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PRODUCTIVITY AND COSTS

Private Business, Nonfarm Business, and Manufacturing Sectors
Third Quarter 1976

SUMMARY

Productivity in the private business sector in the third quarter of 1978

advanced 3.5 percent (seasonallvy adjusted annual rate), according to preliminary
measures released today by the Bureau of Labor Statisties of the U.5. Department
of Labor. In the nonfarm business sector, output per hour of all persons--labor
productivity--increased 3.6 percent; while im manufacturing the increase was 5.7

percent.

Unit labor cost—which reflects changes in hourly cutput and hourly com-—

pensation-—increased 3,4 percent in the private business sector and 3.2 percent

in the nonfarm business sector and declined 1.0 percent in the manufacturing

sector.
A summary of third quarter measures appears in table A; details are given

in tables l-6.

Beginning with this press release, the BLS begins publication of productivity
and cost measures for the durable and nondurable manufacturing sectors as well as
the previously published series for the entire sector. All three eeries are based
on the respective components of the index of industrial production published
monthly by the Board of Governors of the Federal Reserve Bank, adiusted to annual
cutput levels published by the Bureau of Economic Analvsis of the U.5. Depart-
ment of Commerce. The BLS collects information on emplovment and averape weskly
hours of emplovees in these industries as part of the regular monthly Survev of
Establistments. Historical data--extending back to 1947——are available on request
from the Office of Productivity and Technology, BLS, Washingtom, D.C, 20212, ]
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Table A. Percent Change at Annual Rates in Productivity and Costs
(Seasonally Adjusted)

PRELIMINARY
Real
Labor Hourly Unit Hourly
Sector Producti- | Com~- Labor | - m_ Output | Hours
vity pensation | Cost pensation

Second Cuarter 1976 to Third Quarter 1976

Private Business 3.8 7.4 3.4 1.2 4.0 0.2
Honfarm Business 3.6 7.0 3.2 0.8 4.1 0.5
Manufacturing 5.7 4.7 -1.0 -1.3 6.5 0.8
Durable Manufacturing 6.6 3.2 -1.1 =27 1¢.1 3.3
Nondurable Manufacturing 5.4 6.5 1.0 0.3 2.5 =-2.8

Third Quarter 1975 te Third CQuarter 1976

Private Business 3.3 8.5 5.0 2.9 3.8 2.4
Nonfarm Business 3.1 B.D 5.7 2.4 6.1 z.9
Manufacturing 5.5 7.7 2.0 2.1 10.4 4.6
Durable Hannfact.u:;ing 5.5 Ti2 1.6 1.6 11.9 6.1
Nondurable Manufacturing 5.8 8.1 2.2 2.5 8.6 2.6

Source: Bureau of Labor Statistics
Qctober 27, 1976
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Private Business Seactor

Productivity increased 3.8 percent im the private business sector in the third
guarter of 1976, as output increased 4.0 percent and hours of all persens edged up
0.2 percent. In the second quarter, these increases were 3.8 percemt, 5.5 percent,
and 1.6 percent., respectively. The third guarter increase was the smallest guarterly
gain in output and hours this vear. Emplovment was up 1.6 pereent in the sector,
but average weekly hours declined 1.4 percent, the second ccnsecutive quarterly
decline.

Hourly compensetien-—-which includes weges and =zalaries, fringe -beneiits,
emplover Social Security contributions, z2od taxes—increased 7.4 percent (the small-
#5350 gquarterly risz in a year) and unit labor cos:t (reflecting chamges in both hourly
compensstion and ocutput per hour) roge 3.4 percent. One guarter esrlier, hourly
compensation rose 7.5 percent, and unit labor cost increased 3.6 perceat. Ia 1976,
the gquarterly increases in these costs have averaged 3.4 percent. This compares
with average annual rates of growth of 7.5 percent and 13.2 percent in all of 1975
and 1974, respectively.

Rezal hourly compensation (hourly compensation adjusted for changes in the
Consumer Price Index) increased 1.2 percent in the rhird gquarter, the smallest
increase in a vear. In the second guartsr, resl compensation increased 2.8 percent.
Unit penlabor payments—which include depreciatiom, net interest, profits, and
indirect business taxes——increased 5.1 percent. The implicit price deflator--
which reflects -hanges in unit labor cost and unit nonlabor payments--increased
4.0 percent, tcmpared with a 5.2 percent increase in the second quarter.

Since the third gquarter of 1975, productivity was up 3.3 percemt &s hours
increased 2.4 percent and output grew 5.8 percent. Hourly compensation was up
8.5 percent, unit labor cost up 5.0 perceat, and real hourly compensationm up 2.9

percent. Unit nonlaber payments increased 3.3 percent. The implicit price
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deflator was 4.4 percent above its year-earlier level.

Nonfarm Business Sector

Froductivity in the nonfarm business sector advanced 3.6 percent in the third
quarter, the smsllest increase so far this vesr. Output was up 4.1 percent—the
smallest guarterly gain since the first quarter of 1975-—and hours of all persons
increased 0.5 percent. In the second quarter, productivity increased 5.4 percent,
cutput was up 6.6 percent, #nd hours were up 0.1 perr-ot, Employment continued
to grow in the third guarter (up 1.6 percant), but average weekly hours declined
1.0 percent. WHourly compensatlon increased 7.0 percent, and unit labor cost rose
3.2 percent-—the smallestc rise since the third quarter of 1975. Second quarter
increases were B.9 percent and 3.3 percent, respectively, Real hourly compensation
increased 0.8 percent (its smallest gain all wvear). Unit nonlabor payments in-
creased 11.7 percent, the largest increass since the third guarter of 1%73. The
implicit price deflater rose 5.9 parcent.

Since the third quarter of 1975, productivity has incressed 3.1 percent as
output grew 6.1 percent and hours of all persons were up 2.9 percent. Employment
was up 2.8 percent and average weekly hours up 0.1 percent. Hourly cempensaticn
was 8.0 percent hiéh&r than vesr-earlier levels, and unit labor cost was up 4.7
percent. Real hourly compansaticn rose 1.4 percent, while unit nonlabor payments
were 5.5 percenr higher. The implicit price deflator was 5.0 percent higher than

in the same gquarter of 1%75.

The Manufacruring Sector

Productivity advanced 5.7 percent in the total manufacturing sector, compared
with an 8.7 percent rise in the previous gquarter. Output rose 6.5 percent (the
smallest gquarterly increase since the opening quarter of 19753}, and hours of all
persons increased 0.8 percent. TFmployment and average weekly hours were both

somewhat higher inc the thiré guarter than in the second (up 0.3 percent and 0.3
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percent, respectively, at annual rates). Although the second guarier increase in
hours of all persons was 2lso small (0.2 percent), it reflected a larger increase
in employment (3.2 percent) coupled with a decline in average weekly hours (2.9
percent).

Hourly compensation increased 4.7 percent (the smallest such rise =ince the
third quarter of 1375), and unit labor cost decreased 1.0 percent as the increase
in productivity more than offset the increase in hourly compensation. This was
the first decline in labor cost since the third guarter of 1975. Real hourly
compensation declined 1.3 percent, the first decrease this vear. The second
quarter increase was 5.1 percent.

Compared with the third quarter of 1975, productivicty was 5.5 percent higher,
output 10.4 percent higher, and hours of all persons up 4.6 percent. Employment
and average weekly hours were up 4.1 percent and 0.5 percent, respectively.
Hourly compensation was 7.7 percent higher, and real hourly compensation rose
2.1 percent.

Among the durable manufacturing industries, productivity increased 6.6 per-

cent in the third quarter, compared with a 10.5 percent increase one guarter
earlier. Productivity movements in the durable manufacturing sector tend to be
wider than those in the nondurable sector. See tables 4-6. Output in durable
manufacturing was up 10.1 percent in the third gquarter, and hours of all persons
were up 3.3 percent. Second guarter increases were 13.6 percent and 2.5 percent,
respectively. Employment was up 2.1 percent in the sector, and average weekly
hours were up 1.2 percent (2t annual rates). Unit labor cost declined 3.1 percent
(the second consecutive guarterly decline) as the increase in productivity more
than offgset the 3.7 percent rise in hourly compensation. In the second guarter,

hourly compansation increased 10.3 percent.
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In the nondurable manufacturing sector, productivity increased 5.4 percent

(compared with a 6.7 perceat second quarter increase) as output grew 2.5 percent
and hours declined 2.8 percent. In the second guarter, hours declined 3.0 percent.
Employment was off 1.7 percent, and average weekly hours were off 1.1 percent. In
the second quarter, employment was up 1.2 percent while average weekly hours
declined 4.2 percent. Unit labor cost increased 1.0 percent and hourly compensation
increased 6.5 percent, both increases the smallest since the third gquarter of 1975.
Output measures for both the durable and nondurable manufacturing sectors are
based on the monthly Federal Reserve Board indexes of industrial production for

the sector, adjusted te annual levels of gross product originacing in sach sector

reported by the Bureau of Economic Analvsis.

Revised Measures for Nonfinancial Corporate Sector, Second Quarter 1976

Revised measures for the nonfinancial corporate sector were alsec released
today. In this sector, which includes all corporations doing business in the
U.5. with the exception of banks, insurance companies, stock and commodity brokers,
and finance and credit agencies, productivity rose 5.1 percent, rather than the
5.2 percent reported earlier, based on preliminary data. See table B for details.
Table B. Preliminary and Revised Measures, Second Quarter 1976

Percent Change From Frevious Quarter at Annual Rate
(Seasonally Adjusted)

Nonfinancial Corporations Preliminary Revised
Cutput per all-emplovee hour 5.2 5.1
Compensation per hour 8.6 B.&
Unit labor cost 3.2 3.1
Real compensation per hour 3.8 3.6
Cutput 6.7 6.8
Hours 1.4 1.6
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FOOTNOTES, TABLES 1 TQ 6

SOURCE: Output data from the Bureau of Economic Analysis, U.S.
Department of Commerce and the Federal Reserve Board. Compensation
and hours data from the Bureau of Lakor Sratisties, U.5. Department
of Labor and the Buresu of Economic Analvsis.

{1} Wames and salaries of emplovees 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 supple-
mental payments for the self-emploved.

{2) Compensation per hour adjusted for changes in the Consumar Price
Iindex.

{3) HNonlabor payments include profits, depreciarion, interest, rental
income snd indirect taxes.

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

(5) Percent change compounded at amnusl rate from original data
rether than index numbers.

(6} Current guarter divided by comparable quarter a Year ago.

(7} Quarterly measures adjusted to annual estimates of output (gross
product originating) from the Bureau of Economic Analvsis, U.5.
Department of Commerce.

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

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

{10) Unit profits include corporate profits and inventery valuation
adjusrment.

{11) The durable sector includes the following 2-digit SIC industries:
primary metal; fabricated metal products; nonelectrical machinery:
electrical machinery; transportarion equipment: instruments; lumber
and lymber products; clay, glass, and stone products: furniture and
fixtures; and miscellansous manufactures.

(12) The nondurable sector includes the following 2-digit SIC industries:
textile mill products; apparel products; leather and leather products:
paper and paper products; printing and publishing; ehemicals and
chemical products; petroleum products; rubber and plastic products;
foods; and tobacco products.
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CHART 1. PRODUCTIVITY, HOURLY
COMPENSATION., UNIT COSTS AND PRICES
PRIVATE BUSINESS SECTOR
(PERCENT CHANGE FROM PRECEDING
QUARTER AT ANNUAL RATE)

¥ 1 ] ¥ 1
L] L] L] i

ODUTPUT PER HOUR OF ALL PERGSONS

Ly R S R ST

COMPENSATION PER HOUR OF ALL PERSONS E

'
i
i
i
i

4

UNIT LAEBOR COST

e

[
|
¥
i
i

............. A b --—
W |

- -

T L LT Y T
!

INFLICIT PRICE DEFLATOR

Ll

csdecsssncsbhacssnsangasan

—————————————————————————————————————————— - o

i
i
i
i
"
i
Ll
[

1970

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

1971 1972 1973 1974 1975

ocT Z27.

1976

1976




CHRART 2. PRODUCTIVITY., HOURLY
COMPENSATION, UNIT COSTS AND PRICES
NONFARM BUSINESS SECTOR
(PERCENT CHANGE FROM PRECEDING
GUARTER AT ANNUAL RATE]
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CHART 3. PROODUCTIVITY. HOURLY
COMPENSATION, UNIT COSTS RAND PRICES

NONF INANCIAL CORPORATIONS
(PERCENT CHANGE FROM SAME
GUARTER A YEAR AGO)
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