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PRODUCTIVITY AND COSTS IN THE PRIVATE ECONOMY, FPIRST QUARTER 1974
(and Data for Wenfinancial Corporations, Fourth Quarter 19739

Productivity (output per man-hour) in the private economy declined at an annuoal
rate of 3.5 parcent during the first gquarter of 1975, the Bureau of Labor Statistics
of the U.5. Department of Labor anncunced today. The decrease resulted from a
6.5 percent decline in ourput and a 1.1 percent decline in man-hours. This was the
second successive guarter in which productiviey declined. TIn the fourth quarter
of 1973, the decline was 0.8 percent at an annual rate.

In the nonfarm secter, output per man=hour declined at a 3.5 percent annuzl rate
1

during the flrst Artar. T R T T . 3 £
ring the rlrst quarter, compared with 2 1.9 percent decline one quarter earlier.

In manufacturing, ocntpul per man—hour declined at a 2.5 percent annual rate

during the Py o P, idma +F . . t
E Lhe a somewhat smaller decline than the 3.3 percent which occurred
in the previous quarter.
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o iUalier ol 2J4/3 to the [irst guarter of 1974, output per man=hour
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fell 1.8 percent in the toral private economy, 1.1 percent in the nonfarm sector

and rose 0.7 percent in manufacturing. A summary of the first quarter data appears

in table A. Details are given in tables 1-3.

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

= I

Table A. Percent Changes at Annoal Bates in Productivity and Costs
(Preliminary Daca, Seasonally Adjusted)

Total Private Economy

Output per man-hour
Compensation per man—hour

Uait labor costs

Real compensation per man-hour

Nonfarm Sector

Output per man=hour
Compensation per man-hour

Init labor costs

Real compensation per man—hour

Manufactoriog

Dutput per man~hcur
Compensatlon per man—hour

Unit laber costs

Real compensation per man-hour

4th Quarter 1973
to
lst Quarter 1974

1st Quarter 1973
to
lsr Quarter 1974
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1

L= oR



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

The subst;ntial productivity decline in the private sector resulted from a
sharp fall-off in output assoclated with a modest decline in man-hours. The decline
in output was the largest quarterly decrease since 1958. The man-hour decline
resulted entirely from reduced average weeklv hours —— down 1.4 percent to 37.5 hours
per week -- since employment was nearly unchanged (up 0.3 percent).

In the private nonfarm sector, a similar pattern prevailed in the first guarter;
the decline in productivity (3.5 percent) stemmed from a larger decline in output
(6.2 percent) than in man-hours (2.8 percent). Employment staved nearly steady
(dowm 0.8 percent) while the major adjustment in man-hours was accomplished through
a reduction in average weekly hours, down 2.0 percent, to 37.2 hours per week. The
decling in nonfarm productivity was the largest since the first guarter of 1958,
and the drop in output was the largest since the first quarter of 1958.

Manufacturing output per man-hour fell 2.5 percent {at an annual rate), compared
with a 3.3 percent decline one quarter earlier. Here, both output and man-hours
declined substantiglly (7.9 percent and 5.6 percent respectively). Also, in contrast
to the other secrors, the decline in man-hours reflected a greater reduction in
emplovment (down 3.4 percent) than in average weskly hours (down 2.0 percent). The
declines in man-hours and in ocutput were the largest since 1970 in this sector.

Compensation per man—hour {which reflects wape costs, emplover Svcial Security
contributions, and other fringe benefits) rose 3.2 perceut in the total private
sector in the firse quarter of 1974, somewhat less than the 5.1 percent rise in
the previnﬁs quarter. The first quarter increase was the smallest since the third
quarter of 1972. Despite the deceleration {n hourly compensaticon gains, unit labor
costs inereased 11.3 percent in the first guarter (the largest increase since

the first guarter of 1958), reflecting the decline in ocutput per man—hour.
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In the pnonfarm sector, compensation per man-hour increased 7.2 percent, down
from the 8.4 percent increase one gquarter earlier. Unit labor costs rose 11.2
percent -— the largest since 1951.

in manufacturing, the increase in compensation per man—hour was 5.6 percent
in the first gquarter of 1974, about the same as in the fourth guarter of 1973.
Coupled with the decline in output per man-hour (2.5 percent), this produced
an increase in unit labor costs of 8.3 percent, which was smaller than the fourth
quarter increase in these costs (9.0 percent).

Real compensation per man—hour (compensation per man—hour adjusted bv the
Consumer Price Index) declined 5.6 percent (at an annual rate) in the first
quarter in the private economy. As a tesult of four comsecutive quarters of
decline, real compensation per man-hour in the first quarter stood at its lowest
level in two years. The decline in real compensation per man-hour at a time
when money compensation is inereasing reflects the grearter rate of increase
in the CPI.

In the nonfarm sector, real compensation per man-hour declined 3.8 percent in
the first quarter, after decreasing 1.3 percent in the fourth gquarter of 1973.
The first quarter marked the fourth consecutive guarterly decrease in this
measure, and the largest since 1951.

In manufacturing, real compensation per man-hour decreased 5.3 percent, after
declining 4.1 percent in the preceding quarter. This was the second consecutive
deeréase In real compensation per man-hour in this sector, and the largest in the

postwar period.
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Unit neonlabor payments (which i{nclude capitsl consumption allowances, net
interesc, indirect business taxes, and profics) increased 10.7 percent in the
private sector in the first quarter of 1974, after increasing 5.2 percent in the
preceding quarter. In the nonfarm sector, unit nonlabor pavments rose 9.7 percent
in the first guarter.

The implicit price deflator (which reflects changes In unit labor costs and
unit nonlabor payments) increaged 11.1 percent in the private economy and
10.6 percent in the nonfarm sector. These were the largest increases since 1951,

Preliminary figures on output per man-hour and related measures in nonfimancial
corporations for the fourth gquarter of 1973 were also released today., See table B

for summary,. table & for details.

Table B. Percent Change in Productivicy and Costs
At Annual Rates
(Preliminary Data., Seasonallv Adjusted)

3rd Quarter 1973 4th Quarter 1972
Eo ta
4th Quarter 1973 4th Ouarter 1973

Monfinancial Corporations

Output per man—hour =353 2.3
Compensation per man-hour 6:0 B.4
Unit labor costs 8.7 5.9
Real compensation per man-hour =3.4 0.0
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TABLE 1. TOTAL PRIVATE ECOMNOMY: CQUTPUT PER MAN=-HOUR
HOURLY COMPENSATIOM, UNIT COSTs AND PRICESs SEASONALLY ADJUSTED
REAL
YEAR AND OUTPUT PER QUTPUT MAN-HOURS COMPENS A= COMPEMSA=- UNIT UNIT MNON= IMPLICIT
QUARTER MAN=HOUR TION PER TION PER LABOR LABOR PAY=- PRICE
MAN=HOUR 1) MAM=HOUR (2} COSTS MENTS(3) DEFLATOR (4)
INDEXES 1967=100
1973
1 116.4 12442 106.7 149.6 116.2 128.5 118.9 124.8
Il l116.1 12540 107.7 151.9 115.6 130.9 121.1 1271
Il 116.2 1261 108.6 154 .6 115,1 133.1 1234 129.3
Iv 115.9 126«6h 109.2 157.7 l1l6.5 136.0 125.9 132.0
ANNUAL 116,21 1255 108.0 153.5 115.4 1 132.2 122.3 128.3
1974
I 114.3P 124.5FP 108.9P 159.TP 112.9P 139.TP 129.1F 135.6P
PERCENT CHANGE OVER PREVIOUS QUARTER AT ANMNUAL RATE(S)
1973
1 5.8 9.3 3.3 11.3 5.2 5.2 Ga.6 5.7
11 =].2 2alh 3.8 5.3 -2:3 Taub Tad Ta«5
I11 04 3.5 .2 T.3 =1.7 f.9 T.9 Te3
v =0.8 let 243 Bll[{ =1l.6 B.9 B.2 B.6
ANNUAL .01 G2 3.2 T.8 1.5 hoT fGal Db
1974
I =-5.5P =6+ 5P =1.1P S5.2F =E.6P 11.3P 10.7P 11.1P
- PERCENT CHANGE OVER PREVIOQUS YEAR (&)
1973
1 8.2 B.5 3.1 T.3 3.2 2sl 5.6 3.4
11 3.2 6.5 3.2 Takk 1.9 fal 6.1 a9
111 2:5 S.9 3.3 8.0 1.1 Sa4 T«0 G0
Iv .'I.-D 4-2 J'ER A.2 "'ﬂtE T-ER ?!ER ?.3
ANNUAL 3.0R 6.2 2.2 T.8 1.5R GaoT Bt 5.4
1974
I =1.,8P De2P 2+0P G TP =Z2.8P B.TP B.EP B:6P

SEE FOOTNOTES AT END OF TABLE 4,

R=REVISED
P=PRELIMINARY
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TABLE 2. PRIVATY MONFARM ECONOMY! OUTPUT PER MAN=-HOUR
SEASONALLY ADJUSTED

HOURLY COMPENSATIONs UNIT COSTs AND PRICES,

REAL
YEAR AMD OUTPUT PER OuUTPUT MAN=HTUHS COMPENSA= COMPENSA= UNIT UNIT NOM= IMPLICIT
QUARTER MAN=HOUR TION PER TION PER LABOR LABOR PAY= PRICE
MAN=HOUR (1} MAM=HOUR (2 ) COSTS MENTS (3} DEFLATOR (4}
"""" INDEXES 1967=100
1973
I 11546 125.1 108.2 1479 114.9 127.9 1164 123.6
11 115.3 126+3 109,.5 149.8 113.9 129.8 118.0 12544
I11 115.9 12T 8 110.2 152.7 113.6 131.8 11846 126.8
v 115.3 127+86 1107 155.8 113.2 135.1 119:6 129.2
ANNUAL 115.6 1 1266 109.6 151.6 113.9 131.2 118.2 126.3
1974
1 114.3P 125.6P 103, 9% 158.5P 112.1P 138, TP 122.+4P 132.5P
_FEREENT E?iAHGE.EiIEH PREVIOUS QUARTER AT ANNUAL RATE(S)
1973
1 S.0 Se2 %y 10.7 4.6 S5k 2at 4s3
11 =0.8 3.9 L 5.3 =3.3 Gul Sath 5.9
111 1.8 bad F B.0 =la1 Gal 2.2 47
IV =1.9 =01 1«91 B4 =1.3 10.5R ) Ts9
ANNUAL 3.1 Bel J.hR Tab 1.3 ok 3.6 4al
1974
1 =3,5P =6 2P -7 8P T.2P =3.8P 11.2P 9. TP 10.6P
PERCENT CHANGE OVER PREVIOUS YEAR(&)
1973
I 5.3 A9 Jut T«3 3.2 1.9 3.5 245
II 3.6 Tal Jud T3 1.8 3.6 3.9 3.7
I11I 246 B 3.7 TsT 0,8 4.9 3.6 ooty
v 1.0 43 3.3 8.1 =03 T.0 3.3 5.7
AMNUAL K § Ga 3.4 H Tubh 1.3 LTL ] 3.6 Ga]
1974
I =1l.1P 0«4P 1.6P T+2P =2.4P B.4P 5.1P T«2P
SEE FOOTMOTES AT END OF TABLE 4.
R=REYISED APRIL 25 1974
P=PRELIMINARY SOURCE! BUREAU OF LABOR STATISTICS
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Tabhle 3

+ Manufacturing
Compensation, Unit La

i Uutput per Man=hour, lourly

Costs, Seasonally Adjusted

Output (1)
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Table 4.

Nonfinancial Corporations: Output per Man-hour, Hourly Compensation

Unit Labor Costs, Unit Profits and Prices, Seasonally Adjusted

P,

Compensa—

Rl

Unit

Total

Ourpuc
Year and p“i Dutput Man-hours tion per Compensa~ ?“tt Non=labor Unit Unit Imp}icit
Luarter man=hour man-lour tion per “2Hfr CoRts Cost Profits pyes
o (1) man-tour (2) (8) (9) (30) deflator
1973
| 121.4 129.0 106.2 148.2 115.1 122.0 125.9 123.0 91.4 118.2
1 121.7 130.6 107.3 150.5 114.5 123.7 126.5 124.4 92.7 119.6
111 123.1 132.5 107.7 153.8 114.4 124.9 126.7 125.4 94.8 120.7
w 122, lp 132.7p 108. 7p 156. 1p 113.4p 127.8p 129, 3p 128.2p 90.9p 122.6p
Annual Avg. 122.0r 131.2¢ 107.5r 152.1¢ 114.2 124.6 127.2¢ 125.2r 92.5r 120.3
Percent Change Over Previpus Quarter at Annual Rate (5)
L1971
I 7.3 1.6 4.0 2.1 5.9 b ~2,0 2.8 1L.6 3.8
11 (.0 5.0 4.0 b.b =21 Sie 9 147 b6 5.5 f.7
ol ah 6.1 1.3 9.0 -2 b2 0.6 3.3 9.4 b
v =3.4p 0.5p 3.9p 6. 0p =1, 4p 9.7 Hohp B.4p =15.6p G.lp
Annual Avg. 1. 571 .7 4,0 7.0 M 1.9 0. 4r 1.0¢ g.0p 1.7
Percent Change Over Previous ?EJ;_EET
1974
I .l 8.9 4.3 6.7 F 2.5 0,1 1.8 10.2 2.7
I 1.8 8.0 4.0 7.3 1.8 3.4 -0.6 2.4 12.3 3.4
Il 4.0 8.2 4.0 8.1 1.2 3.9 0.2 2.9 11.6 1.9
v 2.0p 5.7p }.3p 8.4p -0.0p 5.9p 2. 1p 5.0p 2:1p 4.6p
Annual dwg. 1.5r il 4.0 1.6 1.3r 3.9 D.4r 1.0 9.0r 3.7

Ser fontnotes at end of t-:';‘.}[u G.
r = yevisaed
o prellolinary
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FOOTNOTES, TABLES 1 TO 4

Source: Qutput data from the Bureau of Economic Analysis,
U.S. Department of Commerce and the Federal Reserve Board. Compensation
and Man-hours data from the Bureau of Labor Statistics, U.S. Department
of Labor and the Bureau of Economic Analvsis.

1/ Wages and salaries of employees plus employers' contributioms for
social insurance and private benefit plans. Except for nonfinancial
corporations, where there are no self-smployed, 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.

éf 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 from original data rather
than index numbers.

6/ Current quarter divided by comparable quarter a year ago.
7/ Quarterly measures adjusted to annual estimates of output (gross
product originating) from the Bureau of Economic Analysis, U.S. Department

of Commerce.

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

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

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



HOURLY

PRODUCTIVITY.

1.

CHART
COMPENSATION.

UNIT COSTS AND PRICES

TOTAL PRIVATE ECONOMY
(PERCENT CHANGE FROM PRECEDING

QUARTER AT ANNUAL RATE)

3 u3 o L oW = [fp] 0w o L L] o i o

| v - - . - — I e

[ [ _ I | _ [ [ [ | 11 [ _

1 1 V i ¥ i ]
g ®mr & s |13 T |3
[Tp = 3 s v = i — ] e

' 1 0 i ' W B

i | i ' 1

1 | ) ' ) E

1 | i ' ¥ -

i i ' '
i i ' ' ]
N\.ﬂu::iua-:u flleads ! e R B

1 i ‘ i

1 i 1 E

' i i =

' i 1 J

' ! 1 i

] i i

V ] ' 1 W

| i 1 E

L] i ] B

[} ] L] -

' 1 1 J

' i i ]

| ' i

I 1 . o, S e | YRR . SO i)

f i 1 E

' i i J

i i i ]

L] 1 r

1 { .

' i

i H =F

i i R

| "

1 1 =)

Lz N

H d

||||| T — - - ek C —

P2 z “ “ :

1 T lad i i =~

H = = 1 { ]

| > i | F

- & [ i !

i el (i u “ I|

h B u | :

DD (RERE R ™ — o e . /RSN ot
= = i8] 1 i ]

i — L i I - | I|

| — wd 1 AT ]

| r Z ! ! il |

i in =] . =

! = = . ! N

| ("N ] W i il -

" o - ! Lo .

' T bems M i ——

e —— o= e e = e b | MR T el PR ||||._||
| (] = o i T ]

| i A i A

i 1 1 E

1 ' 1

i H H .

i ' i Y

1 ] | g

i ' i .

i ' i ' ]

1 ! 1 4

11111 ¢1|1||||||| i i S i -||-||||||||||1||||A||--|u11.|11|| B st

1 i v ' : J

i ' " H 2

1 1 | '

i i 1 h

i ' ' ' E

i i i § 2=l

i i ' A H H ]

H 1 1 1 .

i ' i 1

i i i 1 -

i ' | ' 1

" " | _ "

18974

1873

1970 19T

1368

1968

25.1974

AFRIL

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
(FPERCENT CHRANGE FROM PRECEDING
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CHART 3. PRODUCTIVITY. HOURLY
COMPENSATION. UNIT COSTS AND PRICES

NONFINBNCIAL CORPORATIDONS
(FERCENT CHRNGE FROM SAME
QUARTER A YERR RGO
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