Survey: Half of American workers haven't gotten a pay
boost this year
B
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The job market may be booming, but many Americans aren't feeling it in their wallets.

Half of U.S. workers haven't received a pay boost in some form over the past 12 months,
according to Bankrate’'s December Financial Security Poll. That includes receiving a raise,
taking a job with better pay or both.

The lack of pay increases comes at a time when job growth appears to be booming. U.S.
employers have added new positions for a record 110 straight months, and the
unemployment rate has plunged to a 50-year low.

The survey's findings are also illustrative of a broader economic trend. Typically, as the
pool of available workers starts to thin, research suggests that employers will boost pay
to recruit more. For much of the expansion, however, that hasn't happened.

[READ: Despite the lowest unemployment rate in 50 years, many remain

discouraged]

But even though parts of the survey looked bleak, other figures suggest that the picture
may be getting a little brighter. Nearly 49 percent of Americans reported seeing higher
pay this year, up from 38 percent last year and the highest since 2016, according to the
survey.

“Low unemployment and a tight labor market with more than one million open, unfilled
jobs is benefiting workers, with more reporting pay raises and finding better paying jobs
than each of the last three years,” says Greg McBride, CFA, Bankrate chief financial
analyst.

Weak worker pay part of the economic story

Worker pay has been slow to climb throughout the current expansion — and the fact
that many Americans aren’t seeing raises could be a reason why.

Average hourly earnings grew by 3.1 percent from a year ago, according to the
Department of Labor's November jobs report. But wages didn't breach 3 percent annual
growth until October 2018 — a threshold that economists say should’'ve happened much
earlier.
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“All of this has been puzzling,” says Tara Sinclair, economics professor at George
Washington University and senior fellow at the Indeed Hiring Lab. “It doesn't fit with the
standard models of employment. Given that we're near record-low unemployment rates,
we would think we would be at record high wage growth.”

Even the Federal Reserve is starting to pay attention. Fed Chair Jerome Powell noted
during his semiannual congressional testimony in July that the labor market might not be
booming as much as the headline numbers suggest. If it were, more workers would be
seeing pay gains.

These conditions all influenced the Fed to reduce rates three times in 2019. The Fed
mainly wanted to fend off downside risks to ensure that the economic expansion
continued. The longer the good times last, the more likely it'll pull in the Americans who
have been left behind.

“Prosperity isn't experienced in all communities,” Powell said in July. “Low- and moderate-
income communities in many cases are just starting to feel the benefits of this
expansion.”

The Fed has been saying that the U.S. economy is “at or near full employment” since the
rate reached about 5 percent. U.S. central bankers care about full employment because
it often leads to inflation, as employers boost pay. Today, however, the unemployment
rate is even lower — 3.5 percent — while inflation is low.

Powell and Co. are convinced there must be more workers on the sidelines. That's likely
so, with the labor force participation rate still holding at historic lows.

Low interest rates would help the labor market run a little hotter, creating more
opportunities and pulling those potential employees back in, says Jesse Rothstein,
economics and public policy professor at the University of California, Berkeley, who
directs the Institute for Research on Labor and Employment.

“One piece of this is that the Fed has to keep allowing the labor market to keep chugging
away,” Rothstein says. “As the labor market has gotten stronger, many of those workers
have come back to work.”

Economists also cite a number of other structural changes within the labor market.
Globalization matched with decreasing unionization might be a big part of weak wage
growth, Rothstein says. Employers may also have more market power today, he says.

Raises differ by reason, demographic

Of the near 49 percent who did see higher pay over the past 12 months, about 28
percent received a raise, while 12 percent found a better paying job and 10 percent
found both.
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The majority of those who saw a raise weren't just compensated with the standard “cost-
of-living” adjustment. Nearly 2 out of 5 (or 38 percent) saw extra compensation for their
performance, while 31 percent were promoted or given new responsibilities. The typical
“cost-of-living” increase accounted for less than a third (or 26 percent) of workers who
reported getting a raise.

But those performance-based raises differed across age groups. Half of all baby
boomers who got a pay raise received a performance-based boost. That compares with
32 percent of millennials and 40 percent of Gen-Xers.

Promotions and responsibilities, on the other hand, were more likely for other cohorts.
More than a third (or 34 percent) of millennials got a raise by progressing to a higher-
level role. Meanwhile, 22 percent of Gen-Xers and 27 percent of boomers saw pay boosts
for these reasons.

Thirty-five percent of millennials were also more likely than any other generation to leave
for a better paying job, according to the report. By contrast, 19 percent of Gen Xers and 9
percent of baby boomers took this route.

“Millennials are the largest part of the labor force today, being more likely to get
promotions than raises,” Sinclair says. “They are in the part of their career when they
would be looking for promotions, and there are various studies that have described that
millennials in general are very attracted to more autonomy or a higher title. That can
compensate them when you can't offer them a raise.”

Those with lower income and education levels were less likely to see a pay raise,
according to the survey. The majority (or 64 percent) of households making less than
$30,000 didn’t see any kind of boost to their pay in the past 12 months. That compares
with 52 percent of those making between $30,000 and $49,999; and 43 percent of those
who make between $50,000 and $74,999.

More than half (or 56 percent) of college graduates made more money over the past 12
months, which includes accepting more pay, taking a better job or both. But 45 percent
of those without a college degree experienced those same opportunities over the past
year.

Women were more likely to report no change in pay, with 53 percent reporting no raise
compared with 47 percent for men. But 13 percent found a better-paying job, compared
with 10 percent of men.

[READ: The 9 smartest things to do with your year-end bonus]

Confidence in job market persists

Despite how slowly wages have climbed, Americans are still confident in the strength of
the labor market. Thirty percent of workers have increased confidence in the job market

over the past 12 months, while 58 percent say they feel about the same, according to the
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survey. Twelve percent report feeling worse.

Republicans were the most likely to report feeling increasingly confident about the labor
market. Nearly half (or 49 percent) reported that they were more confident, compared
with 19 percent of Democrats and 26 percent of independents.

About one in four (or 26 percent) respondents intend to look for a better job in the next
12 months, little changed from 25 percent last year. But some brighter spots were found
within the details. Households that bring in less than $30,000 a year were most likely to
look for a new job over the next 12 months, with nearly two out of five (or 37 percent)
reporting so. Those with no more than a high school diploma also looked more willing to
start their job search, with 33 percent reporting, as opposed to a quarter of those who
have some college and 20 percent who have a degree.

Continuing the trend, millennials were most likely of any generation to want to search for
a new job. Thirty-three percent reported that they were going to kick start their job
search over the next 12 months, compared with 21 percent of Gen Xers and 20 percent
of baby boomers.

What this means for you

Given how low wage growth has been, it might be hard to feel as if searching for a new
job will fix the problem. But it's worth a shot, and your lifetime earnings are critical to
your overall financial wellbeing.

“The ability to earn more money can be a much-needed boost to the finances of many
Americans, if properly deployed,” McBride says. “Padding emergency savings, increasing
retirement contributions and paying down debt are all prudent moves to make with the
additional money in the paycheck.”

Both jobseekers and workers should consider developing new skills or training, Sinclair
says. It's important that employees sock away money and invest in themselves before a
downturn starts, she says.

n

“My classic advice is to look for opportunities to develop new areas of skill and expertise,
Sinclair says. “Whether that be taking courses or taking a job that involves either some
sort of explicit training, where a company is known to invest in workers.”

But changing a lot of the structural issues may require the attention of both monetary
and fiscal policymakers, Rothstein says. That could mean allowing for unions or keeping
interest rates low to encourage more job growth.

“Most people who want a job can get one, but what we don't have is robust wage
growth,” Rothstein says. “It's about making sure the benefits from growth are more
broadly shared.”
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Methodology

This study was conducted for Bankrate via telephone by SSRS on its Omnibus survey

platform. The SSRS Omnibus is a national, weekly, dual-frame bilingual telephone survey.

Interviews were conducted from November 25 - December 1, 2019 among a sample of
1,000 respondents, including 591 employed adults, in English (965) and Spanish (35).
Telephone interviews were conducted by landline (305) and cell phone (695, including
446 without a landline phone). The margin of error for total respondents is +/-3.60
percent at the 95 percent confidence level and the margin of error for employed
respondents is +/- 4.58 percent at the 95 percent confidence level. All SSRS Omnibus
data are weighted to represent the target population.
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