
  Compensation and Working Conditions  Fall 2001     29

T
he 1970sCompensation in the 1970s

Partly reflecting an oil embargo in
1973 and disruptions to the oil
supply in 1979, the economy in

the 1970s experienced periods of infla-
tion, recession, and high unemploy-
ment.  The economic conditions led to
price controls and new and enhanced
programs to combat poverty and un-
employment.  The decade also saw the
United States' continued presence in
Vietnam, a conflict that brought sub-
stantial political and social unrest to
the country.  The decade was also
marked by a growing importance of
women in the workforce, as well as an
aging of the workforce.  During this
period, there were important legislative
and legal changes affecting compen-
sation and workplace issues.

Inflation, recession, and high un-
employment
For many, the 1970s was a decade of
pessimism. It opened with a recession
in 1970 and the painful ending of the
Vietnam War. Memories of the Great De-
pression made policy makers unwilling
to use restrictive monetary and fiscal
policy to contain inflation, because it
was felt that the associated increase in
unemployment would be unaccept-
able.1  Instead,  wage and price con-
trols were introduced in August 1971.2

An oil embargo, in 1973, brought on by
the Organization of the Petroleum Ex-
porting Countries (OPEC), led to rapid

inflation and a recession; and there was
another round of disruptions to the oil
supply in 1979.

Both the civilian unemployment rate
and the rate of change in consumer
prices deteriorated in the second half
of the decade. Between 1970-74, the
average annual unemployment rate
was 5.4 percent, while the average an-
nual change in the Consumer Price In-
dex (CPI) was 6.6 percent. From 1974-
79, the figures edged up to 7.9 percent
for unemployment and 8.1 percent for
the CPI.

This decade was also marked by a
number of large, highly publicized la-
bor disputes. For example, in 1970, al-
most 210,000 postal employees walked
off their jobs—the first mass work stop-
page in the history of the U.S. Postal
Service. In the same year, four railroad
unions conducted a 1-day nationwide
railroad strike.  In 1971, two longshore
strikes closed all major ports on the
East, Gulf, and West Coasts; West
Coast longshore workers resumed their
strike after an emergency dispute in-
junction temporarily halted the walk-
out. In 1975, 80,000 employees of Penn-
sylvania conducted the first legal strike
by State workers. In 1977-78, miners
conducted one of the longest strikes
in the coal industry. The decade ended
with a 10-day nationwide strike by
219,400 over-the-road and local truck-
ers in April 1979.
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Total compenation 100.0 100.0 100.0 100.0

Wages and
salaries 80.4 79.8 74.8 73.0
Total benefits 19.6 20.2 25.2 27.0
Paid leave 5.9 6.2 6.9 7.0
Supplement pay 3.8 3.1 3.1 2.3
Insurance 2.0 2.6 4.0 5.5
Retirement and
  savings 2.6 3.3 4.3 3.8
Legally required 5.2 5.0 6.9 8.4
Other benefits 0.1 - - 0.1

Through the tumult, there was a
continued change in the relative impor-
tance of benefit costs as a percent of
compensation, rising from about a fifth
of total compensation in 1970 to more
than a quarter in 1986. Every measured
benefit—the relatively small “supple-
mental pay’’excepted—increased as a
share of the compensation package.

During the 1970s, there were some
important legislative and legal changes
affecting compensation and workplace
issues. Among the most important were
the Employee Retirement Income Se-
curity Act of 1974 (ERISA) and the
Revenue Act of 1978. ERISA regulated
private pensions and imposed finan-
cial and accounting controls. ERISA
also established the Pension Benefit
Guaranty Corporation to ensure that
workers would be paid their vested
pension benefits, if their pension plans
were terminated. The Revenue Act en-
couraged flexible benefit plans, and cre-
ated the 401(k) defined contribution re-
tirement savings plan. It also allowed
employees to make elective pre-tax con-
tributions to a variety of savings ve-
hicles, such as saving, profit sharing,
and employee stock ownership plans.
In retrospect, these laws were extremely
important, as they contributed to the
change in the share of compensation
accounted for by pensions and other
retirement benefits.

Other important legislation that af-
fected active and retired workers with-
out necessarily affecting compensa-
tion directly included the Occupational
Safety and Health Act of 1970, which
authorized the Secretary of Labor to
establish occupational safety and
health standards in the workplace; the
Comprehensive Employment Training

Act of 1973, which consolidated and
decentralized Federal employment pro-
grams and provided funds to State and
local governments who sponsored
employment services; and the 1974
amendment to the Social Security Act,
which provides automatic cost-of-liv-
ing adjustments, based on the Bureau’s
Consumer Price Index.

Implementation of wage and price
controls showed a need for a compre-
hensive measure of labor cost changes
that was not affected by factors such
as changes in overtime hours or shifts
in employment among industries and
occupations.3 As a result, the Employ-
ment Cost Index (ECI) was born. The
ECI was designed to:

• Be a timely and comprehensive
measure covering all elements of em-
ployee compensation (wages, salaries,
and benefit costs) and all employees in
the U.S. civilian economy.

• Be a fixed-weight index free from
the influence of employment shifts
among occupations, industries, and es-
tablishments with different wage and
compensation levels.

• Include internally consistent
subseries (for example, occupational
and industry groups) that describe the
forces contributing to aggregate wage
and compensation change.

The ECI, first published for the pe-
riod September-December 1975, initially
covered wage and salary changes for
the private nonfarm economy. Changes
for broad occupational and industrial
groups, as well as changes by union
status, geographic region, and area size
were also presented. Although only a
few new ECI series were added in the
latter half of the 1970s, work was done
to make possible publication of indexes
for benefit costs and total compensa-
tion and to include State and local gov-
ernment workers.

In 1973, the General Accounting
Office (GAO) issued a report on the
Bureau’s white-collar pay survey—the
Professional, Administrative, Techni-
cal, and Clerical survey (PATC)—em-
phasizing the need to expand the cov-

erage of the survey. In the mid-1970s,
the Bureau took action on GAO recom-
mendations to improve the PATC sur-
vey, by expanding occupational cov-
erage from 72 occupational work levels
in 1975 to 100 in 1982. During the 1970s,
BLS also developed a comprehensive
training program, instituted a new qual-
ity measurement program, and con-
ducted additional research to review
and improve occupational definitions
used in the survey.

In the late 1970s, at the request of
the U.S. Civil Service Commission (now
the Office of Personnel Management),
the Bureau began gathering data on
employee benefit plan provisions. The
program, first called the Level of Ben-
efits survey (LOB) and then the Em-
ployee Benefits Survey (EBS), was de-
signed to provide information
necessary for the Federal pay compa-
rability process established by the Fed-
eral Reform Act of 1962 and later by the
Federal Pay Comparability Act of 1970.
Combining the LOB data with white-
collar pay data was designed to help
the Office of Personal Management
compare compensation of Federal and
private sector employees.

In 1979, a test survey was conducted
in conjunction with the Bureau’s col-
lection of white-collar salary data that
had the same industry and size-of-es-
tablishment restrictions. The test col-
lected data for full-time workers on plan
provisions and participation for six paid
leave items, including sick, holiday, and
vacation pay; health, life, and disabil-
ity insurance; and pension plans.

During the 1970s, the Bureau con-
tinued to enhance its Industry Wage
(IWS), Area Wage (AWS), and Service
Contract Act (SCA) surveys—the lat-
ter to help ESA administer the SCA. The
Bureau produced about 50 manufactur-
ing and 20 nonmanufacturing industry
wage surveys on a regularly recurring
basis, and, in 1972, improved its AWS
surveys by publishing indexes that
used matched establishments. The SCA
surveys, essentially the same as AWS
surveys—except they were funded by
the Employment Standards Administra-
tion (ESA) to fulfill its responsibilities
under the Service Contract Act—were

Compensation
component 1966 1970 1977 1986



  Compensation and Working Conditions  Fall 2001     31

T
he 1970s

expanded from 65 in 1974 to 150 in 1977.
During the mid- to late-1970s, the

Bureau also conducted surveys of in-
dustries and occupations that were ex-
empt from FLSA minimum wage and
overtime coverage. The ESA used sur-
vey results as part of a process to de-
termine whether or not to continue
these exemptions.

Reflecting a need for programmatic

improvements in its major collective
bargaining settlements program, the
Bureau made a number of changes in
the data elements it collected and pub-
lished for that program series. BLS be-
gan publishing a separate series for the
construction industry, covering settle-
ments for 1,000 workers or more. This
new series provided two types of data
on wage-benefit changes. One showed

the annual rates of scheduled increases
over the life of the agreement; the other
showed the first-year increase. Another
enhancement in the program came in
1974, with publication of quarterly ef-
fective wage adjustments. Additionally,
in 1979, a biannual series showing
changes in the cost of bargaining settle-
ments covering 5,000 workers or more
in State and local governments was in-
troduced.

1 J. Bradford De Long, “America’s Only
Peacetime Inflation: the 1970’s” (Cambridge,
MA, National Bureau of Economic Research
and University of California at Berkeley,

1995).
2 There were other parts to the economic

package, including a 90-day freeze on wage
and price increases and elimination of gold-

dollar convertibility.
3 Norman J. Samuels, “Developing a gen-

eral wage index,” Monthly Labor Review,
March 1971, pp. 3-8.

Table 4-1.  Composition of compensation costs in selected years, private industry workers

Compensation component 1977 1986     1990

Total compensation ................................... 100.0 100.0 100.0
Wages and salaries .................................. 74.8  73.0  72.4
Total benefits ........................................... 25.2  27.0  27.6

Paid leave .........................................  6.9   7.0   6.9
Supplemental pay ............................... 3.1   2.3   2.5
Insurance ..........................................  4.0  5.5   6.1
Retirement and savings ....................... 4.3  3.8   3.0
Legally required benefits ......................  6.9 8.4   9.0
Other benefits ....................................  - .1    -

 NOTE:  Data for 1977 were obtained from the Employers Expenditures for Employee Compensation
survey and related to the average for the entire year.  Data for the other years are from the Employer
Costs for Employee Compensation Survey and relate to March.  While the data from the two surveys
are not entirely comparable, they are similar.


