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8961-2431 or 961-3349

Productiviry and Costs in Nonfinancial Corporations
Firet Quarter 1972

Productivity in che nonfinancial corporate sector ross sharply in the first
quarter of 1972 mainly as a result of a large gain in output, the U. 5. Department of
Labor's Bureau of Labor Statistics announced today. Output per man-hour rose 7 percent
compared to 4.7 percent in the fourth quarter of 1971, reflecting an acceleration in
rezl corporate output from 9.0 percent in the fourth gquarter te 12 percent in the
first quarter.

BLS also issued revised figures for the private, private nonfamm; and manufacturing
gsectors during the first quarter. These dats showed slightly larger increases in
productivity than were orginally reported last month, reflecting the recent revisions

of the Gross National Product and the manufacturing productiom index.

“ote: With this release, the Bureau of Labor Statistics begins regular
publication of 2 quarterly report on productivity ia nonfinancial corpora-
tions. This report will also inelude revisions in data published the
preceding month on productivity in the private, private nonfarm, and manu-
facturing sectors based on revisions in estimares of Gross Natiomal
Product. In general, output and productivity in the corporate sector are
subject co wider swings than in the more comprehensive private and nonfarm
secrtors. Octher characteristics of the new series were explained in USDL

press release 72-242 issued April 25.
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& summary of the new corporate data and the revised dasta for the other sectors

of the economy is presented below.

Table A. Percent Change in Productivity and Costs at Annual Rates
(Seasonally Adjusted)

4th Quarter 1971 lst Quarter 1971
to to
lst Quarter 1972 lst Quarter 1372
Nonfinmancial Corporations {(Preliminary)
Output per man-hour 7.0 5.0
Compensation per man-hour 10.4 6.7
Unit lahor costs 3.2 1.6
Feal compensation per man—hour 6.8 3.1
Total Private (revised)
Output per man-hour 2.3 2.8
Compensation per man-hour 8.8 6.3
Unic labor costs 6.2 3.4
Real compensation per man-hour 3.1 2.7
Privare Nonfarm (revised)
CQutput per man-hour 3.9 3.4
Compensation per man-hour 9.4 6.6
Unit labor costs 5.3 3.1
Beal compensation per man-hour 5.7 3.0
Manufacturing (revised)
Output per man-hour 3.5 3.0
Compensation per man-hour 9.9 5.5
Unit labor costs 6.2 2.4
Real compensation per man—~hour 6.4 1.9

The productivity increase for nonfinancial corporations over the four-quarter
pericd was 5.0 percear. This compares with an over-the-vear increase of 3.4 percent

for the private nonfarm sector and 3.0 percent for manufacturing.
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Hourly compensation rose &t an annual rate of 10.4 percent, reflecting noc only
the expected bulge following the Phase I freeze period, bub also retrocactive wage
payvments and increased employer contributions to Social Security. Although the compen-
sation estimates obtained from the national income accounts include retroactive wags
payments earnsd in the flrst quarter, they do not include retroactive payments earned
in the fourth quarter of 1971. Thus, the compensation levels in the fourth guarter
are too low by the amount of earnings approved retrosctiwvely. This tends to overstate
the percentage change in compensation per man—hour in the first guarter and understate
the change in the fourth guarter.

Over the twe guarters, i.e., from third quarter of 1971 to first quarter of 1972,
the increase at an apnual rate was 6.8 percent., Over the four-guarter period ending
with the first guarcer of 1972, compensation per man-hour incressed 6.7 percent.

Hourly compensation gains were larger than increases in the consumer price Index,
regulting in a sharp inecrease in real compensation per man—hour -- 6.8 percent in
contrast to 1.0 percent in the fourth quarter. The increase from lst guarter 1971 to
lst quarter 1972 was 3.1 percent,

Because the increases in hourly compensation exceeded the productivity gain, unit
labor costs rose moderately at a 3.2 percent annual rate. In contrast, unit nonlabor
costs (such as capital consumption allowances, net interest, and indirect business
taxes) declined by 2.8 percent, as these relatively fixed charges were spread over a
larger production base.

Tetal unit costs (labor and nonlabor costs combined) increased slightly as the
dacreasa in nonlabor costs offset a good part of the rise in unit labor costs. Profits
per umlt of output rose at an annual rate of 20.4 percent, after showing virrually no
change in the 4th quarter of 1971. Owver the four quarters beginaning with the first

quarter of 1971, unit profits rose 4.2 percent. Typically, in periods of rapid economic
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expansion, profit margins begin to widen as productivity increases more raplidly.
This increase brought unit profits to about the same lewval as in 1969,
The implicic price deflacor, which reflects changes in unit labor costs, unit
nonlabor costs and un:-l.t profits, increased at a 3.5 percent annual rate, compared to
a slight decline in the fourth quarter. Compared to the Ist guarter of 1971, the price

deflator for nonfinancial corporarions rose by 2.2 perceant.
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Table 1. Total Private Economy: put per Man-Hour, Hourly Compensation, Unit
Cost, and Prices, Seasonally Adjusted, {(Indexes 1967 = 100)

Compensa- Real Unlt non- Implicit
Year and Output per tion per compensa-— Unit labor labor pay- price
quarter man-hour Output Nan-hours man-hour 1/ tien per cost ments 3/ deflator 4/
man-hour 2/
1971
1st... 106.9 108.3 101.3 129.8 108.6 121.4 110.4 117.1
2nd. .. 107.4 109,73 101.7 131.7 109.0 122.6 111.7 118.4
EL 4t PN 108.5 110.0 101.4 133.7 109.6 123.3 112.6 119.1
175 < 109.3 111.7 102.2 135.1 110.1 123.6 113.0 119.5
Annual Ave. 108.1 109.8 101.7 132.6 109.3 122.7 111.9 118.5
1972 '
lst... 109.9 113.3 r 103.1 r 137.9 111.5 125.5 113.8 r 120.9 ¢
Percent Change Over Previous Quarter at Annual Ratéi:F
1971 =
18k, s 6.2 8.5 2.1 8.5 5.1 z2.1 8.7 b b
anrvc 1.9 3.5 1-? 5.2 ]_-l? &tl 'l!ll-ﬁ .I!'.j
3rd.. 4.0 2.7 - 1.2 6.2 2.1 2.2 3.3 2.5
4th. .. 3.2 6.3 3.0 h.2 1.9 1.0 1.4 1.2
dnnuil Aves! 3.6 2 - 0.7 6.9 2.6 322 6.3 4.3
1972
15t 2.3 r 5.9r 3.6 r B.6 5.1¢ 6.2 r 3.3 <o B 4
lercent Change Over Previous Year 7/
1971
1st... 3.8 1.5 - 2.3 7.1 2.1 1.2 I Y 4.9
2nd. . . 3.6 2.2 - 1.3 7.5 3.0 1.8 7.0 5.0
drd... 3.0 2.5 - 05 B.7 2.4 3.6 5.8 bad
4th... 3.8 5.2 1.4 6.2 2.7 2.3 4.5 3.1
1972
15t... 2.8 4.6 r : 6.3 2.7 3.4 3.1 r 3.3
- r = riewvisgl
See footnotes at cod of table 4 p = prellimbvary
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Table 2. Private Nonfarm Sector: Jut per Man-Hour, Huurly.ﬂnnpenaatlan. Init
Cost, and Prices, Seasonaily Adjusted, (Indexes 1967 = 100)

Compensa- Real Unit non- Implicic
Year and Qutput per tion per compensa-— Unit Labor labor pay- price
quarter man-hour Qutput ¥an=hours man-hour 1/ tion per cost ments 3/ deflator 4/
man-hour 2/
1971
1st... 105.8 108.5 102.5 128.4 107. 4 121.3 11G.9 117.4
2nd... 106.5 109.5 102.8 130.4 108.0 122.4 112,2 118.6
3rd. .. 107.1 110.0 102.6 132.2 108.3 123.4 112.8 119.4
dcth... 108.3 111.9 103.3 133.8 109.0 123.5 112.6 119.4
Annual Ave. 107.0 110.0 102.8 131.2 108.1 122.7 112.1 118.7
1972
lat... 109.4 ¢ 113:9 ¥ 104.2 r 136.8 110.6 r 125.1 3113.) ¢ 120.5 r
Percent Change Over Previous Quarter at Annual Rate 5/
1971
Ist... 6.6 8.8 2.1 8.6 5.2 1.9 8.1 4.1
ind... 2.7 3.7 1.0 6.6 2.1 3.8 4.6 4.1
3rd... 2.3 1.8 - 0.5 5.4 1.3 3.0 2.4 2.8
Geha .. 4.5 7.2 2.6 5.0 &7 0.5 - 0.9 - 0.1
annual Ave®/ 3.4 2.7 - 0.7 6.9 2.5 3.4 6.6 4.5
1972
15€. .9 ¢ 7.4 r .4 r 9.4 r 5.7 5.3 1.7'x 4.0 r
Percent Change Over Previous Year 7/
1971
1st... 3.7 1.3 - 2.3 7.3 2.2 3.5 9.5 5.5
ind. .. 3.3 2.1 - 1.2 7.3 2.8 3.9 7.8 5.3
3rd... 2.5 2.0 - 0.4 6.5 2.2 4.0 5.8 h.b
&eh. .. 4.0 5.3 1.3 6.4 2.8 2.3 3.5 2.7
1972
5 0] PR 1.4 r 5.0 r 1.6 ¢ 6.6 3.0 r 3.1 1.9 r 2.7
o= rnuhhuln
See¢ footnotes at end of table 4. p = preliminary
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Table 3. Manufacturing Sector: Output per Man-Hour, Hourly Compensation, and
Unit Labor Costs, Seasonally Adjusted, (Indexes 1967 = 100)

Year und Output per Output 8/ Man-hours Compensation per Real Compensation Unlt labor
quarter man-hour = man-hour 1/ per man-hour 2/ rosLs
1971 - Sad i
lat... 110.1 104.2 Q4.6 127.2 106.5 115.6
2nd... 111.% 106.0 94.7 L28.6 106.4 114.9
Jrda.. 112.2 105.3 93.9 129.9 106.5 115.8
4th... 112.4 106,13 94.6 131.1 106. 8 116.6
Annual Ave. 111.5 105.3 4.4 129.1 106. 5 115.8
1972
lst... 113.4 r 108.3 r 95.5 134.2 r 108.5 r 118.4 ¢
Percent Change Over Previous Quarter at Annual Rate 5/
1971
lst... 8.5 11.5 2.8 B.4 5.2 - 0.0
2“ﬂ... E-? ?il u-‘i -ﬁ.z =t D.] - 2-&
3rd... 1.0 - 2.6 - 3.6 4.2 0.2 3.1
4th... 0.8 3.9 3.1 3.8 1.4 3.0
Ml‘luﬂl EVEIEI 3!5 - ﬂiﬁ‘ S 3-? 6-2 l.-B 2-5‘
1272
lst... 3.5 r 7.1 ¢ 4.1 ¢ 9.9 r 6.4 ¢ 6.2 r
Percent Change Over Previous Year 7/
1971
18t. .. 4.0 - 31 - 6.8 7.5 2.4 3.3
2nd. .. 3.6 - 1.2 - 4.6 6.9 2.4 3.2
zl‘d-.- 2-? - I.-ul - -]'ra 5‘1& l-J' 2-3
,ﬁth... fhz 'ﬁ-ﬂ ﬂ.ﬁ 5-1 1-5 ﬂ-g
1972
1st... 3.0 r 3.9 r 0.9 5 1.9 r 2.4 ¢
See footnotes at end of table 4 . r = revised

p = preliminary
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Table 4. Nonfinancial Corporations: .utput per Man-Hour, Hourly Compensation,
Unit Costs, Unit Profits and Prices, Seasonally Adjusted
(Indexes 1967 = 100)

Real
Yeartand Output per Output Man-hours Compensation compensa- Unit Unit Unit Implieit
Quarter man-hour per tion per labor non-labor Profits price
man-hour 1/ man-hour 2/ cost costs 9/ - 10/ deflator
1971
1st... 110.0 110.5 100.5 128.0 107.1 116.4 126.4 83.5 113.5
2nd. .. 111.0 ) 111.6 100.5 130.1 107.7 117.1 127.3 B5.7 114.5
3rd... 112.3 111.9 99.6 132.1 108.3 117.7 130.5 B3.1 115.1
4th... 113.6 114.3 100.6 133.2 108.6 117.3 131.2 83.1r 115.0
Annual Ave, 111.6 r 112.1 100, 4 130.7 107.8 117.1 128.7 B3.7r 114.5
1972
Ist... 115.5 p 117.6 p 101.8 p 136.6 p 110.4p 118,2p 130.3p 87.0p  116.0p
Percent Change Over Previous Quarter at Annual Rate Ef
1971
1st... 10.9 14.8 35 7.5 4.1 - 3.1 - 2.5 81.9 3.6
2nd... 3.7 4.0 0.3 6.5 2.3 2.7 2.6 11.0 3.6
Ird... 4.6 0.8 - 3.6 6.6 b 2.0 10.5 -11.8 2,2
4th... 4.7r 9.0r 4.1 3.3 1.0 - 1.3r 2.3 - 0.1r - 0.3
Annual Ave. 4.6 2.9 - 1.7 7.0 2.6 2.2 6.0 11.4r 4.0
1972
1st... 7.0p 12.0p 4.6 p 10.4 p 6.8p 3.2p - 2.Bp 20,4 p 3.5p
Percent Change Over Previous Year 7/
1971
- 4.6 0.7 - 3.7 7.8 2.8 3.1 8.2 h 3 [ Sel
Znd... &.2 1.8 - 2.3 7.7 3.3 3.3 6,5 11,2 4.9
3rd... 4.2 2.1 - 2.0 6.8 2.4 2.5 6.9 8.5 §,2
4th... 5.9r 7.0r 1.0 6.0 2.4 0.0 3.1 15.5r 2.3
hte 5.0p 6.4p 1.3p 6.7p 3,1p 1.6p  3.1p 4,2 p 2.2 p
Sea footnotes at end of table 4. r = revyised p = preliminary
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FOOTNOTES, TABLES 1 TO 4

Source: Output data from the Bureau of Economic Analysis,
. 5. Department of Commerce and the Federal Reserve Board. Compen-
sation and man-hours data from the Bureau of Labor Statistics,
U. S. Department of Labor and the Bureau of Economic Analysis.

U

1/ Wages and salaries of employees plus employers' contributions
for social insurance and private benefit plans. Except for nonfinancial
corporaticns, where there are no self-employed, data also includas an
estimate of wages, salarles and supplemental payments for the self-
employed.

2/ Compensation per man—hour adjusted for changes in the Consumer
Frice Index.

3/ DNonlabor payments include profits, depreciation, interest,
rental income and indirsct taxes.

4/ Current dollar gross product divided by constant dollar
gross product.

5/ Percent change compounded at znnual rate from original
data.

6/ Percentage change of annual average.

lf Current guarter divided by comparable quarter & year ago.

8/ OQuarterly measures adjusted to annual estimates of output
{gross product originating) from the Bureau of Economic Analysis,

U. 5. Department of Commerce.

9/ Uait nonlabor costs include depreciation, interest and
indirect taxes.

10/ Unit profits include corporate profits and inventory valuation
adjustmant.
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