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Real gross domestic product has been increasing 
since the first quarter of 1991 and passed its prereces
sion level in the third quarter of 1992. Technically 
this means the recession is over, but many people find 
this hard to believe. The chart below gives one reason 
why. It compares nonfarm payroll employment for 
the twenty-one months after the March 1991 trough 
of economic activity to the average 
recovery of employment following the 
low points of seven previous recessions.1 
Twenty-one months after previous 
roughs, employment had increased by 
6.8 percent on average. The smallest 
increase was 4.8 percent following 
the 1961 trough. For the most recent 
period, March 1991 through December 
1992, employment grew by only 
0.3 percent.

One illuminating facet of the recent 
employment situation can be examined 
by dividing unemployed people into 
four groups: job losers, job leavers, 
those reentering the labor force, and 
those entering for the first time. In 
contrast to previous recoveries, after 
the business cycle trough in March 1991 
the number of people unemployed 
because they lost their jobs continued 
to rise for more than a year while num
bers of new entrants, reentrants, and 
job leavers followed a pattern similar

to previous recoveries. Thus the small employment 
increase has comprised a relatively large number of 
people still losing jobs barely offset by a slightly 
larger number of people finding new jobs.

Why has employment growth been so weak? One 
reason is that output growth has also been weak during 
this recovery. A complementary reason is that pro
ductivity growth has been fairly strong. Expanding 
businesses have thus been able to produce additional 
output without hiring many new employees.

— Joseph A. Ritter
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1 The recovery following the July 1980 trough is excluded because 
another recession started only a year later.
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