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Productivity and Costs, Fourth Quarter 1972
and Annual Data for 1972

Fourth Quarter 1972

Productivity (output per man~hour) in the private economy rose at an annual rate of
5.3 percent in the fourth quarter of 1972 compared with 4.1 percent in the third gquarter,
the U. 5. Department of Labor's Bureau of Labor Statistics announced today. The
fourth quarter increase in productivity reflecred an 8.9 percent rise in output
sssociated with 3.4 percent increase in man-hours., The acceleration was a2 result nf =
sharp increase in farm productivity.

In the nonfarm sector, productivity increased by 4.3 percent, down-somewhat from
6.5 percent in the third guarter, but well above the long-term trend rate over the last
two decades.

Productivity increases in the manufacturing sector also slowed, rising 2.4 percent
during the fourth quarter, compared with a 5.5 percent gain in the previous quarter.

Over the four-guarter perlod ending with the fourth guarter of 1972, the rates of
change in output per man-hour gﬂrgjfy}:percent for the private economy, 5.3 percent for
the private nenfamm secter, féd 4.0 fpercent in manufacturing.

Recent changes in produéﬁiﬂixy;-huurly compensation, and unit labor costs at aonual

rates are summarized below.
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Table A. Percent Change in Productivity and Costs at Annual Rates
(Preliminary seasonally adjusted data)

Ird Quarter 1972 4th Quarter 1971
to 4th Quarter 1972 to 4th Quarter 1972

Total Private

Output per man-hour 5.3 4.9
Compensation per man-hour 7.8 6.6
Unit labor costs 2,3 1.6
Real compensation per man-hour £.0 3.0
Private Nonfarm
Output per man-hour £.3 5.3
Compensation per man—hour 7.4 6.8
Unit labor costs 3.0 1.4
Real compensation per man—hour 3.7 3.3
Manufacturing
Qutput per man-hour 2.4 5.0
Compensation per man-hour 6.7 6.9
Unit labor costs .1 1.8
Real compensation per man-hour 3.0 3.4

The acceleration of growth of ocutput per man-hour in the private sector was
attributable to a substantial increase in output——from 6.5 percent in the third quarter
to B.9 percent in the fourth quarter. Man-hours alsc increased, but at a slower rate
than output-=-up from 2.3 percent in the previous guarter to 3.4 percent in the fourth
quarter.

In the nonfarm sector, the deceleration in productivicy growth reflected the much
sharper rise in man-hours which occurred in rhe fourth querter—-4.3 percent in contrast
to 0.9 percent in the third quarter. Output continued ro show a very high rate of gain--
8.6 percent in the fourth quarter--bur this was only moderately higher than the 7.5

percent increase in the third quarcer.
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Although the trate of increase of manufacturing output during this quarter was very
strong--12.5 percent compared with 7.1 percent in the third quarter--there was an even
greater jump in manufacturing man-hours-—9.8 percent compared with a 1.6 percent rise in
the third quarter. Therefore, the rate of increase in productivity slowed substantially
from 5.5 percent to 2.4 percent in the fourth quarter. Compared with the fourth quarter
of 1971, output per man-hour in manufacturing rose 5.0 percent.

During the fourth quarter, hourly compensation in the private sector increased
7.8 percent, up from 4.4 percent in the third quarter. The increase cver the same period
& vear ago was 6.6 percent.

In the nonfara sector, hourly compensation rose 7.4 percent in the fourth quarter
compared with 6.1 percent in the third gquarter. Since the fourth quarter of 1971, hourly
compensation increased 6.8 percent.

In manufzcturing the increase in the fourth gquarter was somewhat less than in the
nonfarm sector--6.7 percent. Owver the period a year ago, the gain was 6.9 percent.

Rezl hourly compensation (hourly compensation adjusted for changes in the consumer
price index) in the private economy rose 4.0 percent in the fourth quarter. This was
a substantial increase over the less than one percent gain which occurred in the third
quarter. Since the rates of increase in the CPI were about the same in both the fourth
and third quarters, the differences in the gains in real hourly compensation reflected
the inecreases in hourly compensation.

Since hourly compensation gains were somewhat greater than the productiwvity
increases, unit labor costs in the private séctor rose 2.3 percent. In the nonfarm
sector, unit labor costs increased 3.0 percent after declining slightly in the second and
third quarters. Unit labor costs in manufacturing increased 4.1 percent in the fourth

quarter after declining in the two previous gquarters.
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The increzse of unit nonlabor pavments (which include capital consumption allowances,
net interest, indirect business taxes, and profits) slowed in the private economy-—3.3
percent compared with a 5.6 percent increase last quarter. In the nonfarm sector, umit
nonlabor payments rose 0.4 percent--down from 4.7 percent im the third quarter.

The tise in prices as measured by the implicit price deflater (which reflects changes
in unit labor cost, nomlabor costs, and profits) was 2.7 percent in the private economy
in the fourth quarter and 2.1 percent in the nonfarm sector. These increases were
slightly higher than those posted in the second and third gquarters.

The scrong demand for labher in the fourth quarter in the nonfarm sector, as expressed
by the sharp rise in man-hours, was fairly widespread with in the sector. The largest

rise, howevar, was in manufacturing. (See table B.)

Table B.
Percent Change in Man-hours (Preliminary)

(percent change over previous quarter at amnual rate)

Industrey 1972 IIT 1972 1V 1972 Annual
¥rivate nonfarm EI.IEI 4.1 2.7
Mining -0.3 1.5 1.1
Construccion 3.5 =5.0 2.2
Manufacturing 1.7 10.0 3.5
Tzansportacicn azad
public utilities -1.3 4.1 1.6
Trade 1.5 3.9 3.4
Finance, insurance
and real escate 2.8 3.6 3.9
Sexvices 6.4 2.7 3.5
Other 1/ -6.8 =-1.5 =0.2
4/ 'EmE:J_'r]as goverament enterprlises, private househeolds, proprietors, and unpaid family
HOTers.
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While most of the fourth gquarter gain in nonfarm man—heours resulted from employment
increases, the rise in manufacturing man-hours reflected marked increases in both employ-
mant and average weekly hours. This partern was typical for the entire year as employ-
ment increased in each quarter in all three major sectors of the economy. However, it
was only in manufacturing that increases in Fhe length of the workweek was a consistent
source of man-hours advances. (5=e table C.)

Table C. Percent Changes in Man-hours, Employment and Average Weskly Hours (preliminary}

{percent change over previous quarter at annual rate)

Man-hours Employment Average Weekly Hours
Total Private Manu- Total Privacte manu- Total Private Manu-
pri- aon- factur- pri- non- factur- pri- non- fac-
vate farm ing vate farm ing vate farm turing
1972 I 3.1 2.8 3.3 2.9 3.2 2.2 0.2 ~0.a 1.0
II 3.8 5.2 7.7 3.5 &.2 5:5 B2 1.0 2.0
II1 2.3 0.9 1.6 2.8 1.4 1.4 =0.5 =0.5 1.0
v 3.4 5.1 g9.8 3.8 3.9 7.7 ~0.& 2 ) 2.0

As a result of five quarters of marked increases, employment in the private economy
and the nonfarm sector stands at record highs, after excesding the 1969 peak in the first
quarcter of 1972. In contrast, manufacturing employmeat is =still more cthan four percent
below the 1969 peak, reflecting the larger employment adjustments made in this sector

coupled with a longer lag before the upturn in hiring. (See tabls D.)
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Table D.

Indexes of Employment

(1967 = 100)
Private Nenfarm Manufacturing

1969 I 104.2 104,7 103.2
II 105.0 105.6 103.8

ITI 105.4 106.2 104.1

v 105.6 106.6 103.4

1970 I 105.6 106.6 102.5
II 105.2 106.0 100.7

I1I 104.7 105.7 99.1

v 103.9 104.9 95.3

1971 I 104.2 105.3 95.8
11 104.3 105.3 96.0

III 104.4 105.5 95.0

Iv 105.1 106.1 95.3

1972 1 105.8 106.9 95.8
I1 106.7 108.0 97.1

III 107.5 108.4 7.5
IV 108.5p 109, 4p 99.3p

ANNUAL REVIEW OF PRODUCTIVITY AND COSTS

For the second successive year, private sector productivity increased at a faster
pace than the long-term growth rate of 3.0 percent over the last two decades. Rising by
4,2 percent, ths 1972 output per man-hour increase represented an improvement over the
1971 rate of 3.6 percent and was the best gain since 1966.

Although productivity increased both in 1971 and 1972, the gains reflected different
underlying patterns. In 1971, output per man-hour improved mainly as a result of a
decline in man-hours, with only a modest gain of 3.0 percent in output. 1In 1972, the
gains resulted from both output increases and somewhat smaller man-hour increases. The

man-hour increase which occurred in 1972 reflected both an increase in employment and
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average weekly hours. In fact, a lengthened average workweek was posted for the first
time since 1966.

Hourly compensation increased at a slower rate im 1972 than in the previous year.
During 1972 the gain was 6.2 percent, in contrast te a 7.1 percent rise in 1971.

Real hourly compensation (hourly compensation adjusted by taking into account the
rate of change of consumer prices) increased 2.9 percent. Although the gains in hourly
compensation slackened somewhat, the rate of change in the consumer price index also
slowed, so that increases in real compensation per man-hour were virtually the same in
the two years.

Unit labor costs, which reflect the relationship between hourly compensation and
output per man-hour, also Increased more slowly in 1972 then they did in 1971. In 1972,
the increase was 1.9 percent, down from 3.4 percent In 1971 and much smaller than the
4.9 percent annual rate for the 1965-70 period.

Price increases for the private sector slowed considerably to a moderate 2.6 percent
rise, in contrast to a 4.3 percent increase in 1971.

In the nonfarm sector, productivity rose 4.7 percent In 1972, compared with 3.6
percent in 1971, reflecting an increase of 7.6 percent in output and 2.7 percent man-
hours. The pattern was similar to that which took place in the total private economy.
Einilarir, increases in hourly compensation fell off somewhat—b6.4 perceat in 1972 com
pared with 7.1 percent in 1971. Unit labor costs rose 1.6 percent in 1972, compared
with 3.4 percent in 1971.

Prices in the nonfarm sector decelerated even more than they did in the private
economy-—the rate of increase slowing to 2.1 percent, whereas the previous year
experienced the same 4.3 percent gain as in the private economy.

Productivicy in manufacturing gained less rapidly in 1972 than in the private economy

and the nonfarm sector. Output per man-hour rose 4.0 percent, down from the 5.8 percent
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increase in 1971. The higher gain in 1971, however, reflected in part the rebound from
the auto strike which had its proncunced lmpact in the manufacturing sector. The 1972
increase is substantially greater than the long-term rate for manufacturing--3.0 percent
over the last two decades.

Hourly compensation advances in manufacturing sloved somewhat from the pace
registered in 1971--6.2 percent in 1972 compared with &.8 percent in 1971.

Unit lahor costs in manufacturing rose 2.1 percenc in 1972, up from 0.9 percenr in

1971, reflecting a greater slowdown ia productivity than in hourly compensation.
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Tahle 1,

Total Private Economy:

Output per Man-hour, Hourly Compensation, Unit

Labor Cost, and Prices, Seasonally Adjusted, (Indexes 1967 = 100)

Year and Out put per
quarter man=hour
1971
%““' 107.0
ndaya 107.6
Hrd--- 108.5
Ehis 109. 4
Annual ﬂvﬁ. 108.1
1972
[T 110.5
2vdios 1122
Fod i 113.3
% ol P 114.8p
Annual Avg, (p 112.7p
1971
lst.. 7.5
2nd. .., 3.9
Jed. 9,2
FITL o, SRR 3.7
Annual Avg. i 3.6
1872 R iJ
lst... 3.9
2nd. .. 6.2
Ard.a 4.1
bl .. 5.3
Auniual ﬁug{.ﬁf 4.2;
1972
laf e 9.3
2nd. .. 4.0
3xd... h.5
hth.., E"Q‘P

T -

Sea footnotes at
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end of tahle 4

Real
: Compensa- compensa= Unit labor Unit non- Implicit
o Ll Han=houts tion per tion per cost labor pay- price
man=hour ij man-hour 2/ ments 3/ deflator 4/
\Vi
108.7 101.6 130.6 109.2 122.0 109.1 117.0
109.7 101.9 132.5 109.7 123.2 ll?.% ilg.a
110.4 101.8 134.4 110.2 123.9 111. ;
112.3 102.6 1396 |36 110.8 124,2 111.6 119.3
110.3 102.0 133.4 109.9 123.,4 110.6 118, 4
114,3 103.4 138.8 112.2 125.7 112.6 120.6
117.1 104. 4 140,7 112.9 125.5 114.3 171.1
118.9 105.0 142,2 113.1 125.5 115.8 121.8
121.5p 105.9p 144, 9 114.2p 126.3p 116.8p 122.6p
118.0p 104.7p 141.7p 113.1p 125.7p 114 . 9p 121.5p
Percent Change Over Previous Quarter at Annual Rate 5/
8.7 L.Z @2 5.8 1.7 10.5 4.7
37 1.5 6.2 1.8 3.9 4.9 4.3
2.5 -0.6 5.8 1.7 2.6 3l 2.8
7.2 3.4 LT o 1.0 1.1 1.0
3.0 =0.6 Tl 2t 3.4 6.0 4.3
7.0 5 ) 8.7 i 4.6 3.6 4,2
10,2 3.8 3.6 2.4 0.6 6.0 1.7
6.5 243 4,4 0.8 r 0.3 5.6 2.2
8.9 EPRCY 7.8p 5.0 p 2.3p 3.3p 2.7p
?.U'r_l Z.Gp 5.2[_1. 2.9 P 1:-‘3]] 3-9'[} 2.611
Percent Uhnnnéhﬁver Previsus Year lf
5 3 B 1.8 6,1 2.7 3.0 3.2 3.1
6.7 2.4 6.2 2.9 1.9 3.5 2.4
1.7 8 | 5.8 2.6 1.3 4,1 253
8.2 3.1p G.6p 3.0p 1.6p h.6p 2.7p

p= preliminary

r= revised



Table 2. Private Nonfarm Sector: Output per Man-hour, Hourly Compensation, Unit
Labor Cost, and Prices, Seasonally Adjusted, (Indexes 1967 = 100)

Real
Year and Qutput per Compensa- compensas- Unit labor Unit non- Implicit
- Cutput =1 . )
quarter man~hour Utk SAN-hQurs tion per tion per cost labor pay- price
man-hour 1/ man-hour 2/ ments 3/ deflatur 4/

T3 . L _ o . - . I - N i .. L
j H- § wohT 105.8 in8.7 102.8 128.8 107.8 121.8 109.5 117.1

¥ i1 14 SRS 106.6 109.8 103.0 131.72 108.6 123.0 110.5 118.1
Ir i i 107.3 1140.5 103.0 132.9 108.9 123.8 111.3 119.1
ety 108.5 112.7 103.8 134.5 109.6 123.9 111.3 119.1
Ammual Ave, 107.1 110, 4 103.2 131.8 108.7 123.2 110.7 118.4
1972

1st... 109.9 114.9 104.5 137.4 111.1 125.0 112,32 120.2
2ad... 111.3 117.8 105.9 139.0 111.5 124 .9 113.7 120.6

Ird. .. 1131 120.0 106.1 141.1 112.1 124.8 115.0 121.1"
ath... 114.3 p 122,5p 107.2n 143.6 p 113.2 p 125.7 p 115.1 g 121.7 p
Annual Ave, 112.1 p 118.8p 105.9p 140,33 p 112.0p 125,1p 114.0 p 120.9 p
1971 Percent Change GvEr Previous Qué}tef at_Annual Rate 5/

lst.,. 7.4 8.6 1.1 9.1 5.7 1.5 10.1 4.5
2nd... 3.2 4.1 0.9 2.5 1.0 4,2 3.7 4.0

Jrd. .. 2.5 2.4 -0.2 5.2 Lol 2.5 2.9 2,7
4th, 4.7 B.1 3.3 4,9 ) 0.3 =01 0.1
Annual Ave, 6/ 3.6 3.0 0.6 5 | 2.7 3.4 6.1 4.3
1972

1st... 5.2 8.1 2.8 9.1 5.5 3.8 3.5 3.7
e . 5.1 10.6 5.2 4.6 1.5 -0.5 5.2 1.5

jrd.. 6-6 ?uﬁr Uvg Etl 21"!. -Urﬂ' ‘EI'-? lnfi-
Lth. s 4.3 p . 8.6p 4.1p T.4p 3.7p 3.0p 0.4 p 21 p
Annual Ave, 6/ 4.7 p 7.6p 2.7p b.4p 3.1lp l.6p 3.0p 2:1p
- Percent Change Over Previous Year 7/

- T 1.9 5.6 p 6.7 1.0 2.7 2.5 2.6

2nd.,. 4.4 7.3 2.8 5.9 2.7 1.5 2.9 2.0

i | f 2 EAE 5.4 r B.6 3.0 6.2 3.0 0.8 1.3 1.7

El-thrtl 5 3? B'?P 3.2‘] ﬁ"B"I'_I 3-3P lqﬁp 3-'{|p 2.1]3

See footnotes at end of table & p= preliminary r= revised
bl
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Table 3, Manufacturing Sector: Output per Man=hour, Hourly Compensation, and
Unit Labor Costs, Seasonally Adjusted (Indexes 1967 = 100)

Year and Output per Compensation per Real compensation UInit labor
quarter man=hour Oucput 8/ S fou man=hour 1/ per man-hour 2/ CcOSts
1971 l/
18t... 112.6 106.3 94,4 128,2 107.3 113.9
2nd... 114.7 108,2 9.3 130.0 107.6 113.3
3rd... 115.3 107.,9 93.5 131.2 107.6 113.8
4th... 115.1 108.7 94,5 132,2 107.8 114.9
Annual Ave. 114, 4 107.8 04,2 130.5 107.5 114.0
1972
1st... 116,.6 111.1 95.3 135.9 109.9 116,5
2nd... 118.5 115.0 97.0 137.5 110,23 116,0
rd... 120.1¢ 117.0 97.4 139.1r 110.6r 115.9
dch... 120,6p 120.5p 99.7p 141.4p 111.4p 117.0p
Annual Ave, 119.1p 115.9p 97.4p 138.6p 110,6p 116.4p
1971 Percent Change Over Previous Quarter at Annual Rate 5/
1st.,. 13.8 16,6 2.5 9.0 57 ~ha2
2nd. .. 7.9 7.3 -0.5 5,7 1.2 -2,0
Jrd. . 2,2 -1.1 -3,2 3.7 -0,3 1.5
dth.., «1,0 3,0 4,1 3.1 0.8 4,2
Annual Ave. 5.8 1.7 4,0 6,8 2.4 0.9
1972
lat, .. 5.6 9.1 3.3 11.5 4,0 5.6
an... ﬁ-ﬁ 1'&‘-8 ?-? ‘!*'IH 1-5 -]-l&
Jrd... 5.5r Tal 1.6t 4.9r71 1.3¢ -0,6
4th... 2.4p 12.5p 9.Bp b.7p 3.0p d.1p
Annual Ave, 4,0p 7.5p 3.4p G.2p 2.8p 2.1p
1972 Percent Change Over Previous Year 7/
lst, .. 1.6 4,5 0.9 6.0 2.4 2,3
2nd. .. 3.3 6.3 2.9 5.8 2.4 2.4
drd. .. bolr 8.4r L4,2r 6.0r 2.81 1.9
4th... 5.0p 10.9p 5.6p 6.9p .b4p 1.8p
See footnotes at end of table & p= preliminary = revised
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Table 4. MNonfinancial Corporations: Output per Man-hour, Hourly Compensation,
Unit Labor Costs, Unit Profits and Prices, Seasonally Adjusted
(Indexes 1967 = 100)

Real
Year and Output per Compensa- compensa- Unit  Unit Unit Implicit
0 -
quarter man=hour RERA Han-hours tion per tion per labor non-labor Profits 10/ price
man-hour 1/ man-hour 2/ cost costs 9/ deflator
1971 :
lst.,. 110.6 110.7 100.1 1292 108.1 116.9 124.7 76.6 112.4
2nd, .. 117 111:9 100.2 131.4 108.8 117.6 125.7 78.8 113, 4
3rd... 113.1 11245 99.4 133.:5 109. 4 118.0 128,2 76.9 113.49
4th.,, 114.0 114.6 100.6 134.7 109.8 118.2 129.4 74,5 113.9
Annual Ave. 112.5 112.5 100.0 132.4 109.1 117.7 126.9 76.6 113.4
1972
lst..,. 115.8 117.8 101.7 137.9 111.5 119.1 127.9 78.1 114.8
2nd. .. 117.3 120.9 103.1 139.6 111,9 119.0 128.9 79.8 1 i e 7
3rd. .. 118.7 122. 7y 103.4 141,3 112.3 119.1r 128.6 ¢ Bl.br 115.4
1971 Percent Change Over Previous Quarter at Annual Rate 5/
Isty. . 10.7 12,8 1.9 8.2 4,9 < = 1.5 2.3 4.0
2nd, .. 4,3 4.5 0.2 6.4 2.7 2.5 3.2 11,9 3.6
3rd. .. 5,0 1.9 - 2.9 6,7 2id 1.6 8.3 - 9,2 1.9
4th. .. 3.0 749 &7 s 1.4 0.6 3.6 - 11,8 0.0
Annual Ave, 4.7 2.7 = 19 il 2.8 245 5.3 7.8 3.6
1972
lat... 6.6 11:35 4,6 9.8 b.2 3.1 = 4.5 20,9 2:9
Znd, ., 5.3 11.0 53 4.8 Lii 7 = 0.5 3.1 8.9 1.3
ard. .. 4.7r B.2r 1.5 5.1 1.4 0.3r - 1.0r 9.4 0.9
lé?l Percent Change Over Previous Year 7/
lst,., 4.7 0.6 - 4,0 B.2 3.1 33 6.7 6.6 N
2ond. ., 4.2 1,7 - 2 7.7 3,2 3.3 5.7 6.3 4.2
31‘4:1..- r{- I:I -lla - 2.1 5.8 215 2.3 En'El‘ ﬁuﬂ j{-ﬂ
Gtha ., 3.7 6.7 0.9 6.4 2.8 0.6 3.3 13.0 2.4
1972
15[‘_." 'ﬁ'v.l'r ﬁ04 1.5 54? 3-1 21{] 2-6 2.5 ?—-I
ond, .. 5.0 8.0 2.9 6.2 2,9 1.2 2.5 1.3 h i
Ird, ., 4.9 ! 4.0 5.8 2.6 0.9 0,31 b.1x 1.3
)
See footnotes at end of table r= revised
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FOOTNOTES, TABLES 1 TO 4

Source: Output data from the Bureau of Economic #nalysis,
U. S. Department of Commerce and the Federal Feserve Board. Compen-
sation and man-hours data from the Bureau of Labor Statistics,
U. S. Department of Labor and the Bureau of Economic Anzlysis.

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

2/ Compensation per man-hour adjusted for changes in the Consuzer
Price Index.

3/ PNonlabor payments include profits, depraciation, interest,
tental income a2nd indirect taxes.

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

5/ Percent change compounded at annual rate from original
data rather than index numbers.

6/ Perceatage change of annual average.

71/ Current quarter divided by comparacle quarter a year ags.

8/ Quarterly mcasures adjusted to annual estimates of ocutput
(gross product originating) from the Bureau of Economic Analysis,
U. 5. Department of Commerce.

9/ Unit honlabor costs include depreciation, interest and
indirect taxes.

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

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



CHART 1. PRODUCTIVITY. HOURLY
COMPENSATION. UNIT CO3TS AND
PRICES--TOTHL PRIVATE ECONOMY
(PERCENT CHANGE FROM PRECEDING

QUARTER AT ANNUARL RATE)
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CHART 2. FHD?UETIVITY.

PRICES--PRIVATE NﬂNfHHH
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