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Pmductivig Trends 
Percent chanae, vear over vear 

" " I REAL OUTPUT AND COMPENSATION PER HOUR I 
Annual percent change, constant dollars 

Average scorea 

I SCHOLASTIC APTITUDE TEST SCORES I 

a. Minimum score, 200; maxlmum score, 800. 
SOURCES: U.S. Department of Commerce, Bureau of Economic Analysis; U.S. Department of Labor, Bureau of Labor Statistics; Citibase; and College Entrance 
Examination Board. 

Growth in hourly o i ~ t p ~ ~ t  h:~s clecel- 
eratecl significantly since the early 
1970s; reflecting a clecline in l;lbor 
procl~~ctivity growill. Sluggish labor 
procluctivity growth is associated 
with slaclt gains in hourly compen- 
sation, which suggests that progress 
in U.S. living stanclartls h21s slo\vecl 
to a craxvl. 

Labor procluctivity changes can 
be dividecl into those arising kom 
technological changes ancl those 
clue to changes in the  mount o f  
capital per xvorlter (capital cleep- 
ening). 1,oth of which are clifficult 

to measure. A proxy for technologi- 
cal change-growth in resc~~sch xnd 
clevelopment spencling-inclicates 
that this factor nlay have contrihutecl 
to slo\ver productivity growth dur- 
ing the mid-1970s. R&D outlays 
surged c lur i~~g the 1980s, 1 ~ 1 t  11:lve 
slo\ved again in recent years. The 
rate of capital deepening, c;llci~l;~tecl 
with an all-inclusive measure of c:lp- 
ital. shows co~lsiclerable tlecline 
after the micl-1970s, some of it attrib- 
 table to baby boorners' entry into 
the Inl~or force. 

Just as important, however. is the 

cluxlity of the labor force. &fore 
young entmnts ant1 fewer olcler 
\x;orliers--a consecluence of the 
gro\ving trencl toward earlier retire- 
ment-meant that the post-1970 
\vorliforce was less experiencecl 
than I~efore. Ivloreover. Scholastic 
Aptitude Test scores indicate that 
nen. entrants xvere less accom- 
plishetl than their prectecessors. Be- 
cause sltills and esperience are 
forms of capital, these dat:~ suggest 
th;lt the measured clecline in the 
capital/lahor ratio may unclerstate its 
true extent. 
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