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PRODUCTIVITY AND COSTS 

Nonfinancial Corporate Sector 

Third Quarter 

Productivity in nonfinancial corporations increased 0.7 percent in the third quarter 

of 1919 at a seasonally adjusted annual rate, the Bureau of Labor Statistics of ,the U.S. 

Department of Labor reported today. The increase reflected a 1.6 percent increase in 

output and a 0.9 percent increase in employee-hours. This was the first quarter of 1979 

that nonfinancial corporate productivity did not fall. In the first 2 quarters, output per 

all-employee hour dropped 2.1 percent and 2.8 percent, respectively. The nonfinancial 

corporate sector includes all corporations doing business in the United States with the 

exception of banks, stock and commodity brokers, and finance and insurance companies and 

accounts for about 68 percent of the private business sector. 

Revised tftird-quarter measures also were reported today for the private business, 

nonfarm business, and manufacturing sectors. The small productivity gains reported on 

October 29 based on preliminary data have been revised downward; in both the private 

business and nonfarm business sectors, productivity declined 0.7 percent. Preliminary 

measures had shown gains of 0.1 percent and 0.2 percent, respectively. In manufacturing, 

productivity gains were revised slightly upward, showing a 3.3 percent annual rate of 

increase In the third quarter, rather than the 3.2 percent rise reported earlier. A 

summary of third-quarter productivity and cost measures appears in table A; details are 

found in tables 1-6. 
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Table A. Productivity and Costs: Percent Change at Annual Rate 
(Seasonally Adjusted) 

Real 
,Hourly Unit hourly Output Hours 

Produc- compen- labor compen-
Sector tivity.Y sation cost sation 

Second Quarter 1979 to Third Quarter 1979 
PRELIMINARY 

Nonfinancial 0.7 8.5 7.8 -3.9 1.6 0.9 
corpora t ions 

REVISED 

Priv<lte business -0.7 8.8 9.6 -3.6 1.7 2.5 
Nonfarm business -0.7 8.5 9.3 -3.9 1.9 2.6 
Manufacturing 3.3 8.1 4.7 -4.2 0.3 -2.9 

Durable -0.2 8.0 8.2 -4.4 -2.3 -2.2 
Nondurable 8.7 8.1 -0.6 -4.3 4.3 -4.1 

Third Quarter 1978 to Third Quarter 1979 
PRELIMINARY 

Nonfinancial -0.8 8.9 9.8 -2.5 2.2 3.0 
corporations 

REVISED 

Private business -1.4 9.4 ll.O -2.0 1.6 3.0 
NOllfarm business -1.8 8.9 10.9 -2.5 1.5 3.4 
Hanufacturing 1.4 9.4 7.8 -2.1 2.9 1.5 

Durable 0.1 9.4 9.2 -2.1 2.5 2.3 
Nondurable 3.4 9.1 5.5 -2.3 3.6 0.2 

!/ AI though the productivity measures relate output to the :rours of all persons engaged in 
each sector, they do not measure the specific contributions of labor, capital, or any other 
single factor of production. Rather, they reflect the joint effects of many influences, 
including new ~echnology, capital investment, the level of output, capacity utilization, 
energy use, and m~nagerial skills, as well as the skills and efforts of the work force. 
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Compensation and costs 

Hourly compensation in the nonfinancial corporate sector increased 8.5 percent in the 

third quarter, compared with an 8.0 percent increase during the secood quarter (annual 

rates). Hourly compensation includes ~ages and salaries of employees, fringe benefits, and 

employer contributions to employee benefit plans. Unit labor cost--compensation per unit 

of output--increased 7.8 percent in the third quarter. compared with an 11.2 percent 

increa~e in the second quarter and a 13.4 percent increase in the first quarter. 

Real hourly compensation--hourly compensation adjusted for changes in the Consumer 

Price Index for All Urban Consumers (CPI-U)--decllned 3.9 percent in the third quarter, 

compared with a 4.9 percent drop in the second quarter (annual rates). This was the sixth 

consecutive quarter without a rise in real hourly compensation. In the third quarter of 

1979, real hourly compensation was lo~er than any quarter since the first quarter of 1976. 

Unit nonlabor payments increased 8.9 percent in the third quarter, compared with a 

8.0 percent rise one quarter earlier. These payments include unit profits "and all other 

unit nonlabor costs--indirect business taxes, depreciation, and net interest. Unit profits 

declined 0.7 percent in the third quarter, compared with a 3.4 percent decline one quarter 

earlier. 

The implicit price deflator, which reflects changes in unit labor cost, unit nonlabor 

co~t, and unit profits, increased 8.2 percent in the third quarter, compared with a 10.2 

percent rise in the second quarter. 

Compared ~ith the third quarter of 1979, productivity declined 0.8 percent, as output 

increased 2.2 percent while hours increased 3.0 percent. Hourly compensation increased 8.9 

percent--but was down 2.5 percent after taking account of the increase in the CPI-U. Unit 

labor cost has gone up 9.8 percent over the 12-month period, but unit profits declined 2.8 

percent. Prices in the nonfinancial corporate sector, as measured by the implicit price 

deflator, rose 8.3 percent over the period. 
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Revised measures 

As noted earlier, revised productivity measures for the private business and nonfarm 

business sectors showed declines of 0.7 percent in each sector 1n the third quarter, rather 

than the small increases that were reported earlier, based on preliminary data. Increases 

in hourly compensation were revised upward, so that unit labor cost grew faster in both 

sectors than in the preliminary data. Table B compares preliminary and revised measures 

for the third quarter. 

Manufacturing productivity measures are based on changes in the index of industrial 

production prepared monthly by the Board of Governor. of the Federal reserve system. This 

index is adjusted to the annual output measure for manufacturing prepared as part of the 

national income and product accounts by the Bureau of Economic Analysis of the U. s. 

Department of Conmerce. Revised measures showed a small upward change in manufacturing 

productivity; changes occurred 1n both output and hours estimates. 

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



-5-

Table B. 

Preliminary and revised third quarter productivity and cost measures 
Percent change from previous quarter at annual rate 

Sector Productivity Hourly Unit Labor 
Compensation Cost 

Prelim. I Rev. Prelim. I Rev. Prelim. J Rev. 

Private business 0.1 -0.7 8.5 8.8 8.3 9.6 

Nonfarm business 0.2 -0.7 8.2 8.5 7.9 9.3 

~'anufac turing 3.2 3.3 8.0 8.1 4.6 4.7 

Durable -0.2 -0.2 8.0 8.0 8.2 8.2 

Nondurable 8.6 8.7 7.9 8.1 -0.7 -0.6 

Output Hours 

Prelim. I Rev. Prelim. I Rev. 

2.5 1.7 2.4 2.5 

2.8 1.9 2.5 2.6 

0.0 0.3 -3.1 -2.9 

-2.7 -2 .• 3 -2.5 -2.2 

4.1 4.3 -4.2 -4.1 
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-------------------------~------------------------------------------------------------------------------------------------------
1~II.lFXF.:, lQ&7=too 

1'178 1 11/j.4 1 $6.9 115.& ;>24.? ltd.7 169.4 164.6 tlsn.q 
Tl 119.0 140.~ 117.9 ?t!A.'5 11 ~.1 1'12.1 173.9 18'5.(\ 

ITI 11'1.1 141.A 11~.4 ?3~.6 11~.2 1'1'5.? 177.0 18A.q 
TV 1 t 9. ~ 144.1'1 l?u.t! ?3A.4 1113.0 199.1'1 181.3 192.q 

ANNUAL 11"1.2 141'1.7 118.1 ?31.? 1 1 0.3 1911.0 174.3 187.2 

1'179 I 111).9 1114.4 1?1.5 ?44.A ltti.O ?O'5.q 180.8 197.2 
TI ltri.2 t4~.iI. Pl • .s ?50.3 l1b.9 ?11.7 183.7 ?02.fI 

ITI tlls.()~ 1&14.nk 1?2.0 ?50:;.&l-1 11 5.8R ?16.6W lA5.5R ?05.qk 
------------.-.------------------------------------------------------------------------------------------------------------------

I- F 1-11': til' r CHANbF F~OM PRtVlnU~ I"lUAt<TER AT ANNIJAL RATU~) 

1'178 I -1.5 ;>.4 3.9 lO.q 2.9 12." -8.b 5.3 
II 2.0 10.0:; 1:1.4 7.q -2.1 <;." i?4.0 11.? 

III 2.4 4.? 1.7 q.? 0.3 "." 7.4 6.q 
IV 0.3 ".4 b .1 A.'5 -0.7 ". t 9.9 8.7 

AN"'UAL 0.5 <;.? 4.1 A.C; 0.8 8.0 5.3 7. t 

1'179 I -~.O 1.2 4.1.1 11.1 0.1 14.& -1.0 Q.:I 
I! -2.2 -?q -0.1 q.~ -3.8 It ." b.5 10.1 

IT! -O.lR 1.7H 2.5 fl ".A~ -.5.&R q.6R 4.0R 7.8R 

------------.--------------------------------------------------------------------------------------------------------------------
I-'Ff.lCE"'T C"AfIlGF FWOM CORRI;. SPONO I r~G UUAPTEH OF PkfVJOIlS YF:AR(6) 

1'*78 I -0.1 4.4 1.1.5 R.n 1.3 " • t 2.1 b. t. 
TI 0.'1 <;.7 4.7 R.4 1.2 7.4 5.& 6.8 

III 0.2 4.1'1 4.b "'.'5 0.4 8.3 5.4 7.4 
IV O.~ <;.R 5.0 q. t 0.1 8.3 7.5 8.0 
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II -0.& 2.2 2.8 q.'5 -1.0 10.? 5.& 8.7 

III -1.4R 1.6101 3.0 Q.4 -2.0R 1t.flR 4.8R q.OR 
------------.---------------------------------------------------------------------------------------------------------------
SEE FOOTNOTE~ FUlLO~TNG TABLE ft. 
R=REVISEO 
P=PHfL IMli'<IAwY 

NOVEM~ER 28, 1979 
SOURCE: 8ItHEA" OF LAbOR STUISTICS 
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-------------------------------------------------------------------------------------------------------------------------~-------
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Tl lI.b ':l.7. 5.1 8.4 1.2 7.7 3.7 6.4 
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----------------------------------------------------------------_._------------------------------------------------------.. -
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P=p .... FL IMTj~/lI(y 
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III Ij:)2.5 Bl.3 107.2 2~2.S 117 .E- 189.9 
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.978 I -8.7 "3.6 5.7 9.7 1.7 20.2 
II 6.9 13.3 5.9 6.1 -3.7 -0.8 

III 5.1 9.6 4.3 8.3 -0.4 3.1 
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III 0.2 5.6 5.4 7.7 .. 0."3 7.5 
IV 0.9 7.1 &.1 8.4 .. 0.5 7.4 

ANNUAL 0.0 5.8 5.8 8.0 0.3 7.9 

1979 I 2.4 9.5 6.9 8.& -t.t 6.0 
JI 1.5 5.5 4.0 9.5 -t.t 7.9 

III 0.1 2.5R 2.3R 9.4 -2.tH 9.2 
.-------.-----.-------------------------------------------------------------------------------------------------------------
lEE FOOTNOTES FOLLOWING TARLE 6. 
l=REVISEO 
'=PRELIMTNARY 

NOVEMBER 28, 1979 
SOU~CE: BUREAU OF LABOR STATISTICS 
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YEAR ANO 
QUARTER 

TARLE 6. NONOURA8LE MANUFACTURING SECTOR: PRODIJCTIVITY, HOURLY 
COMPENSATION, UNIT LABOR COST, SEASONALLV ADJUS~ED(12) 

OUTPUT PER 
HOUR 

OF ALL PERSONS 

OUTPUT 
(7) 

HOURS 
OF ALL 
PERSONS 

COMPENSA­
TION PER 

HOUR(ll 

REAL 
COMPENSA­
TION PER 

HOUR(2) 

UNIT 
LABOR 
COST 

.-----------------------------------------------------------------------------------------------------------------------------,. 
INDEXES 1967:100 

1978 I 136.9 139.3 101.7 220.1 116.5 160.1 
II 137.5 141.6 103.0 223.6 115.5 162.6 

III 140.3 143.2 102.1 228.1 115.4 162.6 
IV 141.4 145.1 102.6 232.4 115.0 164.3 

ANNUAL 139.0 142.3 102.4 226.1 115.7 162.1 

1979 I 141.1 146.3 103.7 238.0 114.8 168.7 
II 142.1 146.9 103.4 244.1 114.0 171.8 

III 145.1R 148.4R 102.3 248.9R 112.8R 171.6R 
.------------~--------~-----------------------------------------------.----------.------------------------------------------.----PERCENT CHANGE FROM PREVIOUS QUARTER AT ANNUAL RATE{S) 

1978 I -2.7 -0.1 2.7 t2.3 4.1 15.4 
II 1.7 6.8 4.9 6.S -3.3 4.7 

III 8.2 4.8 -3.2 8.3 -0.4 0.1 
IV 3.4 5.3 1.8 7.8 -1.3 4.2 

ANNUAL 1.5 3.4 1~9 8.4 0.7 6.8 

1979 I -0.9 3.4 4.4 10.0 -0.9 11.0 
II 2.7 1.5 -1.2 10.6 -2.6 1.1 

III 8.7R 4.3R -4.1R 8.1R -4.3R -0.6R 

---------------------------------------------------------------------------------------------------------------------------------
PE~CENT CHANGE FROM CORRESPONOING QUARTER OF PREVIOUS YEAR(6) 

1978 1 1.3 3.4 2.1 8.1 1.4 6 .• 7 
II 0.6 2.9 2.2 8.2 1.0 7.5 

III 1.3 3.2 1.9 8.3 0.3 7.0 
IV 2.6 4.1 1.5 8.7 -0.3 6.0 

ANNUAL 1.5 3.4 1.9 '8.4 0.7 6.8 

1979 I 3 .. 1 5.1 1.9 8.1 -1.5 4.9 
II 3.3 3.7 0.4 9.2 -t.3 5.7 

III 3.4 3.6 0.2 9.1 -2.3R 5.5 
-----------------------------------------------------------------------------------------------------------------------.. -.-
SEE FOOTNOTES FOLLOWING TABLE 6. 
R~REVISEn 
P=PRELIMINARY 

NOVEMBER 28, 1919 
SOURCE: BUREAU OF LABOR STATISTICS 
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FOOTNOTtS, TABLES 1-& 

SOURCE: OUTPUT OATA FRO~ BUREAU OF ECONOMIC ANALYSIS, U.S. DEPARTMENT OF COMMERCE, ANO THE FEDERAL RESERVE BOARD. 
CO~PENSATION AND HOURS UATA FROM THE BlIkEAU OF LABOR STATISTICS, U.S. OEPARTMENT OF LABOR, AND THE BUREAU OF ECONOMIC ANALYStS. 

(1) WAGES AND SALARIES OF EMPLOYEES PLUS EMPLOYERS· CONTRIBUTIONS FOR SOCIAL INSURANCE AND PRIVATE BENEFIT PLANS. EXCEPT FOR 
NONFINANCIAL CORPOkATIONS, WHERE THERE ARE NO SELF-EMPLOYEO, DATA ALSO INCLUDE AN ESTIMATE OF WAGES, SALARIFS, AND 
SUPPLEMENTAL PAYMENTS FOR T~E SELF-FMPLOyEO. 

(2) COMPENSATION PER HOUR ADJUSTED FOR CHAN~ES IN THE CONSUMER PRICE INDEX FOR ALL URBAN CONSUMERS. 

(3) NONLAROR PAYMENTS INCLUDE PROFITS, DEPRECIATION, INTEREST, RENTAL INCOME, AND INDIRECT TAXES. 

(4) CURRENT DOLLAR GROSS PRODUCT DIVIDtO Ry CONSTANT OOLLAR GROSS pRODUCT. 

(~) PERCENT CHANGE CO~POuNDED AT ANNUAL ~ATf FROM THE ORIGINAL DATA RATHER THAN INDEX NUMBERS. 

(b) CURRENT i.iIJARTER otVIDED BY CUMPARABLI:. wlJARTER A YEAR AGO. 

(7) YUARTFRLY MEASU~ES ADJUSTED TO ANNUAL ~STIMATfS DF OUTPUT (GHOSS PRODUCT O~IGINATING) FROM THE BUREAU OF ECONOMIC ANALYSIS, 
U.S. OEPARTMENT OF COMMF.~CE. 

(~) UNIT NONLA~OH COST INCLUDE DEPRECTATION, INTEREST, AND INDIRECT TAXES. 

(9) TOTAL UNIT COST IS T~E SUM OF LA~Ok AND NONLAROR COSTS. 

(10) UNIT PWOFJTS TNCUJOE CORPOHATE PkOFIT AND INIiENTORy vALUATION ADJUSTMENT. 

(1) THE DIII<AIRI:. SECTUR Ti'lCLIJDES THI:. FOLl.Oi'I-lNG 2-01GIT ::,IC INOIJSTRIt::'S: PRIMARY METAU FARiHCATEU MfTAL PRODUCTS; NONELECTRICAL 
MACHINERY; ELECTKICAL MACHINERY; TkANSPOkTATIDN EQUIPMENT: INSTRUMENTS; LUMBER ANn LUMbER PRO~UCTS; FURNITURE AND FIXTURES; 
AND MTSCELLANEOUS MANUFACTURES. 

(12) THE NONOURARLE SI:.CT~N INCLUDE~ THE FULLOwlNG ?-DIGIT SI~ INDUSTRIES: TExTILE MILL PkODUCTS; APPAREL PHODUCTSi LEATHER 
AND LFATHFR PRODUCTS; PRINTING AND PUALISHING; CHFMICALS AND CHfMICAL PRUDUCTS; PETROLEUM PRODUCISiWUBRER AND PLASTIC 
PRUOUCTS; FOUDS; Ai~(l TORACCD PkOUUCTS. 

(13) SCHFOULTNG Of THE MELEASE OF THF NEW CUNSUMEM PRICE INDEx FOR ALL URbAN CONSUMERS (CPT-II) PRECLUDES THE USE OF REAL HOURLY 
COMPENSA)rUN (HOURLY CUMPENSATION ,ADJUSTEn FIIR QUARTERLY CHANGES IN THE CPI-u) WITH PRELIMINARY PRODUCTIVITY AND COST MEASURE 
THESE. ... TLL At:: PIIBLISHED TOGFTHER WITH KFvISEI) OliTPUT AND LAIWq I/IIPUT MEASURF.S ~ITH THF ~EXT REGIJLAH EOITION OF PHODUCTIVITY 
AND cnSTS, AppwOXlr'lQF.LY 30 LIArS AfTER THF. P~ELlMINA"'Y MEASIIRF:S. 

********************************************************************************************************* 
* THE PRuOUCTIvITY Awn ASSOCIATFD cnST MEASURES IN THt~ PRESS kELEASE uESC~IBE THE RELATIONSHIP * 
* dFTWEF~ OIJIPUT TN MFAL TERMS AND THE LAROR TIME INVOLVED TN ITS PROOUCTION. THFY SHUW THE * 
* CHA~"FS FI"-IO"'1 P£RIOu 10 PERIOD 1111 THf' AMOUt>'1 OF LABOR TIME REYlliRED To PROOUCE A UNIT OF UUTPUT. * 
* ALTHUIIGH THESE IIol£ASIJRF::; kELATE nUTPIlT TO HUlIi(S OF ALL PF."kSUNS ENGAGED IN A SI::.CTnR, THEY 00 NOT * 
* MEASURe PiE SPEr:IFIC ~ONIRlf\uTInNS OF LAtiOk, CAPITA!., UR flNY OTHER FAClOw OF PWOOIlCTIO/li. RATHtR, * 
* THEY REFLECT THF. JUINT CHANGI:.S IN TFCHNOLOGY; CAPITAL INVESTMENTi LEVEL OF OUTPUT; IITILIZATION * 
* OF CAPACITy; ENE~GY ANO MATF."kIALS: THF nNGANI7ATION OF PWOOIJCTION; MANAGERIAL SKlLLi ANO * 
* CHARA[TF.NISTICS ANt) EFFnRT OF lHE ~OwK FORCE. * 
********************************************************************************************************* 
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\' 

Cha rt 1. P r oduc tl v it y, hoy rl y compensQ tt on, un it cos t sand p rt eel 
In the private business sector 
(percent change from preceding quarter ot annual rote) 
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Cha rt 2. P r oduc tt v It y. hou rl y compensa ti on. un It cos t sand p rt ces 
in t he non f arm bus t ness sec tor 
(percent change from preceding quorhr ot onnuol rote) 

Output per hour of all persons 
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Cha rt 3. P r oduc tt v It y, hou rl y compenaa tt on, un It coa t sand p rt cas 
in nonfinancial corporatIons 
(percent change from same quarter 0 yeor 090) 
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Chart 4. Unit costs. Llnlt profits. and prices In nonfinancial 
corporati ons 
(per~t change from 8GI'I'le quart.r Q yeor ago) 
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