1954; in e ade 6 1223 S0 53 1o
age hourly earnings in Class T Railsoads rose

October 1954.
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Within manufacturing, the rise in average hourly earnings for most majer
industry groups was larger than that of the all-manufacturing averge.
The latter was held down because employment contracted more in g
wage than in low-wagc industries. In durable goods manufacturing, whert
the average rose 3 cents from July 1953 to July 1954, the rise was 4 canset
more in nine of eleven major industry groups, and 5 cents or mose b foue
of them. Within many individual facturing industries, wage 24
rose more than average hourly earnings, which were held down by rodee
tions in overtime work at premium rates. 5

During 1954, a Jarge proportion of the general wage increases negotiated
in collective bargaining amounted to 5 cents an hour or slightly more, often

panied by some imp in pensions, i Plﬂ-'.‘s:"“"h"
fringe benefits. There was some tendency during the year to Improve o
preserve the relative earnings position of skilled workers by means of spwrll
wage i or general i Many workers in the baﬂf
steel, aluminum, aircraft, electrical machinery, shipbuilding, steel falzn-
cating, meat packing, rubber, pulp and paper, and telephone industi®s
among others, received wage increases in 1954,

In addition to the wage increases that were negotiated, increases of §
cents an hour were received by workers in the automobile industry and
by some workers in the aircraft and farm machinery industries under ¢
terms of the “annual improvement factor” clauses of prior long-ters®

Since the price index declined slightly during
1954, wages decreased 2 cents an hour under the “escalator clauses” of thest
agreements, leaving a net gain in money wages of 3 cents an hour, A num-
ber of )7 clauses were di: inued during the past year. The wages
of approximately 2 million workers are now linked to the consumer price
index, one and a quarter million fewer than a year ago.

‘Where firms or i ies have expesi d persi di ies, unions
have in some instances foregone wage increases or accepted decreases. Since
mid-1953, major contract settlements without wage increases have been
made in the textile dycing and finishing, footwear, and pottery industries,
and agreements in coal mining have not been reopened. In the full-fash-
ioned hosiery industry, employer contributions to pension funds have been
discontinued. In the wool textile industry in the North, wage cuts of 7
cents an hour and up were accepted by unions after arbitration or after
wrikes., Warker, of twa amnmobile firms voted to discontinne incentive
wage systems that had kept ings on some jobs sut ially above earm-
ings for comparable work elsewhere.

INpusTRIAL DisruTes

The time lost in industrial disputes during 1954 and the number of
workers involved were at the lowest levels since World War IL Durirg
the year, 3,450 work stoppages involving 1,500,000 workers were yeport
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by the Burcau of Labor Statistics, compared with 5,091 stoppages involv-
ing 2,400,000 workers in 1953, The workers involved in these disputes
were idle 22,000,000 man-days in 1954, compared with 28,300,000 in 1953,
‘These figures are 0.20 and 0.26 percent, respectively, of estimated working
time,

IIL. Price Changes
Price Stapirry Durine 1953-54

The apparent stability of prices in the face of falling manufacturing and
mining activity was one of the striking features of the recent contraction.
Since mid-1953, the indexes of wholesale and consumer prices have fluc-
wated narrowly around horizontal trends, although the latter index, for
.technical reasons, may have failed to reveal fully the downward adjustments
in the terms of purchase of durable consumer goods (Chart 24, p. 41 and
Table B~11). Because of the over-all stability of prices, the inveatory ad-
Justments during 1953-54 were not aggravated by adverse expectations
concerning prices such as often tend to develop when economic activity
declines.

Taste B-11.—Changes sn prices

Percentage change ! trom—

1053 10 1854

Wholesale brices: All commodities. = +.3 +.9 '; o
Farm products. -L3 -
Processed {c +7 '3
Other than fagan pr Fa + +
Coosnmer prices; Al ttoms +1 +38 .
A SN s B

3 $hanee based on index (194749 100 for each group.
* Indexes for 1954 based mSA data through November,

Bource: Department of Labor.

s . . S igh and well main-
The primary factor making for price stability w?s :‘1: }:i:li, e industrial

tained level of final demand during the past ye2! s indusi
activity first declined and then entered a new phase of expansxon“:ngth-
the end of the period. An ' ¢ i-ienendent influences also st -
ened prices in primary mar . . k
products. These included g----- . e
frim and the viorous sEmorie S, T L i, i
h post-Rorean adjustmentd WG oy oo ot their mark on the
had occurred prior to the contraction of 1953-5%, 2

behavior of prices during the contraction
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Induitrial prices ond their interselations .
Industrial prices were atable on the averags during (he coatraction gl
because they kad fatlen during the preceding two years {Chat 25,1 .
The drop that occurred n the prices of vaw and sexsi-processed iodusd
aterials between enly 1951 and carly 135335 especially 00!
26, p. 42).  Wide swings in these prices are sronmsl during busties
berause current and anticipated changes in the demand for fndt prodict
are magnified i primary markets through inventory i
oug stages of propdncﬁon and v o, The sk feature of 1
.- B . adjustmcn:inpxiwaimdus
. . el a i
completed before the contraction begad 5
particulasly true in nondural ing, where prics d bﬂz'
P tcrials and finished goods had dectined sharply dacing 1931 424 15
aficr the foxwazd buying of the early noths of the Korcas contliet had ™
its course. In cantrast, the prices of smany durable smatesials a8
\which are wswally more stable than hase of nondurables and which ¥&*
strongly influenced by defense production, leveled off or rose gradually due
ing 1951-52, and then maved up slightty after price controls were seazored
early in 1953, Prices of most finished dusable goods and sorog D3
held steady dusing the subscruent contraction and reecves ¥ et
most wetals dropped et ! .

tavity, nad beent vim;;sll)‘v

. Lt

Row materfals

‘The long decline in the prices of basic raw materials was arrested late
in 1953, and the index began to rise eatly in 1934 {Chart 26, p. 42). The
expansion of Westera European production was partly responsible for this
upturn.  Rising foreign demand helped to increase the prices of nonferrous
snetals and natural ubber, and to cushion the decline in wool prices-
Domestic Factors were mose important, however: The new long-rangs
stockpile programs of the Federal Government called for larger quantities
of some nonferrous metals. Domestc consumption of qatural rubbe?
increased alfter its price declined vehative to synthetic subber during 1959
and the easly months of 1954, Finally, the contraction in manufacturi®g
which begon in wid-1953 came o 2 falt aftes the fiest quastes of 1954
25 the production of major houschold durable goods and most nond

nagufzctures recovered from winter Jows. Al these developments €02
bined to Bift the index

of prices of raw jndustrial materials during
first half of 195%, and further gains west reconded after August whnj
the increase of durable goads production incressed e dezpand f08 ﬂ:,
tesials, By the fourth guastes, the jndex of 1AW industrial ma'!eﬂ«d A
ywas B pexcent above jts first quarter fevel, The tndexes of prces of
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processed industrial materials and of finished goods remained stable as raw
material prices advanced during the first six months of 1954, but they too
rose moderately toward the end of the year,

Farm products and foods

Prices of farm products at central markets fluctuated more widely than
prices of industrial commodities duting 1953-54, and by the fourth quarter
of 195 they weve down 5 percent from the second quarter of 1953 (Chart
25,p. 42 and Table B-1 1}. Ingeneral, this behavior represents a prolonga-
tion of the downward movement that began in 1951, as a conscquence of
aPproximately stable over-all demand combined with enlarged supplies of
agticultural products, The average annual decline in the index of prices of
farm products has been as follows: for 1951-52, 5.6 percent; for 1952-53,
93 percent; and for 1953-54, 1.3 percent.

. In the Aggregate, prices received by farmers at local markets followed a
similar course, byt there were striking differcrices among the various
Ccommodity groups,  Smaller production of wheat, cotton, and corn caused
market prices to increase relative to support levels during 1954, but prices
of livestock anq their products declined substantially. Thus, in the last
uarter of 1954, crap prices averaged 4 percent higher than in the fourth
guarter of 1953, while prines of et nmdmaly senes 200 o f

e, and the parity ratio (the ratip of prices received by farmers to prices
paid by them) averaged 87 in the last quarter of 1954 (Chart B-4).

Prices of processed foods fluctuated along with prices of farm products,
but around 3 horizontay rather than a declining trend (Chart 23, p. 42
ind Table B-11).  Processed food prices tend to be less fexible than farm
ices, pardy because of additional costs incurred in processing. Wages,
7 important part of these added costs, continued to increase slightly.

Consumer Prices

The over-all stability of the consumer price index during the oontra(:tlox;
onceals offsetting movements in the prices of commodities ﬂlfd those of
trvices (Chare B-5). Also, as ok previously, the mdcxfo e ot
rices Probably does not reflect fullv the more favorable terms of p

. . e nal
icludes public utilities and public transportation, l” K: l}‘c::rsf’::,a;]
:rvices) had risen 2.3 percent over the same }ntm? iy doumward sinee
gypedity prces have difted slightly and fmegulacly dovmward sinee
1951, while service prices have increased steadily. Thes dex durng 1952
Produced 2 slight upwar;i tilt in the consumer Pnc:e m‘ *
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CHART B4
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CHART -5
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and most of 1953; after the contraction got under way, scrvice prices rose
more slowly, and the over-all index leveled off (Chart 24, p. 41).
Substantial declines in the prices of new automobiles, tires, and house-
hold durable goods during 1954 were mainly responsible for a fall of 2.8
percent in the index of prices for transportation goods and services and of
25 percent for housefurnishings between the fourth quarters of 1953 and
1954 C benefited from reductions in excise taxes on many dur-
able goods in April, and subscquent price reductions occurred as depart-
ment stores and other retailers moved to meet the competition of discount
houses. New car prices dropped in the fall of 1951, preceding introduc.
tion of the 1955 models, but the transportation price index rose 2.1 percent
in November as dealers discontinued or reduced price concessions with the
mtro‘d.ucdon of the new models. The prices of most nondurable com-
modities changed very little during the year, Apparel prices declined 0.9
percent, and the prices of foods sold for home consumption 1.7 percent,
bttw'etn October-November of 1953 and the corresponding period in 1934
Prices of many services are regulated by public authority, by contract, or
by custom, and they are still adjusting to postwar conditions of demand.
Although they have risen relatively more than commodity prices since 1947
(Ch“} B-5), they have risen less from their prewar levels (Chart B-6).
The rising trend of service prices during the recent past has reflected sus-
tained demand for services and, from a longer point of view, a growth in
the supply of services that has lagged behind a steadily increasing demand.

CHART B-s

CONSUMER PRICES ON A PREWAR BASE
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IV. Monetary and Credit Developments

Some of the most significant cconomic developments of 1954 tok pacs
in the credit and financial markets. Peghaps the most important was ¢
net increase of 10.2 billion dollars in the loans and iovestments of k\mm‘n}~
mercial banking system (Appendix Table D-43 and Chart 28, p. 48}, T
expansion of commercial bank asscts was accompanied by, and 0 a &
siderable extent facilitated, increased flows of funds from financla st
tutions into public and private construction, which served importantly
sustain economic activity over the year. The process was facllitated by
Federal Rescrve actions and by the policies pursued by the Treasuy 0
its management of the Federal debt.

EXPANSION 1N BANK LOANS AND INVESTMENTS

More than half of the over-all expansion in bank loans and favestuens
was in holdings of United States Government sccurities. ‘These umm‘*‘l
by about  billion dollars, the increase being predominantly in intermeditt
and Jong-term securities. Bank holdings of State and local goveromest

securities and of cory securities combined also i d, in thelr ¢

by L6 billion dollars, The increase of 2.6 billion dollars in totzl 1o

clearly was not due to commercial and industsial Joans; despite an jncres

in the second half of the year, these loans were still lower at the yt%aﬂﬂfx

than they had been at the end of 1953. The increases in the total wert
in large part the result of increases in real estate loans, in loans to brokess
mfd dealers and to others for purchasing and carrying securities, and t03
minor degree in agricultural Joaus. Loans to consumers were slighty
reduced.

These facts reflect the broad economic profile of the year, The move
ment of commercial and industrial loans was due in large part to the
slackening and subsequent recovery of activity in industry and trade. The
increased holdings of State and local government securities and of loans
secured by real estate represent the accommodation by the banking system
of increased demands for credit from these consistently buoyant sectors of
the economy. And the moderate increase in security loans is associated
with the rise of stock prices and the year’s heavy volume of underwriting
activities. Had not commercial banks absorbed during the year about
6 billion dollars of Federal securities, the supply of money would have grows
less rapidly, and economic events during the year might have been very
different.

Despite absorption of large amounts of Federal securities by the oot
mercial banking system, the total amount of Federal debt in the hands
of the public, including the commercial banks and the Federa! Resen®

Banks, increased by only 2.3 billion dollars during 195%. There wah
therefore, some redistribution of the publicly held Federal debt ﬂm”‘)’g
vatious types of holders (Table B-12 and Appendix Table D-46)-
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“The fargest net reduction in holdings of Federal sccurities was by “other
corporations” (primarily noafinancial 1 ¥ ). Individuals, includi

partnerships and personal trusts, reduced their holdings substantially, and
appreciable amounts were sold on balance by insurance companics and
mutual savings banks,  State and local governinents were large net buyers
of Federal securities. An important aspect of these shilts is that the expan-
sion of commerciat bank credit made funds available to insurance companics
and mutual savings banks for investment, over and above their receipts
from new savings and from repayments of outstanding loans and invest-

ments. These funds were employed to a considerable extent in
an di l f residential ion, State and icipal works,
and a continuing increase in 1 ligat

T &

Tanes B-12.—Net changes in the ounership of the publicly hedd Fedaral debly
Deanber 31, 1953 to December 31, 1954

{Par valos, bililons of dallan)
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Bousees: Treasury Department and Council of Economio Adelsers:

‘MoNEY SUPPLY
Rising bank holdings of loans and securities were crucial determinants
of changes in the money supply during 1954, although other factors al;
had a bearing (Table B-13 and Chart 27, p.43). As measured by the 0

s Bt3Net changer in the mongy supply, 195554
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of adjusted d d deposits {exclusive of G and interbark d
posits) and currency outside the banks—the conventional dcﬁnitim} of the
active money supply—; ¥ fon was iderabl greammﬂ_ﬂ
than in 1953, and only a little less than in 1952, In fact, thc_ expanson
of demand deposits in 1954 exceeded that in 1952. The t‘!cc\n?c.m ar.

. S S
Bank ReSERVES AND FEDERAL RESERVE PoLioy

The 1954 expansion in bank credit and in the money supply was po*
sible only because the commercial banking system was adequately f‘fPPh‘g
with reserves.  The policies followed by the Federal Reserve authorities a¢
the movement of member bank reserve balances are important elementy
therefore, in the year’s financial developments {Charts B-7 and B-8).

During the opening weeks of the year, commercial bank reserves vet
augmented by a substantial return of currency from public circulationy

reflecting cyclical as well as seasonal factors, The objective of Federal
Reserve policy in this period was to absorb part of any reserves arising from
the currency inflow and from other reserve-expanding factors, and yE_l.W
intai) d ial bank reserve position. Federal securitis
first three months of the year; were held it

were sold, on balance, in the

CHART B.7

FEDERAL RESERVE BANK CREDIT
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CHART B8

MEMBER BANK RESERVES AND BORROWINGS
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April at about the March level; and then were purchased, oa balue, b
AMay and June. Other factors affecting the reserve position of meixt
basks from the beginning of the year until eady June were a dafze B
deposits, which reduced the amounts of reserves required tobehddbye
banks, and 2 net outBlow of gold. The combined effect of all thess ks
was 10 leave the reserve position of the member banks approsisitdy &
sawe in easly Juns as it had been at the year's beginning, but intham:fm‘
there had been a decline followed by an increase in excess and e
reserves.  These were relatively low in carly February, but increased By
steadily from then until the middle of the year (Chart B-8).
Sieps were also taken in the first half of the year to bring the lending riis
of the Federsl Reserve Banks more closcly into line with open market s
interest, which had been declining more or less continuously. In Februx?
1954, discount rates charged to member banks were reduced from 2 pert
ta 134 percent, and buying rates on 90-day bhankers’ acoeprances fro2 2
to 13%; in April-May, rediscount rates were again lowered, this gmeto lit
percent, and buying rates on acteptances were reduced to 12 percest:
Important policy actions were taken in the second half of the 755
when a series of reducti in reserve regui was made, acra
panied by open market operati Rescrve requi for time &
posits were cut from 6 percent to 5 percent for country banks ca June 1§
and similarly for central reserve and reserve city banks on June 24 03
the latter date, the reserve requirement for demand deposits in centrl
reserve city banks was reduced from 22 percent to 21 percent, and this
change was followed shortly by three additional steps: the requirement
for central reserve city banks was reduced from 21 percent to 20 percent
on July 29; the requirement for reserve city banks was lowered from 19
percent to 18 percent on the same date; and the country bank require-
meat was cut from 13 percent to 12 percent on August 1.

Although these actions freed approximately 1.6 billion dollars of reserves,
the volumes of excess reserves and of “free” reserves were relatively un-
changed as the Federal Reserve Banks sold or redeemed about 1.0
billion dollars of securities in July and August, and other influences alo
tended to deplete reserves. These open market sales served to lessen
the immediate impact of reduced reserve requirements on the money
market. Net purchases of securities were made over the remainder of
the year, as other forces—notably a net outflow of gold and a drain of
currency into circulation—tended to absorb reserves and as an expansio?
of deposit Liabilities increased the amount of reserves which the baalt
were required to hold, It is important to note that almost all of $¢
1954 expansion of bank assets and lisbilities took place in the second il

of the year. Excess reserves remained roughly stable, although toward
ing from Resenve

the end of the year they declined ‘hat and T
Banks increased. A\trysmaﬂdscinmon:ymark:tmtdandbﬂﬂdiw
occurred toward the close of the year,
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Taxx B-14-Factus fti
utisg manlar baxk s,
Diamtaly sreng of &ag ;:“"5" 1953 ta Daconla 1954

Nort-—Eom
[y oliog sesomu or the Clscrepancy besween tha escras of Comrvadtn
Board ot o v Eocrrasiag tarsrs
vernors o Lt Tedens] Reserve 55

A convenient recapitulat
mfam over the )mprd:‘f:;f the changes a member bank resesve bal-
in ¢ mgmmhcrbmkc is given ia Table B-1% The principal

cireulation of something rescrve balances were 2 decrease in moncy
0 wilion Gl o ooy 2o raillion dollazs, a decrease of about
Federal Reserve reasury and nonmember bank deposits at the
advances 1o ‘Banks, 150 willion dollar increase fn discounts ad
4 others than discounts an:
increase in Treasury mmember banks, 2ad close to a 100 million dolla?
nearly 700 millio f{“ rreacy oustanding. Together, these factors added
wequired Mr:: fum o member bank reserves. The amoust of
redicnd v i by roughly 700 million dolars, as the effect of
tise in deposit haleﬁmm ents in releasing reserves was partly offsct by 2
was being reduced "Mt the some tize the volume of reserve balanecs
dolars, by a redug by a net outflow of gold of something over 300 million
securities by th ;“;: of over 700 million dollars in holdings of Government
tion I saatos b:nk‘a‘ Reerve Banks, and by a 200 million dolar reduc-

The fact that borrowing from Reserve Banks.
over the 't excess rescrve balances were virtuzlly unchanged oo balance
through oo reflocs madequately the active policy of eredit <52 followed
way P _‘Yﬂuof(hispcﬁod. Aspoint:doutaboVE,dﬁsPoliw
Labilities, s a substantial exp: '"ofbankcredi:mdofdepcsiz
tonote ‘}l‘:h‘ch entailed a greater commitment of reserves. Itis interesting
rmtas, b, t,if it had not becn for the midyear ceduction in resen FEUIS

ients, the volume of resesves < ed at the year's end would have been
bigher by around 1.7 billion dollars-

Boxp YIELDS AND InTEREST RATES
resulted in readier availability of Joan funds
during 1954 (Chart 30, p- 45). For some

The policy of credit ease
and lower borrowing €osts
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nonths during the year, interest sates and bond yields continved the dowz-

ward trend that had begun in June-July 1953 The persistence and the

degrec of the 1954 decline varied in diffesent sectors of the market. The

rate on new issues of Treasury hills reached a fow point in Junc; it subse
quently increased and ended the year at just over 1 percent~the st
level as in the early months of the year but substantially below avenge
rates jn 1953, The rate on prime commercial paper, also a dortiem
obligation of high quality, did not reach jis low point untll August,
which time it stabilized a¢ 14 to 1% percent, Here, alo, moey crted
1954 were substantially below the 1953 Jevels, i o

Tn the Jong-term sector of the masket, the movement of bond yidds d '

Jowed somewhat the same pattern, but with less ampl}tudc,‘ The )“.1 :
the 34 percent Treasury bond maturing in 1978-83, which was ”L
May 1, 1953, felf to approximately 2.6 percent in August 1954 and ¢ f
quently showed a slight tendency to rise. The downward movement
yields on high grade municipal bonds continned into August, and that, Ws
was followed by a slight upward movement. Borrowing cost of 5!2}6“{
local governments were substantially lawer than those that qxavm!td z
mid-1953.  Yields on high grade corporate bonds teached their low pod*
in April, earlier than did the public issues, and held steady over e
remainder of the year, also at a level appreciably below that rea e
in mid-1953.

The rates paid by business concerns an short-term loans also were reduced
in 195¢. The average rate on short-term business loans, reposted by banks
in 18 cities, was 3.56 percent in September, contrasting with an average of
3.7 for 1953 as a whole, 2 modest decrease charactenistic of the relathel)
sluggish movement of customer loan rates. A more pronounced chang®
oceursed in the rates paid by leading finance companics on their direc
placements of finance paper with banking institutions and with other in
vestoss. This rate fell from slightly over 2 percent in January 1954 to 1.2
percent in July, at which point it remained over the rest of the year. Rate
on this type of paper avesaged 2.33 percent in §953. These reductions in

- .

- S e e e ey e om aeols

Ahhough i¢ and reliable inf ion on the of rates
and yields for urban mortgage loans is not available, scattered informs:
tion suggests that financial developments after August 1953 were favorablt
to an increase of building activity. ‘The increase to 4¥; percent in M2y
1953 of the Interest rate on FHAinsured and VA-guaranteed mortgat®
served to alleviate somewhat a shortage of funds in this market it
had threatened seriously to hamper building activity; insured md'glﬂl;
anteed mortgages sold at increasing discounts as interest sates rose i ;«
fist half of 1933. This d d of gag F"‘“J‘;a
checked shortly after the middle of the year, and for the rest of 1953
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much of 1954 they moved closer to par.  The trend of yields reflected con-
ditions of availability of credit in 1954 that favored an increase of building
ativity, The part played by the commercial banking system in these
developments of the money and capital markets was highly significant.

Consumea Creort

Tn the first quarter of 1954, additions to the flow of consumce expendi-
tures generated by new extensions of instalment credit were less than the
drain on consumer income arising out of repayments on old contracts, with
the result that consumer instalment credit was, on balance, 3 contractive
factor in the economy (Table B~15 and Chast 29, p. ). This was

Taste B-15.—Net changes a eonsumar instelment and norsastalment credit wtstanding

1Milons of doltan]

Net change la—

*Prelminucy.
3 Advises.
Souce: Bourd of Govermors of the Federsl Reseeve Sytera a0 Comscilof Beosomls

B . 5 . er
sharply in contrast t the situation in 1953, when C‘t’:’“:;m
credit was g consistently expansive factor. The ImPaSt 9 T Uhpatment
on the economy changed in April, however, when u:, 1n the following
credits came approximately into balance with xcpaymc: b‘y varying Amount:
eight months, new credits were in excess of rcPaY:““ . atalment credit of
The impact of the aggregate of instalment an ;:Zle in the first quarter
consumer expenditures W3 contrsctive, 8 d:ley‘:wnef:dal 10 the recovery

distinct

(]\f 10584 hat the net rﬂ'rl,ct later was di o W vear. e s

[ . ;
credit contracts. Delinquencies, 4>
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Association, were somewhat higher in the first half of 1954 than in the fnt
half of 1953, but not significantly so. In almost all categories of consuna
instalment loans, delinquencies were Jower in 1954 than in 191950, The
favorable 195+ record may doubtless be attributed in part to the fact that
isposabl i income i 4 over the year.

A

{3 F

Issugs or CORPORATE, STATE, AND MUNICIPAL SECURITES

Offerings of State and municipal securities increased sharply in 1%,
reflecting the increase in capital outlays by State sad local govermmeat
(Table B-16), The gross proceeds of corporate issues were a0 higherin

TasLE B-16.~Secuitier offerings, Jomury bo Nooembsr, 1953 wnd 1954

{#ilions of dofiars|
3 s
Security 'm.i‘.‘.f‘&’ﬁm Novemtes
e
il
Btate pad munlirins] gecaritles (prineifal amANDLE).. .o s vananeemnser-] 4,781 bveg
(5T033 proveeds). - TR
New money 6,547 o
P00 A0S OANIIOIE e e eema oo memesreenoman] ( £,6356 4
Workie camit e e 2010 s
Rotfrements of 18
S P e & »

Sousve: Sectrities nbd Exehange Commission,

the first eleven months of 1954 than in the corresponding period of 195%
but this gain was due wholly 16 an increase in refinancing issues, which wa
probably stirnulated by the lower level of interest rates. The over-all volume
of corparate securitics issued for new money was somewhat lower than in
1953. The decline was limited entirely to issues for warking capital pur-
poses; reflected in this fact were the considerably reduced demauds of sales
finance companies. The volume of funds abtained for investment in plant
and equipment, on the other hand, was higher in the period from January
to November 1954 than in the corresponding period of 1953.  Only a high
level of confidence ou the part of business could account for the fact that
while the y was undergoing some ion, many corporati
made increased demands on the market for funds to expand or modemi®
producing capacity.

Developments in the market for existing shares were of a more specta
ular nature. The Securities and Exch Commission index of
prices, covering 265 common stock issues, rose from its 1953 low of 183’
{1939=100) in September to 268 in December 1954, an increase of p:x
pescent (Chast 31, p. 43), Trading volume on e New York 500
Exchange increased from a daily average of 967,000 shares in July 18 -ty
a daily average of 3.5 million shares in December 1954, The “’f‘c’l‘:w
zapid increas in share prices resulted in a sharp decline in the 3
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st d:lhfwdy index of yilds on 125 industrial eomszon stocks (ratios
ber3L, 1954, tomarket price) was 4,09 percent for the week ended Decem-
, 1954, contrasting with the postwar high of 7.29 percent in May 1949,
. For ‘}fc ):dedcd.Dmbc_r.ZD, 1954, loans to brokess and dealers for
dm;mb’ imld camrying securities (?lhcr than U, S. Govesnment obliga-
for 80 lmwu)’ reporting banks in New York and Chicago (which account
P milliondou:;mum of such loans of reporting banks) increased by
5 b’ s ta kot:f! ?f 1,518 million dollars, and comparable loans
Aounts owed wb)' 155 million dollars, to a total of 482 million dollars.
tining smargi wmmb"ﬁrm_!ofthcl\'cw\’orksmck Exchange main-
end of h’?“mx‘“ 1;;-* by their customers were 22 billion dollars at the
billion domm‘b“ , contrasting with the 1953 low, in January, of 1.3
The upward movement of security prices and the volume of transactions
ted in the closing days of the year and in the first days of 1955

Tavi
 Inview of these developments, the Federal Rescrve authoritics at the close

of bust
0 usiness on January 4, 1935, increased the margin requircment from
to 60 percent.

MoRrTCAGE CREDIT

m;?hl:gh 1;"1 of construction and seal estate activity in the past year
s tandinvy emands on finance. During 1954, nonfarm mortgage debt
ease in g rose by 11.3 billion dollars, with the greatest percentage i
o cbt on homes (Appendix Table D-41)- Nonfarm mortgage
menths g of $20,000 or less rose by slightly over 10 pereent in the first ine
months of the year, but still larger developments were suggested by some

' Tari ty4 -weeriea] requests WEre 113 per-

v Gt Y f

role e large volume of home building in 1954, which piayed < =5 t
i in sustaining the economy over the year and which, after allowance
for seasonal influences, was still rising at the y& be attrbuted
Zvﬁ’g‘ patt to the ready availability of cr

? uals financed their purchases of homes on

onger maturities in 1954, and financial institutions showed
willingness to fnvest in home mortgages °% these conditions-

shove, the yi i Jed to declin
,theyields on mortgage mveSEROnS L pariculaly B0 UL

dit on liberal terms- In-

but the af .

ttractiveness to lendess of home mOTtgagess .
fegted 1 T 1o -1 incmeance of qUATARICS: selative to otheF Jong-term invest-
me .

e gy o e
to the volume of savi ‘Howing into v

savings flowing i - s -
savi jati wEVErs " 8 "
e asocatiotl, o sac abouit without imposinZ hig]

mortgages in the capital ‘market, which



current interest costs on borrowers and in some cases in the face of declinig
current interest charges, played a major part in easing the bome mortgegt
situation,

TreAsurY Dent MANAGEMENT Pouas

During the year the Treasury followed the policy of restricﬂng. et
to those of intermediate and short term, thereby working cooperativly wil
the Federal Reserve in its policy of credit ease. The effect of Treasury
policy was that it avoided interfering with the demands for long-term fuds
arising from the rapid expansion of private and State and local constretos.
The satisfaction of these demands for funds was a major factor .b‘olhllﬂ
moderating the contraction in late 1953 and early 1954 and in {acilitating
the recovery movement. '

The

the dek
In all £
May, A _ A .
security as well as the usual one-year certificate; and the two major ud
financing operations—in May and Qctober—were accomplished through
the issuance of intermediate-term notes. Around 31 billion dollars of tht
Treasury securities issued through December 1954 were beyond the one-yest
area. As n_result, the average length of the marketable debt rose over the
year, reversing the steady six-year decline which virtually ended in 1952
and leveled out in 1953, and the floating debt was reduced.

V. Government Finances

Federal expenditures were reduced during 1954. On the other hand,
expenditures of State and Iocal go rose, as these gov con-
tinued their efforts to meet the need for public improvements and services
resulting from increased population and the deferral of construction during
the war years.

Although Federal expenditures were cut in fiscal year 1954, the Federal
debt continued to rise. The gross debt of State and local governments also
rose during the year, but—taken in the agg these governments ap-
pear to have increased their holdings of cash and securities by almost &
much as the increase in their indebtedness,  Much of these increased liguid
assets was beld in sinking funds and trust fund accounts; a part took the
form of larger working capital balances.

ForMs oF GOVERNMENT AGCCOUNTS

Government accounts can be drawn up in a number of ways, each method

serving a different purpose. Conventional administraﬁv:‘budgﬂl are
by Federal, State, and local governments in the formulation n.f their a
programs. Consolidated cash budgets are set up to reflect differencet
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the cash income and outgo of the government under consideration.  Finally,
an account can be set up which employs the estimates of gorernment receipts
and expenditures that are reported in the national income and product
accounts, as prepared by the Department of Commerec.

These three sets of accounts differ significantly, both in the way they are
constructed and in the view they give of governmental operations.  For
the Federal Government, the conventional and cash budgets arc developed
{mm accounting records; receipts and expenditures as shown in the national
income accounts, however, are budgetary data suppl d by esti
developed to adapt them to the needs of national income accounting. For
State andlocal g there are no consolidated jonal budgets,
and the cons?lidalcd data on a cash basis and on a national income basis
are partly estimated. Receipts and expenditures a3 shown in the national
l:lwme accounts, and to a certain degree as shown in the cash accounts, are,

ercfore, subject to the same type of reservation as the estimates of gross
national product. ~ {See Appendix B-I, pp. 84-85.)

Feoerar, Fivances: CONVENTIONAL AND CASIT ACCOUNTS

Ian;.ij}al finances may be considered first in terms of the cash statement.
' e year 1934, cash expenditures of the Federal Government werc
' Tuce substantially from the postwar peak reached in fiscal year 1953
(Table B-17); cuts in national security expenditures accounted for the

TABLE B-17.~Federal receipts and expend: Conpentional budget and consalidated eash
statement, 1950-56
{Fiscal years, billions of dollars}

1058
‘Recelpts or expendltures jom | weon | aess | 1ese [ ety

mated)|

as| sua| s8] @71] 29 0.0
98] Wi s wsl s 624
ol —oal —zal -e8 -3¢

wo| ns| ns| 88 .8
FAR-G R HE R B
53} —03| =34 0.6

SBurplos or deficlt {-

lNcm surplus of 54 million dellsca.
s o7~ Detal wil ot mecessartly add ta totels bacsuse o frousding
ourees, Treasury Department and Buresn of the Budget.

bulk of the total reduction of 49 billion dollars. A further reductions
cstimatod ot 2.9 billion dellars, is being made in the CATels fiscal year
For fical year 1956, cash cxpenditures are estimated 2 3.2 billion d:ill?ox;
g‘;‘ is, 0.8 billion less than estimated for fiscal year 1955, but 8.6

clow fiscal year 1953 (Chart 3, p: 8)« )

Cath reclpts for ﬁséal year 1854 ). ¢ 71.6 billion dolars, ap:lmic;fl?;?i
equal to those of fiscal year 1953, Receipts 'gid not fall in fiscal ¥
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current interest costs on borrowers and in some cases in the face of declining
current interest charges, played a major part in easing the home mongige
situation,

TreEAsury DenT MANAGEMENT PoticmEs

Duting the year the Treasury followed the policy of restricting s s
to those of intermediate and short term, thereby working cooperativly wib
the Federal Reserve in ts policy of credit ease. The effect of Treasuy
policy was that it avoided interfering with the demands for long-lem in}lﬂl
arising from the rapid expansion of private and State and loca constructa
The satisfaction of these demands for funds was a major factor .bji'h““
moderating the contraction in late 1953 and early 1954 and in facilitatng
the recovery movement.

The Treasury was able to pursue its policy of improving the su:uct A
the debt even though it offered no really long-term security during 1654
fn ail four of the major Treasury refundings during 1954—in Februarty
May, August, and December—investors were offered an intermediate-em
security as well as the usual one-year certificate; and the two major wh
financing operations—in May and October—were accomplished thru!
the issuance of intermediate-term notes. Around 31 billion dollars of th
“Treasury securities issued through December 1954 were beyond the oneyeH

area.  As a result, the average length of the marketable debt rose over the
year, seversing the steady six-year decline which virtually ended in 19
and leveled out in 1953, and the floating debt was reduced.

ure of

V. Government Finances

FPederal expenditures were reduced during 195¢. On the other hand,
expenditures of State and local governments rose, as these governments con-
tinued their efforts to meet the need for public improvements and services

lting from d population and the deferral of construction during
the war years.

Although Federal expenditures were cut in fiscal year 1954, the Federal
debt continued to rise.  The gross debt of State and local governments alse
rose during the year, but—taken in the aggregate—these governments ap-
pear to have increased their holdings of cash and securities by abmost
much as the increase in their indebtedness.  Much of these increased iquid
assets was held in sinking funds and trust fund accounts; a part took the

form of larger working capital balances.

Forms or GOVERNMENT ACCOUNTS

. od
Government accounts can be drawn up in a number of ways, cach et

serving a different purpose. Conventional administraﬁvc‘ budgets 21
by Federal, State, and local governments in the formulation o.f dlﬂfc e
programs. Consolidated cash budgets are sct up to reflect differsn
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The deficit in the cash budget of the Federal Government for fiscal year
1953, when national sccusity expenditures were at their post-World War IL
peak, was 53 billion dollars.  Cuts in expenditures reduced the deficit
to 02 Pﬂﬁon dollars in fiscal year 195+ Despite a continued drop in
expenditures, the cash deficit in fiscal year 1955 is expected to be 24 billion
d°n§ﬂ. ?rimaﬁly because of the loss in revenues resulting from the recent
decline in economic activity and the tax reductions made last year. For
fiscal year 1956, a cash surplus of 0.6 billion dollars is expected, as expendi-
tures are cut further and receipts rise in response to cconomic expansion.

The margin between expenditures and reccipts of the Federal Govern-
meat during the past few years has been considerably larger in the con-
ventional budget than in the cash budget (Chart 3, p. 8)- Unlike the
cah budget, the conventional budget includes intra-governmental trans-

. ations and eliminates the transactions of the Social ‘Security and other

TazLe B-18.—Effect of financial operations on the Federal debt, 1952-58

{Fiscallyears, billions of dollars]

(neluding tnvest

ments) of -
t, excluding gusmoteed securitles beld bY

!Inchudes chunges 1o the cleering scooun for cutstendlas “ebecks, neb sxpenditures
o, and other
wagesites Lsued o guamateed by the LN

l:u.—n-uu will not necessarily 834 to totals becauso of roundlng
arees. T ST W meyr et the BadRet

tutfunds, . ¢ - .

the conventionas wugrs g-r-=+* .
budget of the impact of Federal finances 0% th; :gl{:of:;’é,[l'aﬂﬁon dollars

tional budget, the Federal Government ran 2 i 1 year
in fiscal year 1053, This was reduced to 31 billion dole i b n
1954, and is expected to be 4.5 billion dollaxs in the U T ed to be
fisc e D Prtr 1w the conventiona! budget 3¢

24 .

S ;
T oted to 259.1 billion dOUAT 25 T a0l budget CRuee T r
Although, as pointed out 20% &0 o e debt increased by only 7 bil-

e e e ecal year 195% % Pliiion of the deficit was financed
- In fiscal

g;nd_r;o 2661 131:0; edg}!::;f,jﬁf 50 2 slance (Table B-18).
wing do
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year 1954, the Federal debt increased by 5.2 billion dollars, to 2713 billo
dollars.  Of this increase, 3.1 billion represented the amount necessary to
finance the budget deficit and 2.1 billion represented the net effect of
increase in the Treasury's cash balance Jess minor offsetting items.
The net cash borrowing of the Federal Government in both years wis
considerably less than the increase in the Federal debt, maindy becauss pat
of the increase consisted of securities issued to trust funds and governuent
agencies, and another part reflected accrued discount on savings bords azd
bills. Were it not for year-to-year changes in the Treasury's cash balao,
the net amount of cash borrowing from the public, or of cash repaymenisd
the public, in any given year would closely approximate the cash defict

or cash surplus, for that year.
STATE AND Locat. GovERNMENT Finances: Casu ACCOUNT

The combined cash expenditures of State and focal go\'c.mmf"u( )
clusive of Federal grants-in-aid) were 222 billion dollars in fiscal yest

TavLe B~19—Consolidated cash statements of Federol, State, and local governmentsy 13-4
{Flacal yesrs, billlons of dolars]

Reoolpts or payments f 1950
Federal Government
Cash recelpts. e e Y
ayment -0 LTI an
Federal cash gurplus of deficit (~)
Btste and local governments:
Cash recetpts. 1.3
Cash payment L pres
Stato and local cash surplus or deficit (- -3
Tota] government;
Cash recelpta.. 28
Cash payment ey
-2t

Total cash surpluy or deficlt {~

1 Cash surplus of §4 million dallazs,
# Estimatea by the Gouncil of Economie Advisers on the bssld of Incomplete dota.

tn-a1d bave been d 4 trom State and

since they are Included in Federal psyments.
‘Detall will not necessarliy add (o totals because of rounding.

Bources: Treasury Depactment and Bureas of the Budget {except a1 noted).

Fuss

1953 and 24.3 billion dollars in fiscaf year 1954, Both current operatidf
expenses and capital outlays increased. The increase in current expend
tures reflected higher wages and salaries and larger employment. Ex
penditures on school and road construction accounted for most of the
increase in capital outlays. Receipts of State and local governments also
continued to rise in 1954, though at a slower pace, Cash receipts «”’i_:'
penditures of all State and local governments combined have beea fary
close to balance during the past three years (Table B-19). Corresp
figures on the basis of conventional budgets are not available.
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According to preliminary estimates, the gross debt of State and local
governments rose from 32.7 billion dollars at the end of fiscal year 1953 to
319 billion dollass at the end of 1954, reflecting increased outlays on
whogls highways, and other public improvements. Borrowing to finance
selfliquidating projects was an important factor in this rise. Nevertheless,

the debtof Sate and local governments is a mmuch smaller percentage of the
gross national product than it was during the prewar years (Table B-20).

Tasex B-20—Gross Stcte and boeed gooernamert debt: ttal and as pevcent of gost nationa]
product, 1929, 1959, 1949-34

Gross debt (billions of dollar,
‘current prioes) ¥

Bopppr B
gERtil &

i3
N Ah“i: L‘;‘;’&" edt, calendar Fear for gross Hstlonal product.
3 Ireltminacy,

Norz~
&:u. Detall 1T not necessarlly 82 to totals because of rounding.
zcea: Depatment ot Comruerce and Councll of Ecovomle Adelser.

The fact that the gross debt of all State and local governments €07
bined rose enherantially ¢ 4 time when their casht budgets were F::mos;
i : 2. € ench and

expenditures, only a part of these are available 10F Lussdes
Penses or for capital outlays.
p LocAL
Recrprs anp ExpENprTUREs OF FEPERAL STATE,N::
GovEanstenTs: NATIONAL INCOME AccoV

Total government purchases of goods and se O asonalh

local—mgsc toa pcst-{)\’orld War 11 peak lion 4o 4 ;
adjusted annual ate) in the second quarte” &
were only slightly lower in the fourth quarte? &
State an lous] government puschases OIS B8 oo rends Continued, but
by the Federal Governsmeat, PUCLE re pro

¢ decline in Federal purchase
In the last quaster of 1954, total gavemmem
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services were being made at an annual rate of 743 billion dolary, or
12.3 billion less than the peak rate reached a year and a half ealier {Appen-
dix Table D-1). L.

The decline in Federal purchases of goods and services was due prinasiy
to a reduction in national security outlays. Following three years of growhy
these outlays reached an annual rate of 54.3 billion dollas n the second
quarter of 1953, more than three times the pre-Korean 1ate. By theend
of 1954, they were reduced to an annual rate of 40.6 billion dollas, the
Towest Jevel since 195§,

State and local government purchases of goods and services rosc ©© 04
billion dollars in 1954, up 2.3 billion from 1953, This increase was @
siderably above those of the preceding four years, and ap}_ﬂxtd to 'a]]

major types of goods and services purchased, with new construction showizg
the greatest proportionate rise.

Total receipts and expenditures of Federal, State, and local govemmeity
as shown in the national income accounts, arc given in Table 3—2'1 for
1950-5¢. Tax reductions and i in transfer payments (princplY
unemployment compensation and sacial security benefits) offset the recest
decline in purchases of goods and services by the Federal Govermtit
Because business taxes are shown on an accrual basis in the national incost

these it the effect on Federal receipts of the 1953
34 contraction in economic activity and the 1954 tax reductions D%
promptly than did the cash and conventional budgets. Thisis panic“\‘-“l!
noticeable in the second half of 1953 and in the first half of 1954, Fof
State and local governments, the national income accounts showed a risi"
trend of both receipts and expenditures during 1953 and 1954.

A reconciliation between Federal receipts and expenditures, as shown it
the national income accounts and these in the cash and conventiona
budgets for fiscal years 1952-54 is given in Table B-22. The concepts and

hods used in preparing the esti of gov receipts and ex
penditures for the national income accounts are discussed in detail in No-
tional Income, 1954 Edition, A Supplement to the Survey of Current Bus:
ness, Department of Commerce, pp. 14348,
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Tasis B-21,—Cosemment seccipts and expenditures as ahown in the national incoma aicounts,
195054

{Calendsr years, Llllons of dellan]
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VI. Foreign Economic Developments

In general, the expansion that marked production and trade in the Free
L‘{:}r’:u :uzs‘lde the United States in 1953 was continued in 1954, Indus-
. high]ypu' mzmt;ux:;d l'l-l strang upward movement in Westemn Europe—
cconampsnd n:achc:i‘ P from (hc dpoint of the Free World
o 1958 oves th a l'ff:nrd lc.vcl, rising 8 percent in the third quarter

e F g period of the preceding yeas (Table B-23).

T of It
a3tz B-23.~GCrouth of Westan European industrial production, selecied countries

Perocatage fncresse from—

Country of ares

Third quarter |Third quarter

1952 to 1bird | 13 to ibird
Guarter 194 1

3
]

1

SR

¢ OEEC Swtistical Dullain,

Al .
“pw::“jh some raw material prices declined, on balance the movement was
Forcign hol, orld trade volume also increascd slightly over the level of 1953,
dollars g, oldings of gold and dollars increased by an estimated 1.6 billion
The oldu ring the year, to a record amount of nearly 23 illion dollars-
the 'g arfd d°1113“ holdings of the International Monctary Fund ;t(;g
. \| " J b
willion doltars, ank for R and D ¢ rose by
dTh.u ¢ develop were lly reinforci The expansion of in-
ustrial production plaved a strong part in ‘maintaining world raw mate-
. i ‘ netining.  The

Slw:mmem credits and Eﬂ“"—", and foreign gO1G PY"" 0 heir Te-
s,ﬂst countries, especially those in Western Europe, t© 4 e e
in“’t! of gold and dollars. Increased eserves and an imP
u the trading relations among countries of_ the F‘::poljags, o
umber of nations to liberalize further . No(w;d,sm,ding uding
g ain-
;:r Unli:::;d States exp'!o;lsf :Crg:: :: i
¢ =15
i 3 stabilis? 3
conormy Wfﬂch w'as contractiots the United
ing serious

ity SR .
Unlted States economy. And i avoidi
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States economy, in its turn, of d to sustain confid hroughout the
Free World.

Rising InNDUSTRIAL PRODUCTION ABROAD

Several factors account for Western Europe’s strong performance in
industrial production in recent years. Perhaps the x’undamnn'tal ones were
greater political stability and the successful attack on inflation by S*de
fiscal and monetary policies, which led to the dismantling of ma“y_d’m
government controls. These actors combined to restore confidence in the
value of money, to stimulate savings and & , and {? encoureg
private enterprise. In the improvi here, i in plant wd
equipment and sesidential construction expanded. More plentiful sup-
plies of matesials for production helped to raise productivity. X

During the past year, production in Western Europe received a specid
impetus from sharply rising consumer demand and expanding export mar
kets. The increase of pendi was supported in some cou-
tries by the readier availability of consumer credit. It was acoompanicd
!ay only a nominal increase in price levels, because productivity advancedad
imports remained available ag fairly stable prices.

™ Nat all countrics outside Western Burope experienced a high rate of &
ease in industrial production during the year. Japanese production vt
nereasing carly f'n 1954 but leveled off in the spring, mainly owing to the
cessation of hostilities in Korea. Price inflation, which was uncheched 2
the beginning of the year, was ended by measures to tighten credit, Thest
had the effect of reducing the demand for imports and increasing exports

In Canada, industrial production follawed a course hat similar 10
that in the United Statcs, though the decline was less. Other countrics
outside Europe that did show sub: ial grawth included A lia, Brazil,

India, and the Union of South Africa, The performance in cach case
reflected the stimulus of new investment activity.

Foruien Acricurturar Propuction

The volume of agricultural production outside the United States appears
to have been maintained in 1954 at about the same Jevel asin 1953, While
coarse-grain production in Western Europe was about 4-5 percent less thas
in the exceptionally good harvest year of 1953, most other categories of farn
production held up well. Most areas of free Asia had some expansion 0‘
output in the crop year 1953~54, mainly of rice and cotton. In l—fﬂ”
America, 1953-54 production of coffee lagged, while that of com, it
sugar, and tobacco increased, .

Significant declines in agricultural production occurred during ﬂf: e
in Canada, Turkey, and Australia, in each casc chiefly as 2 sesult of poot
harvests. Canada’s wheat output was only about half that of the very &
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harvest of 1953, The wheat harvests of Turhey and Australia also de-
ceaed sharply, Wool production in Australia, however, registered a gain.
The physical supply of major agricultural commoditics entering the world
market continued to be abundant.

PaymenTs, RESERVES, AND Excriance RATES

Most countries of the Free World continued to improve their inter-
national financial position in 1954, although the improvement was gen-
erally Iess rapid than during 1953. The improvement was the result of
the increased volume and better balance of world trade, and of continued
hﬁUnited States expenditures abroad under the Mutual Security and
other pi

Most countries of Western Europe chowed a marked improvement in
their balance of payments during the year. Germany continucd to hiave
alarge trade surplus in spite of further liberalization of restrictions on i~
ports from Europe and the dollar area. Switzerland and the Netherlands,
both of which have large surpluses on current account, increased their for-
¢ign lending,

‘In Latin America the record for the year was not uniform among coun-
tries, F‘or the area as a whole, gold and dollar Teserves did not change

b s 1 elr
y; several T ed moderate X o a
reserves and others Inst reservres.  The short-term external debt of thvi arcr
: Toemal 0P~

.

In general, moneta: teserves increased for the ¥ree vrusie =es o
United State’s, and atw the end of 1954 they were more evenly dlsmb\::g
in relation to trade volume and international liabilities thap at a0y %7
tize in recent decades. At the end of the yea, £0ld and dollar FETY
in the various areas were as follows: Continental Western %\_xrzp;;“ar;;
billon dellares sterting ares, 4.3 billion dollass; Canada, 28 e since
and Latin America, 3.6 billion dollars. The trend in such hol
1928 is shown in Appendix Table E-57-

TRIES
Unrrep StaTes Trape WiTH Foszion o0 £ 1953 and the
ol

The principal changes between the first 10 7 e of the United States
corresponding ten months of 1954 it the foreig” hrandise imports and 3 3
were & redustion of about 8 percent i B

id pro-
e e cransfers under i€ P
Percent increase in exports; ”‘d“d:;:,g ;m cll“ary bout 27 percent it
- . £ mine mond

months

ecline of 2!
in ';:ble B-24, which compare lw—i\iadmndlisc exports w -
2 . 5 5 i '
o years by major u:sfdniy”:;s  enccnt and those o Ladia America b7 .
estern Europe incre
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~—Direributj il handise exporty and imports of the United Stater,
TasLe B-24, Dutn&ulmz ;_/‘;r ?;Tg;z m”’mbn, i

[Mlions ot dottars)

Ara

Contlnental wesger Eorope .
Uhlted p ..

Canadas,
Othar._ .

) inland, Spala
20V Souatteycrctudiog o 2100 Klagdos, Lalind sa roomg oo facludes Fistaad,

aad Voot

B htlug‘u “specia) ‘tategory~ eXparty,

Boﬂm: Dtplmnenlqt!}mmnrce.

7 percent. On the othe, hand, Unjteq States shipments to C'anada.:f:
clineq approxx'matc!y 10 percen, There was 5 small decline in Unite
Mports f,

Unrrep Stareg Lcum’l‘uw Ivvestaeny N Foruten Countrizs
Net privage United Stapes fong-term, foreign investment during 1954
increased oyey the Preceding yo, (Table B_pg * Net direct inyestments
in foreign branches and subsidiaries of Uniteq States businegses were about

urchases of foreign stocks
and bonds gng long-term bank Joans (portlolio inVcstmcnls) changed from
. o .

received frop foreign sources an estimated 1,7 billion dolfars of interess,
dividends and branch Profits, Iy should be noted that (he record in

Tanx B-25 pu Private Uniged States long-lam_/wrign mettment, gy areas, 1953 and 19541
PMIo0g of gyjpacyy

Aron

Contlnentat vy Earo,
Jaited Ringgog' 72 Earope,
Canaag

Latin Ameriig-
Bterling area gy,
Gl e

Total...

§ Minas stz gy, 1200w 1at0 the tngeg Btat
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Table B-23 cav
g the ?:.rm thenct, not the gross, outtlow of long-term private capital
foreign xubsgdiz;i of Us , Table B-25 exl d i i d by
150 cs of United Stat i i ..
0 m dollars annually sinu:al ;;zpmu, which have averaged about
be made I_:' m‘;um o}f{Unilcd States new direct investments continued to
“othe® Cmcmc;‘]‘ & oweves, direct investments in Latin America and
impor am“’Mos( Z;I '; hihddlc East countrics, were also of considerable
‘“‘Iij“g indcmc'uiu, ¢ funds were placed in petroleum and manufac-
nited S A .
fzm&m:;;uml:vﬁsa“.m 1915:! increased their portfolio investments in
- e oblig o IR R . _
Su’:i‘;:l::nu in other areas showed a decline. whilethels po
stp i?‘ltf}nl;ft c{Omgn direct investments in the United States and
ot shunw-ndmin Tatl ed States securitics, other than government securitics,
able B-25, are estimated at 200 million dollars.

U
NITED STATES BALANGE OF PAYMENTS

There i

on goods :vna; :x::i: change between 1953 and 1954 in the export balance

included with Uxﬁf;"s‘ e United States when military-aid shipments 212

treated as United S tates cxports, and ‘military expenditures abroad are
tates imports (Chart B-9). However, it is estimated,

CHART B-9
U.
S.BALANCE OF PAYMENTS ON CURRENT ACCOUNT
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Appcndix Cc
REPORT TO THE PRESIDENT ON THE
ACTIVITIES OF THE COUNCIL
OF ECONOMIC ADVISERS
DURING 1954
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Report ta the President on the Activities of the Council
of Economic Advisers During 1954

The Employment Act of 1946, declaring it to be the continuing policy
d responsibility of the Federal G to p § eme
P!a)mm_" duction, and purchasing power, established the Council of
lk:tn:fntu(: Advisers within the Executive Office of the Prosident. In its
relation 1o the President, the Council functions in the economic realm jn
m‘“Y_mPCCu as the Joint Chiefs of Staff function in military matters.

. While the Council is merely onc of numerous agencies within the Execu-
‘“‘c. Branch that deal with economic affairs, itis unique in that it is a purely
Visory agency, without routine administrative duties of any sort, The
,(:°“‘{C‘l gives its undivided atication to analyzing how the entire economy
i f?’}“l{. to exploring ways and means of adding to its strength, and to
advising the President on appropriate econamic palicies.

Majer Activities During the Year

The Council assisted the President in the preparation of his Economic
Report ta the Congress, transmitted January 28, 1954, Sincc this was the
first Fconomic Report of the present Administration, it was important that

it describe fully bow the Admi P to promote
pl p i and p i power. A dingl the
Report analyzed the proper role of the Government in working toward
these objecti iagnosed the existing ic situation, and set forth
Jati of the legislation needed to attain the objectives stated
in the Employ Act. llowing the ittal of the Report to the

Congress, the Chaixm:m- of the Council met with the Joint Committee on
the Economic Report to discuss the findings and recommendations of the
Report. ) 3
i jnued the task of oD wrends and the
Fc:‘:alcoc‘;::ixmcm's economic programs and policies. SPCCiBl‘allcn\bion
was given to ways of marshalling the forces of recovery and to stimulating
the Jong-term expansion of the ccopomy. The Council also assisted the
President in planning and preparing the Economic Report to be trans-
mitted in January 1955 .
hres 3 51, generally the Chairman, reported pec-
A rep uacive of 1he Q)Uﬂ:“;li matters once a week, sometimes more
tve of the Counil also appeared regularly at Cabinet
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Need for Inproving Economic Intelligense

1In view of the heavy responsibilities aswmed by the Tederal Government »
under the Employment Act, the Council has called to the pcrs.ona! atten-
tion of the President, as well as of the Cabinet and Congressional Come
mittees, the need for improving our economic intelligence.

The Council has urged various statistical agencles ‘ff the Federal Govern-
ment to accel the rep gz of ic information. Nmabkpregrt?
has been made in timely reporting of thanges in employment, hours ax;d
caminigs of nonagricultural warkers, retail sales, exports and imports, @
industrial production, i

In its efforts ta improve economic information, as well as m other mat-
ters, the Council has worked closely with the Joint Commitice ?n the
Economic Report. In response to a request by the Joint Commistecs SJukh

ittee on B i istics, the Council submitted a I
on four categories of statistical needs: more prompt and frequent sepattiog
desirable improvemenis of existing data, desirable improvements in thf»‘ .
L ion, and desirable additions to existing information. The Chais-
man of the Council 1 { this dum with personal testi
mony before the Commistes, which was published in hearings befors the
Sut § on E ic Stath of the Joint Committee on the

Econamic Report, Eighty-Third Congress, Second Session, July 12 and
13, 1954,

In cooperation with the Joint Committee, the Council also undertork 2
review of Economic Indicators, which is a monthly statistical compendium
prepared by the Council and issued by the Committee. In the course of
this appraisal, the Council and the Joint Committee recejved the benefit of
suggestions from business and labor izations and from p fonal

ists in universities, g and private research agencies.
The review disclosed that Econonnc Indicators could be readily improved in a
number of ways. Some improvements have already been put into effect,
and others wilk follow shortly.
Public Werks Plonning

At the President’s request, the Council extended its activity in the field
of public works planning. With the aid of a special appropriation from
the Congress, a Coordinator of Public Works Planning was appointed to
the Council's staff and autherized to recruit a small group of experts o8
public works.  Among other accomplishments, considerable progress bas
been made by this unit toward devising a system of cataloguing information
on all Federal, State, and local public works projects under sesious wns}li'
eration, showing the type of project, its Jocation, estimated cost, finantind
status, stage of planning, and how soon construction could be stasted ¥
fundswerc available, As a result of the work of thisunit, the Federal Govers
ment is better prepared than previously 10 accelerate public constructios
if the need for doing so should arise.
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48y Boad on Ecamomic Grouth and Stabitity

A}:’f‘ %;o;l?ld has mccivc'd continuing valuable assistance from the

M”“g’ fy Pﬂn'&ongmnc F}mwlh and Stability. This Board, estab-

Coumdi};ndc :rc.ndcm in mic?-l953, assures close fiaison between the

o sarions Sovernment agencies that have administrative responsibility

lormation ang aqte o - It also provides the Counci! with timely

echan afal? _adncn on a wide range of current cconomic issues. The

gt }S , \:hchs that taLcs place at the Board's weekly meetings is of

® P 10 the (?ouncd in its deliberations and in the preparation of its
PirtE (0 the President and the Cabinet.

“gepmcm mcmbcn?xip of the Board is as follows:

Depamxmu: of Agriculture~True D, Morse, Under Scerctary

Dcpmmcnt of Commerce—Walter Williams, Under Secretary

b partment of Labor—Arthur Larson, Under Sccretary
partment of State~Samuel Waugh, Assistant Sccretary

by artment of the Treasury—Marion B. Folsom, Under Secretary
ard of Gavernors of the Federal Reserve System—Abbot L. Mills,
Member of the Board -

Bureay of the Budget—-Donald R. Belcher, Assistant Director

The White House Office—Gabricl Hange, Administrative Assistant
to the President

Council of Economic Advisers—Arthur F. Burns, Chairman

W'W.E Witk Other Agencies

gw_mﬁ» Operations Coordinating Board,
Pi‘:gn‘al Advisory Council on International

Drefense Mobilization Board, and
Financial and Monetary

the financial sys?c-r-l: e way or another, in the

Most government agencies have paﬂiCiP""d(:l" Etab lations and made
Council's work, Many have prepared $6Cial Wi o icutar, the
omprehensive analyses at the request of 'ﬂ;‘iz:esveé on how long-term
Council has been aided by the reports ,‘..[., ‘mav be promoted. More than

s — -

and the Auxiliary Staff Commities Foor
Board on Fconomic Gra'wth a-ﬂds :0"::; ::Zl ess willingaess than .gnvernm:n;
Private research ;‘gﬂg‘:" B erying out is responsibilices. Two o
agencies to assist the
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these, the National Bureau of Economic Research ?nd the Bm;zkmuf:
i fessi for

Tostitution, have d co with prof k
benefit of the Council, In addition to asuming the !mx:.'!:n of maku}g
detailed ar for such conft s, these institutions have paid

all costs incidc;t 1o them, .
In conformity with Section 4 (€} of the Bmplqym‘em Alact, the Coundil

. . These
has met fr ty with business labor, and agr ups. The
exchanges of views on jc policies and develop ts have proved
very helpiul to the Council.

Other Activifies

M. Neit H. Jacoby paricipated in two meetings, beld in Paris of e
Organization of European B ic Cooperation and associal >
"The Best, i April, was a meeting of experts 1 exchange views on €Conom
conditions and Th d ing, in September, considered
prospects. e second meeting, X P! )
in addition the written submission to the OEEC on United States ceopomti®
developments and outlook, which had been prepared by the Council.

Members of the Council's staff pasticipated in training conferences 3
seminars held by other govesnment agencies for new employees and visitieg
foreign experts. Staff members also served on 2 pumber of interagency
cominittees initiated by other agencies.

The Council handled 3 large volume of correspondesce on cconomit
questions, some of which was received direetly but a considerable past of
which was referred by other agencies and by the White House.

The Councit and Its Staffing

On February 5, 1954, the Senate confirmed the President’s recess ap-
pointments of two members of the Council, Mr. Neit H. Jacoby and
Mr. Walter W. Stewart. Mr. Jacoby had been serving since September 15,
1953, and Mr. Stewart since December 2, 1953,

A number of changes were made in the Council’s staff during the year.
Five experts who had joined the staff from university faculties, with the
understanding that they would remain with the Council for not more than
one year, returned to their teaching posts. These men were replaced and
several additions to the senior staff were also made. The rebuilding of the
staff, which the Council began after it was reconstituted last year, 1s now
fargely completed.

At present, the full staff, includi detailed p 1 and Jrants
consists of 34 persons. The following are members of the sesior stafft
Asher Achinstein, John S, Bragdon, Lowell J. Chawner, George He D:mifls»
Karl A. Fox, Bert G. Hickman, Frances M. James, £. Gordon Keith,
David W, Lusher, John A, Meck, Joseph A, Pechman, Albert E. Recs,
Visgll Salera, Raymond J. Saulnier, Charles L. Schultze, Trving H. Siegel
and Collis Stocking.

As previously, staff assignments are made by the Council s0 th{d:Cff’”?‘
ments i every major ficld embraced by the Council's mpowbl’m:;
industeial producti griculture, son work, emph t
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unemployment, wages and prices, the national income and its distribu-
tion, money and banking, public finance, international trade and finance,
technologieal develog , business ization, social security, public
works planaiag, ete.~are under the scrutiny of a senior stafl member,
Each of these experts is responsible for eliciting the cooperation of govern-
meata] and private specialists in analyzi g and evaluating the signi

of current developments in the fild assigned to him.

Budget for Fiscal Years 1954 and 1955

During fiscal year 1954, the Council's obligations (including 36,034 for
the office of the Economic Adviser to the President from July 1 to August 1)
were §242,520. ‘The appropriation made available to the Council for this
peziod was §308,020,

Thie Council requested $360,000 for fiscal year 1955. OF this amount,
#35,000 was for a Coordinator of Public Works Planning and members of
it staff, The Congress appropriated §285,000, plus the unobligated bal
ance from the preceding year's appropriation. Since this balance came
1o $65,500, the Council has §350,500 at its disposal for the current

year, .
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Production and busivess activity—Continued
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bt EMPLOYMENT AND WAGES
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EMPLOYMENT AND WAGES
TABLE D~16.~Total population 14 yeart of age and ozer and the labor force, 1929-54—Con.
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TASLE D-20.—Unemployment insurance programs, selected data, 1039 and 1946-54
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PRODUCTION AND BUSINESS ACTIVITY
Tarrr D-26.~Industrial production indexes, 1929-54
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Tases D~26~Industrial frodustion isdexes, 1920-54—Continved
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‘TavLe D-27.—Farm production indexts, 1929-54
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TarLe D-29.~New construction actinty, 1929-54
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Taztz D-30.—Neao public construction activily, 1920-54
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Tante D-33.~Sales and inventorics in manafacturing and trade, 1939-54
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PRICES
TapLe D-35.~Wholesale price indexes, 1929-54
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Taztx D-35,

Wholesale prce indexes, 1929-54—Continued
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‘Tart® D-36,~Consumer price indexes, 1920~5¢
For city wage-carner and clevical-worker families
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Thatz D-37.~] . .
3.—Todees of prices seccived ard prices paid by farmers, and paniy ratie, 1929-54
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Tantz D-38,~Rudexes of wholzsale

prizes and eust of living i the Unived States and fareign

countrits, selected dales

T1o48==100}
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o) VPR Gepremter | D] 177 ) Thiud gt
57 Oetober. 347{ 2L | Qetober.
15 13517 9 3 13L 135 | Qetober
62 155 | Noveuher. 137 13 ) Ociober
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wwnd Monetery Fund snd rited Natloos Grganization.
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CREDIT, MONEY SUPPLY, AND FEDERAL FINANCE

Taste D-39 —$por ) )
D-39- b~ and intermediate-tam consemet ctedit outstanding, 1929-54
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4,200 1 1,000 . D98
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P 1500
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9429 | Bais( 140 382
9.8 | 54| 150 %
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10200 [ 6,492 [ I 6RS 3,783
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15341 ) 6831 ) 1,649 3811
s SR 158 ) 5,607 ) 1,636
o Jmary e PR AR Y 1m
Maao ool sadzl Lo 2,564
Mareh- soiz | Sz | 167 173
& 10,002 ¢ 537 ) 2,804 2788
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e e et 58 o e i i et
“gther consumer goods paper "

{grsients . Boonomla Advisers,
\tes by Counct of
S o ‘Recores System (vxcept s notad.

udsy only such Joans
igle-payraent 10ans and sorvica creddt.
R
Boures: Board of Govamars of the Federal
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TasLe D40~ Instalment eredit extended and sepaid, 1940-54

1Miflions of doltars}
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1054, First halt , 4,231 58] e11f as03] geer) wa] ole) yuo) 3w
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s Preliminary; December by Councll of Econotale Advisers,
Nore.~Detall lor preliminary estimatos will not aecessarlly add to totaly because of roundlog.
Source. Board of Governors ot tho Federal Reserve Systom (except 88 noted).



Tazus D~41.~—Martgage debt outstzading, by type of proparty mortgeged, 1909-54
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Tanze D~42Degonts and curvency, 1920-64
{Btillions of dollars)
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TavLr D43.—Loons and incestments of all commercial banks, 792054

{Billions of dollars) ‘
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Taper D~44.~Menber bank reserves and Reserve Bank credst, 1929-54
{Aversges of daily figures, millions of doltars]

Reserve Bank credt embes
Period &8 | Db AN F
overn- | counts | oiber, Re
Toted |t ment vo- | aud ade | matusy | T | quima1 | Excess
curities { vances ) float
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1081 2 at] o,38] 23
L7 4 3z
2] 1 =1 9%
2,429 2,062 283
Tx2| 24 36
345] 2431 7
24t 24 ]
2541 5804 1"
2600 288 [
2o | 258 5
2, 487 ar 4
2m3l  Zue H
Raoa| 210 7
Rzl 7724 25
18356 | 14712 s
2, [ 21,383 376
o 50 819
19,689 330 209
20511 &
19,260 1
18,410 120
756 263
25,066 801
24,651 keed
24,648 a7
1953 January . 188 2] 137
Fevruary. L018) 1335
March. 028 vz | 1
,802 | 2sel | 1184
432 978 9
960 ()
120 ( 24,088 428
322 000
410 168 A
514 344 367
3 172 154
o7 639 I
263 18
, 148 , 770
853 1
433 €35 18
503 [ 72
876 , 166
571 4, 171
, 855 , 080 210
ML 170
5,430 { 24,435
5,176 1 215
6,317 017

H %‘n‘t‘i“:ﬁ;qm and excoss reserves from March 1623 through Apn 1934 for Lioensed banks oaly.
H -

Norr—Detail will 1ot necessarily add to totals becanss of ronndlag.
‘Bource: Bosrd of Guverriors of the Federal Reserve System.

184



45U . Govetroment debt—~talume and Xind of obirgations, 190-54
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Taute D-4d,~Member bank reserves and Reserve Bank credt, 192",
[Averages of daily figures, millions of dollars]

Reservs Bunk credft outstonding | Memberbas
Perlod GU. 8. | Dis A
ioverd- | couuts | otber, .
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coritd vances float’
28 52 0] 2] S
a4 n2 =) g .
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1,461 2] 357 A1
202 28 o 238
" ) 3} AE
st 7 7l 5o
2431 (1 | new
2504 1 L L8R
2,505 ¥ 7| T
Z66 5 | was
2,417 4 67 13,249
2z 181 5 102) 13,404
AT 1 2p| 12,888
7,724 25 433 12,628
W2 135 ar| wm
21,363 378 472} 15058
2420 #0 5] 18
22,330 29 441 16, 461
2081 k2 Wi e
19, 560 ] 157k
18,410 x sa| 4| 15,
68 3| pom| wmwal s
2,00 81 w35 B3] 1
841 Feid g2 | 19006f 19°
24846 ar 2| Wz | Vs -
1983: Jamuary. 588 03] ngi o L0 08 -
Februaty. 080 ,018 | 1,308 820 620 >
n026| Zsw) Lz w3} mar We
,892 | 25,861 [ 1,134 87 007 <
@21 3 5 754 307
950 48 3 ™ 287
123 26958 a8 o] 19,483 5
322 doa i’ﬁ 03 228 , 6.
40} 25168 74 2] 88
514 344 367 a2 238 o
;| 212 194 7 2 5
2107 | 2563 ] noul igen 72
73 263 1 szl 20,179 e
\ 748 | 24,77 308 660 w vy
553 [ 208 1| 1981 841
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, 503 e 172 &1 ), 55 817
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vl e | @ B R
3 L
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b

1 Estimates.
1 Tiata on required and excess reserves Irom Max
2 Prallzainaly.

Notr~~Tetall will mot pcessarity add to tatals because of sotmdlng.
Source. Board of Gavernors of the Federal Reseva System.
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TAvte D~47.—~Bond yields and interest rates, 1920-54

[Peroent per annum]
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2or| 310l [329| 3es| 755 270 200
283| 3u6] ‘318t sl 33 2l 2o
zss| 3ol 3snor 3os| P72 T80 Too
37| Ze6) 31| ary 342 23] 2o
2o8| 2w0] 308] 3mi g4 223| 20
2e0| 285 298| 31| 750 2l zan
zot| 273| 2| yg| FB/|- 200 ip
2ar| 20| 2s3| 3| 33 i
i) i) | g ) o
. ,
@l 24 rss| 160
! a5 1o
H 1| 18
H L3t i80
. ' H 13| 1@
131 180
il jat| s
Lo . 1L 1611, and bl
. . thans mene
' . " g ga Ageu 1952, beodf
. " "l 1330,
) ’ . e
' s fa edlect for
[P O N aven o wmslya e
‘Nore —Yields a0 eates mmv(“t':: 'FM nive Sy (mmn;:::,,m Bankloazs. s
Governors of ¢ n day lied B
Oigun:e 3,‘:9{3&‘; ivato organizations) ta suppl
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Tawre D-48.—Government cash recerpts from and payments to the  public, ealendar years, 1946-54

‘Billians of dollars]
Total I Federst I Stats and Joeal !
Troess r Excess Exess
Catendar year of re- of -
Cast | Cust | cetpts | Cash [ Cast { cuires | Cosh | Cest | ot
e | paye | (F) | o | oy | O] e par- l?)
cefpts | mants |or Doy} celpta § ments ot paye| exipis| mentst|or pur:
ments menis
(] )
30| s9| 21| a4| asi @ [ uel o
o.5( m8{ 66| 43| 8( srf 132 1z
0] 1] 79! sw9) 39| go| 151) 152
29 60 —21| 43| 26] ~13| K6 14
60,8 613 ~T7 424 4290 L4 131 183
2| 4| 8] a3 moj ra] 99| 203
030 sd6( —1'6( 73| BO| —re| Zit @6
934| 93| -60| ol w2| le2} 23| mW1
932] 951 =L9| €8.6] 6] ~Lf| 2L7( 255

! Estlmated by Counefl of Economic Adyisers on the basis of incomplete data.
+ Fohoral granteinonid. baTs. péen d»ad d from Stats aad Total Eovermment recelpts aad pastmeots

slnce they oss Included Fede ml
R Less than 50 million dollare
iacy.

NanA—Deuu will not necessarily dd to tofels because of roundlng.
Bources: Treastry Department and Bureau of the Budget (except a8 noted).
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CORPORATE PROFITS AND FINANCE
Taste DA9.~Profits before and after taxes, all privats corporations, 1926-5¢

[Billions of dallae}
Corporate profits after ta%es
Coperate | Corporate
Ferlad 3 S35 Undistrib-
fore | pavaiiey ¢ Dirkdend
taxea Total rdend | uted
P prakts
2.6 14 83 58
23 E 25 55
-8 .5 —-13 41
—30 . -34 28
.2 e i 21
L7 o7 L0 26
21 L0 22 29
8.7 14 4.3 15
&2 15 i1 7
22 10 23 32 -9
84 < 5o a8 12
0.4 28 (3] 40 24
1.0 7.8 94 48 49
FHIE TR ¢ I { I
H 80
2.3 129 10.4 47 87
10 10.7 83 Ly EY)
74 o1 154 58 77
.5 13 ' &5 07
228 125 203 72 39
%2 0.4 158 7.5 23
0o 1.8 71 92 129
@y .5 187 91 26
3.2 20.0 17z 91 &1
04 2.1 18.3 0.4 59
350 1.2 17.8 i3 &0
Beasonally sdjusted annusl tates
42, 22.6 19.6 9.2 10.4
1953 m“x‘:‘«. #3 196 170 o8 75
s 345 170 1.5 98 79
w5k mn%‘gll( 356 s 181 RUS Y 8D
: 3 . a4 »7 w7 o1 106
1055 e e &3 & 05 a3 103
Third quarter. oY nse 19.9 93 b X
Foustb quarter 25 17.4 RENY 28 &5
ter. . us 170 17.5 2.6 7.9
15t Pt 1 quarcer 303 170 175 41 78
Third quarter. EE ] 16.8 17 9.8 78
Fourth quarter’ 37.0 182 w83 0.4 &4

petver w0 Siate corporsta BAOID8 and exctss pratis tatts,
448 malion dol s quarter by Councl of Fosnomue Adsisers.
¢o allowangs his been raads for uventory valustion sdjustment,  See appeadis table D5 for
Nore N0 o o4 iaveators valuation sdjustment.
B e pacessaris add to tofala bocaiisd o sounding.
odtoe, Depariaaesh 1k CommERe fetoapt as noted).
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TasLe D~50,—Relation of profits after taxes 1o stockholders® equity and 1o xaln, Private manu-
Jacturing corporations, by industry group, 1947-50 average and 1953

Todustry group

Al private manufac.
DTN corporations.

Fond.
Textlle-mﬂl
APY A

‘Furniture and xtures.
Eoper und pllied pmdmu
g
(except new;p?lpers)..
Ohemycals sud allied prod:

ucts
Petroletiin refining.

‘Products of petroleun and
coal (exeept Putmleum

Primacy o and steed -
dostr]

Flhzlmw‘l Tetal prodiicts
Machinary “(ozoept_eloc-

)
Elac!.rk):nl hchine
iation ot |

(axcepL ‘motor vahcles)....!

otor hicas sog ports
ents, photograpi @ |
nndogﬂm{znuds watches

Miseelianoous manulactiz-
ing (including ordnance)

1953

54

st

1947-50

aven ‘ r -

688 | youp | First | Socond | Third (Fourth | First [Swond | Thira
|

Ratlo of profits after Fedoral tares (snnusl rate) to stockholders’ equlty

M8 103) V7)) 12
6] 81} 70| 82
121 9.2 7.7 9.5
el 48] 80 53
no| s3] w8l ez
may rzj 70| 98
13| sef 12| ws
182) 09%) 10.8] w32
3.4] 04| 14 108
5.9 w7| w4l ue
51| Bo| 23| 129
%) 53 87( 1tz
iz8] iz} ws| 121
wa| st] es| se
152 ws| 93| 149
125] w9l 124] ny
120| 05| 9| n4
153 99| ‘w4 1o
ws| 97l ns| g
78] e} 51| 1Zs
a6| 13| 128] 154
a1y 1ri o2l ue
we| wo| wrj wuz
nef 83| 83| o0

Bua footnotes at end of table.
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1.5
10,3
185

50

9
6

5B g Ex e
B Ex

jttagid

Fe o oa pn
5% & ek 5o

6] 104) w3
sa| as| 91
90 0a 14
21] 0] 13
a7t ssl 4
23| B1| €3
32{ s3] &4
01| w3l o
ws| 0o 74
12| el no
Bl Be| i

sl as| 93
LI 1]
w0 &4
76 WME| 14
o3| 1o 9%

.6 8.3 43
T8l Fof e
95 10.2 78
128| 8] W
1.5 14| 6
B3| il 97
07| w4 89
sof 68 o



TaBLE D-50.~— Relation o
Justuring corporations, jbf

ofis afer toses to stackialdrs equity and 0 sley privte mani-
industty group, 1947-50 cierage aid 1953-5J- ued

- 10 1954
Industry group avers
Year | ¥1st | Second| Third | Fourtn| Furst | Seconal rrura
uarterlquarter Quarierquarier jquartor quarter] quaster
rofita after Pederal tares 1n ccata per doltar of salcs
AT private manufac-
tuingerporstions.} 871 «a| a3] «4| as] w0 aa] e7]  ae
36 20| L8( z1{ 28| 18| 17] 22| 23
is] 370 33| 3z xe| a7l wol Li| %
ce| 32| 27| Zs| zs| a1} ¥i| as| e
e 2 sl w2 17donetr 11l 03| 9| es| 11
Lembifaidwocdprodocs.| 92| a3| as| 4| a7| zi| 1| 33| az
Farnttars 2 fixtures... sal 28| a3l szl 24 22| 22| 290 23
g 34l 7| si| si| ws| za| se| &%
so{ aa| ez| ae| 33| 23} ael 28| a0
01| s1| e3l as| so| 57| ss| e8| ez
ol 4| o8| 102) w3| we| 103 wz| wo
Frosucts of pelr;ﬂenm and
‘ol (exoRpk petraienm F
kikgg @ asl 23| sol a3l 2s] 24 24| a3
e e as| 33| 38| Fef =zo| 38| ol 1|
and leattier rid-
g as| 18] 20| a2s] 1ef se| 14| s
Stame, S 5 gl prod-
&9 es{ &« suf %3] &z| 51| 85| &7
Ty
i as] o3| 71| 1] &s| s3] 61| s8] o3
Peimary tron and stel In-
dustries 72| s3| s2{ 52| sal s3| s7l 32| s
Fabricated el e8| as| 38| 40| s8| 30| zsj 37| A4
Mastizery Geroept ¢ emetn-
o 71t e2] as| «s| sol as| ss| 49| ez
el €3 41| 46| Lof 0| 3s| <a| 43| Lo
ansportation e
(exup‘mnmn&ic?ex)<.. as| 26| 28} 28| 2| =27] 34| 30| a7
. L L UL BT L T 'S
IR [T . .
e Faderl Trads O Exchangs
191
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Taere D-51,—Relation of profits before and after taxes Lo stockholders® equity and o sales,
$rivate manufacturing corporations, by asset sixe class, 1947~50 average and 1953-54

105 1054
sy ot Somars
(thousands of s fovee Year cond Fourst| Tus |Sueona| 1ot
q\mn:l’ qhsrber q\mm,r ot [quarter [quarter [quarter

Ratio of profits before Federal tazes (annua rate) 10 stockholders’ equity

209 | 284} 23] 1a8) sl 18| b

2] w7l ws| -28) asl 28] ny
IBipoad] sl eof wa| i3j 1
2.7 w1l 3] sl 7] @y
il B Ei el mz) a4l iy
7.0 wel =681 wry 2wl m4y wa

Profits before Federal tazes 1a cents per doliar of sales

lun’ 4] o08] e7f 84| 89| 23
391 47] 37) -08) 00f 29| 10
a9l sy| 49| r7| 34l a8 4e

wil o3 4] &) ) 8 oH

3 & 3 3
18] 129y 122} a1} udl ] 07

10.7 , w2( 10.5( esf 94] 4] 02
209 1.2} wol ~a2) o1y 31 a9
79[ 103 81 2.2 46 81 &1

a3l 5| §a E oH) MY o
3 X 3 81

a8 | 21| a9 azs| wri i 08

Profits after Federal taxes in cents per dolla of sales

u{ 44l 43( ol agl| a1l «f
16 29[ 23] <09l ocof 18] ¥
22| 28§ 23| Toa| 14 241 2
30 29 26| 17| Loy 22 B
i1 4.2 40l g5y 37| Ao 3F
A5 54| s8] 61| aif &¢

Sources: Federal Trade Compmlssion und Securivles and Exehonge Commisslon.
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a1z D-52~Sources and wses of corporate funds, 194654t
{Biltons of doltars]
—

Bource ar use of funda 10 L ana7 | 1048 } 1000 | 2050 | rest | assa | anes s

e

n‘::“l‘”ﬂﬂul‘gmmloum k| 1291 1ol 188 163 wof 6| ma| 20| ms
ChE w3l 21l w3f~xs) o8| o4l 18] 26] -ap
L a1l 28l o} so| zo0] 24] 7| 24

A7l ol ol aa2f ss) as) .3} n2) ~np
id ) IR 2] 6] 3] A i3

W8] B3| zof 168] s 3s) mr] no) ws

unn\
Retalned orotts sud deple-
wancen,

72{ 14 .8 4] 3 7
mv:mmmdmmw | 124 78] 124 w1l 7| g3 )

&3] &3] w1l sl 9o} 11) mz| 125

Total latermal sonrces.. L4 3ee] el ) ma| 1wt mel 10| s
-8 1 .| -22 72 L4l =26 -] 40

lzx i ’Az WA Le 1ef ol 8| @
wartengy I 3.3 18] ~23 F3) B4 31 41 10
NEImwksuu :2 4.4 89 4.9 3.7 6.3 7.9 7.3 8.5
Totalexternsl sowroes. .. | 88| 131 91| V| sl ian) 6s| 93] 15

Total sourees.. 183 N9] 7| 156) M7l se1| mol el 210
Piserepancy (uses tes soures)... . I EI B S T T S e e

Nun . ~Dotall will not cscessarlly 541 t0 totals because of roundiog.
: Department, of Commeroe besed an Securities and Exchange Commission and other financls

R Toept ss nored:



TavLe D-53.—Current assets and labilities of oll corporations, 1950-541

[Billions ot doliars, end of perlad]
108 104
Asset or Ushility 1050 | 1081 | 1052 Bepe | Do oo
Merch| June | tem- | eem- [Mareb] Fums [ teme
bee | ber ber
Cntrent a3sets
Qubonhandandinbanky. | 1) 3001 3081 Aol ;e g0} w1l ;e mel
U.8. Governentsecurlves. | 16.7{ 20,7 2.4| 202[ 180] 28] w5) 107] 1Ws) e
Rwelvahles from U. 8. Gov.
o1 o27] 28] 2oy av| ar] 26) 28] 24) 23
oum ot wad aceeuats -
7able. 7| 588) ea7| 651) o55] 689) 850 632[ 634) 683
618 e54( 609 673 683 ( 67.5( onal 6as( oal
21) 24] 24) 24 24) 21) 38| 26y 27
179,11 186.2 | 185.6 { 166.2 {1900 | 160.7 (1833 [ 1.6 [ 1880
Adsances and prepagments,
og]. . mm&dnntgm Al 03] 23 28] 28] 28] 22| 26{ 24[ 36
S 49| B.8) 519 3] ss] 3| moi sl mo
o Jis 1671 203 ) 17| 103 156 79| 18T M9[ L7y 136
B iher ot habitien. 1w | 16 S| 188} 190 196 1Ko ( 1] 88| 4
Total current labils
e n&l .1] 962) B 4| G8f on1| We| eag| 884
913 028 | w6 va6)| 029 2| WI

Than 0. §. Gov

"V Tadndss

Norr.—Detall will not necessarily sdd to totals becanse of rounding.
EBource: Securities and Exchiange Commlssion.



Tastt D-54.~Business population and business Jadures, 1929-54

Operatiag bustasasce
P s foca sad Bustess fsilures, by stee of lisbltises §

0 bt

Dis- o Amount of current
P Jonerssd s § 550 Doy acer ] T Omber o luee Baitiics ¢
i (o e ‘:’f:q s Under (1100,000 s1000m
+ nder " Under
Dess. Total | To ¢y
Y 610,000 E2d | Totad fgigo,o00] 824
‘Thousinda of firms Number of firms. Thousandy of dollary

a9
3) 778.3] 83,444

18 8

2,697}

migigle

283801 (v (") Q

ol o 188

2sa.0] o) | {f

WL ()

iwﬂ.! 5'2 2 }3

Wmiele

3y (¢l '}
TR 3

L a2 ¢

3,185.8( 12,2 3485 ix

2,005.1] 148,0( 337.0

Z916.5] 3308) 174.8| 359.4

123,90 422

ys

7632

3,948 3|

4,000

050,

i

153!

“(‘)

2.4

199 2 172 4 208.

Saey

113] 161.ef 1512

3

December. |

H

£0 weBBmo pumam mEOBy

8.0018 | 124

BEN

o

berr

olo]e| ik

735

11, 600|

1 ' . H '

. . S
¢ Prelimioary. and Dun & Bradsteaet,

Soutogs, Depsrtment of Commares
195

1463, 257] 261, 438l 7,704

4.1 93
340.5| 336.0| 357 20z, s & seol
0 115,800 1,

S

B,

Ine,



INTERNATIONAL TRANSACTIONS

TavLe D-55,~Uinited States balance o enlt, excludi
mf a{;};nﬂ i exclu luding U, 5. Govrrument grants of mubyary

[Biltions of dolars)

1947 | 1048 ‘ e

WITH THE WORLD 3

Exports of and servioes, ex-
Fiding sy transien:
Merchandise exports. Bof 121 1211 101 M1| 13
Trazsportatlo l-; 1; 1.3 12 e is I“ (")”
. . o . B L
LS I 4 B ¥ BV Y B T Y N
R I I R T R IR
.y
Mﬂltarr ansters e 158 10| 88| WIi mof Ine
gxams (excluded fro @ balanees] .. [ 3 Ei W) LEL 28] 43|
Tmporis of goods and servloes:
Mm tary upendltuxel 2broa & .8 8 61 18; 20] asf M)
rehandise 80| el s9] 91| 12| ws| unof 03
i 1 e Tl .8 e nrf L ]
el B 1 £ B £ Bt 4 B L B 1
Tncome o1 2 S T - e 4l e
Other. R I 5 E‘)
Tots 2
Unarg Rt e 82] w03) er] xr] wsa] wr] we) e
Government grants (met onldaw
[0 B =7] —8) =8} —§] ~>5 -4
Balance on goods and services aud
pnilateral “Yransters other than
Government grants [net.
Uuumaw (-)]. HI08 | 59| 455 FL3| 43.5{ +L8 0
{=)).. =rot —ofl —6] -13 211f ~12] ~d] -1
Ereors a0d omissions +0f 411 43| @ +8| +8| +I| 41
Balame on goods xod servicos
3
l e V ,
Srors and oavolons Dnat oiztbo
=1 w| FOT H0ap 487 @ | 2T 4t ~af -t
mzs. eding Talitory st
fers._. 1~89) ~4y| ~56] ~38) —-3.2| —24| 20| -1F
Ingtomss () or docrease (<) In
Toregp, guid mod. doller asats
o e iathe 0 8 ~19] ~12] —1{ 458 .8 fLI( 428] 424

Touor awo. ikt
LI of goods and Services, e3-
c!u mlitary uanslen N
Imports £ Soods sad e vioss

and
B?z’nnmnl' umxm uemdmg
ttlow (~ )1,

rants
[ !é ats capteal {eret

i
Multila
Talance 00 :nod.l and services, mg.

‘Governzent
P , excluding ollitacy tran:
s artaor

geronse G
T ) St s

Sea foctnotes at endt of table.
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TabLs D-55.—United States balance o ments,

weludi U. S,

bl :Jn’éff. ity exluding gavtmmmt grants of milutary
{BUtions of dotlars}

Area 204 t5De of transaction WNT ) I8 | oaedo | 1080 | gest | 1052 | 1083 | aomr

VI STIRUNG AREA b
worts of goods snd sertles,

ud'-dm:mmunmmrm 1] 27
28] 2 .
‘mmruouoommamvm o bR 35 3l 3% B OB 3
Balazcs o setvices and
rg-';n uixr‘:: e paclading |
v' )Pﬂ'tuup hl(l“ +1) +1] =8| 43 - [0}
—1 -1 -3 —1 —1 (1 ¥
“ 'ml aif ] 33 sl e 24 8
20l Bod services, uple
h,lmlmmxena ding gri
. 8 privats upr."', s YR

‘,}";dtrmmn(moumnw(—n. +38] 420 41.8] ~3] wef +7{ -1{ ®
Foas, ding ainary trene

lawrents (1) we. docresse 2 () 1o

foreign goid and dollar 10| —4l —2| +sl @
WITH CANADA
orts o 1 gonds snd sorstons, ex-
it tary transters, .. 27! 23 281 3s) 28| 1] p
lmw 148 0f goods and services 15| 20 §5] 381 i85 (0 &

Balanos on goods and serviees and

nnll:tenl transfers ucludln:
U 8, prfva"eadial Todt” o
Multilaterai transters

Belants on go0ds avd servicss,
Tateral frabistrs exciding gronts,
Copital, and muldl
lstest nnster o n\lmo;l o -4 ]
& o
xcliding tailliary ransters © ®
In ¢ decrease () in for
i A AE I St bttt Y SR ) ®
Wit LATIN AMEBICA ¢
. ds snd servloes, et
e ‘“&r; teasters, ezl 42| 3] 38| s1] as| Gl @
Lo por (35T goods aand SorFioe 350 33) 85f a6y ia) 3 i3) &

s1nce on goods and nme?, snd

ilateral trnnsler

Srants et oatto | 420} 411 48 +o| 48l +1] @
U. B private Chpnﬂ {n!l

] —6) —3l ~2 sa s xR
Muitlisteral trangiera § - Ze| —r| o~ Zwp =2 T oo

1 o0ds end services, unf-
PR R kel

“waa.%“““ Sheotim (S 42l © 1 <2l —af sl oa) el 0
U8 Gt O =] o] —af -l e

Tncrease () or desrease (- 1a for-
elgn gold and doliar

See footnotes at end of table.
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TABLE D~55.—United smm Jelage of pymts, exling U.S. G rns of
5w et 1o G Fos Y ey

[Billions of doliars]
Area sud typs of transaction 1047 | 198 | o9 [ 1030 § met | 2082 { 0sa | et
WITH OTHER COUNTRIES !
rts of frods and orvives, o3
5. 28 | 24] 28] 21l 298] 26! 211 @
Impoxtxolgood!&ndselvm_ . L3 17 14 2.0 27 6| 27| O
‘Balagon on goods and serviees sl
unilateral Hnn!fﬂl’l excluding
grants [net outflow (—)).. -] +L5 481 411 1] +2) O +1| @
U, 8, prisate sapital ek Giifiew | 7 \ N . N s
Mautiilateral transferss e | x| w3l wz) F3[ +e) 47 ((3
‘Balance ou goods sod servioss, Ul
genal lrxnnil‘m exclaing grants
. rivate capiial, mt
S atolp o o 1 20| 48] 43| +2f 42
8.
excluding mulitary travsfers. s—43] ~10] 10} -] -8
creaso () or decreass () I for-
iR A R A vt il IERY B Y I Y )

1 Prelugingcy estimates by Oouncll of Economip Advlsers.
rernatianal nstitations.

x
H

Source: Depmmemol Cqmmnm {except 23 noted)-



TARLE D-56.—~U. S. Governent grantt and capital mavements to foreign countnes, 194754

[3M1llon3 of detars})
Troooiald 947 | 198 ) aeee | a0 | oama | ass2 | oo | asete
Disbursements on .
Mmmmm-mlm
Greek-Tuskish A0 o @ | sl aws ) amif s
Chinzse aid... ] 8-
Other Governmoat 71
ECK and mutid stty:
T30 719 57| 1,628 | 1,10 012
N 2 :-“‘ 1'1 138 P Lmﬁ
1077 500 381 168 138 )
BT Bt o)
wl #| w| e = Y
3
3R TR IR T £
5452|4104 sem] 4ol 6100|4005
243 154 123 86 102 76
Fquale: Net unulaters! paments....| 1,98 | 4,106 | 5207 | 4010 | 4505 ( 4,603 | 0,04 | 489
-torm copital:
’Amgllblmmp‘m’lw:
Insernational Bank tor Re-
m;mman 804 Develap-

Bquals, Not Tong-term saplial out-

lta), net outiow
Sport term capltal, Bt eutd s
other U.8,

T,

-lmDon B

sk
Blgiux credits (nelidlig sbip
R pstari mdmw wocipied

Venogaana !erv\ues

S Goerninent 0ok snd.
teria capital net outdow..._

shorte

6ot | 2,0] es2| 68} 1e6

sae| 11z 41| we| sy 4 ( B | -

Ny -e4| 1| & 3 #f -t 16

4 sl sl mai el nami ozl emt| s
Get| 1,567 | 3504 | 4,097 ] 3458) 3035 | Lew | Les| niar
@) w| -

s Sanuary-September data at snnual rates.

# Includes loans and retarns
2 Less than 500 thoussad dollan,

L mltary equipment.

Source: Department of Contnexe.
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TasLE D-57.~Estimated gold reserves ond doler Fding of forcgn s, 1928, 1087, and
-54

{Bilions of dollars, end of year]
Area 1028 | 1937 | 1946 § 1947 | 1548 | 1049 } 1850 | 1051 | 1052 | 1953 | 19541
All forelgn countries._. 881151 |19.4 1152 (150|154 19.1|19.2| 205|231} 247
Bterling area. . . L4} 49 45) 3.7] 2.0) 27 45] 2.8) 33) L1} 43
Coutinental OEEC countries
and dependencies. 43| 68) 70) 53| 56} 60] 68] 6.0) 81t 98] 02
Gthier 0] .81 L0 .9 +8 .7 .6 .6 S5 8] o8 .5
atada. .4 4 1.8 W7 L2 L4l 20l 220 25| 247 2§
Latin American Republics, 1] 1o 37) 29) 2.71 31| 35] 3.4) 343 36] 3¢
All other countries... L8[ Lo L8| L8| Lo| Le| Lo| 24| 26| 27| 24
+ Preliminary.

Bouroe: Board of Governors of the Federal Reserve Systont.
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Taste D-S8~Inderes of quanhity and unt value o Uniud Siates meshardise inpris for
Gonplon ard of dometic merchandise exports, by corom dlass, 1936-38 avrage and

(1938281001
Munne | gemt | Finsnea
Perlod Towt | Srude | Crode | faciored [ man | mamu
s foodstufls | ulactures tures
Quantity
Berchandise tmparts for oon-
samptlon:
100 100 100 100 100 100
108 129 3 130 84
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Source: Department of Commerce.



SUMMARY
Tapte D-59~Changes in selected tcoromis series since 1947 and since 1953
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e e
R
Wage aod salary workers in non.
o ctitaral establshents.
Manulackuriog.
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Seetoptnotes at end of table,



TasLr D-59,~—Changes in selected economic series aince 1947 and since 1953—Continued
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