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To subscribe to this publication call (215) 574-
6428.  This publication can be found on the
Internet using the World Wide Web at 'http://
www.phil.frb.org'.

First Quarter 1998

The region’s economy continued to
grow in the first quarter of 1998, and
area businesses expect further improve-
ments over the near term. The firms
polled for the first-quarter South Jersey
Business Survey reported continued
increases in sales and shipments.
Employment growth also picked up.

Current Indicators Remain Positive
 The survey’s broadest measure of

overall economic performance, the
general activity diffusion index for
individual companies, edged slightly
higher in the first quarter, increasing to
32.6 from 26.2  in the fourth quarter (see
Chart 1). Nearly 50 percent of the firms
indicated a higher level of activity in the
first quarter compared with the fourth
quarter, while 17 percent reported a
lower level.

South Jersey businesses surveyed
perceive that general business activity
also improved in both the U.S. and in the
state during the quarter. The U.S. index
was up slightly, but business activity in
the state declined slightly, to 17.1 from
22.7. For the South Jersey region, the
index was unchanged at 22.0.

Firms report continued steady
growth of  sales during the first quarter.
The overall sales and shipments index
improved modestly, to 34.8 from 26.9;
more than 50 percent of firms reported
sales growth during the quarter, and 16
percent reported declines.

The current employment index also
improved, to 16.4 from 14.5, and has
remained positive for nine consecutive

quarters. In the first quarter, 27 percent
of the businesses polled reported
increases in the number of employees
during the quarter; 11 percent reported
reductions in their work force. Increases
in the average hours worked were
reported by 35 percent of the firms; only
5 percent reported declines.

A special survey of participants in
the South Jersey Business Survey was
conducted in March to gather some
details on labor-market conditions. Fifty-
seven percent of the firms responding to
the survey indicated they were experi-

encing difficulty hiring new workers; 43
percent reported no difficulty. Firms
having difficulties are undertaking a
broad range of measures to alleviate the
hiring problem (Table 1). The most
frequent response was an attempt to raise
efficiency, and more than half the firms
experiencing difficulty hiring were
raising base wages.
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Input Pressures Moderate and Own
Prices Hold Steady

A slightly lower percentage of
firms (35 percent) reported increases in
wages during the first quarter than in
the previous survey (42 percent). The
current wage cost index decreased to
33.4 from 42.1. The current benefits
cost index also declined slightly, to
29.8 from 31.7.

For raw materials and other
purchased inputs, 14 percent of the
firms reported increases in prices; only
7 percent reported reductions. The
current prices paid index decreased to
7.1 from 20.7, the lowest reading of
this index since the survey started in
1991. When asked about their own
prices, 61 percent reported them
steady, and the percentage reporting

Table 1
Labor-Market Conditions

March 1998

Fifty-seven percent of the firms responding to the special survey indicated they were experiencing difficulty
hiring new workers; 43 percent reported no difficulty. Tabulations of measures taken to alleviate the
problem are presented below.

Measures Taken Percent of Firms

Raising base wages 52.1

Increasing targeted wages 37.5

Hiring bonuses 20.8

Hiring temporary workers 33.3

Seeking efficiency gains 58.3

Training lesser-skilled workers 47.9

Passing up business  8.3

Other*  37.5

*Included the following: seeking employee referrals, paying for overtime, using co-op students, outsourcing,
paying performance bonuses, paying relocation expenses, using advertising and other recruiting efforts
more.

 Responses sum to more than 100 percent because respondents could give more than one answer.

decreases (16 percent) was slightly
higher than that reporting increases (15
percent).

Expectations of Further Growth Are
Favorable

Most of the firms polled expect
continued economic growth at the
national, state, and regional levels
through the next six months. More than
25 percent of those surveyed expect
improvement in the national and state
economies, and a slightly higher percent-
age (33 percent) expect growth in the
region. But a much higher percentage
(53 percent) expect improvement in their
own business over the next six months.

Optimism is also evident in firms’
forecast for employment growth at their
companies.  Although firms are expect-

ing to pay higher costs for labor and
benefits packages, nearly 32 percent of
the companies expect to hire additional
workers over the next six months.
Weekly hours are also expected to
increase.

Summary
The South Jersey Business Survey

suggests that the region’s economy
continued to grow at a steady pace in the
first quarter. More than half of the
respondents indicated growth in sales
and shipments, and more than one
quarter of firms reported higher employ-
ment. Responses regarding both input
and output prices suggest nearly stable
prices. Our respondents expect economic
growth to continue over the next six
months.
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