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PRODUCTIVITY AXD COSTS

Frivate Business, Nonfarm Business, and Manufacturing Sectors
Fourth Nuarter 1976
{and annual averages for 1978)

Productivity in the private business sector in the fourth guarter of 1976

increasged 1.5 percent (a2t an annual rate), according to preliminary measures
released today by the Bureau of Labor Statistics of the U.S. Department of Laber.
This quarterly rise, the smallest in a vear, reflected increases in output and
hours of all persons of 3.2 percent and 1.7 percent, respectively. In the third
quarter, productivity increased 2.9 parcent,

In the nonfarm business sector, preoductivity declined 0.1 percent in the

fourch guarter, the first suarterly decline in a yvear. In the third guarter,
productivity increased 2.7 percent.

In manufacturing, produccivicy declined 0.5 percent in the fourth gquarter,
compared with & 5.7 percent increase in the third quarter. This was the first

time productivity In manufacturing declined since the first guarter of 1975.

The statistical series included in this press release reflect the use of

new seasonal factors in BLS estimates of employment and average weekly hours.
These revisions apply mainly to data for the last 5 years, except for mapu-
facturing where the revisions extend back to 1947, Thus the guarterly
measures for the private business sector and the nonfarm business sector
{which include manufacturing) contain new guarterly data back to 1947. The
effect of the new data is most apparent in the measures of gquarterly change
at compound gnnual rates; other wise the effect of the new seasonal factors,
and ether minor improvements in existing series, ig miaimal.




Table A.

Percent Change at Annual Rates in Productivity and Costs
(Seasonally Adjusted)

Real
Sector Hourly Unmit Hourly furput Tours
Producti- | Com- Labor | Compen-
vity pensation | Cost gation
Third Cuarter 1976 to Fourth Ouarter 1976
FRELIMINARY
Private Business 1.5 5.9 7-3 4.1 3.2 1.7
Nonfarm Business -0.1 7.6 f N3 2,9 2.7 2.8
Manufacturing -0.35 T 8.3 3.0 i 1.6
Durable Manufacturing =33 6.1 9.7 1.4 =1.9 1.5
fiondurable Manufacturing 3.2 10.7 7.2 5.3 5 1.8
Second Quarter 1976 to Third Quarter 1976
REVISED
fonfinancial Corporations 2.6 6.7 4,0 0.6 e 0.7
Fourth (Quarter 1975 to Tourth Nuarter 1976
PRELIMINARY
Private Business 3.7 8.5 4.6 3.4 5.4 1.6
Honfarm Business 3.3 8.1 4.7 3.0 5.4 2.0
Manufacturing 4.3 7.9 3.5 2.8 7.3 Z.9
Durable Manufacturing 4.0 7.1 3.0 2.0 B.& .5
Nondurable Manufacturing 5.0 8.9 3.7 3.8 3.7 0.7
Third Ouarter 1975 to Third Quarter 1976
REVISED
Wonfinaneial Cerpeorations 2:5 7.6 5D w L B2 3.6
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Revised third guarter measures for the nonfinancial corporate sector were
: ) also released today (table 3). Fourth guarter measures are summarized in table

&; details are given in tables 1-6.

Frivate Business Sector

Productivity increased 1.5 percent in the private business sector in the
fourth quarter of 1976, as output increased 3.2 percent and hours of all persoms
increased 1.7 percent. In the third quarter, there had been no increase in hours,
but output--and thus productivity——increased 2.9 percent. The fourth guarter
increace in hours reflected primarily a gain in average weekly hours (up 0.9 psr-
cent) with some sloving of employment growth, which increased 0.7 percent, compared
uiLh.a 1.1 percent rise during the third guarter.

Hourly compensation=--which includes the hourly cost of wages and saelaries,
supplements, and emplever contributions to Socisl Security and other employee
benefit plans—-increased 5.9 percent in the fourth quarter of 1976, the fastest
rate of increase since the first guarter of the year. Real hourly compensation—
hourly compensation adjusted for changes in the Consumer Price Index (CPI)--
increased ﬁ.l.per:ent in the fourth guarter, compared with a 1.4 percent increase
during the third guarter.

Unit labor cost, which reflects the interaction of productivity and hourly
compensation movements, increased 7.3 percent in the fourth quarter, the highest
rate of increase all vear. Unit nonlabor pavments which include indirect business
taxes, depreciation allowances and profits, increased 2.1 percent, compared with
& 2.8 percent increase in the third quarter.

The implicit price deflator, which shows the combined effect of changes in
unit labor cost and nonlabor payments, increased 5.5 perc;nt in the fourth quarter,

compared with 3 3.9 percent increase in the third quarter.
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Compared with the fourth quarter of 1975, productivity was up 3.7 percent,
output was 5.4 percent higher and hours increased 1.6 percent. Hourly compensation

rose 8.5 percent, and resl hourly compensation increased 3.4 percent. Unit labor

cost increased 4.6 percent, and the implicit price deflator was 4.2 percent higher.

The Nonfarm Business Sector

Cutput per hour of all persons engaged in the nonfarm business secter de-
clined slightly=--down 0.1 percent, at an &nnual rate--in the fourth guarter, as
output increased 2.7 percent and hours rose 2.5 percent. A small productivity
decline of this nature is not uncommon after a pericd of faster-trend-growth—

a similar decline occurred in the fourth quarter of 1975. This was the smallest
guarterly increase in output since the first quarter of 1975, and the largest
increase in hours since the first gquarter of 1976. Output has grown for the past
7 fquarters, and hours have grown for the past 6. However, the increases in hours
during the second and third guarters--0.5 percent and 0.3 percent--were small
relative to the growth in output,

Productivity movements in the nonfarm business sector differ from the move-
ments in the entire private business sector because of the omission of the farm
sector, where quarterly changes in productivity and costs tend to be larger than
in the nonfarm sector.

Hourly compensation increased 7.6 percent in the fourth quarter, compared

with a 7.2 percent increase in the third quarter. Unit labor cost increased 7.7

percent (its fastest risze all year), and the implicit price deflator rose 6.6 per-
cent (its fastest rise since the first quarter of 1975), Real hourly compensation

increased 2,9 percent, compared with a 1.0 percent rise in the third gquarter.

The Manufacturing Sectors .

Productivity declined 0.5 percent in the manufacturing sector in the fourth

quarter, reflecting a 3.3 percent decline in the durable goods producting fndustries

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



Y43 IJuls IFIHiv] 2Y3 ST ISEIIDUT =2yl *ISED YIE3 uf) juadiad g+'c sso0x norlesusdmon
ATanoy Teea ‘jussaad 7+/ @S01 IS0 Joge] ITUn pue ‘juasiad ;-p1 Is01 uorlesuad
-3 "ATINGY *3uadlad 4 PIULTISp Sinoy BaTIys *Iussaad g°7 pasealdur ATuo pey
andino ‘1s3ienb paryl ay3 Buging -3jusdaasd g1 pISERIDUT SInoYy pue juasiad T4

as0l1 jndino s8¢ ‘Juadied F°f A21d AlTAarlonpoid *ilojosas a[qEInpuod aul ul
*IalTaEa
Zajienb suo 2up(Iap Jusdasd ;T P YITA pereducd ‘juasiad o+T 3sol uorlesusd
-wod ATI0NOY TE3Y “JUalisd [*g pasealdur uworlesuadmes ATanoy se (S7aT Io Iazaenb
IS1T3 8yl adUls asealdUT IsaHae] s53T) Juaazad L*f @501 3502 J04BT ITU]
*I@jaend paITyl 2yl wolj padueydun aias sinoy ATyeas adelaae
pus--ole 1eail 2 uedaq paseailUT adUly IJPI ISSMOTS Iyl IE IFIg[E-—Iaiaenb
ylanoJ 343 UF #9033 03 panupiuoc? juswlfoTdug rsanoy ul adueyd alminSuammODd B INO
=43t P213n300 ialienb yidnogy a8yl jo sujldap 1dnigqe ayi pue *(elPa TENUUE UR I¥
fa@laend yoea luasiad ¢ usyl =00 Sujdersar) Saejaend g syl Furpedexd 103 duoals
ugay pey yimoad anding +3juaszad ¢+ pasealdul Sinoy Ing Juadzed g1 TTe7 Fnding
Sp “Juadied {-f pauUITIeP L3ITATIONpoad ‘103088 HWUTINJIBINUSE ITQRIND Yl U]
*juadiad (*f PaRSE2IDUT anoy Iad uoplmsuadwod
TEay 66T 30 1s3jlenb 351%3 SYl 83ujs 3§00 I0GQET IFUR U} ISERIJUT ISaBaET Y3 SEA
STi[L *paulldap £3Tarionpold =ours 3502 Aoqe] ITUn U asEaidul Jusdiad ¢eg ue ur
PRITNS2I YITUA JUTINIIEJNUEW Ul Juadiad y-y paseaIdul uoriesuadwod L1anoy
*3uanzad g+ 8so1 sinoy A7yeem IFelsar pue *juadiad g7 dn sBEsM
JjusufoTdury “UOTIIEIIVOT g 5T I23aEnb papyl syl Aq 183 IE9A ¥ PajANIIaIUT SEA
PuE C/fT JO J@izenbk papyl 2yl ur uedsg gojys pusildn we Hujunsez *(asiaenb paryl
Byl uj SUFTINP Iueraiad ¢-p Iyl 03 ISEIJUe uj) aalaenb yiinoy Ayl ul maid suosizad
TTE JO same)] -3ua2aad §-¢ Ju 25E8i1duf Indinge 1ajzendb papyl syl 4q paispusdus sanoy
;: juswysnlpe padder e 31037721 Lo Sinoy UT S5E31JUT 3] "SANOY UT ISEIIIUT
juadzad g*T ® puP Indino Ul 3SE2IJUT JuIad [°T B PII0ETJRI ITOUM ¥ SB I10]33s

3yl J03 AurlIap AIfArionpoad [leuas Iyl CSI[qEINPpUON U ISESIOUT Jusdzad zr'f pus

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



first gquarter of 1975). TImployment was somewhat larger—-up 0.3 percent from the
previous guarter-—and average weekly hours increased 1.5 percent. BRoth measures

declined during the third quarter.

Annoal Review of Productivity and Costs: 1976

Productivity grew faster in 1976 than in any year since 1962, 1In the private
business sector, output per hour of all persons grew 4.5 percent, better than
double the rate of increase of the preceding year. Output and hours of all persons
glso prew sisnificantly during the year. The rise in ocutput--F.8 percent for the
ye2ar as @ whole--is the largest increase since 1965, and the 2.1 percent increase
in hours paid for was the biprest increase since 1973,

The recovery from the low recession levels of productivity growth of the
last 3 years-—productivity actually declined in 1974-—was alsc evident in the
cost movements. In 1976, unit labor cost increassed 3.6 percent, compared with
increases averaging 9 percent for the 3 preceding years. MHourly compensation was
up 8.2 percent. The implicit price deflator also posted its smallest increase
in 3 years (up 4.6 percent).

Real compensation per hour increased 2.3 percent (also the biggest increase
in 3 years) reflecting the moderating growth of the CPI as well as the increase
in hourly compensation.

In the nonfarm business sector, productivity increased 4.2 percent, also
the largest annual increase since 1962. In contrast, productivity rose 1.8 per-
cent in 1975. Hourly compensation increased 7.9 percent, and unit labor cost
rose 3.6 percent. This was the smallest rise in unit labor cost since 1972,

Real hourly conpensation increased 2.0 percent in 1976, its bippest increase
since 1972 as well. Productivity growth in the nonfarm Business sector has
averaged 2.5 percent annually from 1947 to 1973; the faster growth of 1976 reflects

the effects of the economic expansion following the recent recession.
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In manufacturing, productivity grew 6.3 percent for the year, the largest
such inecrease since 1963, The fast tise of productivity-—ceupled with the lowest
rate of increase of hourly compensation since 1973--resulted in a 0.9 percent rise
in unir labor cost. 1In the two preceding years, this important cost item increased
more than 10 percent each year. OCutput was up 11.3 percent and hours increased

4.5 percent; in 1975, both measures declined (%.0 and 9.2 percent, respectively)}.

kevisions in Seasonal Factors

The Bureau of Labar Statistics recently introduced new seasonal factors for
use in adjusting employment and average weekly hours series. Since productivity
and cost series are based on hours measures which are affected by these revisions,
the following tabulation illustrates the magnitude of the changes introduced by
the new seasonal factors. The measures in table A and tzble 1 differ simce the
latter alse include revised cutput and compensation measures from the Bureau of
Economic Analysis of the U.S. Department of Commerce for the third gquarter of

1976 and refinements in the labor input measures.

Productivity and Related Measures; Percent Change from Previous (srter

at Annual Rate, Private Business Secter, 1976

MY 1 Il 111
ORIGINAL REVISED ORIGINAL REVISED ORIGINAL REVISED
Productivicy Tob T3 3.8 3.2 3.1 3.4
Unit Laber 3.2 3.2 3.6 3.5 4.1 4.1
Cost
Hours 2.6 2.7 1.6 2.2 0.2 0,0
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FOOTNOTES, TABLES 1 TO 6

SOURCE: ©Output data from the Bureau of Economic Analysis, U.5.

Department of Commerce and the Federal Reserve Board. Compensaticn
and hours data from the Bureau of Labor Statistics, U.5. Department
of Labor and the Bureau of Economic Analysis.

(1)

(2)

(3)

(4)

(5)

(8)

(7)

8)

(2)
(10)

(11)

(12)
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Wages and salaries of employees 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.

Compensation per hour adjusted for changes in the Consumer Price
Index.

WHonlabor pavments include profits, depreciation, interest, rental
income and indirect taxes.

Current dollar gross product divided by constant dollar gross
product.

Percent change compounded at anmual rate from original data
rather than index mmbers.

Current gquarter divided by comparable quarter a vear ago.

Quarterly measures adjusted to annual estimates of output (gross
product originating) from the Bureau of Economic Analysis, U.S.
Department of Commerce.

Unit nonlabor costs include depreciation, interest, and indirect
taxes.

Tqtal unit costs is the sum of labor and non-labor costs.

Unit profits include corporate profits and inventory valuation
adjuetment.

The durable sector includes the following 2-digit SIC industries:
primary metal:; fabricated metal products; nonelectrical machinery;
electrical machinery; transportation egquipment; instruments; lumber
and lumber products; clay, glass, and stone products: furniture and
fixtures; and miscellaneous manufactures.

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 plastiec products;
foods; and tobaceco products.
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1t T, dH Tt =5, 5H fa O =Ny 1R =t

Ty 224 hH 294 5, 5H B, 1R =3, 0 “1a,d

IV dabR L1+9 A, TH bheBR NalR E

AWML AL 0.2 =4, 0 =5, 11.2 1.9 L0

1976 1 Ha TH 1o, 9, 1M Y.k 4y HH a,d
I TeiH Ha i 1otk HoBH A.8H 1.1
111 S5.TH e ] =, 5H be 2R Dall 0asR
1v =) o 5 LelP 1a8¥ T«TP 3.0P He 3R
AMNUAL b.5P 1143P 4,50 TobP lahib n,9p

FEHCENT CHANGE FWROM COMHESPUNODING QUARTER OF PHEVIOUS YEAHIA)

1975 1 5,0 =lh,3 =10,A4H 14,3 ERCTT #N.
| =2, 2R =ld.h =11, 0H 12449H 2.5H 15.0
111 2.TR L =10,0H 10.5 T+6 Tah
Iv Bl 1aD =4, AR H,2 fle8 2all
ANNUAL [ Y- = 0 -5, 11.2 1.9 1.0
1978 1 10.9 loe b by Bl 0,3H =3, T
Il 9.2 15.9 6,2 Tate 1.3 =145
11t B, 2H 1U.1H 4,7 TaTR 241 FL
1v 4, AR 130 2.0 Ta9p T 3,54
AMNUAL £, 5P 1130 e T.9P 1.6P n,90
SEE FODTNUTES FOLLUWING TABLE 6. o T
HaHEVISED JANIAKY d&quT?
HapPHELTWMINAHY SOHCE 1 HUMEAY DF LaARDHE STATISTICS
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TABLE S5s DUMAHLE MANUFACTURTNG SECTOHT OuUT, |, HER HOUH OF ALL RPEMSOMNSs HOURLY

CUMPENSATION: UNIT LABOH COSTs SEASONALLY ADJUSTEDI)1)

WE AL
YEAW aND OUTPUT PER OuTHUT HOURS COMPENSA= COMPENSA= UNET
QUARTER HOUR oF aLL T10M PEH TI0M PER LAHOW
OF aLL PEHSONS HERSONS HOUKR L) HOUM | 2} rosTs
INDERES 19&T=100
1975 1 104,2 Y89 9294 176,04 111.9 168,49
11 108,86 W9 90,14 1R0, 08 112,88 1657
I 115.2 1os,2 90,5 1R2,TH 112,720 150, he
Iv 115.5 106,.& G224 1RS, TH 112.24 Lab.f
ANNUAL 110.% 101.3 91.3 1R1.3 112.4 1635
1978 1 116,54 110.2 LI 1A9,5H 113.3 12,7
11 11930 113.8 5. aH 193,980 114,680 162,5%
111 12110 11s,.2R 95,91 195.9 114.1H LI L
Iv 120.17 1150 96, 3P lad . AP 11&,5P 165 6P
ANNUAL 117.8P 112,59 95,5 194, TP 11s,29 165,39
FEHCENT CHANGE FHOM PHEVIUUS GUARTEW AT AMMWUAL HATE (5)
1975 1 =12, =359.1 =260 15.8 T«0R 32,1
1 17.881 LIE =]1.5/ 9,30 .08 wl.?
It 26,54 28,5 1.BH B PR =200 -|h,0R
Iv 1e1 Hye? T.51 6.7 Nelk L
ANNUAL 1.8 .6 =1l.2 1241 2.7 10,2
1978 I ErLL 1541 11.2H H+bR A Ak 4R
I WM 13,6 M T ok &y B =il gk
111 by lH HebH 2o dM C =1, TH AL
v =3,38 =190 LT BalP 1.4P a,TR
ANMUAL b.2P 1l.1P b, 5P Tabi? 1«HP l«1P
FEHCENT CHANGE FHOM CORRESFUONDING QUARTER OF PREVIDUS YEAW{A)
1974 i =yl =ld.6 =11.0 4.4 EN ) 19,2
I =043 LI =13,1 13.% 1.4 13.0
I1! 5.0H -, h =] 2,94 1178 2:TR LT
Iv T.2H =]k =8, 0H EL L 1M el
ANNUAL 1.8 -4k =11.2 1241 2l 0.2
1974 I 11.84 13.8 1.8 Tula 1s2H =1,7
11 T8N 16,2 5.8 Ta7 | L =20
11t 5. 1M 1151 #, 0H T2 1aTH 208
v &, O [ &, 58 TP .00 A.08
ANNUAL b, 2P Y &, 5 P,ap 18P .10
SEE FOOTMUTES FOLLOWING TABLE &,
H=REVISFD JANIIASHY Fas 877
PePREL IHINARY SUNMCE? MuMEAU OF LaMnd STATISTICS
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TABLE B, WUNDUHABLE MANUFACTURING SECTUH: ONTRUT PEH HOUH OF ALL PEHSUNSs HOIKLY
CUMPENSAT[ONy UNTT LABUN COSTe SEASONALLY ADJUSTED(L1Z2)

HE AL
YEAH AND DUTPUT PER UuTeuT HOIHS COMPFNSA= COMPENS A= UMTT
QUARTER HOUR OF aLL 1108 PEW TION PEW LAHIH
OF alL PERSONS PERSONS HOUR (1) HOUH [2) CAsTS
INMDEXES 19&T=100

1975 1 117.1H 107.5% 9147 175.5 111.6 149,84
1t 119.4H 110.4 92, aH 1Tb.bH 110.KH 1a?.7

It 124 .40 118.1 95,0 178,41 109,.5H 13,4

Iv 125.9H 122.5 97,3 1R] .5H 109.7H lad .2

ANNUAL 121.5 114,5 Q4,2 177.8 Lig. 23 145,13

1976 1 127.7H 12643 GR . OH 1RS . 8 11141H 145.5
11 129,21 1274 GH, HH 1AH, BR 111.6H [ELN L
Il L13l.1H 127,9H 97T .5H 102, Th 112.,2H Lk B4
Iv 132.2p 129 .5 QR 0P 197 .68 113,40 [49,50
ANNUAL 129,99 127,70 9H, 3P 19] .20 112.1P Lal.20

FEHCENT CHANGE FHDOM PHEWIUUS GUAHTER AT ANNUAL RATE(S]

1975 1 =12.04 =3U.0 =20, 4H 159.2H fabH 1.0

I BaOH 11.3 3,04 2+3H =3, TH =5,3

1t 17T.6H 3.0 11.5+# by =3,6R =l lad

v 5,00 15,9 10,5H Te2H 045K 2.1

ANNUAL =2.1 =H,1 -h.1 10.3 1.1 12.7

197h 1 5,88 13.0 b TH FRLT 5. 2H 1.H

1 4y TH de% -], 2k b 5H 1.8H 17
111 6. 3H 1.hH -4, &H Ho b 2.0 2.7H
v .29 Se1P 1.AP 10, TH 5, AE T.2P
' ANNUAL &,99 11,80 oy uP Tl 168 n,60

HEHLCENT CHANGE FHOM CORHRESPONDING QUARTER OF PREVIOUS YEAH IR

1975 1 =h.b8 =154 =Nk 14, 2H L 214
11 =&, GH =13.3 =0, 11abH V1ahH 17al
1r1 =0 . bH =Hed =h,TH Yl P12 10.0
v b,1H L | LIl ladH =0, 1: M0
AMMUAL =21 =H.1 =l 10,3 1af 12.7
"aTh 1 F.0H 1fats Ta9 LY =la =P A
11 He2 9.8 b7 o0 .9 -1l
111 545K H,aH 2.7 Ha R PahH P hH
Iv 5, 0K 5. 7K ., e H, 98 1 4 Ly P
AMNUAL bk 11l.8P 4y e fotap 1 ah¥ Myt
SFE FOOTMUTES FOLLUMING TABLE be I B - -
ReHEYI5F i) IANTOR=Y AR |4TT
PabHHEL TMINaHY SUOHCE § WiiHE AU GF LARUR STATISTICS
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