Third Quarter 1999

Firms responding to the third-quarter
South Jersey Business Survey reported a
continuation of growth in their businesses
during the quarter. The responses, however, suggest some significant slowing in
the pace of growth. Expectations of growth
over the next six months remain relatively
optimistic, and one-third of the firms anticipate employment increases.
Indicators Remain Positive
But Are Weaker Than in Recent Surveys
The index of general business activity
for firms in the survey declined from 32.1 in
the second quarter to 16.7 in the third quarter
(see chart). Although nearly 37 percent of
the firms indicated an increase in business
activity during the third quarter, 20 percent
reported declines. In the previous quarter 47
percent of respondents reported increases,
and 15 percent reported decreases in business activity. The changes suggest a slowing in growth of overall business activity
during the quarter. A slowing of growth is
also reflected in other indicators for the third
quarter. The current sales index declined
precipitously from 42 in the second quarter
to 7.8 in the third quarterthe largest onequarter decline in the index since its inception in 1991. The index measuring quarterto-quarter changes in customer traffic or
inquiries fell from 32.1 to 12.2.
Respondents perceptions about the
pace of national, state, and regional economic growth changed quite dramatically
during the third quarter. The index of national business activity, reflecting respondents perceptions of growth in the national
economy, fell from 27.2 in the second quarter
to 2.2. Similarly, the index of state activity fell
from 22.3 to 1.1, and the regional index fell
from 22.3 to 2.2.

Employment during the quarter was
reported higher at 30 percent of the firms,
down from 35 percent reporting employment
increases in the second quarter. Moreover,
the current employment index fell from 28.4
in the second quarter to 16.7 in the third
quarter. On balance, weekly hours continued to rise but at fewer companies: the
current weekly hours index remained positive but declined from 24.7 in the second
quarter to 16.6.
Costs Rise but Output Prices Are Steady
Firms reported a stronger rise in both
labor and nonlabor costs in the third quarter
but no upward pressure on output prices.
Higher wage costs were reported by 33 percent of the firms; 32 percent reported higher
benefits costs. The current wage cost diffusion index increased modestly from 29.6 to

32.2, and the current benefits cost index
increased from 16 to 30. Prices of raw materials were reported higher by 26 percent of
the firms, and the current prices paid index
increased from 16.1 to 25.6. Despite increases in costs, there was little evidence of
upward movement in output prices among
reporting firms. Nearly 67 percent of firms
reported steady output prices during the
quarter, and the percentage of firms reporting lower prices (12 percent) was higher than
the percentage reporting higher prices (10
percent). The current prices received index
fell from 17.3 to -2.2.
To subscribe to this publication call (215) 5746428. This publication can be found on the
Internet using the World Wide Web at 'http:/
/www.phil.frb.org'.
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Own-Company Outlook Remains Favorable
Firms expect growth in their businesses
to continue over the next six months. More
than 40 percent anticipate increases in
business activity; 13 percent expect declines.
The future index of company business activity fell only slightly from 32.1 to 27.8 (see
chart). As in previous surveys, a much
larger percentage of firms expect improvements in their own businesses (41 percent)
than expect increases in the economy of the
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nation, state, and region (about 19 percent).
Indeed, over 44 percent of firms anticipate
growth in sales at their own firms over the
next six months, and 33 percent expect to hire
additional workers. The future employment
index reflected this optimism, increasing
slightly from 22.2 to 26.6.
Summary
Survey measures indicate that the third
quarter was a period of growth for South

Jersey businesses, but the balance of evidence suggests that growth may have slowed
at the end of the quarter. Current indicators,
while still positive, fell from previous readings. Moreover, perceptions about improvements in the U.S., state, and regional economies were less in evidence. Expectations for
growth of individual companies remain buoyant, but there is less optimism about further
improvements in the broader national
economy over the near term.

