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Results from this program, established
more than a quarter of a century ago,

show a small, but steady, increase
in output per employee year

in the Federal Government from 1967 to 1994,
with the rate slowing somewhat after 1982

or more than two decades, the Bureau of
FLabor Statistics collected, analyzed, and

published data on labor productivity in the
Federal Government. The statistics that emanated
from the Federal Productivity Measurement Pro-
gram now cover 27 years (1967-94). As a result
of recent budgetary constraints, BLS data collec-
tion has been trimmed, and several projects and
programs, including the Federal Productivity
Measurement Program, have been terminated.
This article presents some of the statistics pro-
duced by the program during its operation. We
begin with a brief summary of the history and
conceptual underpinnings of the program.

Institutional background

The Federal Productivity Measurement Program
evolved from several congressional concerns in
the early 1970s, a period when there was great
interest in the rate of inflation and the status of
productivity in the United States in relation to
the other industrialized countries of the world.
While the discussion centered on private sector
productivity, some members of Congress were
interested in the productivity of the Federal
Government, which was expanding very rapidly
at that time.! In response to these concerns, and
to a specific congressional request, the Office
of Management and Budget (omB), the Civil

Service Commission (now the Office of Person-
nel Management), and the General Accounting
Office established a joint working group to ex-
amine the issue. One assignment of this group
was to determine how to measure Federal pro-
ductivity, which resulted in the inclusion of the
Bureau of Labor Statistics in the investigation.
Following congressional testimony and a num-
ber of reports, a formal productivity improve-
ment program was established by the OMB in
July 1973. Under OMB guidance, the Bureau was
assigned the responsibility of collecting data
and constructing the associated productivity in-
dexes. Measurement was only one part of the
larger program, which also addressed employee
training, management improvement, capital in-
vestment, and employee pay and incentives.
A variety of Federal organizations, including
the OMB, the General Service Administration, the
Joint Financial Management Improvement Pro-
gram, the National Center for Productivity and
Quality of Working Life, and the Office of Per-
sonnel Management, directed and coordinated the
program during its operation. When the last of
these terminated its productivity program in the
early 1980s, the governmentwide productivity
improvement program was allowed to lapse. At
the time, in response to another congressional re-
quest, the Bureau alone assumed the responsibil-
ity for data collection, analysis, and publication of
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Federal Government productivity statistics.2 This procedure
continued until the termination of the program last year.

In fulfilling the congressional and other requests, the Bu-
reau asked each Federal agency with 200 or more employees
to provide data annually on its outputs, the labor used to pro-
duce those outputs, and the compensation paid to the em-
ployees producing the outputs. The Bureau worked closely
with these organizations to identify their outputs, to improve
their measures, and to help them prepare the data. However,
because the program was voluntary, some agencies chose not
to participate. For those agencies, the Bureau culled informa-
tion from annual reports, budgets, and congressional testi-
mony to compute the indexes whenever possible. Using this
information, along with that provided by the agencies that
did participate, the Bureau computed five indexes for each
organization: output, labor input, compensation per employee
year, output per employee year, and unit labor cost.

The indexes and other statistics were analyzed and sum-
marized before being returned to the participating organiza-
tions for their own use. In addition, statistics were calculated
on a number of levels, including the organization, agency,
function, sector, and total level. Only the governmentwide
function and summary statistics, however, were published.

In 1994, the last year for which data were collected, the
statistics represented 60 agencies, 255 organizations, and 2
million Federal civilian employees. The data covered about
69 percent of the civilian labor force in the executive branch
of the Government. While coverage varied from year to year,
it grew after the inception of the program. In 1967, about half
of the civilian labor force was included; by 1972, the figure
had reached 60 percent, and it remained in the mid- to upper
sixties for the duration of the program.?

Conceptual underpinnings

The same general concepts used to measure private sector
productivity were employed to develop the Federal Produc-
tivity Measurement Program.*That is, the BLs program fo-
cused on the relationship between the output of goods and
services and the inputs expended to produce that output. In-
puts for the Federal program were restricted to labor.

The measurement of output was the most difficult and
challenging part of the program. As with private sector
measurement, the output measures were chosen to reflect
the final output of the organization being measured. For
some organizations, such as the enterprise services, there
were tangible outputs that were relatively easy to measure.
Examples are the pieces of mail delivered by the postal ser-
vice and the kilowatthours of electricity sold by the Tennes-
see Valley Authority.

For organizations that were part of the defense and diplo-
matic service, final outputs were difficult or even impossible to
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define, much less measure. For these organizations, particu-
larly the Department of Defense, the measurement focus shifted
to intermediate activities such as personnel and supply. In such
cases, the measured outputs were final from the perspective of
the organization being measured, although they were not final
from the perspective of the Federal Government, because they
were used by other Federal organizations.

Federal program output measures, for the most part, are
physical counts or quantities of the services produced.’ Un-
like the situation in the private sector, where there are streams
of prices and revenues, it is not possible to measure govern-
ment output (with the possible exception of the enterprise
services) using a deflated-value technique (in which revenue
is divided by price to yield a quantity measure).

Another troublesome issue in measuring government pro-
ductivity is whether the measures should focus on govern-
ment outcomes or outputs.® Outcomes are the results of gov-
ernment operations, whereas outputs are what is produced.
For example, the outcome of a job training program might be
the wages that the participants earn once they finish training,
while the output of the program would be the number of indi-
viduals trained. The focus of the Federal Productivity Meas-
urement Program is solely on final outputs.

A large number of different output indicators were used in
developing Federal measurements. While the precise num-
ber of measures varied by year, the 1994 calculations com-
bined more than 2,500 different indicators, including such
diverse items as inspections conducted, licenses processed,
claims paid, kilowatthours generated, outpatient visits con-
ducted, and money orders sold. (See exhibit 1 for additional
examples.) The volume counts for each indicator ranged from
a few dozen in the case of inspector general audits to billions
in the case of mail deliveries.

Federal organizations were encouraged to measure as
many final activities as possible, and most organizations pre-
sented five or more outputs. For those units that produced
multiple outputs, it was necessary to aggregate the individual
activities to create a single organizational output index.

Modern production theory indicates that revenue weights
should be used to aggregate outputs. Alternatively, under
certain assumptions, cost weights can be used. However,
for most Federal outputs, appropriate revenue or cost data
are not available. Federal program calculations used labor
weights because of their ready availability and because of
the close correlation between labor weights and cost
weights.

The procedure used to make the calculations was to apply
fixed, base-year labor weights—specifically, unit labor re-
quirements—to each output activity and sum the results. The
weights were updated every 5 years, and the 5-year segments
were linked to calculate the total index.” The indexes were
computed on a fiscal year basis.®



Audit of operations
Installation audits completed
Pricing proposal audits
Internal operations audited

Buildings, grounds, and equipment
maintenance
Acres of fine lawn maintained
Average square feet cleaned
Minor maintenance items repaired

Education and training
Flight training (student days)
Student enrollment (continuing
education)
Participant training days

Electric power production and
distribution
Kilowatthours generated
Megawatts sold

Finance and accounting
Invoices paid
Insurance claims processed
Domestic payroll accounts
maintained

General support services
Mail items processed
Graphic units produced
Travelers serviced

Information services
Regular reports prepared
News releases published
River stage forecasts made

Legal and judicial activities
Cases disposed
Settlements and decisions rendered
Appellate decisions entered

Mmple output measures by function

Library services
Circulation items loaned
Reference questions answered
Periodicals and new journals routed

Loans and grants
Disaster loans approved
Minority business grants issued
Rehabilitation loan applications
processed

Medical services
Medical care provided (weighted
composite )
Clinical visits made
Outpatient visits conducted

Natural resources and environmental
management
Miles of trails maintained
Pounds of fish raised
River basin studies completed

Personnel investigations
Inspections conducted
Clearances conducted
Position sensitivity determinations
made

Personnel management
Retirement actions completed
Incentive award forms completed
Vacancies filled

Postal service
Letters delivered by class of mail
Express mail delivered
Money orders sold

Printing and duplication
Equivalent sheets printed
Paper copies reproduced
Offset printing impressions made

Procurement
Contract actions completed
Line items purchased
Purchase actions processed

Records management
Records updated
Archival information services
provided '
Reference services completed

Regulation: compliance and
enforcement
Cotton samples classified
Inspections conducted
Cattle herds tested for brucellosis

Regulations: rulemaking and
licensing
Trademark applications disposed
Permits issued or reissued
Licenses processed

Social services and benefits
Compensation claims paid
Hospital insurance claims processed
ss1 change of address made

Specialized manufacturing
Maunitions produced (equivalent
units)
Tons of fertilizer materials
produced
Millions of coins produced

Supply and inventory control
Line items processed
Requisitions processed
Short tons received and shipped

Transportation and traffic
management
Fleet miles operated
Revenue ton-miles of freight and
passengers carried
Icebreaker support days provided
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Federal program inputs and costs were restricted to labor
and labor compensation. Employment indexes were devel-
oped for each organization. The indexes represent the num-
ber of full-time-equivalent employees and are based on an
hours-paid equivalency of 2,087 hours per year. They include
all paid time, vacations, holidays, and sick leave. Also, part-
time and seasonal employment and overtime were included
on a full-time-equivalency basis. All employee years are con-
sidered homogeneous and additive. The indexes do not re-
flect changes in the qualitative aspects of labor, such as skill
and experience.

In the Federal Productivity Measurement Program, pro-
ductivity was computed as output per employee year. The
indexes of output per employee year relate the output of indi-
vidual organizations to the labor required to produce the out-
put. They do not measure the specific contribution of labor,
capital, or any other factor of production. Rather, they reflect

the joint effect of many influences, including changes in tech-
nology, capital investment, capacity utilization, office design
and layout, skill and effort of the work force, managerial abil-
ity, and Federal legislation and regulation.

Total compensation and average employee compensation
indexes were computed for each organization measured.
These indexes included employee wages and salaries, as well
as benefits such as pensions, incentive pay, and health insur-
ance. An index of unit labor cost, which reflects the index of
compensation divided by the index of output, also was calcu-
lated for each organization.

For the purposes of presentation and analysis, the measures
for the individual organizations (255 in 1994) were combined
to create indexes for the total measured portion, the individual
agencies, selected sectors, and 24 functions. Employee-year
weights were applied to each organization’s output to calculate
the output trends for each special tabulation.

Most Federal agencies were included in the data
base, but in some cases it was not possible to ac-

Productivity indexes for total Federal sample, fiscal years commodate the entire organization. For example,
1967-94 only a small part of the Department of State was
[1967 = 100.0] included. The decision whether to include an
Compen- agency in the data base reflected the availability
Fiscal year 2:"::;’;;9; output | EPIOYee | saion per | Unit labor of organizational data, how well the conceptual
year Y °m)',’£’r'°° cost questions concerning the measurement of the
agency'’s output could be resolved, and the organi-
}g?;g }gg:g ]gg:g ]82:(; ]82:8 zation’s willingness to participate. Because of this
103.5 107.2 103.4 112.9 109.3 arrangement, the statistics presented in this article
e 1oes 132 1208 N cannot be characterized as representative of the
106.3 109.1 1025 150.4 1415 total Federal Government; rather, they must be
}gg:g H?Zg 13;:3 }?gg }gg:g viewed simply as reflecting the trends of the orga-
110.3 112.8 102.2 189.1 1715 nizations that were measured.
1123 113.8 101.2 208.9 186.7
v | et |y | %5 | 3 | Overalliends
118.3 1193 100.9 258.9 219.5 .
120.8 122.8 101.6 280.2 2325 Computations show that output per employee year
gg:g ]gg:g 188:2 gg?}:g gg?zg for the measured part of the Federal Government in-
127.3 129.3 101.4 342.7 260.7 creased at an average annual rate of 1.1 percent from
ggg }ggl }gg-g gggg ggig 1967 to 1994. (See table 1.) However, the increase
130.3 138.7 1064 | 3883 | 208.8 varied by period, with a dropoff starting in the mid-
1305 1306 1076 4032 309.6 1980s. From 1967 to 1982, the average annual in-
131.6 1421 108.0 428.6 326.6 crease was 1.5 percent; from 1982 to 1994, the fig-
}gl:g }jg:g }82:; :‘;g-g ggi:; ure was 0.6 percent. During the latter period, the
130.7 142.8 109.3 504.0 386.7 growth rate declined by 0.9 percentage point.’ The
D6 | e | o7 | 3 | 8] | yeariovear change in ouput per employee year
134.3 1471 109.4 578.2 431.9 ranged from an increase of 2.9 percent in 1977 to a
decline of 2.8 percent in 1991. In each of 3 years—
Average annual rates of R .
change (in percent) 1974, 1989, and 1991—there were declines in out-
196794 ..ovvvevrrvrersnerrennreee 1.1 1.4 3 6.7 5.6 put per employee year, and during 2 years—1984
1967-82 15 1.6 0 8.2 6.6 and 1994—there was no change. (See chart 1.)
1982-94 6 1.3 7 4.9 4.3 The overall increase in output per employee year
between 1967 and 1994 reflects an average rise of
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MYear-to-year changes in Federal Government productivity measures, fiscal years 1967-94
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1.4 percent in output and 0.3 percent in employee years. Output
increased every year except for 1991, but over the period meas-
ured, there was a slight decline in the rate of increase in output.
The annual rate of change in employee years from 1967 to 1994
was fairly stable, although it ranged from a high of 2.6 percent in
1968 to a low of minus 1.3 percent in 1993. During 9 separate
years, the measured labor force declined in numbers.

Compensation (that is, salaries, wages, and fringe benefits)
per employee year increased every year. The average annual
rate of change was 6.7 percent between 1967 and 1994, rang-
ing from 11.6 percent (1971) to 2.2 percent (1994). As with
the total economy, there was a diminution of the rate of in-
crease in compensation over the period: from 1967 to 1982,
the average annual increase was 8.2 percent; from 1982 to
1994, it was 4.9 percent.

Unit labor cost, which is total compensation divided by
output, increased at an annual rate of 5.6 percent between
1967 and 1994, as output lagged increases in compensation.
The largest increase was 10.8 percent in 1970, the smallest
1.4 percent in 1986. While unit labor cost in-

recorded by audit of operations, education and training, print-
ing and duplication, records management, and supply and
inventory control, most of which have an important defense
component. Those functions which registered gains include
regulation, legal activities, and social services, areas that have
received increased attention over the past several decades.
Long-term average annual functional output trends ranged
from a rise of 4.7 percent for general support services to a
decline of 2.2 percent for printing and duplication.

Changes in employment trends reflected changes in output,
technology, contracting, laws, regulations, management, and a
number of other factors. For the 24 functions measured, em-
ployment increased in 13, decreased in 10, and remained un-
changed in 1. The long-term average annual employee-year
trends ranged from 3.6 percent for legal and judicial activities
to —2.9 percent for supply and inventory control.

Trends in compensation per employee year tended to be
fairly similar, because pay schedules and rate increases are

creased every year, the rate of increase generally [Rfsls - W2 Averaged an'r:“ug:’rgfgis OLChdfégeteiz ?Ufp':f pe: emp?;’dee :
; year and re! a, by selected functions in the Federa
slowed through time. The average annual change civilian work force, fiscal years 1967-94
from 1967 to 1982 was 6.6 percent, but from 1982
to 1994 it was 4.3 percent. The diminishing rate is , Compen-
areflection primarily of smaller increases in com- Function gm“' plp"o'yz: Output Emﬂ%yr“ sqﬁoln periUnit labor
pensation during the latter part of the period.'° year ey | o
Trends by type of measure Total Federal Sample ............ 1.1 1.4 0.3 6.7 56
: : Audit of operations ..................... 8 -9 -1.7 6.2 5.4
To better identify anq gnderstand th.e fc?rces that Buildings, grounds, and
affect Federal productivity, the organizations were equipment maintenance..........., 2.2 1.0 -1.1 5.8 3.6
s . : Education and training' .............. 4 -1.0 -1.5 6.1 5.6
d'1v1.deq into 24 functional groups based on the Electric power production and
similarity of tasks performed. Indexes were calcu- LU R — -1.0 A 1.4 6.5 7.6
lated for output per employee year, output, em- | Ghance :Sgpiftc‘;:'r‘f,'{c'gs" 38 22 e 2 24
ployee years, compensation per employee year, Information Services ........ 1.8 1.9 .0 55 3.6
and unit labor costs o each function. The func: | Ligaland il achies .| 1| &7 | 38| 80 | o9
tions, which include such diverse activities as au-
diting, medical services, personnel operations, and | geieieSec ) 2L R L g8 | &8
transportation, were developed to provide stand- Natural resources and
: : : environmental management ... 1.0 7 -4 6.0 4.9
ards a_galr_15t which managers could compare their Personnel investigations ............ 23 3.5 1.2 6.8 4.4
organizations’ performance. (See table 2.) Personnel management .. 0 22 23 5.2 5.2
Postal service .......... 1.0 1.9 .9 7.0 6.0
The long-term trends of output per employee | piningang dupiicar 3 22 24 6.3 6.1
year between 1967 and 1994 for the 24 functions Procurement .................... 7 2 -4 4.9 42
ranged from 3.8 percent per year for finance and Records management ................ 2.1 -.6 -2.6 6.3 4.1
accounting to —1.0 percent per year for electric Regulation: compliance
power production and distribution. Most functions Ri’;%,‘;zg’f’?m:gaﬁﬁ"g' """""""" 18 3.9 20 6.5 45
(21 of the 24) showed positive rates of growth over and iCensing ............o.ceueeenneed 2.7 4.6 1.8 6.6 3.8
Social services and benefits ...... 2.5 3.2 7 6.7 4.1
the lo.ng term (See chart 2. . . Specialized manufacturing ......... 2.4 .8 -1.5 6.8 4.3
Shifts in program emphasis and the delivery of | Supply and inventory control ..... 1.8 -1.1 2.9 5.5 36
: : Transportation and traffic
Govemment services since the late 19608 are re- Management ...........cocvrererverens 2.0 22 A 7.1 5.0
flected in output trends. Output declined in about
. i
one-fifth (5 of 24) of the functions. Drops were Beginning in 1968.
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MGrage annual rates of change in output per employee year for the measured portion of the Federal
Government, by function, fiscal years 1967-94

Finance and accounting
Library services
Regulation: rulemaking and licensing
Social services and benefits
Loans and grants
Specialized manufacturing
Personnel investigations
Buildings, grounds, and equipment maintenance
General support services
Records management
Transportation and traffic management
Regulation: compliance and enforcement
Information services
Supply and inventory control
Total measured portion
Natural resources and environmental management
Postal service
Audit of operations
Procurement
Education and training ! §
Printing and duplication
Legal and judicial activities

Personnel management

Medical services

Electric power production and distribution

| ; . !

1 ' T i \
-4 -2 0 2

Average annual percent change
1Measure begins in 1968. 98 pe 9

NOTE: Average annual percent change uses compound rate formula.
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uniform across most functions. The average annual increase
from 1967 to 1994 ranged from 4.9 percent to 7.1 percent,
with increases in the 6-percent range in most of the 24 func-
tions. Even the postal service, which is characterized by union
bargaining over pay and fringe benefits, showed compensa-
tion increases of only 7.0 percent per year.

Because of the relative homogeneity in growth in compen-
sation, those functions that had more rapid advances in output
per employee year generally registered slower increases in unit
labor costs. Finance and accounting, which had the largest rate
of increase in output per employee year, had the smallest rate
of increase in unit labor costs (2.4 percent per year) from 1967
to 1994. At the other extreme, electric power, which had the
largest drop in output per employee year (1.0 percent, on aver-
age) had the largest increase (7.6 percent, on average) in unit
labor costs of the 24 functions.

Productivity trends by function

The productivity movements of individual functions varied
from year to year—quite dramatically for a few functions.
The electric power production and distribution function reg-
istered large year-to-year fluctuations and rapid reversals in
its trends. Between 1967 and 1972, productivity in this func-
tion increased at an average annual rate of 5.6 percent; be-
tween 1972 and 1987, it decreased at an average rate of 6.1
percent per year; and between 1987 and 1994, it increased
annually at 6.0 percent. In more than half the measured years,
output changed by more than 10 percent; in 1978 it jumped
by 23 percent, and in 1982 it dropped by 35 percent. These
fluctuations resulted from oil embargoes, recessions, delays
and cutbacks in nuclear power production, and droughts that
cut hydroelectric production of electricity. While the year-to-
year fluctuations in employment were less dramatic, there
were 10 years in which fluctuations reached 10 or more per-
cent, a highly unusual situation for Government programs.
Furthermore, employment in the electric power function
dropped every year between 1988 and 1994, with an average
annual decrease of 5.8 percent. The decline in employment
was the driving force behind the increase in output per em-
ployee year in recent years.

Several of the functions dominated by the Department of
Defense registered large year-to-year fluctuations in response
to international events. For example, the education and train-
ing function registered nearly an 18-percent drop in output in
1991, as military training was greatly reduced when U.S.
forces were moved to the Middle East; concurrently, produc-
tivity fell by 14 percent.

In finance and accounting, which recorded the highest long-
term increase in output per employee year, productivity grew
in 21 of the years between 1967 and 1994. Output also in-
creased steadily (expanding in 18 of the 27 years), although
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modestly—2.2 percent annually—over the long term. Mean-
while, labor inputs dropped at an annual rate of 1.5 percent.
This was made possible by the implementation of new account-
ing systems and the massive automation of operations such as
the electronic transfer of funds and deposit of payroll checks.

The library function is another area in which technologi-
cal improvements and employee cutbacks had a major im-
pact on productivity. This function showed the second-larg-
est average annual increase in output per employee year (3.7
percent) between 1967 and 1994. Federal agencies have au-
tomated library operations and cut the number of their em-
ployees, and some of the smaller library operations have been
contracted out, particularly since the mid-1980s. From 1967
to 1982, employee years increased at an annual rate of 2.8
percent, but from 1982 to 1994, they decreased 1.3 percent
per year.

The printing and duplication function contained only five
organizations in 1994; in 1983, there were 16. In this func-
tion, both output and input decreased between 1967 and 1994.
A fairly steady drop in output (2.2 percent per year) occurred
throughout the measured period as Federal agencies cut back
the number of documents published, turned to electronic pub-
lishing, increasingly relied on self-service copy centers, and
contracted for services. In response to the drop in output,
employment was reduced (by 2.4 percent per year). The re-
ductions in output and employment resulted in little change
in output per employee year over the long term.

Factors behind the changes

The indexes of output, employment, and output per employee
year measured by the Federal Productivity Measurement Pro-
gram were shaped by a variety of factors, forces, and actions.
At times, change came from management action, as in the
case of the introduction of the computer, restructuring of work
processes, or automation of activities. At other times, it was
due to external forces such as hurricanes, floods, earthquakes,
legislation, and court decisions. But in most instances, change
resulted from some combination or interplay of internal and
external considerations.

From the inception of the Federal Productivity Measure-
ment Program until 1987, Federal managers were queried on
the reasons for the changes in output per employee year in
their programs. Not every agency responded every year, but
most did, particularly in the early years. For several reasons,
including the qualitative nature of the responses, the problem
in attributing change to specific causes, the lack of system-
atic data collection instruments, and the absence of independ-
ent verification of the reasons, it is not possible to draw de-
finitive conclusions from these data. But many of the reasons
for the changes were noted time and again by agency person-
nel, and taken together, they form definite patterns.



The most thorough and systematic analysis of the reasons
underlying the changes in output per employee year comes
from an examination of the 1967-72 data."! The study shows
that the reason given most frequently for a change in output
per employee year was a change in the output; that is, the
managers noted that the index of output per employee year
was driven most often by a change in workload. Sometimes
this resulted from a change in Federal legislation (as in the
case of the rapid growth of medicare and medicaid), the re-
ductions in force following the Vietham war (procurement
actions dropped dramatically), and even the weather (cold
weather prompted an early start in Coast Guard icebreaking
operations one year). Other factors that were frequently men-
tioned included automation, capital investment, and improve-
ments in systems and methods. The computer was often cited
as being the driving force behind the increasing output per
employee year.

Data for the period from 1981 to 1986, the last years for
which the explanatory responses from the study are avail-
able, are sparse. But the conclusions are similar to those for
the 196772 period:!? two factors, the change in the workload
and automation-capital investment, ranked first and second,
and together they accounted for almost three-quarters of the
reasons given by managers for the change in output per em-
ployee year. The 1981-86 period was one of rapid office au-
tomation and the introduction of computers into the financial
arena.

The Department of Treasury moved to the electronic trans-
fer of payments, the statistical agencies (the Census Bureau,
the Bureau of Labor Statistics, and the Bureau of Economic
Analysis) turned to the personal computer, and the State De-
partment automated much of its finances and introduced the
machine-readable passport. In addition, the Bureau of Engrav-
ing and Printing, the Mint, and the Government Printing Of-
fice installed new equipment. The workload increased for the
Railroad Retirement Board because of new legislation,
dropped for the Panama Canal because of the opening of an
oil pipeline, and declined for the Bureau of Land Manage-
ment because of the recession and the ensuing cutback in tim-
ber purchases.

After 1986, reasons for the change in output per employee
year were not collected, but agency personnel were asked to
explain the reason for any change in outputs or employee years
of more than 10 percent in a single year. A tabulation of these
responses for the 1990-94 period showed that in two-thirds of
the cases, a change in outputs was a direct result of a change in
the workload. As in the earlier surveys, a variety of reasons
were given for the changes in workload: hurricanes and earth-
quakes, in the case of the Federal Emergency Management
Agency; the Persian Gulf War in the case of the Maritime Ad-
ministration; an increase in bankruptcies in the case of the Pen-
sion Benefit Guarantee Corporation; and a change in postal

rates in the case of the postal service, among others. Employ-
ment cuts and freezes on hiring were most often mentioned as
the reasons for a decrease in employee years.

Federal-private sector comparisons

The comparison of productivity trends in the Federal Gov-
ernment with those in the private sector was a concern of
those who established the Federal Productivity Measurement
Program since its inception in the 1970s. With today’s inter-
est in downsizing employment and reducing Federal Gov-
ernment services, comparisons of the Federal and private sec-
tors continue to be of interest. Comparative analyses can be
informative and helpful to managers and policymakers. '

The aggregate comparison presented here is of the total non-
farm business sector and the measured portion of the Federal
Government. Such a comparison raises several conceptual con-
cerns. First, the nonfarm business sector output index is a meas-
ure of the preponderant portion of nonfarm business net output
in the United States, while the Federal output index is a meas-
ure of gross output.’* Moreover, the Federal index is based on
a nonrandom sample because of the nonresponse of some or-
ganizations each year. Second, the output mix is quite differ-
ent: nonfarm business output reflects both goods and services,
whereas the Federal Government output comprises mostly
services. Third, nonfarm business outputs reflect final outputs
from the perspective of the nonfarm business sector, while the
Federal outputs measure both final Federal outputs (that is,
those consumed by the public) and intermediate outputs (that
is, those consumed within the Federal Government, such as
personnel operations).!* Fourth, the nonfarm business sector
indexes are based on changing-weight indexes, whereas the
Federal Government’s indexes, as mentioned earlier, are base-
year weighted. And finally, the Federal Government indexes
reflect the Federal fiscal year, while the nonfarm business in-
dexes are based on the calendar year.

With these limitations in mind, it is interesting to note that,
between 1967 and 1994, both Federal and nonfarm business
productivity grew at modest rates. Productivity advanced by
1.1 percent per year in the measured portion of the Federal
Government and by 1.4 percent in the nonfarm business sec-
tor. However, the rates do vary by period: nonfarm business
and Federal Government productivity increased at the same
rate, 1.5 percent, between 1967 and 1982, but, as noted ear-
lier, the Federal Government’s rate of productivity growth
slowed over the latter part of the measured period, so that
from 1982 to 1994, the average annual increase was 0.6 per-
cent, while nonfarm business growth was 1.3 percent.

FOR MORE THAN A QUARTER OF A CENTURY, productivity statis-

tics were collected and published on Federal Government op-
erations. These statistics suggest the following:
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1. There was a small, but steady, increase in Federal Gov-
ermment output per employee year between 1967 and 1994.

2. There was a dropoff in the rate of increase in output per
employee year of the Federal Government beginning in the
mid-1980s.

3. When the Federal Government productivity data are
separated and examined by major function, different trends—
indeed, sometimes dramatically different trends—are seen.

4. The overall average annual increase in productivity of
the Federal Government approximated that of nonfarm busi-

Footnotes

ness between 1967 and 1982, but lagged behind it from 1982
to 1994; however, the different approaches to the measure-
ment of productivity in the two sectors of the economy dic-
tate caution in these comparisons.

5. Many of the economic and technical forces that shaped
nonfarm business sector productivity, such as oil embargoes,
weather disturbances, the automation of communication, and the
computer revolution, affected Federal Government operations
and productivity. Thus, it is not especially surprising to encoun-
ter similar long-term productivity trends in the two sectors. [
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