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PRODUCTIVITY AND COSTS

Wonfinancial Corporate Sector
Third Cuarter 1976

Productivity in nonfimancial corporations increased at a seasonally adjusted
anmuial rate of 2.5 percent in the third gquarter of 1976, the Bureau of Labor
Statistics of the U.S5. Department of Labor reported today. The incresase in pro-
ductivity reflected a 3.6 percent increase in output and a 1.0 percent increase
in all-emplovee hours. In the second quarter, productivity had risen more than
twice as much—up 5.1 percent-—as ocutput Increased 6.2 percent and hours Tose
1.6 percent (at annual rates). Compared with the third quarter of 1975, pro-
ductivity is up 2.7 percent, ocutput is 6.3 percent higher, and hours are up 3.5
percent.

Revised figures, released today for the private business, nonfarm business,
and manufacturing sectors, showed a slower rate of productivity increases as
compared with the preliminary data released October 27, due to dewnward revisions
in the output figures. TIn the private business sector, the revised increase was
3.1 percent; in the nonfarm business secter, 2.9 percent; and, in manufacturing,
4.6 percent; preliminary estimated increases were 3.8 percent, 3.6 percent, and
3.7 percent, respectivelv. Third guarter measures are summarized in table Aj;

details are given in tables 1-6.

Nonfinancial Corporate Sector

The nonfinancial corporate sector includes all corporations doing husiness

in the United States with the exception of banks, stock and commodity brokers,

finance and insurance companies, and credit agencies, The 2.5 percent increase
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Tahle A. Productivity dand Costs: Percent Changes at Annual Rate

(Seasonally Adjusted?

Hourly Unit Real

- Producti- Hourl
) Com= Labor : Output Hours
Sector wity asnestion Coat Cor— Lis
) pensation
Second Cuarter 1976 to Third Ouarter 1976
PRELIMIHARY
Hont saancial
Corporations 2.5 6.3 3.7 0.2 3.0 1.0
REVISIED
Private Business 4 9 s 4.1 1.1 3.4 0.2
Nonfarm Rusiness 2.9 6.9 1.9 8.7 3.4 0.5
Yanufacturing 4.6 L6 0.0 -1.5 5.7 1.0
NDurable 6.2 3.1 =2.9 -2.8 9.9 3.5
Nondurable 1.2 6.4 2.5 2.3 1.2 =2.4
Third Cuarter 1975 to Third Muarter 1976
PRELTMIMNARY
fenfinancial
Corporations 2.7 Tad 4,9 2.1 6.3 3.5
REVISED
Private Business 3.2 8.5 52 2.9 5.6 2.4
tonfarm Business 2.9 8.0 4.9 2.5 5.9 2.9
Manufoacturing 5.3 7.8 23 2.1 10.2 4.7
Dorahle 5.4 Tad 1.7 1.6 11.3 6.1
Yapduyrakle 5.4 2.1 2.5 2.3 f.2 2.7
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in output per all-employee hour in the third quarter was the smallest rise since
the fourth quarter of 1975. The increase in output—3.6 percent—was the smallest
gince the first quarter-of 1975, and the increase in all-employee hours was the
smallest since the agcund.quarter of last year. The rise in hours--despite a
shorter workweek=-reflects an increase inm emplowment--up 1.9 percent. The third
gquarter fncrease in employment, however, was the smallest since emplovment began
to expand in the third gquarter of last year.

Hourly compensation increased 6.3 percent in the thrid guarter in nonfinancial
corporations, This rise was the smallest since the third guarter of 1975; com—
pensation includes wages and salaries, fringe benefirs, and employer contriburions
to employvee benefit plans. TUnit labor cost, which is affected by changes in
hourly compensation and productivity, inereased 3.7 percent in the third quarter.
In 1975, unit labor cost went up 7.4 percent on the average. Real hourly com—
pensation--hourly compensation adjusted for changes in the Consumer Frice Index=--
rose 0.2 percent, the smallest increase since the third guarter of 1975. One
quarter earlier, hourly compensation rose 8.4 percent, unit labor cost rose 3.1
percent, and real hourly compensation rose 3.6 percent.

Unit nonlabor payments—-which include depreciation, indirect business taxes,
and profits—increased 2.9 percent, the largest such rise since the third gquarter
of 1975. The implicit price deflator, which shows the effects of changes in

unic labor cost and unit nonlabor payments, increased at its fastest rate this

. year—up 5.5 percent. The performance of the implicit price deflator--and its

component measures——is fllustrated in table 5. Tn the third auarcer of 1976,
the deflator was 63.7 percent above the 1967 level; total unit cost increased 72.7
percent; and unit profit rose 12.1 percent. Unit profits fell substanrlally after

1967, bur largely recovered in 1975 and contioued te rrov during 1976,
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Table 0. Indexes of Prices, Costs, and Prof’ts
ponfinancial Corporations
(1967 1c0)
1975 1976
Heasure 1971 1972 1973 1974
| 11 I11 v 1 11 IIT
Implicic price
def lator 117.2 120.5 125.8 139.7 151.7 153.5 156.0 158.6 160, 2 161.5 163.7
Total unit .
coat 124.3 126.3 132.0 152.0 167.4 165.9 165.4 16B.7 169.6 171.0 172.7
Unit labor
anst 120.6 123.7 1310.7 148.4 161.3 158.5 157.5 160.8 162.5 163.7 165.2
Unit nonlabor
cost 135.6 134.6 139.2 163.1 186.5 189.2 190.2 193.4 191.9 193.8 1896.1
Unke profit 76.9 a7.1 A5.6 69.2 6l.6 82.4 102.0 100.5 106.0 107.1 112.1
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Revised Measures for Private Business, Nonfarm Business, and Manufacturing Sectors,

Third Quarter 1976

fevised measures were alsc released today for the private business, nonfarm
business, and manufacturing sectors. The new measures, which include revisions
to both the output and lebor input measures, show that productivity in these
gectors was lower in the third gquarter than had been reported earlier, based on
preliminary measures. The downward revisions mainly reflect revisions in the
output measures. Table C contains a comparision of the third quarter measures

based on the preliminarvy and revised dsta.



Table C., Preliminary and Revised Measures, Third Quarter 1976

Percent Change from Previous Quarter at Annual Rate

{Seasonally Adjusted)

Private Business Sector

Mutput per hour of all persons
Compensation per hour

Unit labkor costs

Beal compensatiom per hour
Output

Aggregate hours

Nonfarm Business Sector

Qutput per hour of all persons
Compe.sation per hour

Unit labeor costs

Real compensation per hour
Cutput

Aggregate hours

Manufacturing

Cutput per hour of all persona
Compensation per hour

Unit labkor costs

Real compensation per hour
Cutput

Aggrezate hours

Durable

Output per hour of all persons
Compensation per hour

Unit labor coste

Real Compensation per hour
Cucput

Ageresste hours

Hondurable

Output per hour of all persons
Compensation per hour

Unit labor costs

Real compensation per hour
futnut

Asrrecate hours

Pieliminary
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FADTNOTES, TARLFS 1 T0 6

SOUTCN: Cuatput dataz fron the Pureaw of Freonomic Analvsis, UJS. Department
nf Cormerce aml tlie Tederal Reserve Doard. Comennsstion and hours data from the
Mirenut of [ahor Statfstics, V.5. Department of Labor and rhe Buoreau of Feonomic
tatvels.

{11 vares and salarvies of amnlayees plus employers' contributions for social
insurance and private lenmefit plans. Except for nonfinancial corpotations,
vihere chore are no self-employed, data alse includes an estimate of wages,
galaries, and supplepental payments for the self-emploved.

(1} Compenzation ner hour adiusted for chanpes In the Consumer Price Index.

(7Y tonlabor payments include profits, depreciation, interest, rental “mione
and indirect taxes.

(4) Curresc dellar gross oreduct divided by constant dollar gross prodoct.

(5) Parcent chanye rampounded at annual rate from original data rather tha
index numbers.

(£) Current guarter divided by comparable quarter a vear ago.

{7V fmarterly measures adjusted to annual estimates of output (zross product
aripinating} [rom the Fureau of Economic Analyveis, U.5. Department of
Commerce.

{5) Unit ponlabor eosts Inclode depreciation, interest, amd indirect taxes.

{9) Tnetnl unit ceste 18 the sum of labor and non-labor costs.

Unit profits include corporate profits dand inventory valuation adjustment.

{11} The duratle sector includes the follewing 2-digit SIC industrics: primary

metal; Eabricated metal products; nonelectrical machinery: electrical
machinery; transportation equipment: Iinstruments: lumber and lumber preducts

elay, class, and stone products; furniture and Fixtures; and miscellaneous
manufactures.

il

{12) The nondurable sector ineludes the Following 2=dipit SIC indusrries:
textile mill products; apparel products; leather and leather products:
parer and paper products; printing and publishing; chemicals and chemical
products; petrolsum products; rubber and plastic products; foods: and
tohacco products.
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