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STUDY SHOWS HOW PRODUCTI VI TY AND ECONOMI C GROWTH HAVE BEEN REDUCED BY 

ENVI RONMENTAL PROTECTI ON REQUI REMENTS,  EMPLOYEE SAFETY PROGRAMS,  AND CRI ME

BUREAU^ OF

E C O N O M IC  ANALYSIS

BEA 78- 13

Cost s ar i si ng f r om pr ot ect i on of  t he envi r onment ,  pr ot ect i on of  empl oyee 

saf et y,  and cr i me hel p t o expl ai n why pr oduct i vi t y gai ns have sl owed i n r ecent  

year s,  accor di ng t o an ar t i cl e appear i ng i n t he Januar y i ssue of  t he S u rv ey  o f  

C u rre n t  B u s in e s s , a mont hl y magazi ne publ i shed by t he Commer ce Depar t ment  s

Bur eau of  Economi c Anal ysi s.

I n " Ef f ect s of  Sel ect ed Changes i n t he I nst i t ut i onal  and Human Envi r on
ment  Upon Out put  per  Uni t  of  I nput "  Edwar d F.  Deni son,  a Seni or  Fel l ow of  
t he Br ooki ngs I nst i t ut i on,  exami nes t he ef f ect  on pr oduct i vi t y exer t ed by
( 1)  new r equi r ement s t o pr ot ect  t he physi cal  envi r onment  agai nst  pol l ut i on,
( 2)  i ncr eased r equi r ement s t o pr ot ect  t he saf et y and heal t h of  empl oyed 
per sons;  and ( 3)  r i se i n di shonest y and cr i me.

Deni son f i nds t hat  out put  per  uni t  of  i nput  i n t he nonr esi dent i al  busi ness 
sect or  of  t he economy was 1. 8 per cent  smal l er  i n 1975 t han i t  woul d have been 
i f  busi ness had oper at ed under  1967 condi t i ons.  Of  t hi s amount  he ascr i bes
1. 0 per cent  t o pol l ut i on abat ement ,  and 0. 4 per cent  each t o empl oyee saf et y 
and heal t h pr ogr ams and t o t he i ncr ease i n di shonest y and cr i me.  Deni son s 
anal ysi s i s i n t er ms of  out put  per  uni t  of  i nput ,  i . e.  i t  t akes i nt o account  
not  onl y t he l abor  used i n pr oduct i on,  but  al so capi t al  and l and,  and r el at es 
t o t he sect or  of  t he economy f or  whi ch pr oduct i vi t y measur ement  i s most  cl ear -  
cut ,  t he nonr esi dent i al  busi ness sect or .

Deni son' s est i mat es show t hat  by t he mi d- 1970' s t he t hr ee f act or s wer e 
i mpor t ant l y r et ar di ng t he gr owt h of  pr oduct i vi t y.  " Toget her ,  t hey subt r act ed 
0. 2 per cent age poi nt s f r om t he per cent age change i n out put  per  uni t  of  i nput  

£  i n 1973,  0. 4 poi nt s i n 1974,  and 0. 5 poi nt s i n 1975. "



" A r educt i on of  0. 5 per cent age poi nt s i n t he annual  gr owt h r at e,  t he 
r educt i on r eached i n 1975,  i s equal  t o a l ar ge f r act i on of  t he gr owt h r at es 
t hat  have been achi eved i n t he past .  For  exampl e,  i t  i s equal  t o near l y 
one- f our t h of  t he annual  gr owt h r at e of  out put  per  uni t  of  i nput  f r om 1948 
t o 1969 ( 2. 1 per cent )  and near l y one- f i f t h of  t he gr owt h r at e of  out put  per  
per son empl oyed dur i ng t hat  t i mespan ( 2. 6 per cent ) .  The f r act i ons ar e even 
l ar ger  i f  compar i sons ar e made wi t h mor e r ecent  gr owt h r at es,  whi ch ar e 
l ower  f or  ot her  r easons besi des t he i mpact  of  pol l ut i on abat ement ,  empl oyee 
saf et y pr ogr ams,  and cr i me. "

Est i mat es pr ovi ded i n " Ef f ect s of  Sel ect ed Changes i n t he I nst i t ut i onal  
and Human Envi r onment  Upon Out put  per  Uni t  of  I nput "  ar e par t  of  a compr e
hensi ve st udy of  U.  S.  economi c gr owt h i n whi ch Deni son i s engaged.  The 
est i mat es ar e t o ai d anal ysi s of  gr owt h and pr oduct i vi t y,  not  t o j udge t he 
wi sdom of  gover nment  pr ogr ams,  whi ch have benef i t s as wel l  as cost s.

S u rv ey  o f  C u rre n t  B u s in e s s i s avai l abl e f r om t he Super i nt endent  of  
Document s,  U.  S.  Gover nment  Pr i nt i ng Of f i ce,  Washi ngt on,  D. C.  20402.
Fi r st  cl ass mai l :  annual  subscr i pt i on $31. 00 domest i c,  $38. 75 f or ei gn;
si ngl e i ssue,  $2. 75 domest i c,  $3. 45 f or ei gn.  Second cl ass mai l :  annual
subscr i pt i on $19. 00 domest i c,  $23. 75 f or ei gn;  si ngl e copy $1. 60 domest i c,  
$2. 00 f or ei gn.
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