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PRODUCTIVITY AND COSTS IN NONFINANCIAL CORPORATIONS, FIRST QUARTER 1974
fand Revised Figures for the Total Private Economy, First Quarter 1974)

Productivity in nonfinancial corporatioms fell 6.2 percent at =z seasonally
adjusted annual rate in the first quarter of 1974, following u 3.3 percent
decline in the preceding quarter, the Bureau of Labor Statistics of rhe U.S.
Deparcment of Labor announced today. The decrease in productivicty (or output
per man-hour) was the largest reported since this series began in 1958. The
decline reflected decreased in both output -- 8.7 percent == and man-hours ==

2.7 parcent - at annual rate.

The revised productivicy measures for the tetzl private and nonfarz sactors
showed declines of 6.4 percent and 4.5 percent, respectively, from the preceding
quarter at annual rates. These downward revisions in the output per man-hour
measures == earlier reported as declines of 5.5 percent and 3.5 percent,
respectively — reflected downward revisions in the ocutput measure combined
with smaller downward revisions of the man-hour messure. Revised figures for

the total private, nonfarm, and manufacturing sectors are summarized in table H

details are in tables 1-3,
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Table A. Percent Change at Annual Rates in Productivity and Costs
(Seasonally Adjusted)

4th Quarter 1973 lst Quarter 1973
to o
1st Quarter 1974 1st Quarter 1974
Nonfinancial Corporations
(Preliminary)
Qutput per man-hour -6.2 =1.1
Compensation per man-hour 6.7 7.0
Unit labor costs 13.8 8.2
Real compensation per man-hour -4.3 -2.5
Qutput -B.7 0.5
Man-hours -2.7 1.6
Total Privace Sconomy (Revised)
Qutput per man-hour -6.4 =2.1
Compensation per man-hour 4.8 6.6
Unit labor costs 12.0 8.8
Real compensation per man-hour -6.0 =2.9
Output -7.1 0.0
Man-hours -0.7 2.1
Nonfarm Sector (Revised)
Output per man-hour 4.5 ~1.4
Compensation per man-hour 6.8 7.1
Unit labor costs 11.8 8.5
Real compensation per man—~hour ~4.2 =2.5
Output -6.7 0.3
Man-hours -2.5 1.7
Manufacturing (Revised)
Output per man-hour =1.5 0.9
Compensation per man-hour 5l 7.0
Unit labor costs 6.6 6.0
Real compensation per man-hour =5.8 -2.6
Output -6.5 1.7
Man=hours -5.1 0.8
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The sharp output decline for nonfinancial corporations -- which include all
corporations doing business in the U.S. except banks, credit agencies, stock and
commodity brokers and insurance companies -- during the quarter was the largest
quarter-to-gquarter decrease since the fourth guarter of 1970. Also, the man—-hours
decline of 2.7 percent in the first gquarter contrasted with the 3.9 percent increase
which occurred one quarter earlier. This decrease reflected both a decline in
employment (0.9 percent) and a decline in average weekly hours (1.8 percent).

From the firvst quarter of 1973 to the first guarter of 1974, corporate output-
per man—hour fell 1.1 percent, less than the 2.1 percent in the total private
sactor and the 1.4 percent in the nonfarm sector. In manufacturing, output per
man=hour increased 0.9 percent over the same four-gquarter pericd.

Compensation per man-hour (which Includes both wages ond suppleméntal payments)
in the nonfinancial corporate sactor rose at an annual rate of 6.7 percent in the
first quarter, compared to a 6.0 percent incresse in the preceding quarter. Real
compensation per man-hour (compensation per man-hour adjusted for changes in the
Consumer Price Index) decreased 4.3 percent in the first gquarter, marking the
fourth consecutive quarter of decline in this measure. As a result of these
declines, real compensation per man-hour in the first quarter stood at its lowest
level in 2 years.

Unit labor costs, vwhich reflect both changes in compensation per man-hour and
productivity, increased at an annual rate of 13.8B percent in the firsc quarter,
compared with & 9.7 percent rise one quarter earlier. The increase in unit labor
cosce was also the largest during the measurement period.

Unit nonlabor costs, which lnclude depreciation, net incerest, and indirect
business taxes, increased 15.5 percent in the first quarter of 1974, compared with
an B.4 percent increase the quarter before. This wae the largest increase in this
measure since the fourth guarter of i??ﬂ- Toral unit coste (labor and nonlabor

costs combined) increased 14,2 percent, compared with a 9.4 percent increase in
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the fourth quarter of 1973. The first-quarter Increase was the largest increase
in this measure reported since the series began.

Unit profits declined at an annual rate of 25.0 percent in the first guarter
(at an annual rate), exceeding the 15.6 percent decline of the previous pericd.
The decline in profits was the largest since the fourth quarter of 1570.

The implicit price deflator, which reflects changes in unit labor costs,
unit nonlshor costs, and unit profits in nonfinaneial corporations, increased at
an annual rate of 9.2 percent in the first quarter, the largest increase reported
since 1958.

Table B summarizes price, cost, and profit developments since 1368. This

time span includes the econamic slewdown of 1969-70 and the subsequent recovery.

Table B. Indexes of Prices, Costs and Profits in the
¥onfinanecial Cerporate Sector

(1967 = 100)
1973 1974
1968 1969 1970 1871 1872 1 11 111 1V 1

Implicit Price

Deflator ..... 102.5 | 105.3 ] 110.0 | 113.4 | 116.0 | 118.2 | 119.6 | 120.7 | 122.6] 125.3
Total Unic

COST vovrcnsmss 103.0 | 10B.5] 116.8 | 119.3] 121.6 | 123.0 |124.4 | 125.4 | 12B.2] 132.5
Unit Labor Cost. 102.8 | 108:1 | 114.9 | 116.7 | 119.9| 122.0 | 123.7 | 124.9 | 127.8] 132.0
Unit Nenlabor

COBL seivuess 4 103.9 | 109.8 | 122.9] 127.2 | 126.7 | 125.9 | 126.5 | 126.7 (| 129.3]| 13&.0
Unit Prafits ... 99.7 | 86.9]| 71.3| s0.2]| s84.8| 91.4| 92.7 | 94.8 { 90.9]| BL.6

|

s

Federal Reserve Bank of St. Louis



Table 1. Total Private __onomy: Output per Man-hour
Hourly Compensation, Unit Cost, and Prices, Seasonally Adjusted

Real
Compensa- Unit Uni -
Year and Output per Compensa- nit Non Implicit
Quarter HauEhnuI; SirRek SNCT. tion per u.,g per Labor Labor Pay- Price
Man-hour (1) Madout - (2) Costs ments (3) Deflator (&)
Indexes 1967 = 100
1973
i 116.4 124,2 106.7 149.6 116,2 128.5 118.9 124.8
ir 116.1 125.0 107.7 151.9 115.6 130.9 121.1 127.1
111 116.2 126.1 108.6 154.6 115.1 133.1 123.4 129.3
v 115.9 126.6 109.2 157.7 114.6 136.0 125.9 132.0
Annual Avg. 116.2 125.5 108.0 153.5 115.4 132.2 122.3 128.3
1974
I 114.0r 124.3rx 109.0r 159.5r 112.8r 139.9r 129,41 135.8r
Percent Change Over Previous Quarter at Amnual Rate (5)
1973
I 5.8 9.3 3.3 11.3 5.2 5.2 6.6 5.7
I1 -1.2 2.6 3.8 6.3 -2.3 7.6 7.4 7.5
111 0.4 3.6 3.2 7.3 =-1.7 6.9 7.9 7.3
v -0.8 1.5 2.3 8.1 -1.6 8.9 8.2 8.6
Annual Avg. 3.0 6.2 3.2 7.8 1.5 b7 6.6 5.4
1974
1 -6.4r =7.1r -0.7r 4,81 -6.0r 12.0r 11.7r 11.9¢c
Percent Change Over Previous Year (6)
1973
| Nl 8.5 3.1 1.3 3.2 2.1 5.6 3.4
II 3.2 6.5 3.2 7.4 1.9 §.1 6.1 4.9
111 2.5 5.9 3.3 8.0 1.1 5.4 7.0 6.0
v 1.0 §.2 3.2 8.2 -0.2 7.2 7.5 7:3
Annual Avg. 3.0 6.2 3.2 7.8 1.5 .7 6.6 5.4
- 1974
1 =2.1r 0.0r 2.1r .61 =2.9¢ B.8r B.8r a.8r
Sep footnotes Lollowing table 4, SOURCE: Bureau of Labor Statiscles
r = revised May 23, 1974

. P = preliminary
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Table 2, Private Nonfarm Economy: Qutput per Man—hour
Hourly Compensation, Unit Cost, and Prices, Seasonally Adjusted

Real

Compensa- _ Unit Unit Non- Tmpliclt
joaroand OPMPET gupu  Manchows  Gomper SO labor  ooha. Fhes
Man-hour (1) Man-hour (2) Costs ments (3) Deflator (4)
Indexes 1967 = 100
1973
p 115.6 125.1 108.2 147.9 114.9 127.9 116.4 123.6
II 115.3 126,13 109.5 149.8 113.9 129.8 118.0 125.4
III 115.9 127.6 110.2 152.7 113.6 131.8 118.6 126.8
v 115.3 127.6 110.7 155.8 113.2 135.1 119.6 129.2
Annual Avg. 115.6 126.6 109.6 151.6 113.9 131.2 118.2 126.3
1974
j 114 .0r 125,42 110.0r 158.4r¢ 112.0r 138.9r 122.7r 132.87
Percent Change Over Previous Quarter at Annual Rate (5)
1973
L 5.0 9.2 4.0 10.7 4. 5.4 2.4 4.3
1T -0.8 3.9 4.8 5.3 =32 6.2 5.4 5.9
II1 1.8 G4 2.6 8.0 -1.1 6.1 2.2 .7
v -1.9 -0.1 1.9 B.4 =1.3 10.5 3.4 7.9
Annual Avg. ;1 6.6 3.4 7.6 1.3 b4oh 3.6 4.1
1974
L =4.5r -6.7r =2.4r b.8r -4, 2t 11.8r 10.7¢r 11.4r
Percent Change Over Previous Year (6)
1973
L 5.3 8.9 3.4 T 3.2 1.9 3.5 2.5
II 3.& ?ul 3;"' ?-3 l.ﬂ- 3|6 3-9 3-?
II1 2.6 6.4 1.7 T3 0.8 4.9 3.6 4.4
v 1.0 4.3 3.3 a.1 -0.3 7.0 3.3 5.7
Annual Avg, 3.1 6.6 3.4 1.6 1.3 4.4 3.6 4.1
1974
I =1.47 0.3r 1.7z 7.1r -2,5r 8.6r 3 T 747
See footnotes following table 4. SOURCE: Bureau of Labor Statistics
r = revised May 23, 1974

p = preliminary
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Table 3.

Manufacturing Sector: Output per Man—hour, Hourly

Compensation, Unit Labor Costs, Seasonally Adjusted

Year and Output per i Compensation per Real Compensation Unlt Labor
Quarter man-hour Output {7) Henhpurs man=hour (1) per man-hour {2) Cost
B 6] =
1373
I 126.1 127.5 101.1 145.6 113.1 115.4
II 127.3 129.9 102.0 148.5 112.9 116.6
I1I 128.9 131.5 102.0 151.8 113.0 117.8
v 127.8 131.9 103.2 153.8 111.8 120.4
Annual Avg. 127.6r 130.2 102.1 150.0r 112.7 117.6
1974
I 127.3r 129.7r 101.9r 155.7¢ 110.1r 122.3r
Percent Change Over Previous Quarter at Annual Rate (5)
1973
I 3.9 10.3 6.2 10.8 4.7 6.6
IT 3.8 7.7 3.8 B.2 =0.7 4.2
III 5.0 5.0 -0.0 2.3 0.2 4.1
v =3.41 1.2 4.8r 5.3r =4.1 9.0
Annual Avg. 4.7 9.7 4.8 7.9 1.6 3.1
1974
I =Ll.5x -6.5r =5.1r S.1r -5.8r G.6T
Percent Change Over Previous Year (5)
1973
I 6.4 12.8 6.1 6.7 1.6 0.3
IT 5.5 10.9 5.2 7.5 2.0 1.9
III 4.6 9.3 4.5 8.8 1.8 4.0
Iv 2.3 6.0 3.7r 8.4 =0.0 6.0
Annual Avg. 4.7 9.7 4.8 7.9 1.6 3.1
1974
I 0.9r 1.7t 0.8c 7.0r =2.61 6.0t
See footnotes following taple 4 STURCET BUYEAT Of Labbr SUTACIAUICE
p = preliminary : May 23, 1974

r = revised
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Table 4., Nonfinancial Corporations: Output per Man-hour, Hourly Compensation
Unit Labor Costs, Unit Profits and Prices, Seasonally Adjusted

o Compensa- Real T it Total r ie
Year and AR Output  Man-hours tion per Compensa- uniL Honlabor  Unit Unic mp% ek
per § Labor ; Price
Quarter Han~hour man-hour tion per Cost Costs Cosl  Profits Batiabos
f __ man—hour (<4) {B) (9] {10)
Indexes 1867 = 100
1973
I 121.4 129.0 106.2 148.2 115.1 122.0 125.9 123.0 91.4 118.2
II 121.7 130.6 107.3 150.5 114.5 123.7 126.5 124, 4 2.7 119.6
111 123.1 132.5 107.7 153.8 114.4 124.9 126.7 125.4 94.8 120.7
v 122.1 132.7 108.7 156.1 L13.4 127.8 129.3 128.2 90,4 122.6
Annual Avg. 122.0 131.2 107.5 152.3 114.2 124.6 127.2 125.2 32.5 120.3
1974
1 120.1p 129.7p 108.0p 158.6p 112.2p 132.0p 134.0p 132.5p B4.6p 125.3p
Percent Change Over Previous Quarter at Apnnual Rate {5)
1273
1 7.3 11.06 4.0 1z.1 5.9 4.5 =2.0 2.8 11.6 3.8
I1 1.0 5.0 4.0 .6 =2.1 2.5 17 h.b 5.5 4.7
I1LE 4.6 6.1 1.5 9.0 =-0.2 4.2 0.6 1.3 9.4 4.0
v -3.3 0.5 3.9 6.0 3.4 9.7 B.4 9.4 =15.6 6.1
Annual Avg. 3.5 7.7 4.0 1.6 1.3 3.9 0.4 3.0 9.0 3.7
1974
I -6.2p -8.7p =2.7p 6.7p =4.3p 13.8p 15.5p 14.2p =25.0p 9.2p
Percent Change Over Previous Year (6)
1973
I 4.2 8.9 4.5 6.7 2.6 2.5 =0.3 1.8 10.2 2373
II 3.8 8.0 4.0 n i | 1.8 3.4 =0.6 2.4 12.3 3.4
11T 4.0 8.2 .0 8.1 1.2 3.9 0.2 2.9 11.6 3.9
v 2.3 5.7 3.3 8.4 -0.0 5.9 2.1 5.0 2.1 4.6
Annual Avg. 3.5 Tud 4.0 7.6 1.3 3.9 0.4 3.0 9.0 3.7
1974
T -1.1p 0.5p 1.6p 7.0p -2.5p B.2p 6.5p 7.8p -7.5p G.0p
See footnotes at end of table 4. SOURCE: Bureau of Labor Statlsfics
r = revised May 23, 1974

p = preliminary
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FOOTNOTES, TABLES 1 TO 4

Source: Output 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.S5. Department
of Labor and the Bureau of Economic Analvsis.

(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-emploved, 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 Consumer
Price Index.

{3) Wonlabor 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 vear ago.
(7) Quarterly measures adjusted to annual estimates of output (gross
product originating) from the Bureau of Economic Analysis, U.5. Department

of Commerce.

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

(9) Total unit costs is the sum of labor and non-labor costs.

(10) Unit profits include corporate profits and inventory valuation
adjustment.
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