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PRODUCTIVITY AMD COSTS IN THE FRIVATE ECONOMY, THIRD QUARTER 1974
{and Revised Data for Nonfinancial Corporatiéns, Second Quarter 1974)

Productivity in the private economy declined in the third gquarter of 1974 at a 3.0

percent seasonally adjusted annual rate, the Bureau of Laber Statistics of the

U.S. Department of Labor snnounced today. The decline reflected a 3.3 percent drop

in ocutput and & 0.3 percent decline in man-hours. During the first and second gquarters
of 1974, output per man-hour had declined 7.1 percent and increased 0.6 percent,
respectively.

In the norfarm sector, output per men-hour declined at an annual rate of 2.4

percent in the third guarter, compared wiFh a 3.3 percent decline one guarter earlier.
The third gquarter decrease marked the sixth consecutive guarter of declime or of no
growth. It reflects decreases of 3.1 percent in cutput and 0.6 percent in man—hours
from the second quarter.

In manufacturing, ocutzut per man-hour declined 0.2 percent in the third gquarter,
after increasing 4.5 percent in the second guarter. This movement reflected a 0.6
percent decline in output and a 0.4 percent decline in man-hours.

From the third quarter of 1973 to the third gquarter of 1974, cutput per man-hour
fell 2.5 percent in the total private economy, 2.9 percent in the nonfarm sector, and
remzined unchanged in manufacturing. A summary of the third quarter data appears in

table 4. Details are given in tables 1-3.
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Table A. Percent Change at Annual Rate in Productivicy and Costs
(Sesconally Adjusted)

Total Private Economy
(Preliminary)

Output per man-hour
Compensation per man-hour

Unit labor costs

Real compensation per man—hour
Cutput

HMan-hours

KNonfarm Sector
(Preliminary)

Output per man-hour
Compensation per man=hour
Unit labor costcs

Rezl coxpensation per man—hour
Qutput

Man-hours

Manufacturing
(Preliminary)

Qutput per man-hour
Compensation per man-hour

Unit labor costs

Real compensation per man-hour
Qutput

Man-hours
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2nd Quarter 1974
Lo
3rd Quarter 1974

3rd Quarter 1973
to
3rd Quarter 1974
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The decline in output_in the private economy snd the nonfarm sector during the
el |
third quarter reflected a larger decline In output than in man-hours. This was

accomplished through a shortening of the average workweek (down 1.1 percent in both
sectors) since employment increased during the guarter (0.8 percent in the private and
0.5 percent in the nonfarm sectors).

In manufacturing output also fell more than man-hours, but in this sector eof the
economy the change in man-hours reflected a decline in employment (down 1.3 percent
at an annual rate} while the workweek lengthened (up 1.0 percent).

COMPENSATION AND LABOR COSTS

Compensation per man-hour (which reflects wage costs, employer Social Seeurity

contributions, and other fringe benefits) rose 10.5 percent in the private economy

during the third quarter, compared with a 14.2 percent increase during the second
quarter. This increase in compensation, combined with the decline in cutput per
man—hour, resulted in a 13.9 percent rise in unit labor costs. Unic labor costs had
risen 13.6 percent at an annual rate in the preceeding gquarter. Real compensation per
man-hour (compensation per man-hour adjusted by the Consumer Price Index) decreased
2.3 percent in the third quarter, compared with a 1.6 percent increase in the second
quarter in the private economy. This decline carried real hourly compensation to

its lowest level since the first gquarcer of 1972.

In cthe nonfarm sector, compensation per man-hour increased 11.]1 percent (at an

annual race):unit labor costs increased 13.% percenr. Unit labor costs had
increased 14.4 percent in both the first and second quarters of 1974. Real
compensation per man-hour In the nonfarm sector declined 1.8 percent, compared with a

1.6 percent decline in the second guarter.
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In the manufacturing sector, compensation per man—hour increased 11.9 percent,

and unit labor costs rose 12.2 percent. In the preceeding quarter, these measures
increased l4.1 percent and 9.1 percent, respectively. Real compensation per man-hour
decreased 0.9 percent, compared with a 1.5 percent increase one guarter earlier.

The man-hours data for manufacturing include revisions in the number of proprietors
engaged in this sector. These revisions in man-hours are also reflected in the levels
of ocutput per man-hour and unit labor costs and extend back to the first guarter of
1971. (See tables B and 3.)

Table B. Revised Menufacturing Man-hours and Associated Measures, 1971-1972
(1967 = 100}

Qutput per Unic Labor
Man-hours Man-hour Cost
14871 I 94.5 113.4 113.2
11 94.3 115.6 112.3
I11 93.6 116.1 113.3
Iv 954.3 116.1 114.4
Annual 94.2 115,39 113.2
1972 I 95.4 119.2 114.1
11 97.1 121.4 1E3.3
111 97.7 124.0 112.3
v 99,7 125.6 112.8
Annual 97.5 122.6 113.1

Within the nonfarm sector, changes in the demand for labor, as expressed by changes

in manhours, are given in table C.
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Table C. Change in Manhours in Nonfarm Sectors
{Percent Change from Previous Quarter at Annual Rate)

Industry 1974-11 1974-111
17
Private Nonfarm 0.4 -0.6
Mining 4.7 4.7
Construction ' 0 | -11.0
Manufacturing 2.7 -0.3
Transporcacion 0.4 =1.1
Trade 3.4 -1.0
Finance, Insurance, and 1.0 =0.2
Real Estate
Services .4 1.9
Other 0.8 -0.4

1/Induscry data are for paid employees only, except for the “"ocher"
cacegory which includes government enterprises, private households, proprietors,
and unpaid family workers.

REVISED FIGURES FOR NONFINANCIAL CORPORATIONS

Revised output per manhour and related measures in nonfinancial corporations for
the second quarter of 1974 were also released today. These changes primarily reflect
a revisien in the ocutput measure for this sector. (See tables D and 4.)

Tsble D. Preliminary and Revised Measures, Nonfinancisl Corporations
(Seasonally Adjusted)

I 1974 1t 1873
to te
IT 1974 IT 1974
Preliminary  Reuised Prelimigary Revised

Output per man-hour 1.2 -0.4 -1.6 =1.9
Compensation per man-hour 1.3 11.5 8.6 8.6
Unit labor costs 10.0 11.9 10.3 10.8
Real compensation per man-hour =-1.0 -0.39 -1.% =1.9
Dutput 0.3 -1.4 ) -1.6
i Manhours -0.9 -1.0 0.4 0.4
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TABRLE 1.

TOMAL PRIVATE ECONUMYD OUTRUT PEH MAN-HOUR
HOURLY COMPEMSATIONs UNIT COSTe &ND PHICESs SEASOMALLY ADJUSTED

HE &L .
YEAR AND OQUTPUT PER QuUTHENT MAN=HDLHS COMPENS A= COMPEMSA= UNIT UNIT NON= IMPLICIT
QUARTER MAN=HOUH TI1OM PEH TIOMN PEH LABUH LABDR PAY= PRICE
MAMN=HUUH (] MAN=HOUMN[2) COSTS HEMNTS (3] Y REFLATOR (&)
INDERES 196T=100
1973
| 117.0 124.9 106.7 149,99 116.5 12841 119.5 124.A
Bl 1l6.6 12%.8 107.7 152.1 115.7 130.5 I21.8 12741
111 1161 1261 1084 154 ,2 104,7 132,.8 1250 129.A
v Il6.1 126.8 109.2 157.3 1,4 135,5 127.8 132.5
ANNUAL I16.5 12%5.8 108.0 153.5 115%:3 131.A 123.5 128. 54
1974
| 14,0 l124.2 109,0 159,48 113.0 140.2 130.9 13646
11 I14,1KR 1236l 1083 16%.2 113:5 144, 8H 132« 1R 139 8K
111 113,39 122 « P 1068 2P 169 . 4P 112.8P laG 6P 135.0P 143.9P
PEMCENT CHANGE OVER PHEVIDUS UUARTEH AT ANMUAL HATE (8]
1973
1 BasS 100 d.3 13,1 - 1% sl 5T Gl
117 =1l.8 2sl 1.p S.9 =27 T«b Tal Tab
111 =1.5 lan 1.1k Sah =1IR T3 111 B.7
iv =0, 11t I 2.4 A4k =1, 3R Bed .2 BaT
ANMUAL 2.9 b 3.2 HeD Ls7 5.0 T.0 5.7
1974
1 =Tal =Tsh =07 LT -4 .5 i4.8 10.0 12.9
11 L] =2 fiH =& s 5F i .2 ol 13,.6R 3. TR Q.90
111 =300 =3.3P =, 3 (RS- =2 3P 13.9F e dP 12.2P
- PEHCFNT CHANGE OVER COMHFSPONDING QUARTFH OF PREVIOUS YEARI&)
1973
1 5+3 Hah kP | Tae¥ At Fak B5a:5 dath
11 - Ba .2 7.8 2.2 b2 Bk 5.0
111 2.0 Heh 3.3 A.D L. 1R 5.7 TaT LI
v 0.8 bail 3.2 A2 =0a2 Talk Bah Tl
ANMNLAL 2.9 Bs? 3,2 H.0 1.7 5.0 Ts0 5.7
19T4%
I =2 =0s5 2al LY =3.0 Qeh 9,5 a5
11 =210 =lshk 045K Heb =1.9 10,9R 8,50 10,08
111 2,50 =daHP =l 43P 9,9F «1,7P 12.6P B.0F 10,.9P
SEE FOOTNOTES AT END OF TAALF 4.
R=REVISED OGCTOBER 30, 19TH
P=PRELIMINARY SOURCE: BUREAU OF LABODR STATISTICS
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TABLE 2, PRIVATE NONFARM ECOMOMY: OUTPUT PER MAN=HOUR
HOURLY COMPENSATION: UNIT COSTe AND PRICES.: SEASONALLY ADJUSTED

B AL
TEAR AND DUTPUT PER GUTEYT HAN=ROLNS COMPENSA= COMBPENS A= uUNLT UNTT MOMN= IWPLICITY
QUARTFR AN =ML Tion PER TI0N PEM LAROH LARDR PAY= PRICE
HAN=HOUR ) AN =0 ) COSTS MENTS (D) DEFLATOR (&)
ISDFXES 19&T7=100
197123
I 115.7 1252 108.2 148.0 115.0 121.9 115:9 123:4
11 11%.1 1260 109.5 150,48 IFETY 130.3 Iltab 125.0
1t 1151 1268 118,2 152.4 113.4 132.4 11Tab 1267
i 114,9 1271} 118.7 155.7 113.2 135.5% 119:8 129.%
AMNMUAL 115,2 126,13 109,68 151.8 113.9 131.6 117:3 126.2
197a
1 113.3 128a7 LlG.0 158,.9 112:4 10,2 1236 133.9
1 112,80 123 1H 0.1 162.9 111.9 L4, 00 128 3n 138, TR
(8 8] 11.Te 122nP 109, 9 167,39 111 4P 149, TR 1. T8 a2 ap

PERCFNT CHANGE OVEH PHFVIOUS GUAHTER AT ANNUAL HATE (5)

1973
1 S8 LT 4 f 1.7 5.5 b “0.% At
11 2.2 2.9 LY. Sat =Y. 2 T.0 1.7 S.6
11 0.0 2+5 2,50 Bt 2.3 bt 3.7 Babs
mw =(h, 4R Isl I«9 8. 8K =0, 9.7 T8 9.0
ANMLUIAL 2.7 LTF Y T«8 Tak 5.0 F Myl
19Ta
1 =52 =75 =2k Bah =2.7 (L] 14:0 142
11 =331 =2+90 Y 10:7R =l«6F LT L 16:30 15.10m
11 =2.4P =3 1P =0 6P 11:1P =1:AP 13.9P 10: TR 12.8P
PERCEMT CHAMGE OVER CORAESPONOIMNG GQUARTEH OF PREVIOUS YEAR(A)
1973
5.1 BT d.d Tat 3.4 FL ] 2ab P
11 Y Bt J.% TaT 2l el 2:1 3.5
'll ‘ln‘ Sabh ’..,T' TaT u-ﬂ- 5-.- ‘r" Aotk
1v 0% kP 3:3 8.l =03 Tt 3.0 S5.%
AMMUAL F LT Y. T.8 bat 5.0 2% LTY!
1974
1 =2l =0 L7 T3 =2:1 LI LT 8.5
11 =230 Ll Dats Heb =19 I1.20 10,30 10,90
e =290 =3 | P =0.2F .77 =1.6P 13:1P 12:1P 12.70
SEE FOOTNOTES AT END OF TaALE &,
R=REVISED OCTOBER 30, 19T4
PePRELIMINARY SOURCE: WUREAU OF Lamom STATISTICS
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Table 3. Manufacturing Sector; Output per Han-hour, Hourly
Compensation, Unit Labor Costs, Seasonally Adjusted

Year and Output per Output (7) Man~hours Compensation per Real Compensation  Unit Labor
Juarter man-hour man-hour (1) per man-hour (2) Cost
Indexes 1967 = 100
1973
Ii 128.3r 129.9 101.2r¢ 144.,7 112.5 112.8r
1T 129.5r 132.3 102.2r 147 .4 1121 £13.8r
s 131.1r 133.5 102.2r 150.3 111.8 114.7r
129,.9¢ 134.3 103.4r 153.2 111.4 117.9r
Annual 129.8r 132.6 102, 2r 148.9 111.9 114, Br
1974
I 129.7¢ 132.3 102.0r 155.8 110.2 120, 1
I 131.1 132.9r 101.3r 161.1 110.6 122.8
111 13115 132.7p 101.2p 165, 7p 110.4p 126.4p
Percent Change from Previous Quarter at Annual Rate (35)
1973
I 9.0r 15.9 6.3r 8.9 2.9 =0, 1lr
II 3.7 7.6 3.8 7.5 -1.4 3.7
II1 4.9 4.9 0.0 8.1 -0.9 3.0
v -3.4 t 4.8 8.0 =1.7 11.9
Annual 5.9 11.0 4.8 Todh 1.1 1.4
1974
1 -0.,7 -5.8 =-53.1 7.0 =4.1 S o
1I 4.5r 1l.8r =2.6r L4.1x 1.5 8.1x
111 -0.2p -0.6p -0.4p 11.9p -0.9p 12.2¢
Percent Change from Previous Year (5)
1973
I 7.7 14.2 6.1 6.4 2.3 -1.2
11 G.7 12.2 5.2 7.2 1.6 U.ar
II1 5.7 10,5 4.5 7.9 1.0 2.1x
- v 3.4 7.3 3.7 8.1 -0.3 4,5
Annual 5.9 11.0 4.8 Tob 1.1 L.4
1974
I 1.1 1.8 0.8 Tid =2.0 6.5
1T 1.3r 0.5r -0.8 9.3 -1.3 71:9r
111 0.0p -0.9p -0.9 10.2p -1.3p 10,2p
See footnotes fqllwing table 4. SOURCE: Bureau of Labor Statistics
r = revised October 30, 1974
P = preliminary
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Table 4. Nonfinancial Corporations: Output per Man-hour, Hourly Compensation
Unit Labor Costs, Unit Profits and Prices, Seasonally Adjusted

Compensa- Real Unit Unit Total Implicit
Year and Oucput per  Output Man-hours tion per Compensa- Labor Wonlabor Unit nit Prices
HQuarter man-hour man=hour tion per Costs Costs Costs Profits Deflator
(1) man-hour (2} {8 {93 {10}
Indexes 1967 = 100
1973 -
1 123.1 130.7  106.2 L4345 116.1 121.4 125.7 122.5  91.9 117.8
II 123.3 132.3 107.13 151.8 115.4 123.1 127.1 124.1 91.3 119.1
111 123.5 132.8 107.7 154, 4 114.9 125.1 128.3 125.% 90.2 120.5
v 122.7 133.4 108.7 157.2 114.2 128.1 129.9. 128B.5 B9.7 122.6
Tg?:ﬂl 123.1 132.13 107.5 153.1 115.0 194 . 4 127.7 125.2 90.8 120.0
L 121.0 130.6 107.9 160, 4 113.5 132.6 134.2  133.40 86.8 126.0
[1 120.9¢ 130.2r 107.7 164, 9r 113.2 136.4r 137.9r 136.7r 90.9r 1259.8
Percent Change from Previous Quarter at Annual Rate {5)
1973
1 8.2 12.5 4.0 13.4 7.2 4.8 -3.2 2.7 3.4 2.8
Il 0.7 4.8 4.0 6.5 -2.2 5.7 4.3 3.3 -2.6 .4
111 0.6 2.0 1.5 7.2 -1.9 G.6 3.8 5.9 -4.5 4.6
v =23 1.5 3.9 7:3 -2,2 9.5 5.2 8.7 ot 7.4
Annual 3.7 7.8 4.0 +u8 1.5 4.1 0.7 & b7 3.4
1974
I =5.5 -8.1 -2.8 8.5 -2.6 14.9 13.9 14,6 =12.3 11.4
L1 =0, 47 =1, 4T =1.0r 11.57 =0, 97 11.9y 1l.4x 11.8r 20.2r 12.6
Percent Change from Previous Year
1973 :
I 5.3 10.0 4.5 7.2 3.0 1.8 o ey 1.0 2.3 2.0
I .4 8.7 4.0 7.7 22 3.2 0.5 2.2 7.5 2.8
I1I 3.4 Tk 4.0 8.0 1.1 4.5 0.7 3.5 4.3 1.6
Ay 1.7 5.1 3.3 8.6 0.2 6.7 2.5 5.6 -1.6 4.8
Annual 3.7 7.8 4.0 7.9 1.5 bal 0.7 3.2 4.7 3.4
15974
1 -1.7 -0.1 1.6 1.4 -2.2 9.2 6.8 8.6 -53.6 6.9
II -1.9r -l.6¢ 0.4 8.6 -1.9 10.8c B.5r 10.2r -0.5r 9.0
See [ootnotes following table 4. SOURCE: Bureau of Labor Statistics
r = revised Qctober 30, 1974
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FOOTNOTES, TABLES 1 TO 4

Source: Qutput data from the Bureau of Economic Analysis, U.S5.
Department of Commerce and the Federal Reserve Deard. Compensation
and Man-hours dsta from the Bureau of Labor Statistics, U.S5. Department
of Labor and the Bureau of Economic Analysis.

= |

(1) VWages and salaries of employees plus employers' contributions for
social insurance and private benefit plans. Except for nonfinancial
corporaticns, where there are no self-employed, data alse includes an
estimate of wages, salaries and supplemental payments for the self-employed.

(2) Compensation per man-hour adjusted for changes in the Consumer
Prire Index. '

{3) Nonlabor payments include profits, depreciation, intereat. Tental
income and indirect taxes,

(4) Current dollar gross product divided by constant dollar gross
product.

(5) Percent change compcunded 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 pof Econopic Analysis, U.S. Department

of Commerce.

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

{$) Total unit costs is the sum of labor and non-labor costs.

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

Federal Reserve Bank of St. Louis
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