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PRODUCTIVITY AND COSTS IN NONFINANCIAL CORPORATIONS, THIRD QUARTER 1974
(and Revieed Figure for the Total Private Economy, Third Quarrer 1974)

Productivity in nonfinancial corporarions decreased at a seasonally adjusted annual

rate of 1.1 percent in the third quarter of 1974, compared with a 0.4 percent decrease
in the second quarter, according to preliminary figures reported today by the Burean
of Labor Statistics of the U.5. Department of Labor. The decrease in productivicy
resulted from a 1.0 percent decrease in output and a 0.1 percent increase in
man-hours. Thie was the fourth consecutive guarter of productivicy decline in this
EBCTOT.

Revised figures for the third quarter of 1974 for the toral privare econcay and

its nonfarm and manufacturing sectors were alsc released todav. Output per man-hour
in the total private economy decreased 2.4 percent, and in the nonfarm sector 2.2
percent, according to revised data. Previocusly these mescures had been reported as
declines of 3.0 percent and 2.4 percent, respectively. In manufacturing, productivity
was off 0.3 percent in the third quarter. This decrease had previously been reported
as 0.2 percent, baced on preliminary data.

From the third quarcer of 1973 to the third gquarter of 1974, output per man=hour
declined 2.4 percent in nonflnaneial corporations, 2.3 percent in the toral private
seéctor, 2.9 percent in the nonfarm sector, and showved ne change in manufacturing. A

summary of =econd quarter data appears in table A, Detalls are given in tables 1-4.
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Table A. Percent Change in Productivity and Costs =t Annual Rate
(Seasonally Adjusted)

3rd Quarter 1973 2nd Quarter 1974
Sector and Item to to
3rd Quarter 1974 drd Quarter 1974
Konfinancial corporacions
(Preliminary)
Cutput pér man—hour -2.4 -1.1
Compensation per man-hour 9.4 10.0
Unic labor costs 12.0 11.3
Real compensation per man-hour S =il
Output -2.3 =1.0
Man-hours 0.0 0.1
Total private economy
(Revised)
Oucput per man-hour -2.3 -2 4
Compensation per man-hour 9.8 0.3
Unit labor costs 12.4 13.1
Feal compensation per man-hour o T =25
Qutput =26 =2:4
Man-hours =0.2 0.0
Konfarm sector (Revised)
Output per man-hour -2.9 -2.2
Compensation per man-hour 9.7 10.8
Unit laber costs 12.9 13.3
Real compensation per man-hour -1.8 =2.0
Output =-3.0 =2.3
Man-hours =0.1 0.3
Manufacturing (Revised)
Output per man-hour 0.0 =0.3
Compensation per man-hour 10.1 11.4
Unit labor costs 10.1 11.7
Real compensation per man-hour =1.4 -1.4
Output -0.8 -0.3
Man-hours -0.8 0.0
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Compensation and Laber Costs

Cempensation per man-hour and unit labor cost in the nonfinancial corporate sector
increased more slowly in the third quarter than in the second.

Compensation per man-hour (which includes both wages and supplemental payments)
rose at a seasonally adjusted annusl rate of 10.0 percent in the third gquarter, dowm
from an 11.5 percent imcrease during the second guarter. The increase in compensation
per man-hour reflected a 10.2 percent Increase in compensation coupled with a 0.1
percent increase in man-hours.

Real compensation par man-hour (hourly compensation adjusted for changes in the
Consumer Price Index) decreasad 2.7 percent, comparad with a 0.9 percent decline
during the second gquarter, marking the sixth consecutive quarterly decline in this
measure, As & result of these declines, real hourly compensation teached the lowest
level since the fourth qua£ter of 1971.

Corporate unit labor cests, which reflect changes in productivity end compensation
per man-hour, rose at am amnual rate of 11.3 percent during the third gquarter,
compared with an 11.9 percent increase during the previcus quarter.

* Unit nonlabor costs --whieh include depreciation, net interest, and indireer
business taxes— rose at an annual rate of 12.5 percent in the third quarter, compared
with an 11.4 percent increase in the previous auarter. Total unit costs {labor and
nocnlabor costs combined) Increased at an annusl rate of 11.6 percent, compared with an
11.8 percent increase during the second gquarter.

Profits and Prices

Profits and prices ia the nonfinanclal corporate sector also inereased less ia the

third quarter than in the second.



Profits per unit of output inereased by 9.1 percent in the third guarter, after

[l

increasing 20.2 percent during the second guarter. As a result, unit profits stood

2.9 percent above third quarter of 1973 levels.

The implicit price deflator for the nonfinancial corporate sector, which reflects

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

annpal rate of 11.3 percent during the third gquarter, compared with a 12.6 percent

increase during the second gquarter.

The 0.1 percent increase in man-hours reflected a 0.2 percent increase in

EmpiuYMEnt and a 0.1 percent decline in average weekly hours.

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

This time

span Ineludes the economic slowdown of 1969-70 and the subssquent Tecovery.

Tabkle B. Indexes of Prices, Costs and Profits in the

Honfinancial Corporate Sector

{1967 = 100)
1973 1974
1969 1970 1971 | 1372 1973 11T IV I 11 111-
Implicit price
deflator......|105.3 | 110.9 | 113.9| 116.1 | 120.0 120.5 § 122.6 | 126.0 [129.8| 133.3
Tutﬁl unit .
COStevassssess| 108.5) 116.8 | 120.1 | 121.4 | 125.2 125.9 f 128.5 | 133,0(136.7| 140.5
Unit labor
COSE.wawanss| 1081 | 114.9 | 117.4 | 119.6 | 124.4 125.1 | 128,1 | 132.6}136.4 | 140.1
init non- .
labor cest 109.8 | 122.9 | 128.6 | 126.9 | 127.7 128.3 | 129.9 | 134.2137.9 | 142.0
Onit orofits...| 86.9 71.3 79.1 B6.7 50.8 90.2 89.7 BA.8} 90.9 9z.9
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TadLE 1. TOTAL PHIVATE CONOMY: OUTPUT PFR MAN=HOUR
HUUMLY COMPENSATIOM. UMIT CO5Ts AMD PHICESe SEASOMALLY ADJUSTED

HF AL
YE&H AND ouUTPUT PER NUTEUT MAN=HOUAS COMPENSA= COMPENSA- UNIT UNIT NON= IMPLICIT
QUARTFA HAH=-HOUR TION PER TION PEW LaROK LAROH PAY- PARICE
MAN=HOURT]) MAN=HOU= [ 2) cnsTs MFNTS(3) DEFLATOR (&)
e St = INDEAES 19672100
1973
T 117.0 1ékati 6.7 fat, 11,5 128,1 119.5 124.R
i1 116:6 129k jot.? Isdal 115.7 130,5 121«R 127a1
111 118.1 12641 1M A 154,¢ 114.7 137,48 125.0 1298
W 116.1 126«R 1N9,7 157.3 IR 135.5 12TsH 132.5
ANNLUAL 11a.5 1858 LA 15%3.5 115.3 131.8 123.5% 1286
1974
1 11a.0 I 28.p 109.10 LHU.H 113.0 140.2 130.9 1366
Il 1is.1 1230 108,13 165.4 113:5 léa.B 132.1 139.H
111 ?13.4* |22« A0 10A, 3K %9, 112.8 149,38 135. 7T 144, 0F
o PERCENT CHANGE OVEP PREVIOUS QUARTEH AT ANMUAL RATF(S5)
1973
I b5 Y] 3.3 13.1 b.9 Bl L Ga.0
g In =lat 2a) 3.8 5.9 -2.7 T« Tal Tab
111 et Loty k" | 5.4 =J.2 Tad 11«1 B.7
v =fal Z2s3 Lk Hyh =1:3 A.b 9.2 B.7
ANNDAL 2.9 LT 3.2 B.0 1.7 5.0 Tal ST
1974
b =Tal =Tah =JaT Bah =45 14,6 100 12.9
1! [ ) =2l =245 14,2 laf 13.6 3.7 Y9
I1t -2 H s N, 0H 10,3 =2 +5H 13,1R 1150 12.5R
- o PERCENT CHAMNGE OVWER CORRFSPONDING QUARTER OF PREVIOUS YEARIA)
19723
1 5.3 Hak 3.1 T+9 3.7 EY 5.5 3.6
it 1.5 sl 1.7 T.H P 4,2 LTT S.0
iIrl 2.2 Gk 1.3 H.0 1) 5.7 TeT L
v oM aoll 1.2 Aa s =M,2 Tab Ao TaT
ANNILIAL 2.9 Be 1.7 Hall 1.7 5.0 Tel beT
1974
1 . =l sk 29l ha.b =3.0 Gk i 9:5 Y5
1! -2.1 =lah e Ayt =1.9 1n,9 Ae5 10.0
111 = g AH el =0 o2t HeHR =1laTH 12.4H A, fR 11«01
SEE FONTNOTFS &1 END OF TARLE ke
WEREVISFL MOVEMHER 22+ 1974
FEPREL IMINARY SOURCE: BMUHEAU OF LaROR STATISTICS

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



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

TAHLE 7. PHRIVATE NONFARe ECONOMY: QUTPUT PFH MAN-HOUR
HOUSLY COMPENSATION: UNIT CNSTs AND PHICES. SEASONALLY ADJUSTED

REAL
YEAH AND OUTRUT FER OUTPLT MaM=HOLKS COMEPENS A= COMPENSA~ UmLT UNTT NON= IMPLICTT
GUARTER MAM=HOLIK TION PER TION PEH |, ABOE LABOR PAY= PRICE
MAM=rFOUR L) MAN=HOLR (&) COsTS MENTS (3] NEFLATOR (&)
— THNDEXES 19672100
VT3
I 115.7 1252 108.2 lsn 0 115.0 127.9 115.9 1723.4
11 115.1 12&.0 109.5 150.0 114.1 130,3 il6:% 125.0
111 115.1 126.R 110, 1M 1524 113.4% 132.% 11Tabh 1267
v 114.9 12T=1 110.7 15%:7 113.2 135,5 119:hH 129.5
ANMNUIAL i1s.2 12623 1095 151 .4 113.9 131.6 1173 126.2
1974
T 114,23 124 ¢ J 100 154.9 112.4 140.2 Le3.6 1313.9
i1 112,4 1237 1101 1A 111.9 145,00 128,23 138.7
111 11100 182K 11001 1H 7'M 111.3R 149 ,6R 132.1R J&Je0R
= = T RERCENT CHANGE UVER PREVIOUS QUAMTER AT ANNUAL RATF (5)
W73
I Hu2 LY L 117 545 b2 =09 e Y
11 ol T 4 2as5 &R Sk =352 78 i=T 54_’5
I‘I lhl-'! z-':l 3-5 6.6 =23 ﬁ-ﬁ 3.7 Safy
v =0, A ls] L.9 B.A =NaG 9.7 Tab 9.0
AMNMNLIAL Al bad kP Tl 1ot 5.0 2+5 byl
1974
I =47 =Tahy -2k Hot =-2.7 14,8 140 léei
11 "'3|3 "'aiq et .'Ilhf "1th I"--* 1&.3 1511
111 =2 s 2N =2 wbH =0« 3R 108K =2 0R 13,38 12«%H 1301
o PERCENT CHANGE OVER CORRESPONDING QUARTER OF PREVIOUS YEAR{®)
1973 -
T -1 | Ba«7 d.h Tab Y F Pah c2ak
11 3. L] e P T=T 2sl LS | 2:3 35
111 l«B Seh P TaT D.B 5,8 19 LY
™ 0.5 d.0 3.3 Asl =043 Tsl 3.0 5.9
AMMLIAL 2a7 Bap Y Toll 1a4 G0 2.5 Al
1974
| § =2:1 =} ei 1.7 Tad =-2«3 B.6 haT 8.5
11 =F . =lahR [, B.b =1.9 11.2 10.3 109
111 -F.0 =3, 0H =0, 1K 9, TH -1.8H 12.9R 1750 12«RR

SEE FODTHOTFS AT END OF
R=HEVISED :
P=PREL TMINARY

TAHMLE =,
NOVEMBER 22+ 1974

Federal Reserve Bank of St. Louis
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Table 3. Manufacturing Sector; Output per Man~hour, Hourly
Compansation, Unit Labor Costs, Seasonally Adjusted

Year and Qutput per Output (7) Man-hours Compensation per Real Compensation Unit Labor
Quarter man=hour man-hour (1) per man-heur (2) Cost
Indexes 1967 = 100

1973
I 128.3 129.9 101.2 144.7 112.5 112.8
It 129.5 132.3 102.2 147.4 112.1 113.8
I1i1 131.1 133.9 102,2 150.3 111.8 LL4.7
w 1259.9 134.3 © o 103.4 153.2 111.4 117.9
Annual 129.8 132.6 102.2 148.9 ) 111.9 114,86
1974
1 129.7 132.3 © 102.0 155.8 110,12 120.1
It 131.1 132.9 101.3 161.1 110.6 122.8
LII 131.1 132,8x 101.3r 165. 5t 110,2x¢ 126,21
Percent Change from Previous Quarter at Anpual Bate (5)
1973
L 9.0 15.9 6.3 8.9 2.9 -0.1
1 3.7 7.6 3.8 7.5 “1.4 3.7
EE 4.9 4.9 0.0 8.1 -0.9 3.0
v ~3.4 1.2 4.8 8.0 1 11.9
Annual B. i - 7 2 J
1674 9 11.0 4,8 7.4 $#1.1 1.4
I =0.7 ~5.8 -5.1 7.0 -4.1 7.7
11 4.5 1.8 -2.6 14.1 . L.5 9.1
II1 -0, 31 -} 1r 0 O 11, 4r =1 &t 11.7r
5545 Percent Change from Prw.iuua Year (5)
I 7.7 14.2 6.1 6.4 2.3 -1.2
Ir 6.7 12,2 5.2 7.2 1.6 0.5
ITI . 10.5 4.5 7.9 1.0 2.1
v 3.4 7:3 3.7 8.1 =03 4.5
Annual 5.9 11.0 4.8 T 1.1 1.4
1974 .
I 1.1 1.8 0.8 7.7 =2.0 6.5
II 1.3 0.5 -0.8 9.3 =1.3 7.9
111 0.0 -0, 8r -0.8Br 10.1r =1.4r 10.1¢
See footnotes following table &, SOURCE: Bureau of Labor Statistics
r = revised November 22, 1974
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Table &. HNHonfinanclial Corporations: Output per Man-hour, Hourly Compensation
Unit Labor Costs, Unit Profits and Prices, Seasonally Adjusted

Digitized for FRASER

Compensa— Real Unic Unit Total Implicit
Year and Output per Output Man-hours tion per Compansa- Labor WNonlabor Unit Unit Price
Quarter man~hour man-hour tion per Costs Costs Costs Profits Deflator
{1) man-hour (2) (8) (%) {10)
Indexes 1967 = 100
1973 i
I 123.1 130.7 106.2 145.4 116.1 121.4 125.7 122.5 91.9 117.8
11 123.3 132.3 107.3 151.8 115.4 123,1  127.1 124.1 91.3 119.1
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 123.1 132.3 107.5 153.1 115.0- 126.4  127.7 125.2 90.4 120.0
1974
I 121.0 130.6 107.9 160.4 113.5 132.6 134.2 133.0 86.8 126.0
11 120.9 130.2 107.7 164.9 113.2 136.4 137.9 136.7 90.9 129.8
111 120.6 129.8 107.7 168.8 112.5 140.1p 142.0 140,5 92.9 133.3
Percent Change from Previous Quarter at Annual Rate (5)
1973
[ 8.2 12.5 4.0 13.4 7.2 4.8 -3,2 2.7 3.4 2.8
1I D.? Il.ﬂ 4+ﬂ &-5 -202 5’1? #-3 5-..1 "2.[3‘ ﬁ.-ﬁ
I111 0.6 2.0 1.5 7.2 -1,9 6.6 3.8 5.9 =4.5 h.b
v -2.3 1.5 3.9 13 -2,2 8.9 5.2 8.7 =2.5 7.4
Annual 3,7 7.8 4.0 7.9 1.5 &§:1 0.7 3,2 4,7 3.4
1974
1 =-5.5 -8.1 -2.8 8.5 =2,6 14.9 13.9 14.6 =12.3 11.4
1T =0.4 -1.4 -1.0 11.5 0.9 11.9 11.4 11.8 20.2 12.6
II1 -1.1p -1.0p 0.1p ___10.0p -2.7p 11.3p 12.5p 11.6p 9.1p 11.3p
1973 Percent Change from Previous Year
I 5.3 10.0 4.5 7.2 3.0 1.8 =1.2 1.0 9.3 2.0
II bk 8.7 4.0 7.7 2.2 1.2 =0.5 2.2 7.5 2.8
111 3.4 7.6 4.0 8.0 1.1 4.5 0.7 3.5 4.3 1.6
v 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 4.1 0.7 3.2 4,7 3.4
1974
1 -1.7 -0.1 1.6 7.4 -2.2 9,2 6.8 B.6 =5.6 6.9
1I _1-9 -ltﬁ ﬂ.i B.6 -1.9 m.ﬂ ﬂ+5 10.2 '045 9.0
111 -2.4p -2.3p 0.0p 9.4p -2.1p 12.0p  10.7p 11.7p 2.9 10.7p
See footnotes following table &, SOURCE: Bureau of Labor Statistics
p = preliminary Movember 22, 1974
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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 Doard. Compensation
and Man-hours dzta from the Bureau of Labor Statistics, U.S5. Department

of Labor and the Buresu of Economic Analysis. !

(1) Wages and salaries of cmployees plus employers' contributions for
social. insurance and private benefit plans. Except for nonfinancial
corporaticns, where therec are no self-employed, data also includes an
estimate of wages, malaries and supplemental payments for the self-emploved.

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

(3) Nonlabor payments include profits, depreciatien, 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 fo annual estimates of output (gross
product originating) from the Bureau of Econompic Analysis, U.S. Department

of Commerce.

(8) Unit nonlabor coste 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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AND PRICES

NONFINANCIRL CORPORATIONS

(PERCENT CHANGE FROM SAME
AGO)

R

CHRRT 4.
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