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Productivity and Costs in the Private Economy, Third Quarter 1973
{(and Data for Nonfinancial Corporations, Second Quarter 1973)

Productivity advanced in the third quarter of 1973, reversing the decline
which took place in the second gquarter, the Bureau of Labor Statistics of the
U.5. Department of Labor announced today. 1In the total private economy, -output
per man~hour increased 1.6 percent (seasonally adjusted, at annual rate) compared
to & decline of 7 tenths of ene percent during the previous guarter. Similarly,
in the nenfarm sector, productivity went up 1.9 percent in the third quarter,
compared to a decline of -0.8 percent im theé previous pericd. In the manufa;turing
sector, output per man-hour advanced 6.8 percent, a significant increase over the
3.8 percent rise which occurred previously.

From the corresponding gquarter a vear ago, productivity advanced 2.5 percent
in the total private economy, 2.7 percent in the nonfarm sector, and 5.0 percent
in manufacturing. (See Table A.)

The turn—arcund in productivity reflected a faster rate of growth in output
tﬁuple& with a slower rate of growth in man-hours, compared to the second quarter.
During the third quarter ocutput rose 3.7 percent for the private sector and 4.5

for nonfarm, up from the 2.6 and 3.9 percent rates, in the previous guarter.
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Table A. Percent Change at Anmual Rate
(Seasonally Adjusted)

IT 1973 IIT 1972
te Lo
IIT 1973 IIT 1973

Total Private

Qutput per man-hour 1
Compensation per man-hour 8
Unit labor costs 6.
Rzal compensation per men—hour -0

Private Nonfarm

Output per man-hour 1.9
Compensation per man-hour 7.9
Unit labor costs 5.9
Resl compensation per man—hour -1.2

Manufacturing

Output per man-hour b
Compensation per man—hour 9
Unit labor costs 2.
Real compensation per man-hour 0

Man-hours in the total private economy rose 2.1 percent in the third gquarter,
afrer pesting a 3.2 percent rise in the quarter before. Since the rate of growth
of employvment was virtually the same in both guarters (2.5 and 2.6 percent,
respectively) the slower growth of man-hours was due to = 0.4 percent decline in

average weekly hours to 37.8.
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In the nonfarm sector, man-hours behaved similarly, rising at an annual rate
of 2.6 percent in the third quarter compared to a 4.8 percent rate of growth ome
guarter earlier. Emplovment growth moderated somewhat in the third quarcer (3.1
percent compared to 3.8 percent in the second quarter) and average weekly hours
decliped 0.5 percent te 37.3.

The sharp rise in manufacturing output per man-hour reflected the rapid
advance cf output with man—hours remaining virtually unchanged.

Compensation

Bourly compensation for ail three sectors rose substantiallv in the third
gquarter, 8.4 percent in the private sector, 7.9 percent in nonfarm and 9.2 percent
in manufacturing. These rates were somewhat higher than in the second guarter.

Rezl compensation per man-hour which is hourly compensation adjusted for
changes in comsumer prices fell by 7 tenths of one percent in the private sector
and 1.2 percent in the nonfarm sector during the third quarter. The CPI rise
more than offsat the increase in compensation per man-hour. In the manufacturing
recter the increase in hourly compensation was virtually the same as the rise in
the CPI.

Costs and Prices

Unit :iabor coste — which reflect both compensation per man-hour and output
fer man—-hour —— rose2 a4t & slower rata in the third quarter inm all three sectors.
In the total private economy, vnlt labor costs went up &t an annusl rate of 6.7

percanr during the third quarter, compared to 7.5 perceat during the previous
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period. 1In the nonfarm sector, unit labor costs rose 5.9 percent, compared to 6.2
percent in the sacend quarter. In the manufacturing sector unit labor costs increased
2.2 percent, about one-half the rise experienced in the previous guarter. The slowing
of the rate of growth in unit labor costs stemmed from the accelerated productivity
increase.

Unit nonlabor payments (which include capital consumption allowances, net interest,
indirect business taxes, and profits) increased 7.4 percent in the private economy,
duplicating the rise which occurred during the second quarcter. In the nonfarm sector
this measure rose 1.7 percent, after having gone up 5.4 percent in the previous
period at seasonally adjusted annual rates.

The implicit price deflator — which reflects changes in unic laber costs, unit
profits, and other mon—-labor costs -- went up 6.9 percent in the private economy, and
4.4 perceat in the nonfarm sector, at annual rates. In each case, the Increase was
smaller than that experienced during the second guarter, when these costs rose 7.5
and 5.9 percent, respectivelv.

Within the nonfarm sector the demand for labor increazsed moderately as reflected
in the change ian the man-hour measure. Substantial fncreasses reglstered in the
mining and "other" industry categories offset s slight cscrease of soplovee man-hours
in the trade industry. In manufacturing, which tegether with trade accvunts for 30
percent of the nonfarm total, man-hours remained ths same in the third guarter.

(S=e Tgbla B.)
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Table B. Fercent Change in Man-hours
{Percent Change Over Trevious Quarter at Annual Rate}

Industry 1873 11 1875 11T

17 e S
Private Nonfarm 4.8 2.6
Mining T.o& 10.8
Construstion i6.1 Sk
Manufacturiag 3.9 d.0

Transpertation, Commucicatien

and Public Utilities b7 0.7
Trade 3:7 -0.2
Finznce, Incurance, and

Raal Escate 3.8 2.2
Services B 3.5
Other &7 19.2

1) Frivare nonfarm includes all persens engagsd ia procuction.
Giher industry cacegorles are paid emplovees only, except for
tha "othar' caregory whiech ineludes government enterpricses,
crivate households, proprleccrs, and unpaid family workers.
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for the sacond quarter of 1973 showed a downward revision of the produetivicy
measure, to 1.9 percent (ssasonzlly adiusted, =t annusl ratz). The measure had

previously been estizated at 2.1 percent, bdsed on preliminary data. The change

refiects » dowaward adjustment of the rate 2{ growth ir output in the nonfinancial
sorporars Bectar, whlch 2t an annual growch rare of 5.0 percent im the second

quarter was lower thasa the previcus escimace of 3.3 percent. The rreiiminary
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estimate of the annual growth rates of compensation per men—hour and real compensation
per men-hour were not affected by the revisions (7.5 percent and -1.2 percent,
respectively). (See Table C.)

Table C. Percent Change ar Annual Bare
{Seasonally Adjusted)

I 1973 IT 1972
o o
IT 1973 II 1973

Praliminary Rewvised Preliminsry Revised

Hen-financial Corperatiops

Cutput per man-hour 2.1 1.9 el 4.0
Compensation per man-hour 7:5 755 7.6 7.5
Unit labor costs 5.3 3.5 3.4 3.4
Real compansation per man-hour =1.2 -1.2 2.0 2.0
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Table 1. Total Private Economy: Cutput per Man-Hour, Hourly Compensation, Unit
Cost, and Prices, Seasonally Adjusted, (Indexes 1967 = 100)

e e

Real
Year and Output per Compensa- compensa=- Unit Unit non=- Implicit
quaTter man-hout Output Man-hours tion per tlon per labor labor pay- price
man-hour 1/ man~hour 2/  cost ments 3/ deflator 4/
1972
lak,.. 10,7 L&, 5 103.5 139.4 L11%.7 125.9 112.6 120.7
ind.,, 112.5 L17.4 LOb, 4 141.4 113.4 125.7 114,1 121.2
Ird... 113,13 119,1 105.1 43,1 113.8 126.3 115.4 122.0
Gth, .. 14,8 L2L.5 105,9 145.7 L14.8 126.9 117.0 123.1
Annual Ave, 112.8 1181 104,7 L1424 113,7 126.2 114.8 121.8
1971
lat... 115.9 124.2 107.1 149.0 L15.8 128.5 1L18.9 124.8
nd... 115.8 125,0 108,0 151.5 115.3 130.9 121.1 1272:1
3rd. . 116.2p 126,2p 108,6 154, 6p 115.0p 133.0p 123, 3 129,2p
1972 Percent Change Over Previous Quarter at Annual Rate 5/
lst,.. 2.1 5.4 3.2 9.9 6.3 7.6 0.5 4,9
nd,.. 6.5 10,4 3.6 5.9 2.8 -0.5 5. L.5
Ird. .. 3.1 5.8 2.6 4.9 1.2 LY b, b 2.8
Gtha .y i B. 4 3.0 7.5 3.6 2.0 6.0 3.5
Annual Ave, 3.8 5 2.7 h.4 3.5 2.9 2.8 2.9
1973
Lstess 4.1 9.3 5.1 9.5 3.5 5.2 6.0 .7
ind... 0.7 2.6 .2 6.9 1.7 7.6 Tl 7.5
Ird... l.6p 3.7p 2.1p 8,4p =0.7p. L.7p T 4p B.9p
1972 Percent Change Over Previous Vear ki i
lst... 3.0 4.9 1.8 7.2 3.5 4.0 1.1 '3.3
nd... 4.1 6.6 2.4 1.0 1.7 2.8 2.1 2.3
jrd, .. 3.7 7.2 3.3 6.3 3.1 2.4 2.6 1,5
adth,.. 4,2 7.5 3.1 T.0 3.5 2.6 L7 | 3.2
1973
Ist..s 4.7 8.5 3.6 6.9 2.8 2.1 G.6 3.4
ind, ., 2.9 6.5 1.5 7.2 1.6 Gl f.l 4.9
Jed. .. 2.5p B.0p 3. dp 8,.0p l.lp S.h4p B.8p 5,9p
See footnotes at -end-of table 4,
p o= praliminary .
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Table 2. [Private Nonfarm Sector: Output per Man-hour, Hourly Compensation, Unlc
Cost, and Prlecos, Seasonally Adjusted (Indexes 1967 = 100)

Raal Unit Unit non- Lisp licli

Year and Output per Output Misii~liiis E?:ﬂ“;::r‘_ Compensa~ Labor labor |
- E - avurc pay- [
quarter man—hour man-hour 1/ tion per / CostL m.:nts P;ﬁ d:::‘:la:ur (Y
: Ry ———— . o man=hour = -~ m—r e .
1972
L7, | S 109. 48 114.9 104 & 137.8 111.4 125.5 L12.5 1.6
2nd ... 111.3 117.9 105.9 L39. 5 111.9 125.3 113.5 120.8
Ird ... 112.9 119.9 106, 2 141.8 112,73 125.6 114.5 121.4
4th ... 114.2 122.3 107.1 144.2 113.%6 126.2 115.8 12%:3
Annual Ave. 112.1 118.7 106.0 140.9 112.4 125.7 114.9 121.3
1973
Ist ... 115.6 125:1 108.2 147.9 114.9 127.9 116.4 123.6
2nd ..o 115.4 126.3 109. 5 149.8 113.9 129.8 118.0 125. 4
Ird ... 115.9p 127.7p 110.2p 152.7p 113, 6p 131.7p 118, 5p 126.7p
Er_u"l.:_ﬂ‘!.;:gillunge_(ﬂe';m'f_’-rgfi_.;ﬁn Quarter at h_l'ﬁ;ual Rate 5/
1972
lag ... 2.5 5.6 3.0 9.9 6.3 7.2 =0.4 4,4
2ed ... 5.7 11.G 5.0 el 2.0 -0.5 1.7 1.0
Ird i 3.6 7.0 1.3 6.7 2.9 1.0 3.6 1.9
Gth ... 4.7 8.3 3.4 6.8 3.1 2.0 b.4 2.9
Annual Ave. 6/ 4,2 7.0 2.7 6.9 3.5 2.6 1.8 2.3
1973
et vl 5.0 9.2 4.0 10.7 b.b 5.4 -4 4.3
2nd .. 0.8 3.9 4.8 5.3 =3.2 6.2 5.4 5.9
3rd o 1.9p 4.6p 2.6p 7.9p -1.2p 5.9p 1.7p 4. 4p
Percent Change Over Previous Year 7/
1972
1St ... 3.5 5.2 1.7 7.3 3.7 3.7 1.4 2.9
2nd L., 4.1 7.0 2.8 6.6 3.3 2.4 1.4 2.1
rd .. &.4 7.8 3.2 6.6 1.4 2.0 1.4 1.8
el 4.6 8.0 3.2 i | 3.6 2.4 2.8 2.5
1973
lst ... 5.3 8.9 3.4 7.3 3.2 1.9 3.5 2.5
2nd ... 3.6 7.1 3.4 7.4 1.8 3.6 3.9 3.7
3rd ... 2.7p 6.5p 3.7p 1.7p 0.8p 4,8p 31.5p G.4p
See footnotes at end of table 4.
p = prallminary j
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Table 3. Manufacturing Sector: Output per Man-Hour, Hourly Compensation, and
Unit Labor Costs, Seasenally Adjusted, (Indexes 1967 = 100)

Year and Qutput per Compensation per Real Compensation Unit Labor
quarter man-hout Output 8/ HaR=BoUTS man-hour 1/ per man-hour 2/ costs
1972

lat... 118.6 113,0 95.3 136.4 110.2 115.1
2nd, .. 120.7 117.1 97.0 138.1 110.7 Llb. 4
Jrd... 123.2 120.3 97.6 139.6 110.9 113.3
behooo 124.9 124, 4 29.6 141.9 111.8 113.6
Annual Ave.. 121.8 118.6 97.4 139.0 110.9 114,
1973

lat... 126.1 127.5 101.1 145.6 113.1 115.4
ind, .. 127.3 129.9 102.0 L48.5 112.9 l116.6
drdina 129.4p 132.1p 102.1p 151.8p 112.9p L17.3p
1972 Percent Change Over Previcus Quarter at Annual Hate 5/

Istous 7.8 12.2 4,1 11.1 7.6 1.1
20d. e 7.4 15.3 Tabs 4,9 1.6 -2.3
3rd... B.6 Ll.4 2.6 bt 0.8 =3.8
Gth .. il 14,3 8,2 6.8 3.2 1.1
Annual Ave. Sadh 8.9 3.4 6.3 2.9 0.9
1973

Lst... 3.9 10,3 6.2 10.8 4,7 6,6
ind,.. 1.8 77 3.8 8.2 =0,7 4,2
lrdau ﬁ.Ep Elqu U-lp 9.2;& ﬂ.lp z.zp
1972 Percent Change Over Previous Year 7/ s
lst... 4,3 5.2 0.9 6,3 2.7 2.0
2nd... 4,1 7.1 2.9 6,2 2.9 2.0
Ivd, .. 5.8 10.4 4,3 5.9 27 0.1
4th,., Tt 13.3 3.3 6.8 3,2 =0.5

ANEINT

1973

Lok..s 6.4 12.8 6.1 6,7 1.6 0.3
2nd. .. 3.3 10.9 5.2 7.5 2.0 1.9
jl‘d”- S.GP grap h-EP E.TP l.BF J.SP
See footnotes at end of table 4, NOTE: Data have been revised beginning in the lst quarter of 1972
p = preliminary to reflect revisions in the Federal Heserve Board Index of

Industrial Production,
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Table &, MNonfinancial Corporations: Output per Man-Hour, Hourly Compensation,
Unit Labor Costs, Unit Profits and Prices, Seasonally Adjusted
(Indexes 1967 = L0D)

feal
Year and Cutput Compensa- compensa- Unit Unit Total Unit Implicit
quarter per Output Man-hour tlon per tion per labor mnon-labor  unit profits price
man-hour man=hour man=-hour cost  costs cost deflator
Y 2/ 9/ w0/

1972

lst... ll6.6 118.5 101.6 136, 8 112.2 119.1 126,3 120,8 83.0 115,11
2nd., . 117.3 120,9 103.1 lag, 2 L12.5 [19.6 127.3 121.5 82,6 115.6
Jrd... 118.3 122.4 104,5 142,13 113,1 120,12 126.5 121.8 84,9 L16,2
tha.a 119.3 125,5 105,2 Lad, 0 113.5 120,7 126.6 122.1 89,0 117,11
Annual Ave. 117.9 121.9 103.4 l4l.3 112.8 119.9 126,7 121.6 84,8 116.0
19713

) 51 S L21.4 129.0 106,2 148,72 115.1 122.0 125.9 123,0 9L.4 118,2
2nd... 122,01 130,6¢ 107.0r 150,.9r 114,8r 123.7r 126,57t 124,47 92.7¢ 119.6r
1972 Percent Change Over Previous Quarter at Annual Rate 5/

lst... 4,7 9.0 ol 11,5 7.9 6.5 =4, 2 1,6 15.6 4.9
nd,,. 2.5 B.6 6.0 b, 2 1. 1.6 L 2.0 -2.0 1.6
Jrdess 3.6 G | 5.9 2.2 2.3 =2.4 1.1 12.0 2.2
hth,.. .4 L0, & 6.8 4.9 1.3 1.4 0.3 1.1 20,4 3.2
Annual Ave. 4.0 Toh 3.3 6.8 .4 2.7 =0.4 1.9 5.8 2.3
1973

lst... 7.3 l1.& 4,0 12,1 5,9 4. -2,0 2.8 11.6 3.8
ind,.. L% 5.0r J1r T.5¢ -1.2r 5.5t 1.7c 4,61 5.5t 4,7r
1972 Percent Change Over Previous Year o

1st.es b7 6.4 l.6 7.4 1.8 2.6 0.6 1.8 Bod 2.2
Ind,.. 4,3 7.2 1,9 6.9 3.5 2.5 0,6 2.0 1.9 2.0
s 3.6 1ad 4,0 6.3 1.1 il -0.9 1.7 4,9 2.1
4th,.. 3.5 8.3 b6 6.6 3.1 3.0 -0,8 2.0 11.2 2.9
1973

lst... 4,2 8.9 4.5 6.7 2.6 2.5 =0.3 1.8 10.2 27
nd... 4,0r B,0r 1,87 .61 2.0r l.ar =0,61 2.4t 12, 3r 3,41

S5ee footnotes at end of table &4,
r = revisaed
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FOOTNOTES, TABLES 1 TO &

Source: OQutput data form the Bureau of Economic Analysis,
U.5. Department of Commerce and the Yederal Reserve Board. Compensation
and Man-hours data from the Bureau of Labor Statistics, U. 5. Department
of Labor and the Bureau of Economic Analysis.

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

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

3/ Nonlabor payments include profits, depreciation, interest, rental
income and indirect taxes.

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

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

6/ Percentage change of annual average.
7/ Current quarter divided by comparable quarter a vear ago.

8/ Quarterly measures adjusted to annual estimates of output (gross
product originating) from the Bureau of Economic Analysis, U.S5. Department
of Commerce.

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

10/ Total unit costs is the sum of labor and non-labor costs.

11/ Unit profits include corporete profits and inventory valuation
ad justment.

Federal Reserve Bank of St. Louis



wd

Lt
ol O
=R
o 0= e
s 1 o
D —

(7]
HDuTnI..E
NHET
_._n_u_._UDn._nﬁ
- N_ul.n.ﬁ
[l O I
=Dy T
TEEFN
3 — P
I — T C
Led

==
DNIMT
nﬁul.uD.n.q_n_n
= 490
-D_DHTIT
..I.IT.NDH
..|...U_._L_n_n
ﬁﬁT.._..LU
— U DHD_
o = Lt
C Wl o
o i
L S - it

O

|95

o = 1y o i QR o u» Lo BT [ u s uy a 1 L
— | v - — e = -— i
== 5 a5 4 & ' F I ! R S T L 1| | I
[ v v ' ] ] ]
= 0 ] — " — = — " — I ¥ N
_— “ " — x _— [ i T ® " |
— i = ) 1 = L0 —_ = i — L0 ¥ R
1 / ¥ [ i ' ¥ -
1 ' ' i 1 i i
| b i | i : : X
i L] i i ] L] =
i i i i i i =
i i i i 1 | g
1 L] " i o
lllllllllllll e DL Y A ST TR TP 5 B et ] e B T L el Eo
i i 1
| ' / "
i [l E
L] i 4
[ 1 o
i i
i B -
[ 4 -
i ' .
i i -
i i H
i i N
[ [
o g = - R ., S RR———— g T e g —
i ' E
[ i
i ] -
1 i
i L]
1 ] |
i i Bl
i ] e
| o i .
i 3 > m “
llllllll $= ....UI.lll._._ i g e e ey e ..I.....r.“.l....-:lrl [ T—— 1
1 \ z = : L
. " T (1] 1 -
R : LS r i ]
=2 i = i -
o X H [} vl a .
I : 1 Lid - o i i |
= : 3 o (VR H " 1 o xy
(o o i ' Qo i [ i i = 4
- e 1 e kel = e (& -“.. e B LEEEEE e el it SRRt ]
i i =1 i m i i [+ o ]
Lid | i = =y | el i i (T A
o I “ L jual "_ = h " Ll E
i | ul aT ' (=] i R = -
— ' ! = - ! = ! ] ]
- " h Lid ] i i Ll an
o ' 1 [ — ! - ! ! o E
= 1 i x 3 Sy i Loy, AR i 1 e i 7
oy s mm g e T e e el e ..“. lllllllll - - .-.-l.-“..l - ...I-.r.-.".....-l o |l. ||||| I.._
o H w i o = i i o ]
: : PN : :
] 0 [] [} [ J
1l 1 ' 1 ¥
(] ] L] L] ¥ &3
] ] W ] (] B
] i [ ' ¥ "
[] ] [] (] (] i
[l i L] ) [] ]
. ! ; | : ]
........ T, SR 1SR AP 1 U | SO MO e, | ]| P et LI || e~ e (1. (I (R
i [ i i ] B
i ¥ [ 1 1 [ H
i i i i i i i
i ] L] i i i
i L] i | ] q 1
] ] i I i i &
1 i i i i —
i i i L) 1 i r
[ i ] i i -
i 1 i i 1 i ]
“ [ " i " [ H H E
¥ [ i ] i i .
M H —— M i i

1969 1970 1871 1972 1973
OBER 26.1973

1968

1967

oc

Federal Reserve Bank of St. Louis

Digitized for FRASER
http://fraser.stlouisfed.org/



CHART 2. PRODUCTIVITY. HOURLY
COMPENSATION, UNIT COSTS AND PRICES
PRIVATE NONFARM SECTOR
(PERCENT CHANGE FROM PRECEDING

QUARTER AT ANNUAL RATE)
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