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PRODUCTIVITY AND COSTS IN NONFINAMCIAL CORPORATIONS, SECOMD QUARTER 1974
{and Pewvised Figuras for the Totsl Privete Ecomomy, Second Quarter 1974)

Productivity in nonfinsncisl corporations reose at a seasonally adjusted annual

rate of 1.2 percent in the second guarter of 1974, up from a 5.5 percent decline in
the first guarter, according to preliminary figures reported today by the Bureau of
Labor Statistics of the U.5. Department of Labor. The increasse in productivity
resulted from a 0.3 percent inmcrease i:ll cutput and a 0.9 percent decrezse in man-hours.
The increase in oucput followed an 8.1 percent decline in the first qusrter. The
productivicy increase followed two gquarters of decline.

Revigad mezsures for the second quarter of 1974 for the total private econcomy and

its nonfarm and manuiacturing sectors also were released todsy. Output per man~hour

in the total private econcmy increased 1.4 percent, snd in the nonfarm sector declined
2.5 percenc, according to revised data. Previcusly, these measures had been reported
as 0.8 percent and -1.9 percent respeccively. In manufacturing, productivity was up
.0 percent in the second gquarter. This incregse had been previously reported as 4.6
percent, based on preliminary daca.

From the second guarter of 1973 to the second gquacter of 1974, output per man—-hour
declined 1.6 percent in nonfinancial corporaticns, 1.9 percent in the total private

gsector, 2.1 percent in the nonfarm sector, and rose l.l1 percent in manufacturing. A

summary of second quarter dats appears In table A, Details are given in tables 1-4.




Tsble A, Percent Change ar Annual Rate in Productivity and Costs
(Sessonally Adjusted)

2nd Quarter 1973 - lst Quarter 1974
To - to
Ind Quarter 1974  Znd Quarter 1974

Konfinancial Corporations

{Preliminary)
Output per man-hour -1.6 1.2
Compensation per man-hour B.6 11.3
Unit labor costs 1G.3 10.0
Real compensation per man~hour -1.9 =1.0
Dutput -1.2 0.3
Man-hours 0.4 =0.9
Toral Private Economy

(Revised)
Qutput per man—hour -1.9 1.4
Compensation per man-hour 8.6 14.2
Unit lebor costs 10.7 12:6
Feal compensation per man~hour -1.% 1.5
futput -1.3 =141
Mzn-hours 0.8 =24
Nenfarm Sector (Revised) i
(utput per man-hour -2.1 e ]
Compensation per man-hour 8.6 10.6
Unit labor costs 11.0 13.4
Real compensation per man-hour -1.9 -1.7
CQutput -1.6 -2.0
Man-hours 0.6 0.4
Manufacturing (Revised)
Qutput per man-hour 1.1 .0
Compensation per man-hour 9.3 14.2
Unit lszhor costs - 8.1 9.8
Real compensation per man-hour =13 1.6
Cutput 0.3 1.2
Man-hours 0.8 =2.7
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COMPENSATION AND LABOR COSTS

Compensation per man-hour (which inecludes borh wages and supplemental payments)
in the nenfinancial corporate sector rose at a seasonally adjusted annual rate of 11.3
percent in the second quarter, up from an 8.5 percent increase during the first
guarter. The increase in compensation per man-hour reflected a 10.3 percent increase
in compensation coupled with a 0.9 percent decline in man—hours.

Real compensatiom per man-hour (hourly compensation adjusted for changes in the
Consumer Price Index) decresased 1.0 percent, compared with a 2.6 percent decline during
the first quarter. This was the fifth consecutive quarterly decline in this measure,
and as a result of these declines real hourly compensatrion is now lower than it has
been since the second guarter of 1972.

Corporate unit labor costs, which refleect changes in productivity and compensation
per man<hour, rose at en annual rate of 10.0 percent during the second guarter,
compared with a 14.9 percent inerease during the previcus gquarter.

Unit nonlabor coests — which include depreciztion, net interest, and indirect
business taxes —— rose at an annual rate of 9.3 percent in the second guarter, compared
with a 13.% percent increase in the previcus quarter. Total unit costs (labor and
nonlabor costs combined) increased at an smnual rate of 9.8 percent, compared with a
14.6 percent increase during the first quarter.

PROFITS AND PRICES

Profics per unit of ocutput in nonfinancial corporations increased by 39.0 percent
in the second quarter, after declining 12.3 percent during the first guarter, the
largest guarterly increase in unit profits since the first quarter of 1971. As a
result of the increase, second quarter unit profits stood 3.2 percent above second

quarter 1973 levels.

Federal Reserve Bank of St. Louis
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The implicit price deflator for the nonfinancial corperate sector, which reflects

changes in unit labor costs, unit nonlabor costs, and profits, increased at an annual

rate of 12.6 percent during the second quarter, compared with anm 1l.4 percent increase

during the first quarcer.

The 0.9 percent decline in man-hours reflected a 0.4 percent increase in employment

and & 1.3 percent decline in average weekly hours.

Table B summarizes price, cost, and profit developments since 1969.

includes the economic slowdown of 1969-70 and the subsequent recovery.

This time span

Table B. Indexes of Prices, Costs and Profits in the
Wonfinancial Corporate Sector
(1967 = 100}
1973 1974
1969 |1970 [1971 |1972 {973 IT III IV I II

Implicit Price

Deflator ...ves- 105.3|110.0{113.9|116.1 pn20.0 119.1)120.5 | 122.6 126.0/129.8

Total Unit Costs. 108.5|116.8(120,11121.4 p25.2 | 124.1|125.9 | 12B.5 133.0)1356.1

Unit lebor cost. 108.1114.9117.4|119.6 24,4 || 123.1)125.1 | 128.1 132.6(135.8
Unit nonlabor

COBEC iy ensni 109.8|122.9|128.6 |126.9 P27.7 || 127.1]128.3 | 129.9 | 134.2|137.3

Unit profits .... 86.9| 71.3| 79.1) B6.7 | 90.8 90.2 89.7 86.8) 94,2

“ 91.3




TAHLE
HUURLY COMPEMSATIOM: UMIT COSTe AMD PRICES. SEASOMALLY ADJUSTED

TafaL PHIVATE ECONOMY: OUTPUT PER MAN=HOUR

RE AL
YEAR AND OUTPUT PER AuTRYT MAN=-HOLRS COMPENS A= COMPENSA- UMIT UNIT NON- IMPLICIT
QUARTER MAN=HOLR TION PER T10M PER LABOR LABOR PAY= PRICE
. HAN=HOLR (1] HAN=HOUR {2} COsTS MENTS (3) DEFLATOR [ 4)
o == THDEXES 1967=100
1973
1 117.0 léd.q Iha.T 149.9 116.:5 18R.1 119.5 1248
11 1166 125454 1677 15241 115.7 130,5 121.8 187.1
(B8 118,1 1261 1086 {54, 2 1147 1392.8 126.0 129« 8
Iy Ilhaal 1869 09,2 157. 1 114.4 135,5 127.8 132.5
ANNUIAL 116.5 125.A loA. D 193.5% 115.13 131.8 123.5 18846
1974
1 1le.0 124.2 1ng.n 159 ,A 113.0 140.2 lan.9 13646
i1 114.4K 123.9R 108, IR 165,21 113.5R 144, 4R 137 . 4R 139.98
PEACENT CHANGE OVER PHFYTOUS GUAKTER AT AWNNUAL KATE!{S)
1973
1 6.5 10en | 1731 fi.9 fal 5.7 Bl
IT =16 Fal 1B L 2T Tl 77 Tah
11 =1.5 Lt Js 2 5. -3,3 7.3 1141 BT
1 0.0 743 7.3 Ho% -1.7 A 9,2 B.7
ANNUAL 7.9 Gad 1.7 T {:7 5.0 Tl 5.7
1974
=-T.1 =748 . fad 445 lda6 10.0 12.9
I1 ladiR =1l«]H =2 4 hH L&, 2d 1.5R 12.6R 6. 0R 10«10
- - FERCENT CHANGE OVFH COHRESPONDING QUARTER DF PREVIOUS YEAR{G) o
1973
% | Hahy 1.1 T.9 3.7 Pah 5.5 Jub
1 1.5 Bl 1.2 Tolh 2a? a2 frath S50
111 2.l L 3:3 A.u 1:0 5.7 TsT Bak
v 0.0 Gl e A.2 =02 Tok el Falt
ANMUAL 2.9 Ga2 3.2 a0 1T 5,0 Tl 5,7
1974
1 =g =05 24l figts =30 9. 9.5 9.5
I =] .9R =1+3H [ R bR =] .9R 10.7TH 9. 1R 10.1R

SFE FOOTNOTES
R=REVISED
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TABLE 2. PRIVATE NONFARK ECOMCHMY: OUTRUT PER MAN=HOUR
HOURLY COMPENSATION, UNTT ©0S5Ts AND PRICES, SEASONALLY ADJUSTED
HE AL
YEAR AND OUTPUT PER OuTFLT MAN=HOUKS COMPEMNSA= COMPENSA = UNIT UNTT MON= IMPLICIT
AUARTFRA MAN=HOLR TIOM PER TION PER LABOR LARDR PAY= PRICE
MANM=HOUH 1] MAN=HOUR (2] COSTS MENTS () NEFLATOR (4]
o o TTINDERES 1967=100
1973
i 16,7 185.2 10842 Va0 1150 127.9 115.9 123.4
11 115.1 12640 1095 150 114.1 130.3 1164 12540
88 115:1 12648 1107 15844 113.% 132.4 1174 12647
T 11489 12741 Lin. T l55.T 113.2 135.5 11946 12945
ANKMLUAL 115.2 126:1 1049.6 151t 113.9 131.6 117.3 126.2
1974
I 113.3 12447 110.0 168,59 117.4 La0.2 123.6 13349
1 Il2.6R 124 «OR 110,11 162,90 111.9R 1hd . 6R 129.2R 136.BR
BERCENT CHANGE OVER PREVIOUS WUARTER AT ANNUAL RATE (5]
1973
1 .2 9ai R all 11.7 5.5 G.2 =0.% 3.6
11 -2 2455 ol 5. -3,2 7.8 Tat S.6
i1 0.0 2.5 2.6 5.5 wg@s 4 Bu6 3.7 S.6
1y -0, 7 11 Lo% 4.9 -D.8 9,7 Tob 9.0
ANNUAL 2.1 P " T.h b4 5.0 7.5 hal
1974
=57 =T«5 e L Ba.h -2 7 1ot 140 148
rt =2 .5l -2.0R 0. ih 10,60 -1.7R 13. 4R 1938 154 4R
PERCENT CHANGE OVER CORRESPONDING QUARTER OF PREVIDUS YEAR(E)
1971
I 5.1 AT EFr Tt dad Pat feb ]
1 3.4 e 3.4 T.7 2.1 4.1 243 3.5
111 1.R 5:h 3.7 TaT 0.A 5.8 1.9 boty
v 0.5 3.h 3.3 Hyl -0.,3 7.6 N 540
AMMNUAL 2s7 bei? Jah T.H lat 5.0 ) bl
1974
i 2.1 ~0v4 1.7 743 ~gi3 9.6 6T BaH
II =2 1A o 0.k A.6R =1.9A 11.0 11.0R 11.0R

SEE FOOTNOTES AT END OF TRBALE 4.
R=REYISED
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Table 3.

Manufacturing Sector: (utput per Man-hour, Hourly
Compensation, Unit Lahor Cests, Seasonally Adjusted

Yoar and Output per Man~h g Compensation per Real Compensation Unit labor
uarter man=hour Outpac. (7) . man-hour (1) per man~hour (2) Cost
Indexes 1967 = 100
1973
1 128.5 129.9 101.1 144.7 112.5 112.6
I 129.7 132.3 102.0 1467.4 112.1 113.7
I11 131.2 133.9 102.0 150.3 111.8 114.5
v 130.1 134.3 103.2 153.2 11l.4 117.8
Anoual Avg. 130,0 132.6 Lo2.1 148.9 111:9 114.6
1974
1 129.9 132.3 101.9 155.8 110.2 120.0
L1 131.1r 132.7r 101.2c 161, 1x 110.6 122.8r
Percent Change Over Previous Quarter ar Annual Rate (5)
1973
I 9.1 15.9 &.2 8.9 2.9 .2
L 3.7 7.6 i.gB 7.5 -1.4 3.7
11 4.9 4.9 0.0 B.1 -0.9 3.0
v =3.4 1.2 4.8 8.0 =17 11.9
Annual Avg. 5.9 11.0 4.8 7.4 1l Lod
1974 '
1 -).7 -5.8 -5.1 7.0 =4.1 7.8
It 4,0r 1.2r -2.7r 14.2¢ L.br 9.8c
Percent Change Over Previous Year (5)
1973
I 7:7 14,2 6.1 G.4 2.3 =1.2
il 6.7 12.2 5.2 7.2 1.6 0.4
[LI 5.7 10.5 a3 7.9 1.0 2.0
Ly 3.5 73 3.7 8.1 -0.3 4.5
Annual Ave, 5.9 11.0 4.8 74 1.1 Ladi
1974
I 1.1 1.8 0.4 Tal -2.0 6.5
Ll 1.1r 0.3r -0, 87 9.3r -1.3 8.1r

S5ee foocnotes [ollowing table 4.
r = revised
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Table 4. WNonflnancial Corporations: Output per Man-hour, Hourly Compensation
Unit Labor Costs, Unit Profits and Prices, Seasonally Adjusted

' Compensa- Real Unit Unit Total Implicit
Year and Dutput per Output  Man-hours tion per Compensa- Nonlabor Unit Unit B
Quarter man-hour man-hour tion per Eigzr ‘Costs Costs  Profits i Ei“i
- & &R man—hour (2) (8) (9} (1Lo) L
Indexes 1967 = 100
1973
I 123.1 130.7 106.2 L49. 4 116.1 121.4 125.7 122.5 91.9 117.8
1T hEL 132.3 107.3 ,151.8 115.4 123.1 12751 124.1 81.3 119.1
111 123.5 132.9 107.7 154, 4 114.9 125.1 128,3 125.9 90.2 120.5
v 122.7 133.4 108.7 157.2 114.2 128.1 129.9 128.5 89.7 122.6
Annual Avg. 123.1 132.3 107 .5 1539, 115.0 124.4 127.7 125.2 90.8 120.0
1974
I 121.0 130.6 107.9 160, 4 113.5 132.6 134,2 133.0 86.8 126.0
I 121.4p 130.7p 107.Jp 164 . 8p 113.2p 135.8p 137.3p 136.1p 94.2p 129, 8p
Percent Change Over Previous Quarter at Annual Rate (5)
1973
T 8.2 12.5 4.0 13.4 7.2 4.8 -3.2 2.7 3.4 2.8
I1 0.7 4.8 4.0 6.5 ~Pall 5.7 Bl 573 2.6 fiadh
| 1 i 0.6 2.0 1.5 f.2 -1.9 6.6 3.8 5.9 -4, 5 4.6
v =2.3 1.5 3.% T3 =22 3.9 5.2 8,7 “2.5 7.4
Annual Ave. 3:3 7.8 4.0 7.9 1.5 &.1 0.7 3.2 4,7 3.4
1974
I =5.5 -8.1 ~2.8 B.5 =2.6 14.9 13.9 14.6 -12.3 11.4
II 1.2p 0.3p -0.9p 11.3p -1.0p 10.0p 9.3p 9.8p 39.0p 12.6p
Percent Change Over Previous Year 4
1973
I 2.3 10.0 G, 5 7.2 3.0 1.8 =1.2 1.0 2.3 2.0
i had 8.7 4.0 7.7 2.2 3.2 =0.5 2.2 7.5 2.8
IL1 3.4 7.6 4.0 8.0 141 4.5 0.7 3.5 4.3 3.6
v 1x7 5.1 3.3 8.6 0.2 6.7 2.5 5.6 -1.6 4.8
Annual Avg. 3.7 7.8 4.0 7.9 1.5 4.1 0.7 3.2 &7 3. 4
1974
i =17 =0.1 1.6 7.4 -2.2 9.2 6.8 B.6 =-5.6 6.9
I1 -=1.6p -1.2p 0.4p g.6p -1.9p 10. 3p 8.0p 9.7p 3.2p 9.0p
See footnotes at end of table 4. SOURCE: Bureau of Labor Statistics
P = preliminary August 29, 1974
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FOOTNOTES, TABLES 1 TO 4

Source: Output data from the Bureau of Economic Analysis, U.5.
Department of Commerce and the Federal 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 empleoyees plus employers' contributions for
social insurance and private benefit plans. Except for nonfinancial
corporatiens, where there are no self-employed, data also includes an
estimate of wages, salaries and supplemental payments for the self-emploved.

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

(3) Honlabor 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 eriginal 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.5. Department
of Commerce.

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

(9) Total unit costs is the sum of labor and_nun-labur coSts.

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