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Some of the critical issues we will be covering today

What are the latest compensation trends in the US?

What is the wage outlook for 2021, 2022, and beyond?

How is the tightening labor market influencing wage growth?
What are the drivers of wage growth?

How have salary budgets and salary structures changed since the
start of the pandemic?

How would an increase in the federal minimum wage impact
workers and employers?
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v Click the link in the CEU Request Widget to sign up CREDITS
for credit

v Stay online for the entire webcast

v Click ‘ok’ for 3 popups that occur during the program

v Credit available for participation in live webcast only
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Compensation Trends in the US

= The US labor market outlook:

v There is a strong recovery in the hardest hit in-person services industries, but job growth in
other industries is not particularly fast.

v Labor shortages have made a comeback because of a rapid reopening.
= The compensation outlook:
v" The wage growth trajectory in the US fits into three distinct phases:

— Strong wage growth in the spring and summer of 2021, especially for blue-collar and
manual services jobs as the economy reopens and willingness to work is limited.

— Moderating wage growth by late 2021 and during 2022 as demand and supply mismatches
normalize, although COVID variants pose a threat to stabilization.

— Accelerating wages beyond 2022, most notably in blue-collar and manual services, because
of a shrinking working-age population and low unemployment rates.

v/ Salary increase budgets and structures are projected to return to prepandemic rates in 2022.

v Inflation and productivity—both drivers of wage growth—are accelerating and this may lead to
increased wage growth over the next year.

v' Employers operating in expensive labor markets may be able to lower overall labor costs by
employing more remote workers in cheaper US labor markets or abroad.

v' Wage inequality has continued to decline as wages for lower income workers are rising faster
than for higher earning management and professional workers.

v/ States with a minimum wage larger than the federal rate have experienced stronger wage
growth for low earners.
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The potential impact of Delta on the labor market

= Labor Demand side:
v' Lower economic activity in in-person services.
— Especially among older household and households with young, unvaccinated children.
v' Lower demand for workers in these industries.
= Labor Supply side:
v' Fear of getting infected is not going away.
v' Schools may not fully reopen.
v In sum, the supply of labor will not fully recover.
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Job growth in 2021 has been strong in leisure and hospitality
but around prepandemic trends for other industries

Job growth since reopening began versus prepandemic long-run trend
Percentage change in the number of jobs, annualized, seasonally adjusted, by industry
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Recruiting difficulties remain at an historically high level
although the unemployment rate is still relatively high

Firms with positions not able to fill right now and the unemployment rate
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Job openings are at the highest ever and many people are
quitting their jobs

Quits rate and job openings rate

Job openings rate (right axis)
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Wages are growing especially fast in service and blue-
collar jobs since the start of 2021

Employment Cost Index (private sector wages and salaries),
2-quarter annualized percentage change, seasonally adjusted
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Wages in leisure and hospitality are growing particularly
fast

Average hourly earnings for production and nonsupervisory workers
in leisure and hospitality, 6-month percentage change, seasonally adjusted
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For the first time, wages for management and professional
jobs are growing slower than all other occupations

Employment Cost Index (wages and salaries),
percentage change of the last 4 quarters over the preceding 4 quarters
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Salary structures are projected to return to prepandemic
growth rates in 2022

Salary structure movements by salary group
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Salary budgets are also projected to increase in 2022, after
decelerating during the pandemic

Salary Increase budgets by salary group
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Inflation has picked up since the beginning of 2021 and
may result in increased wage growth
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Rising productivity growth may lead to employers raising
compensation

Nonfarm Business Sector: Real Output Per Hour, All Persons
A-gqtr MovingAverage SAMChg. Yr.AagQo
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Employers may lower wages for new remote employees in
areas with lower local prevailing wages or costs
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The number of working-age people without a bachelor’s
degree is expected to rapidly shrink in the coming decade

Working-age population (20-64) growth, 5-year percentage change,
by education group
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Wage inequality has continued to decline
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Wage pressures in the US are high, but could even be
larger in Central and Eastern Europe

Wage Pressure Index for 2021
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Policy proposals to increase the federal minimum wage

= The labor market outlook:

v' The Biden administration has considered proposals to increase the minimum wage
to $11 or $15/hour by 2026.

v' The effects of a minimum wage increase will not be felt equally across all income
levels.

— Some directly impacted (earning below new minimum), others indirectly impacted (earning
just above new minimum but have increased bargaining power).

v' Concentrated impacts in groups.
— States with a $7.25 minimum wage will be most impacted.

— Low-paying occupations, which are experiencing severe labor shortages today and in the
future, may see an increase in labor supply as wages rise.

— Black and Hispanic workers disproportionately impacted by minimum wage policy.
= The economic outlook:
v" Minimum wage increases impact the composition and level of aggregate demand.
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20 states have their minimum wages at the federal
minimum ($7.25/hr)

Minimum wage in 2021
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Two distinct trajectories for low-wage workers

10th percentile of hourly wages distribution,
by minimum wage level
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Increase of federal minimum to $15/hour would increase
wages for 14% of workers

Percentage of workers with earnings at, below or less than 10% above minimum wage
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Note: Projections conducted by The Conference Board

Source: US Bureau of Labor Statistics © 2021 The Conference Board
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Increase In federal minimum wage would have biggest
impact in the $7.25 states

Percentage of workers with earnings at, below or less than 10% above minimum wage,
difference between current law and $11/hour proposal
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Black, Hispanic workers will be helped the most by
minimum wage increase

Percentage of workers with earnings at, below or less than 10% above minimum wage,
difference between current law and proposals by race/ethnicity
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Industries and occupations most impacted by minimum
wage increase

Percentage of workers with earnings at, below or less than 10% above minimum wage,

industries (top) and occupations (bottom) with largest difference between current law and proposals
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Upcoming Webcast Programming from The Conference Board

The “Great Resignation Is Here — Now What?

(August 25, 2021)

Strateqgies to Combat Addiction in the Workplace,

Post-Pandemic (August 31, 2021)

Talking the Talk: Strateqgic HR Conversations with
the Wider Business (September 2, 2021)

View all of our upcoming webcast programs at
https://www.conference-board.org/webcasts/upcoming/
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Interested in the latest Labor Market data and analysis?
Check out these two new resources from The Conference
Board Economy, Strategy and Finance Center!

The Conference Board®-The Burning Glass® Help Wanted OnLine®

» _ In collaboration with the global pioneer in real-time labor market data and analysis, discover critical
@ insights into important labor market and US employment trends.

‘.. 6 g | https://conference-
Y }'E'!!’?Sq ass board.org/topics/help-wanted-online

Labor Markets Charts Hub

Explore our new center for visual insights on the US labor market. Click through the image gallery and scroll down
the hub for new and up-to-date charts, graphs and maps covering all aspects of labor markets.

https://Iwww.conference-
board.org/topics/labor-markets-charts
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Economy, Strategy & Finance Community has launched!

Connect with experts and peer executives in a private virtual space for
Economy, Strategy & Finance Center members, Councils, and Advisory
Boards

Economy; Strategy, andjir:::rﬁce';enter J Oi n O u r E S F CO m m u n ity

where you will be able to:
Visit our Insttutes + Post questions or start a
S discussion to address key business
challenges
* Interact with colleagues and
e experts
* Register for Experts Live—live
LocivrolemaLoletore il discussions with experts on hot

: business topics

Welcome to the ESF Center Community!

Exclusive to members of the Economy, Strategy & Finance Center
For more information, contact: membership@conferenceboard.orqg
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NEW Podcast Series: C-Suite Perspectives - Insights for What's Ahead™

Hosted by our CEO, Steve Odland, this bi-monthly
series features in-depth interviews with thought
leaders from The Conference Board to provide senior

C-SUITE o and C-suite executives with data-driven insights to

PERSPECTIVES W prepare them for what’s ahead.

Insights for What’s Ahead™ Listen & Subscribe

Available on our website at https://www.conference-board.org/podcasts/c-suite-
perspectives-podcast or on most popular podcasting platforms, including:

@ odige e LISTEN ON
¥ Apple Podcasts +.1" Google Podcasts
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https://podcasts.google.com/feed/aHR0cHM6Ly9jc3VpdGVwZXJzcGVjdGl2ZXMubGlic3luLmNvbS9yc3M?sa=X&ved=0CAMQ4aUDahcKEwjI8MDA4LfwAhUAAAAAHQAAAAAQAQ&hl=en
https://open.spotify.com/show/2Y7c9gtdZJqocXdak7MOY5

myTCB"

Sign in to enjoy customized, convenient access to the full range of
Member benefits — the latest research, benchmarking & data tools,
peer networks, and events delivering Trusted Insights for What's Ahead.

Watch this short video to get started.

Welcome Mark @) 2
Aot - g SOnOut

MY LATEST RESEARCH & INSIGHTS

Featured Insights
f Emerging Markets View: Falling
g infection rates set the stage for
continued recovery

17 March, 2021 | Economy Watch Reports

Salary Increase Budgets for
( 2021: Results of the 2020
Follow-up Survey
Step-changed Business Results o
25 March, 2021 | Publication )ty Calendar
Data-driven Approach for
tanaging a Dt rcontracisd
gl rovider Network
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