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Abstract

Real compensation per hour has increased more slowly in the ambulatory health sector than in the
rest of the economy.

In terms of worker purchasing power, real (inflation-adjusted) hourly compensation in ambulatory health
care has matched changes in hourly output over the long haul (figure 11.3a). This might seem unremarkable
except that it deviates from the experience in the private sector generally. In most of the economy, inflation-
adjusted hourly compensation increased in the 20 years starting in 1987. However, it did not rise as quickly
as changes in real hourly output over the same period.
∗Version 1.1: Sep 26, 2013 2:11 pm -0500
†http://creativecommons.org/licenses/by/3.0/

http://https://hub.mili.csom.umn.edu/content/m10106/1.1/



Medical Industry Leadership Institute Open Education Hub module: m10106 2

In ambulatory health services, real hourly compensation rose far more rapidly than either hourly com-
pensation in the rest of the economy or hourly output in that industry. Subsequently, however, compensation
steadily declined from its "excess" level in 1992 to a level more comparable with the change in hourly output
by 2007. This is more in line with conventional economic theory that wages generally will reflect the pro-
ductivity of labor. However, this compensation index measures wages in terms of worker purchasing power
(as previously written, by dividing by the PCE price deflator to remove the effects of general inflation).

An alternative approach divides by the price of business output. This reflects the price of what a worker
can produce in an hour. Doing this (figure 11.3b), the private sector shows a much tighter fit between
changes in hourly output and what is paid to labor (although in recent years, compensation again has begun
to lag behind higher productivity).
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The facts in the ambulatory care sector are quite different. Although labor productivity increased by 10
percent over this period, hourly compensation declined by approximately the same amount. This reflects
the fact that prices in the ambulatory health care sector have outpaced worker productivity gains. If prices
rose in parallel with productivity gains—as apparently they do in the private sector generally—then real
compensation for ambulatory services workers would have risen 10 percent also.

Briefly, real hourly compensation has risen less rapidly in the ambulatory health sector than in the rest
of the economy. This reflects the reality that hourly productivity gains in that sector likewise have been less.

1 Downloads
Download PowerPoint versions of both figures.

• Figure 11.3a Image Slide (as it appears above)1
• Figure 11.3a Editable Slide (can be formatted as desired)2
• Figure 11.3b Image Slide (as it appears above)3
• Figure 11.3b Editable Slide (can be formatted as desired)4
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1http://https://hub.mili.csom.umn.edu/content/m10106/latest/11.3aIMG.ppt
2http://https://hub.mili.csom.umn.edu/content/m10106/latest/11.3aDATA.ppt
3http://https://hub.mili.csom.umn.edu/content/m10106/latest/11.3bIMG.ppt
4http://https://hub.mili.csom.umn.edu/content/m10106/latest/11.3bDATA.ppt
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