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Productivity (output per man-hour) in the private economy declined at an annual
rate of 1.3 percent in the fourth gquarter of 1973 compared with a rise of 0.4
percent in the third guarter, according to preliminary figures announced today by
the Bureau of Laber Statistics of the U.S5. Department of Labor. Th; fourth quarter
decrease in productivity reflected a rise in man-hours (2.5 percent) that was
greater than the rise in output (1.2 percent).

In the nonfarm sector, productivity declined by 2.4 percent, compared with an
increase of 1.8 percent in the third quarter. Output declined 0.4 percent while
man-hours increased 2.1 percent, at seasonally adjusted rates.

In the manufacturing sector productivity declined also, falling 3.8 percent
during the fourth quarter, compared with a 5.5 percent gain in the previous
quarter.

Over the past four guarters, the increases in ocutput per man-hour for the
private sconomy and nonfarm sectors were slightly less than 1 percent, but for
manufacturing the gain was 2.3 percent. (See table A.)

For all of 1973, productivity in the private economy grew at an average rate

of 2.9 percent over 1972, asbout the same as the long-term trend. (See table B.)
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Recent changes in productivity, hourly compensation, and wnit labor costs at

annual rates are summarized in table A below.

Table A. Percent Change in Productivity and Costs at Annual Rates
(Preliminary Data; Seasonally Adjusted at Anmmal Rate)

3rd Quarter 1973 4th Quarter 1972
to i to
L4th Quarter 1973 4th Quarter 1973

Total Private

CQutput per man-hour =1.3 0.9
Compensation per man-hour 8.0 8.2
Unit labor costs 2.3 7.3
Feal compensation per man~hour =-1.7 -0.2
Private Noofarm
Output per man-hour =2.4 0.8
Compensation per man-hour 8.3 8.0
Unit labor costs 10.9 7.1
Real compensation per man-hour -1.4 -0.3
Manufacturing
Output per man-hour -3.8 2.3
Compensaticn per man-hour 5.4 8.4
Unic laber costs 9.5 5.9
Real compensation per man-hour =4,1 =0.1

The decline in output per man-hour in the private sector was attributable to a
gmall increage in output -— 1.2 percent in the fourth quarter =~ while man-hours

increased at a greater rate -- up 2.5 percent in the fourth avarter.

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



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

The decline in output per man-hour in the manufacturing sector — 1.8 percent,
at a seasonally adjusted annual rate —— came about ?e:ause of an unusually slow
rate of growth of output in the final quarter of 1973. Although the 4-quarter
rise for ocutput was 6.1 percent, in the last guarter it increased only 0.9 percent.
Employment, on the other hand, moved ahead during the fourth quarter at about the
gsame rate as it had for the vear as a whole.

During the fourth guarter, hourly compensation rose at an annual rate of
8.0 percent in the private economy, compared with an increase of 7.3 percent in
the third quarter. Since the fourth quarter of 1972, hourly compensation has
increased 8.2 percent.

In the nonfarm sector, hourly compensation increased 8.3 percent in the
fourth quarter, compared with a 8.0 percent rise one guarter earlier. The
b-quarter rise in hourly compensation was 8.0 percent in the nonfarm sector.

In the manufacturing sector, compensation per man—hour went up 5.4 percent,
compared with an increase of 9.2 percent in the third gquarter. Compared with
the fourth gquarter of 1972, hourly compensation was 8.4 percent higher.

Real hourly compensation (i.e., hourly ccmpensstion adjusted for changes in
the Consumer Price Index) declined 1.7V percent in the private economy in the
fourth quarter. In the nonfarm sector, the decrease was 1.4 percent and, in
manufacturing, the decreace was 4.1 percent. From tha fourth guarter of 1972

to the fourth quarter of 1973, the declines were 0.3 and 0.1 percent respectively.



Costs and Prices

Unit labor costs, which reflect the movement of productivity and hourly
compensation, Tose at an annual rate of 9.3 percent in the fourth quarter in the
total private economy.

In the nonfarm sector, unit labor costs rose 10.9 percent in the fourth
quarter because of the decline in productivity and the continued strong increase

'in compensation per man-hour. In manufacturing, these costs tese 9.5 percent.
Compared with the fourth quarter of 1972, the increase in unit labor costs was
7.3 percent in the total private economy, 7.1 percent in the nonfarm secter, and
5.9 percent in manufacturing (at annual rates).

The rate of increase in unit nonlabor payments (which include capital
consumption allowances, net interest, indirect business taxes, and profits) slowed
in the private economy — 5.0 percent compared with a 7.9 percent increase in the
third gquarter. In the nonfarm seactor, unit nonlabor payments declined 0.2 percent —
down from a 2.2 percent increase in the third quarter.

The rise in prices as measured by the implicit price deflstor for the Gross
Hational Product {which reflects changes in unit labor cost, nonlabor costs,
and profics) was 7.7 percent for the private econcmy in the fourth guarter and
6.9 percent for the nonfarm sector. These ingreases were greater than those

posied in the second and thirc guarters.
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. *
Annual Review of Productivity and Costs in the Private Economy: 1973

For 1973, productivity grew at a rate of 2.9 perceat over 1972, nearly equalling
the long-term growth rate of 3.0 percent for the last two decades. However, the
increase was lower than those which occurred in 1971 and 1972, when output per
man—hour rose &.1 percent and 3.8 percent respgctively.

Although the rate of growth in output in 1973 was somewhat slower than the year
before (6.2 percent wversus 6.5 percent in 1972), man-hours ir;crEnsed at a faster
pace (up 3.2 percent compared with 2.7 percent in 1972). The man-hour increase
largely reflected continued expansion of the labor force, and privete employment
has gone up more than 3 percent (seasonally adjusted, at annual rate) for the

past 8 quarters. Average weekly hours remained about the same.

-
Yearly comperisons in this section are based on the annual averages for 1972

and 1973. 1In the preceding sections, the vearly comparisons are based on

changes between the fourth guarter of 1972 and the fourth quarter of 1973. Thus,
the annual average index for output per mapn-hour in the total private economy
was 112.8 in 1972 and 116.1 in 1973 for an average anmual increase of 2.9
percent. For this same series, the index was il14.8 in the fourth quarter of

1972 and 115.8 in the fourth qosarter of 1973 for an over-the-year increase

of 0.9 percentc.
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Hourly compensation went up 7.8 percent in 1973, a full percentage point mora
than the rise for the preceding year. The increase In hourly compensation, tha
groarest annuval rise since 1951, was reflected in the 4.7 percent rise in uonit
labor costs. Unic labor costs, which reflects changes in compensation as well
as changes in cutput per man-hour, have showm a2n asverage rate of increase of
4.7 percent per ¥ear over the 1965-1972 pericd. The fack that unir laber costs
srayed at this level in 1973 in spite eof the large increase in compensatlon
per man-hour therefore reflects the moderating influence of the productivity
increass.

Real hourly compensation (hourly comperisation sdjusted for changes in rhe
CPI1) went wp 1.4 percent Im 1573, the smallest increase since 1958. The small
tise ip real hourly compansation, which cccurred while dollar compenssation was
riging at @ brisk pace., is = result of the high rate of increass of the
Constmer Price Index (6.2 parcent). The apnual increase in real hourly
compensation is atcributable primarily to the rise which pecurred in the firso
quarter of 1973,

Renfarm output per man—hour rose 3.1 percent, compared with a 4.2 percent
rise the year before. In this vear as in 1972, nonfarm productivity rose more
than fer the entire private economy because @ decline cocurred in farm

productivity.



Nonfarm hourly compensation rose 7.6 percent compared with 6.9 perceat the
year before, while rezl hourly compensation reose 1.3 parcent (compared with
3.5 percent in 1972). Ae in the private economy as a whole, most of the increase
in hourly compensation was cffset by the rise in the CPI. lnit labor costs in
the nonfarm sector ru;e 4.4 percent in 1973. In contrast to the private economy,
this was somewhat lower than the 1965-1972 average rise of 4.7 percent.

In the manufacturing sector, output per man-hour rose 4.7 percent in 1973,
substantially more than the long-term rate of 3.0 percent.

Output in the manufacturing sector went up 9.7 percent —— the largest
annual increase since 1965. At the same time, manufacturing man-hours
continued to move ahead at a faster rate than in recent years.

Hourly compensation went up 7.9 percent in 1973 (compared with 6.3 percent
in 1972), while real hourly compensation rose 1.5 percent (compared with
2.9 percent in 1972). Unit labor costs in manufacturing rose 3.1 percent in
1973, compared with a 0.9 percent rise in 1972. The more repid rate of
increase in these costs reflected the higher rate of growth in hourly

compensation and the slowing of productivity gainms.
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Table B. Annual Percent Change In Productivity and Costs
(Preliminary Data)

1972 1973

Totzl Private
Output per man-hour 3
Compensation per man-hour i1
Unit labor costs 2.
Real compensation per man-hour 3

Private Nonfarm

Output per man-hour &
Compensation per man-hour 6.
Unit labor costs 2
Real compensation per man-hour 3

Mapufacturing

Output per man-hour 5.4
Compensation per man-—hour 6.3
Unit labor costs 0.9
Real compensation per man-hour 2.9

Revised Data for Nonfinancial Corporations; Third Quarter 1973

The Bureau of Labor Statistics zlso amnounced revisions to the third quarter
measures of ocutput per man-hour and related series today. These revisions are

based on the finsl estimates of the underlving series. (See table 4.)
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Table 1. Total Private Economy: Dutput per Man-hour, Hourly Compensation, Unit
Coat, and Prices, Seasonally Adjusted, (Indexes 1967 = 100)

Real
Compenaa~- Unltt Unit mon= Implicit
Qarter mamhowr  OWPt  Memchours  cleaper (SO laber  aborar  preice
man-hour 1/ -!p 2/ o ments 3/ deflator &/
1972
I 110.7 114.5 103.5 139.4 112.7 125.9 112.6 120.7
1§ 112.5 117.4 104.4 141.4 113.4 125.7 114.1 121.2
11 113.3 119.1 105.1 143.1 113.8 126.1 115.4 122,0
v 114.8 121.5 105.9 145.7 114.8 126.9 117.0 123.1
Annual Avg. 112.8 118.1 104.7 142.4 113.7 126.2 114.8 121.8
1973
I 116. 4r 124.2 106.7¢ 149. 6r 116.2¢ 128.5 118.9 124.8
11 116.1r 125.0 107.7r 151.9¢ 115.6¢ 130.9 121.1 127.1
L 116, 2r 126.1 108, 6r 154.6r 115.1 133.1r 123, 4r 129.3
v 115.8p 126.5p 109.2p 157.6p 114.6p 136.1p 124.9p 131.8p
Annual Avg. 116.1p 125.5p 108. 1p 153.5p 115.3p 132.2p 122.1p 128.3p
Percent Change Over Previous Quarter at Annual Rate 5/
1972
1 2.1 5.4 3.2 9.9 5.3 1.6 0.% 4,9
(§1 6.5 10. 4 3.6 5.9 2.8 -0.5% 5.4 1.8
111 3l 5.8 246 4.9 1.2 1.7 bt 2.8
v " 5.2 B.4 3.0 7.4 1.6 2.0 6.0 1.5
Annunl Avg. ) 3.8 6.5 2.7 6.8 3.5 1.9 2.8 2.9
1973
I 5.8¢ 9,3 1.9¢ 11,3 5,2r L b.6 5.7
I1 =l.2r 2.6 3.8r 6.3r =-2.3r 7.6 7.4 7.5
11 0.4r 3.6 d.2r T.x =1.7¢ B 9r 7.9¢ 7.3
1V =1.3p 1.2p 2.5p 8.0p =1.7p 9.3 5.0p T.7p
Annual Avg. 1.9p b.2p 3.2p 7.8p l.4p . p G.hp 3.3
Furru_nt Change Over Previous Year 7/
1972
I 3.0 4.9 1.8 7.2 3.5 4.0 2.1 3.3
i1 4.1 6.6 2.4 7.0 3.7 2.8 2.1 2.5
84 4 1.7 7.2 3.3 6.3 3.1 2.4 2.6 2.5
v 4.2 7.5 3.1 7.0 3.5 1.6 4.1 3.1
1973
1 5.2r 8.5 3.1r 7.3r 3.2 2.1 3.6 3.4
11 i2r 6.5 b W 7.4 1.9r [ | 6.1 4.9
1 2.5 5.9 3.3 B.0r 1.1r S.4r 7.0r 6.0
w 0.9 4. 1p 1.2p B.2p -0.2p 1.3 6.7p 1.lp

See footnotes at end of table &,
P = preliminary
£ = revised i
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Table 2.

Private Monfarm Sector: Output per Man-hour, Hourly Compensacion,
Unit Cost, and Prices, Seasonally Adjusced

(Indexea 1967 = 100)

Real
Year and Output per Compensa~ Compensa— Unic tUalt non= Isplicic
u:"‘" ey Out put Han~hours tion per tion per, Labor labor pay- price
san~hour 1/ sanshourd’ Cos% ments 3/ dellator-
1972
1 109.8 114.9 104.6 137.8 111.4% 125.5 112.5% 120. 6
11 111.3 117.% 105.9 139.5 111.9 125.1 113, 5 120.8
11t 112.9 119.9 106.2 141.8 112.7 125.6 114.5 121.4
w 114.2 122.3 107.1 ©144.2 113.6 126.2 115.8 122.3
Annual AVg. 112.1 118.7 106.0 140.9 112.4 125.7 114.0 121.3
1973
H 115.6 125.1 108.2 147.9 114.9 127.9 116.4 1231.6
It 115.3r 126.3 109.5 149.8 111.9 119.8 118.0 125.4
I 115.9r 127.6 110.2 152.7 113, 6¢ 131.68¢ 118,67 126.8
v 113.1p 127.5p 110.7p 155.7p 113.2p 135.2p LLB.6p 128.9p
Annual Avg. 115.5p 136.6p 109.6p 151.6p 113.9p 111.3p 117.9p 126.2p
Parcent Change Over Pravious Quarter at Annual Rate 5/
1972
I 2.3 LH 1.0 9.9 6.3 .2 =04 L
11 5.7 1.0 5.0 5.2 2.0 =0.5 1.7 1.0
Il 5.6 7.0 1.3 6.7 2.9 1.0 1.6 1.9
v o/ &7 8.1 3.4 6.8 3.1 2.0 i h 1.9
Amnual Avg. 42 7.0 2,7 6,9 .5 2.6 1.8 z.3
1973 .
1 5.0 9.2 4.0 10,7 4ot S 2.4 o
I -0.8 3.9 4.8 5.3 =3.3r 6.3 . 5,9
1L 1.8¢ ol 2.6t 8.0r -1.1¢ Galr .r 4.7
v =2, 4p 0. 4p 2.1p 8, 3p -1.4p 10.9p =0.2p B.9p
Annual Avg. 3.1p B.6p 1.5p 7.6p 1.3p &.4p 1. 4p &, 0p
Percent e Ovar Previous Year 7/
1972
I 3.5 5.2 1.7 1.3 3.7 3.7 1.4 2.9
11 bl 7.0 .8 6.6 3.] 2.4 L.d 2.1
It bk 7.8 3.2 6.6 3.4 2.0 1.4 L.8
v h.b 8.0 3.2 7.1 3.6 1.4 2.8 2:3
l”: 5.3 8.9 1.4 7.3 .2 1.9 3.5 2,5
11 1.6 7.1 3.4 Te3r 1. 1.6 3.9 3.7
et 2.6 6.4 3.7 7.7 0.8 4.9r 3.6r 4.4
w 0.8p 4.2p 3.hp 8.0p =0.3p T.1p 1.4p 5.4p

Bea footnotes st end of tabla &

p = praliminary

r = raviesd



Table 3. Manufacturing Sector: Output per Man-hour, Hourly Compensation,
Unit Lahor Costs, Seasonally Adjusted, (Indexes 1967 = 100)

Year and Dutput per Dutput 8/ Han-hours Compensation per Real Compensat lon """l" Labar
Quarter man-hour s san-hour L/ por man=hour 2/ Cost
1972
I 118.6 113.9 95.3 136.4 110.3 115.1
i1 120.7 117.1 97.0 13.1 110.7 L14.4
111 123.2 120.13 97.5 139.6 110.9 113.3
v 124.% 124.4 99.6 141.9 111.8 113.6
Annual Avg. 121.8 118.6 97.4 139.0 110.9 114.1
1973
I 126.1 127.5 101.1 145.6 113.1 115.4
11 127.13 129.9 102.0 148.5 112.9 116.6
111 129.0 131.7 102.1 151.8r 112.9 117.6
v 127.8p 132.0p 103. 3p 143. 8p 111, p 120.3p
Annual Avg. 127.5p 130.2p 102.1p 149, 9p 112.6p 117.4p
Parcant Change Over Previo uarter at Annual Rate
1972
1 7.8 12.2 4.1 11.1 7.6 3.1
11 1.4 15.3 7.4 4.9 1.6 =2.3
111 B.6 1.4 2.6 o 0.8 -3.8
1V 5.7 14.1 B.2 b.B 1.2 1.1
Anzual Avgs & 5.4 8.9 3.4 6.3 2,9 0.9
b 1973
1 1.9 10.3 6.2 10,8 had 6.6
L 1.8 7.7 1.8 B.2 =0,7 4,2
I 5.3 L %) 0.1 9.2r 0.1 3.51
w =).8p 0.9 4.9p 5, 4p =4.1p 9.5p
Aanual Avg, 4. 7p 9.7p 4.Bp 7.9 1.5p 3.1p
ercent Previ Year 1/
(L F
I &1 5.2 0.9 6.1 1.7 2.0
4| 4.1 7.1 1.9 6,2 2.9 2.0
* 111 5.8 10.4 b3 5.9 2.7 0.1
w T.4 13.3 5.5 6.8 3.2 =0.5
. 1973
1 G, b 12.8 6.1 6.7 2.6 0.3
I1 3.5 19.9 5.2 7.5 1.0 1.9
1 &7 9.5 4.5 B.7 1.8r 1.3
v .3 6.1p 3.7 B.4p =0.1p 5.9p
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Table 4. Hoafinancial Corporations: Output per Man-hour, Hourly Compensation, Unlt labor
Coste, Unit Profits and Prices, Seasonally Adjusted (Indexes 1967 = 100)

Output Compensa— Real Untt Unlt Total

Year and tion per Compensa- non=labor  Unit Uaie Implicit
per Output  Man-hours labor i
Quarter R mlﬁou: tion per ;  cost a:,u . iﬁjt Irﬂ:u d:ﬂ::or
72 - »
1 116, 6 118.5 101.6 138.8 112.2 119.1 126.3 110.8 831.0 115.1
I 117.3 120.9 103.1 140.2 112.5 119.6 127.3 111.5 8.6 115:.6
IL 118.13 112.4 103.5 142.3 113.1 120.2 126.5 121.8 84.9 116.2
Iv 119,12 125.5 105.2 14&.0 113.5 110.7 126.6 122.1 9.0 iLr.1
Annual Avg. 117.9 121.9 103. 4 141.3 112.8 119.9 126.7 121.6 B4.8 116.0
1973
4 121.4 139.0 106.2 143.2 115.1 122.0 125.9 121.0 9l.4 1i8.2
&4 121.7 130.6 107.3 150.5 114.5 123.7 126.5 124, 4 92.7 119.6
e 1231z 132, 5r 107.7 153, Br LlG. &4 124.9r 126.7¢ 125, 4r 4. 8r 120.7
Percent Change Over Previous Quarter at Annual Rate 5/
1972
I 4.1 9.0 bl 11.5 1.9 b.35 =h.2 3.6 15.6 4.9
1 2.5 8.6 6.0 4.1 1.0 1.6 3.1 2.0 =2.0 1.6
111 1.0 LT | 1.5 5.9 2.1 2.1 =2.4 1.1 12.0 2.2
v 1.4 10.4 6.8 4.9 1.3 1.5 0:3 1.1 0.4 3.2
annuad Avg. 2 4.0 7. 3.3 6.8 3.4 2.7 -0.4 1.9 5.8 2.3
1973
1 7.3 11.6 4.0 12.1 5.9 bk =2.0 1.8 11:6 1.8
11 1.0 5.0 4.0 6.6 =21 5.5 1.7 4.6 5.5 5.7
111 b.br G.lr 1.5¢ 9.0r -0, 1r &.2r a.br L 9.4 h,0
Percent Change theer Fruv'lmg_f:ﬂ 1/
1972
1 4.7 b.4& 1.6 7.4 3.8 2:6 =0.6 1.8 5.7 1.2
I 4.3 7.2 2.9 6.9 1.5 2.5 0.6 1.0 1.9 2.4
111 1.6 1.7 4.0 6.3 3.1 2.7 =0.9 1.7 4.9 1.1
v 1.5 8.1 &.6 6.5 3.1 1.0 -0.8 2.0 11.2 2.9
1273
I .2 8.9 4.5 6.7 2.6 2.5 =0.3 1.8 10.2 2.7
1 3.8 8.0 4.0 7.3 1.8 1.4 =0.6 2.4 12.3 3.4
111 4.0r 8.2r &.0r B.1r 1.2r 3.9 0.2r 2.9r Ll.6¢ 3.9

Soe footnotes at end of table &.
r = rovised p = preliminary
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CHART 1. PRODUCTIVITY. HOURLY
COMPENSATION, UNIT COSTS AND PRICES
TOTAL PRIVATE ECONOMY
(PERCENT CHRANGE FROM PRECEDING
QUARTER AT ANNURL RATE)
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COMPENSATION.,

CHART 3.

PROBUCTIVITY.,
UNIT COSTS AND PRICES

HOURLY

NONFINANCIRL CORPORATIONS
(PERCENT CHRNGE FROM SAME
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CHART 4.

UNIT COSTS. UNIT PROFITS. AND PRICES

NONF INANCIARL CORPORATIONS
(PERCENT CHANGE FROM SAME
QUARTER A YERAR ARGO)

LABOR COSTS PER UNIT
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