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FRODUCTIVITY AND COSTS

Private Business, Nonfarm Business, and Manufacturing Sectors First Quarter 1977
{and data for Nonfinancial Corporatioms, Fourth Quarter 1976)

Productivity in the private business sector imcreased 3.2 percent {at a sea-

gssnally adjusted annual rate) in the first quarter of 1977, according to preliminary
fipures announced today by the Bureau of Labor Statistics of the U.S. Departmeant of
Labor. The increase, the largest in a year, reflected a 6.2 percent rise in output
and a 2.8 percent ircrease in hours of all persons engaged in the sector (ar annual

rates). In the precedinpg quarter, productivity increased 0.3 percent.

In the nonfarm business sector, output per hour of all persons-—productivicy--

increased at 2 2.6 percent annuzl rate, reflecting rises of 6.4 percent and 3.7
percent in sector output and hours, respectively., In the fourth quarter of 1974,

productivicy declined 1.2 percent in this sector.

In mapufacturing productivity declined 0.1 percent from the fourth quarrer
of 1976, as output and hours rose 4.2 percent and 4.4 percent, respectively, in
the first quarter of 1977. In the preceding quarter, productivity declined 0.2
percent in manufacturing.

A summary of first quarter measures-—and fourth quarter 1976 movements in
the nonfinancizl corporate sector, alsoc released today--appears in tables A and

B; details will be found in tablas 1-6.

Private Business Sector

Productivity increased 3.2 percent in the first quarter as output rose 6.2

percent and hours increased 2.8 percent--at annual rates. In each case the first
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Table A. Percent Change at Annual Rates in Froductivity and Costs,
Seasonally Acdjusted

PRELIMINARY
Real
Sector Hourly Unip Hourly  Output Hours
Producti- Com- Labor Compan-
vity pensation Cost sation
Fourth Quarcer 1976 to First Quarrter 1977
Privacre Business 3.2 0.7 7:3 2 6,2 2.8
Monfarm Businaess 2.6 150 P 1.3 1.4 6.4 3.3
Manufacturing 0.1 oy PR 1.2 2.7 4.2 L
Purahla 12 r0ad 2.2 2.5 .1 =i
Konduratble i.9 1.2 9.2 2.8 4,8 2.9

Firat Querter 1976 o First Querter 1577

Private Business 2.3 8.2 5.8 z.2 L.2 1.9
Nonfarm Business 2.1 8.4 5.8 2.0 4.2 2.1
H@nufacturing 3 8.4 3 X 2.4 4.9 1.7
Durable k% 7.5 4.6 1.8 6.1 3.0
Nondurable 3.7 i s 5.3 3.1 3.6 -0.1
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quarter increase was the largest in a year. In the precening quarter, oSutbput
increased 2.3 percent and hours rose 2.1 percent, so that productivity rese 0.3
percent.

Hourly compensatfon—which iﬁ:ludas the hourly cost of wages, salaries,
supplemental employment benefits and emplover contributions to emplovee benefit
plans—-increased 10.7 perceat in the first gquarcter, the largest such increase
since the first quarter of 1575, 1In the preceding quarter, these costs rose 8,2
percent. Real hourly compensation--hourly compensation adjusted for changes in
the Consumer Price Index--rose 2.4 percent, compared with a 3.5 percent increase
in the fourth guarter of 1976.

Unit labor cost--which reflects movements in hourly compensation and produc-
tivity—-increased 7.3 percent in the first quarter, compared with an 8.0 percent
increase in the preceding gquarter. 1In 1976, unic labor cost increased 3.6 percent
over the previous year.

The implicit price deflator, which shows the combined effect of changes in
unit labor cost and unit monlabor payments, increased 5.5 percent in the first
quarter——at an annual rate--the largest rise in this measure since the fourth
quarter of 1975.

Compared with the same quarter a year ago, productivity has increased 2.3
percent, while putput and hours are up 4.2 percent and 1.9 percent, respectively.
Hourly compensation is 8.2 percent higher, real hourly compensation is up 2.2

percent and unit laber cost 5.8 percent higher than the first quarter of 1976.

Nonfarm Business Sector

Productivity in the nonfarm business sector tose 2.6 percent in the first
quarter, compared with a 1.2 percent decline one quarter earlier. The increases
In output and hours im the first quarter--6.4 percent and 3.7 percent, respectively--

were the largest in a year.
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Hourlvy compensation rose 10.2 percent, the largest quargerly rise in this
series since the first quarter of 1973, compared with a 7.0 percent increase one
quarter earliier. FReal hourly compensation rose 1.9 percent, & somewhat smaller
increase than the 2.3 percenc riss of the previous quarrer.

The implicit price deflator for the nmonfarm business sector rose 4.2 percent,

the smallssc such increase since the second quatter of last year.

The Manufacturing Sector

Produccivity declined 0.1 percent in the first guarter in manufacturing—the
second quarter of decline in this sector. 1in the fourth guarter, productivicy
declined 0,2 percent. Outout rose 4,2 percent in the first gquarter, while hours
increased 4.4 percent. This increase in hours was the largest in 2 year. BRecaussa
productivity declined, unit labor cost rose more than hourly compensation--11.2
percent and 11.1 percent, respectively. Real nourly compensation increased 1.7
percent, compared with & 3.2 percent Increase a quarter earlier., 1In the fourth
guzrter of 1976, hourly compensation rese 7.9 percent, but unit labor cost rose
even more (8.2 percent), since productivity declined 9.2 percent.

The small decline in mapufacturing productivicy resulted from opposite
movemants in the durable and nondurable goods-producing sub-sectors. Froductivity

declined in the durable manufacturing ssctor by 1.2 percent inm the first guarcer,

marking the zecond consecutive guarterly decline in the measure. In the closing
quarter of 1976, productivity declined 2.1 percent. Hourly compensation rose
10.8 percent, and unit labor cost increased 12.2 percent. Both increases were
the largest im 2 wears. BEReal hourly compensation increased 2.5 percent, compared
with a rise of 1.9 pereent in the fourth guarter of 1976.

Among nondurable poods-producing manufacturing industries, productivity
increased 1.9 percent, compared with & 2.0 percent increase in the preceding

guarter. Although the first guarter productivity increase in nondurables was
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larpger than the decline [n durabtles, rhe nondurable industriss carry & smaller

welght in the averall sector——nondurables account for roughly 41 percent of all hours
paid for in manufacturing. Nondurable output increasged 4.8 percent, and houre rTose
2.9 percent, both increeses being the largest in a vear. Hourly compensation im-
creased 11.2 percent and unit labor cosc rose 9.2 percent. Real hourly compensation
increased 2.8 percent in the first quarter, compared with a 5.6 percent rize one

quarcer ago.

Fourth Quarter Figures for Nonfinancizl Corporations

Productivity and related measures for che fourth guarter of 1976 for non-
financizl coarporations also were released today. See table B. Productivity
declined J.1 percent im the lastr guarter of 1976, as output rose 1.3 percent and
employee-hours increased 1.4 percent. This decline was the only productivity drop
in 1976, reflecting the smallest guarterly gain in output since the first gquarter
of 1975. Both the rise in hourly compensation (9.0 percent) and the rise in unit
labor cost (9.2 percent, ar an annual rate) were the largest since the first gquarter
ef 1975, partly due to the decline in productivity. Resl hourly compensation rose
4.1 percent. Unit profits were off 24.5 percent in the fourth quarter, the largest
decline since the last quarter of 1974,

Reviged annual measures for 1976 as a whole show productivity in nonfinancial
corporations up 3.9 percent, hourly compensation up 7.7 percent and unit profits

up 23.1 percent. See table 3.
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Table B. Percent Change in Productivity and Costs at Annuzl Rates
Seasonally Adjusted
Nenfinanclal Cornmorations

Ird quarter 1976  4th quarter 1975 1976
o o) Annual
Izen tth guarzer 1976 fth guarter 1376
PRELIMINARY PRELTMINARY REVISED
Cutput per all-employee hour =0.1 2.7 1.9
Eourly comnensation 9.0 8.0 7.7
Unit labor cost 9.2 5.1 3.6
Real hourly compensation &1 2.9 1.8
Outnut 1.3 3.4 73
Houra 1.4 2.6 3,2
Unit profics =2L.5 3.3 23.1
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FOOTNOTES, TABLES 1 TO 6 .

SOURCE: Output data from the Bureau of Economic Analysie, U.S.

Deparcment of Commerce and the Federal Reserve Board. Compensation
and hours data from the Bureau of Labor Statistics, U.S5. Department
of Labor and the Bureau of Economic Analysis.

(1)

(2)

(3

(4}

(5}

(&)

(7)

(8}

(9)
(10}

(11)

(12)
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Wages and salaries of emplovees plus employers' contributioms
for social insurance and private benefit plans. Except for
noenfinancial corporations, where there are no salf-employed,
data also includes an estimate of wages, salaries, and supple-
mental payments for the se’ (-emploved.

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

Honlabor payments include profits, depreciacion, inrerest, rental
income and indirect taxes.

Current dollar gross product divided by constant dollar gross
product.

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

Current quarter divided by comparable quarter a vear ago.

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

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

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

Unit profits include corporate profits and ioventory valuation
adjustment.

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 miscellanecus 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 plastic products;

‘foods; and tobacco products.
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COMPENSATION.

CHART

2.

PRODUCTIVITY.
UNIT COSTS RANO PRICES

HOURLY

NONFARM BUSINESS SECTOR
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CHART 4. _
UNIT COSTS., UNIT PROFITS. ANO PRICES
NONFINANCIRL CORPORATIONS
(PERCENT CHANGE FROM SAME
QUARTER A YEAR RGO
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