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Corporate profits jumped 

1

11.6 billion in the first quar-
er of this year and the Com-

perce Department said yester-
ilay it had underestimated the 
tate of price increases during 
.,, he same three months by 10 
gper cent. 

The news is expected to 
cause further political prob-
lems for the administration's 
Phase III of economic con-
trols. The period of skyrocket-
ing inflation and rising con 

tnorate profits corresponds to 
1.the transition from Phase II 

mandatory controls to the cur-
%rent "self-administered" price 

controls. 
The Commerce Department 

said before-tax profits of cor-
porations increased $11.6 bil-
lion in the first quarter, to a 
seasonally adjusted annual 
rate of $113.1 billion. The prof-
its boost trails only slightly 
the record increase of $11.7 
billion recorded in the first 
quarter of 1971 as the nation 
was recovering from a reces-
sion. 

Tho figures are likely to 

give further ammunition to 
union leaders who are nego-
tiating major contracts this 
year, including electrical and 
rubber workers and the Team-
sters. 

While corporate profits 
more than doubled in the first 
uarter from the $5.8 billion 

increase recorded in the final 
three months of last year, con-
sumer purchasing power—as 
measured by real spendable 
earnings—fell and was no 
higher than a year ago. 

The real spendable earnings 
index computed by the Depart-
ment of Labor adjusts money 
incomes for rising prices and 
increased taxes. 

The Commerce Department 
said that prices rose even 
faster in the first quarter than 

its . preliminary report issued 
last month indicated. A techni-
cal index known as the GNP 
deflator—generally considered 
by economists to be the 
broadest and best measure of 
price performance in the econ-
omy—showed that inflation 
shot up from an annual rate of 
2.8 per cent in the last three 
months of 1972 to 6.6 per cent 
in the first three months of 
1973. 

The 6.6 per cent annual rate 
is far from the administra-
tion's announced goal of slow-
ing price increases in the 
economy to 2.5 per cent by the 
end of the year. Administra-
tion officials still contend that 
they will achieve the 2.5 per 
cent rate by the end of the 
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year, but now concede that 
their earlier estimates that 
prices would advance by no 
more than 3 per cent for the 
year were understated and 
now predict a 4 per rent rise. 

The Commerce Department' 
also said that the Gross Na-i 
tional Product, which mean-I 
ures the market value of all 
goods and services, climbed 
15.2 per cent, faster than the 
rate originally projected, 14.3 
per cent. 

ir

Most of the revision was due 
to a faster-than-expected price 
ise. The revised real growth 

of GNP — after adjustment 
for price increases —. was 8 
per cent, compared with the 
preliminary 7.9 per cent. 
The Gross National Product 

was at a seasonally adjusted 
annual rate of $1,238 billion in 
the first quarter, up $43 bil-
lion from the last quarter of 
1972. 

The Commerce Department 
said about half of the first 
quarter increases in corporate 
profits occurred in manufac-
turing industries, "especially 
in durable goods industries 
where higher earnings were 

• particularly evident fOr auto-
makers, the lumber industry 
and nonelectrical machinery 
producers," the department I 
said.  

Wholesale and retail compa-
nies also registered large prof-
its gains. 

Primarily because of gov-
ernment restraints on divi-
dend payouts, dividend pay-
ments — at $27.3 billion -
were only $0.6 billion ahead of 
the fourth-quarter 1972 rate, 
while retained earnings to-
taled $35 billion, compared 
IY, 144-$30,5  tOginnin the .fourth 
quarter. ..,  


