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PRODUCTIVITY AND COS5TS IN THE PRIVATE ECONOMY, SECOND QUARTER 1974
(and Reviged Dgta for Nonfinancial Corporations, First Quarter 1974)

Froductivity in the private economy incressed slightly in the second guarter of
1974 (up 0.8 percent at an amnual rate), the Bureau of Labor Statistics of the
U.5. Department of Labor announced roday. The rise in productivity (output per
man~hour) came after four consecutive quarters of deecline or of mo growth. The
increase in first quarter productivity resulted from 2 relatively large decline in
man-nours (2.3 percent) while cutput declined 1.5 percent. During the first quarter
"of 1974, productivity fell 7.1 percent.
v+ The statistical revisions for the perled snding with ths fourth quarter of 1973
contained in this release reflect changes in the cowpensetdon and ocutput measures
published by the Bureau of Econmomic Anglysis (BEA} of the U.S. Department of Commerce.
In the nonfarm sector, cutput per man-hour declined ot an annnal rate of 2.9
percent In the second quarter, comwpared with a 5.2 percent decline one guarter esrlier,
The second quarter decline marked the fifth consecutive guarter of decline of no
growth. It reflecte a 2.3 percent decline in cutput and a 0.6 percent imcresse in
man-hours from the first quarter (seasonally adjusted at an annual rate).

In menufacturing, output per man-hour Incressed 4.6 perceat in the second quarter

after decreasing 0.7 percent in the first quarter. This reflected a 1.5 percent

fncrease in output combined with a 2.9 percent decline in man—hours.
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From the second quarter of 1973 to the second quarter of 1974, ocutput per man-hour
fell 2.0 percent in the private sector, 2.2 percent in the nonfarm sector, and rose
1.3 percent in manufacturing. A summary of the second quarter data appears in table A.
Details are given in tables 1-3.

Table A. Percent Change at Annual Rate in Productivity and Costs
(Seasonally Adjusted)
1st Quarter 1974 2nd Quarter 1973

to to
Znd Quarter 1974 2nd Quarter 1974

Total Private Economy
(Preliminary)

Output per man-hour 0.8 2
Compensation per man-hour 13.8 B
IImit labor costs 13.0 10
Peal compensation per man-hour 1.2 2
Output -1.5 1
Man-hours -2.3 0

Nonfarm Sector
(Preliminary)

Dutput per man-hour -
Compensation per man-hour 1
Unit labor costs 1
Beal compensation per man-hour -
Output =
Man-hours

Manufacturing
fPreliminary)

Cutput per man-hour &
Compensaticn per man-hour 13
Uzit ighor costs g
Besl compensation per man-hour 1
CQutput 1
Man-hours =7

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



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

The increasa in output par man~hour in the private secter during the second
quarter was a result of larger declines in man-hours than im output -- 2.3 percent
as against 1.5 percent; hence productivity moved up slightly (0.8 percent). The
decline in men—hours reflected downward movements in both employment (1.3 percent)
and aversge weekly hours (1.0 percent) in the second quarter.

In the nonfarm sector, the decline in output per man-hour (2.9 ﬁarcuntj occurred
because both employment and man-hours rese (0.7 percent and 0.6 percent, respectively)
and output declined (2.3 percent). Productivity incressed in the total private
sactor because of a high rate of productivity growth in the volacile farm seator.

In manufacruring, output per man-hcour rose (4.5 percent) since cutput rose
(up 1.5 percent) and man-hours fell (2.9 percemt). The decliine in man-hours resulted
from a small increase in emplovment (0.1 percent) combined with a 1.0 percent daclins

in average weekly hours.

COMPENSATION AND LABOR COSIS

Compensarion per man-heur (which reflects wage costs, employver Soclal Security
contriburions, and other fringe benefits) rose 13.8 percent in the private econcmy
during the second quarter, compared with a 6.4 percent increase in the preceding
quarter. Thie increase Iin compensation (the largest quarterly increase since the
first quarter of 1951), combined with the 0.8 percent rise in output per man-hour,
resulted in a 13.0 percent increase in unit labor costs. HReal compensation per
man-hour (compensation per man-hour adjusted by the Consumer Price Index) rose
1.2 percent during cthe second quarter, the first increase in this measure since

the firsr gearter of 1973.
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In the nonfarm sector, compensation per man-hour rose 10.2 percent and output
per man-hour fell 2.9 percent, and this was reflected in the 13.6 percent increase
in unit lsbor costs. Real compensation per man—hour declined 2.0 percent during the
second guarter, markimg the fifth consecutive quarter of decline for this measure.

In manufacturing, compensation per man—hour increased 13.9 percent, reflecting a
10.6 percent rise in total compensation and a 2.9 percent decline in man-hours. This
was the largest increase in compensation per man-hour since the fourth quarter of
1950. Unit labor costs rose 9.0 percent in the second quarter while real compensation
per man-hour increased 1.3 percent. The increase in real compensation followed four

consecutive guarters of decline.

REVISED FIGURES FOR NONFINANCIAL CORPORATIONS

Reviged output per man-hour and related measures in nonfinancial corporations
for the first guarter of 1974 were also released today. These new measures reflect
the one-quarter revisions in man-hours and employment as well as output revisions

prior to the fourth quarter of 1973 published by the BEA. See table 4.

EFFECTS OF DATA REVISIONS

The statistical revisions presented in this release are based on revised output
ard compensation messures published by the Bureau of Economic Analysis, U.5.
Department of Commerce. 1In the private economy, downward revisions in the rate of
growth of ontput in mid-1973 resulted in a decline in output per man-hour from the
second to the third quarter (-1.5 percent at an annual rate) rather then the increase
of 0.4 percent reported earlier). Likewise, for the first quarter of 1974, the
dovoward revision of the revised output measure was reflected in the 7.1 percent
decline in output per man-hour (at an annual rate) which had previously been reported

25 a 5.4 percent decline,
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In the nonfarm sector, cutput in the second and third gquarters of 1973 was alsco
lower in the revised figures than had previously been reported, and this contributed
to the reduction in the rate of growth of productivity in the second gquarter from
-0.8 to -2.2 percent. From the fourth quarter of 1973 to the first quarter of 1974,

productivity was also lower, based on the revised series {down 5.2 percent rather

than 4.5 percent).
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Table 1. Total Private Economy: Output per Mao-hour, Hourly
Compensatlon, Unit Cost, and Prices, Seasonally Adjusted

Compensa= Real Compensa-  Unit Unit Non- Implicit
Eﬁg:;:ﬁd Gﬁiﬁfﬁaﬂgr Output Man-hours tion per tion per Labor Labor Fay- Price
man-hour (1) man—hour (2) Costs ments (3) Deflator (4)
Indexes 1967 = 100
1973
I 117.0¢ 124.9¢ 106.7 149.9r¢ 116.5r 128.1r 119.5r 124.8
II 116.6r 125.61 107.7 152.1r 115.7r 130.5r 121.8r 127.1
I11 116.1r 126.1 108.6 154.2r 114.7r 132.8r 125.0r 129.8¢c
v 116.1r 126.8r 109.2 157.3r 114. 41 135.5r 127.8r 132,5¢c
Annual Avg. 116.5¢ 125.8¢ 108.0 153.5 115.3¢ 131.8¢r 123.5r 128.6¢
1974
1 114.0 124.2¢ 109.0 159,81 113.0r 140, 2¢ 130,9r 136.61
11 114.2p 123.7p 108.4p 165.1p ;13.4p 144, 6p 131.9p 139.6p
Percent Change Over Previous Quarter at Annual Rate (5)
1973
I 6.5r 10.0r 3.3 13.1r 6.9 6.1r 5.7r 6.0r
I1 =1.6r 2.1¢ 3.8 5.9r =2,7r 7.6 7.7 7.6r
: I11 -1.5¢ l.6r 3.2 5.6r =3.3r 7.3r 11.1r 8.7r
: Iv -0.0r 2.3r 2.3 8.5r -1.2r B.4r 9.2r 8.7r
. Annual Avg. 2.9r 6.2 3.2 B.0r 1.7r 5.0r 7.0r W7
1974
I =7:lr =7.8¢ -0.7 6.4 =4.5r 14,6r 10.0r 12.9¢
11 0.8p =1.5p =2.3p 13.8p 1.2p 13.0p 3.1p 9.2p
Percent Change Over Previous Year (6)
1973
| 5.3r 8.6r 3.1 7.9¢ 3. 7c 2.47 5.5r 3.61
II 3.5r 6.8r 3.2 7.8r 2.2r §,2r 6,41 5.0r
111 2.1r 5.5t 3.3 8.0 1.0r 5.7c 7.7c G.4r
v 0.8r 4.,0r 3.2 8.2 -0.2 T.br 8.4r 7.7r
Annual Avg. 2.97 6.2 3,2 8.0v L.7r 5.0r 7.0r 5.7¢
1974
h =2.61 -0,5r 2.1 6.6 -3.0r 9.4r 9.5r 8.5t
11 =2,0p =l.4p 0.6p 8. 5p =-2.0p 10.8p B.3p 9.9
See footnotes following table 4. S50URCE: Bureau of Labor Statistics
r = revised July 31, 1974

P = prelimina £y
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Table 2. Private Honfarm Economy: Cutput per Man-hour
Hourly Compensatlon, Unit Cost, and Prices, Seasonally Adjusted

sl Real
Year and Output per 0 . ik Enmgzgsution Compensa- Unit Unit Non- Implicit
i utpu an~hours per Labor Labor pay- Pri
Juarter Man-hour i tlon per Cost 4 pay Elce
. (1) man-hour (2} ments {3) Deflator (4)
Indexes 1967 = 100
1973
T 115, 7 L 125.2¢ 108.2 148, 0r 115.0r 1279 115.9¢ 123.4r
II 115.1r 126.0r 109.5 150, 0t 114.1x 130.3r l16.4r 125.0r
I1I 115.1r 126.8r 110.2 152, 4¢ 113, 4% 132.4x 117 . 4r 126.7r
v 114.9¢ 127.1r 110.7 1557 113.2 135,57 119.6 129,5r
Annual Avg. 115.2r 126.3r 109.6 151.6 I13.9 131.6¢ - 117.3x 126.2xr
1974
I 113.3rc 124.7r 110.0 158.9¢ 112.4¢ 140.2¢ 123.6¢ 133.9¢c
11 112.5p 123.9p 110.2p 162.8p 111.8p 144.7p 128.3p 138.5p
Percent Changs Over Previous Quarter at Annual Rate (5)
1973 .
1 5.2x 9.41 4.0 1Ll 7% 5.5¢ 6.2r =0.9¢ j.6r
II =2.21 2.87 4.8 5.41 -3.2¢ 7.8r 1.7r 5.6r
1l -0.0r 2B 2.6 6,61 2.4 6.6T A.dx 5.6r
Iv =0.7r 1.1r L.9 g3.9¢ -0. 8¢ 9,7r 7.6r 9.0r
. Annual Avg. 2.7r 6.2r 3.4 7.8 1.4 5.0 2.5¢ 4.1
1974
I =5.2r =7.5¢ R e 8.4r =2.7r - 14,41 14.0r 14.2r
11 -2.9p -2.3p O.op 10.2p -2.0p 13.6p 16.1p 14.4p
Percenl Change Over Previous Year (6)
1973
I 5.1r 8.7r 3.4 7.67 J.br 2.4 2,61 2.4t
11 3.47 6.9r 3.4 7.7r 2.1xr 4.1r 2.3r 3.5¢
I11 1.8 h.ér 3.7 7.7 0.8 5.8 1.9 b
iv 0.5¢ 3.8r 3.3 8.1 =0.3 10 3.0r 5.9
Anmual Avg. 2. 7r 6.2r 3.4 781 1l.4r 5.0r 2.5z
1974
I =2.1r -0.41 1.7 F43c -2.3r 9.6 6.7r 8.5r
1L -2.2p ~-1.6p 0.a6p 8.5p =2.0p 11.0p 10.2p 10.7p
See footnotes following table 4. SOURCE: Bureau of Labor Statlistics
r= revised July 31, 1974
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Table 3. Manulacturing Sector: Output per Hﬂn—hﬁur. Hourly
Compensation, Unit Labor Costs, Seasonally Adjusted

Year and Output per oy Compensation per Real Compensation Unit Labor
Quarter man-hour Qutput. (1) HnE=ha man-hour (1) per_man-hour (2) Cost
Indexes 1967 = 100
1973
| 128.5x 129.9r 101.1 Li4. 7t 112.5r 112.67
I1 * 129.7r 132.3r 102.0 147 .47 112.1r 113.7r
I11 131.2r 133.9¢ 102.0 150.3r 111.8r 114,5r
v 130.1r 134. 3¢ 103.2 153.2r 111.4x 117.8r
Annual Avg. 130.0r 132.6¢ 18251 148,9¢ 111.9r 114.6r
1974
I 129,9r 132, 3r 101.9 155.8r 110.2r 120.0x
11 131.3p 132.8p 101.1p 161.0p ; 110.6p 122.6p
Percent Change Over Previous (Quarter at Annual Rate (5)
1973 _
 § 9.1r 15.9r 6.2 8.9r 2.9x =0.2¢
11 3.7r 7.6r 3.8 7.5¢ “L.4r 3.7r
IT1 4.9¢ 4,9r -0.0 8.1r =0.9r 3.0r
v =3.4 1.2 4.8 8.0r “1.7r 11.9r
Mnual Avg. 5.9r 11.0r 4.8 l.4r 1.1r l.4¢
L1974
I =-0.7r -5.87 =Sl 7.0r =&, 1r 7.8r
IT 4,6p 1.5p -2.9p 13.9p 1.3p 9.0p
Percent Change Over Previous Year (5)
1973
1 1.7r 14.2¢ 6.1 6.41 2.3r =1.2¢
Il 6.7r 12.2¢ 5.2 7.2¢ l.67 0.4r
I11 5.7t 10.5r 4.5 T+9¢ L.Gr 2.0t
v 3.5t 743r 3.7 8.1r -0.3r 4,51
Annual Avg. 5.9¢ 11.0r 4.8 7.41 l.1r L.4t
1974
8 1.1r 1.8¢ 0.8 7.7t -2.0r 6.5r
LT 1.3p 0.4p =0.9p 9.2p -1.3p 7.9p
See footnotes following table 4. SOURCE: Bureau of Labor Statistics

p = preliminary July 31, 1974

r = revised
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Unlt Labor Costs, Unit Profits and Prices, Seasonally Adjusted

Table &4, Nonfinancial Corporations: Oytput per Man-Hour, Hourly Compensation

Compensa= Real Unit Total
Output
Year and pzr Output Man-hours tion per Compensa- Unit  yonlabor Unit  Unit 1m311°it
Quarter MoK man-hour  tieon per Lgbur Costs Cost Profits 5 f; Eﬂr
i (1) man-hour (2) “Ost (8) (9) (10} e
Indexes 1967 = 100
19712
1 123.1x 130.7r 106.2 149.4¢ 116.1¢ 121,47 125,%r 122.5r 91.,9r 117,58z
11 123, 3r 132,23z 107.3 151.8¢ 115.47 123.1r 127.1r 124.1¢ 91.3r 119.1r
I1I 123.57 132.9r 107.7 154,41 114.9¢ 125.1¢ 128.3¢ 125.9r 90.2r 120.57
v 122.7x 133.4r 108,7 157 2r 114. 27 128. 11 129.9¢r 128.5¢r B89.7r 122.6
Annual Avg. 123.l1v 132. 3¢ 107.5 153.1t 115,0x 124,41 127.7¢  125.2 90.81 120.0x
1974
I 121.0¢ 130.6r 107.9r 160, 4 113, 5% 132.67 134.2r 133.0r 86.8¢c 126.0r
1973 Percent Change Over Previous Quarter at Annual Rate (5)
I g.2r 12.5r 4.0 13.47 T.2r 4,8t -3.2r 2.0t 3. 47 2.8r
1 0.7r 4,81 4.0 6.5 =2.2r 5.7 4.3t 5,3 -2.6r b, b
ITL 0.61 2.0r B 1.2r -1.9r 6,67 3.8z 5.9r =4.5r 4,6r
1w -2.3r 1.5¢ 3.9 7.3r -2.2r 9.9r 5.2t 8.7r -2.5r 7.4t
Annual Avg. 3.7t 7.8¢ 4.0 7.9¢ 1.5r 4.1r 0.7r 3.2r  4.7r 3 ax
1974
I =5.5r -8.1r -2.8r B.5r =2.67 14,91 13.91 l4.6¢ -12.3r 11l.4x
Percent Change Over Previous Year
1973
I 5.3r 10.0r 4.5 Ti2¢ 3.0z 1.8¢ =1.2r 1.0r  9.3¢ 2.0¢
II 4. 4 8.7r &.0 7.7c I 2r 3.2¢ -0.51r 2.2r 7.5r 2.8
ITI J.a4r 7.67 4.0 8.0r ey &, 51 0.7r 3.5 4. 3r 3.61
Iv 1.7¢ S.lr 3.3 8.67 2.2r 6.7r 2.5t 5.6t ~l.6r 4.8
Annual Avg, 3.r 7.8x 4,0 7.9¢ 1.5r 4.1r 0.7r 3.2¢ 4.7t 3,41
1974
I -7t -0.1r 1.6 7.4t -2.2r 9.2r 6.8xr  B.6r -5.6r _____ 6.9r

See footnotes at end of table 4.

r = revised

p = preliminary

SOURCE:

Bureau of Labor Statistics

July 31, 1974



FOOTNOTES, TABLES 1 TO &

Source! Qutput data from the Bureau of Econcmic Analysis, U.5.
Department of Commerce and the Federal Reserve Beard. Compensation
and Man-hours dsta from the Buresu of Labor Statisties, 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
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) 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 guarter a year ago.
(7) Quarterly measures adjusted to annual estimates of output (gross
product originating) from the Bureau of Economiec Analysis, U.S. Department

of Commerce.

(B8) 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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