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US cost of living surges while wages stagnate
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An unprecedented rise in prices for necessities is
making it increasingly difficult for workers in the
United States and internationally to make ends meet.
The cost of basic commodities such as used vehicles,
food, furniture, clothes, plane tickets, recreational
goods, insurance and alcohol have all risen. The surge
in prices drove the US inflation rate, as measured by
the Consumer Price Index (CPI), to a 13-year high of 5
percent in May, up from 4.2 percent the previous
month.
The CPI jumped 0.6 percent last month, marking the
fourth significant monthly increase in a row. Record
prices for used vehicles, driven by a shortage of raw
materials, accounted for approximately one-third of the
overall increase in May. Prices climbed 7.3 percent
after a 10 percent increase in April. The Manheim used
car index hit 203 in May, which represents a 48.2
percent increase in used car prices over the last year.
Energy has also been a big driver of inflation, with
prices soaring over 29 percent in the past year. For
example, a gallon of regular gas currently costs an
average of $3.10 nationwide, after the price fell under
$2.00 per gallon after the pandemic hit.
Globally, housing prices have experienced the fastest
growth rate since 2006, when home prices peaked amid
the US housing bubble. According to the Knight Frank
Global House Price Index, the average home price
across 56 countries and territories rose 7.3 percent in
the year to March 2021. Thirteen countries registered
double-digit increases, with developing nations
comprising most of the top-ten.
With a 32 percent year-over-year increase, Turkey
saw the largest price increase. New Zealand and
Luxembourg followed with 22.1 percent and 16.6
percent increases, respectively. The US experienced the
fifth-largest increase as housing prices climbed 13.2
percent in the year to March.
Grocery prices rose by 0.4 percent in May and are

expected to continue rising for some time. The United
Nations Food and Agriculture Organization reported
world food prices rose by 40 percent over the past year,
including a rise of 4.8 percent since April. The United
Nations World Food Program warned the increase in
food prices is driving food insecurity, with 270 million
people suffering from acute malnutrition or worse
across 79 countries.
Rents in the US, which account for the single largest
expense for most workers, rose 0.2 percent in May, the
largest increase in over a year. Rents have gone up 1.8
percent in the last year. Economists state rent prices
have risen slowly partly because of moratoriums on
evictions. However, it is unclear what will happen to
prices when the restrictions expire.
According to an American Association of Retired
Persons (AARP) report, prescription drug prices
increased at twice the US inflation rate in 2020.
Although widely used brand-name prescription drugs
saw their slowest annual price increase in 2020, the
AARP reported the 2.9 percent increase in medication
costs is still twice the country’s general inflation rate of
1.3 percent. The findings showed insurance-negotiated
prices of 260 brand-name prescription drugs have
increased, on average, faster than general inflation
every year since 2006.
Workers are seeing their purchasing power decline at
the same time essential goods are becoming more
expensive.
Writing for The Hill, economic historian Dr. Tyler
Goodspeed calculated real wages for US workers have
declined every month in the last year, eroded by
significant month-over-month increases in overall
consumer prices.
The high rate of inflation completely erases the
nominal increases in hourly earning within the last
year. According to data provided by the United States
Department of Labor, average hourly earnings rose
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from $29.74 to $30.33 from May 2020 to May 2021, a
nominal increase of less than 2 percent. With a year-toyear inflation rate of 5 percent, this means workers
have seen their real wages decline by more than 3
percent within the past year.
Last month’s jobs report and the broad surge in the
cost of living indicate growing hardship among workers
in the US, despite President Joe Biden’s claim that the
report represented “great news” about the economic
recovery from the COVID-19 pandemic.
The Labor Department reported US employers added
559,000 jobs in May, missing the 650,000 analysts
predicted. May’s shortfall marked the second row in a
month job gains missed expectations. Meanwhile, the
unemployment rate declined 0.3 percentage points to
5.8 percent, the lowest since companies began mass
layoffs in March 2020.
Even with these gains, the US economy has 7.6
million fewer workers compared to the February 2020
pre-pandemic level. So far, the US has only recovered
14.7 million, or 65 percent, of the 22.4 million jobs lost
last spring.
The Biden Administration and corporate media
claimed the distribution of vaccines would accelerate
economic recovery, but 53,000 Americans dropped out
of the labor force, ticking the participation rate down
from 61.7 percent to 61.6 percent despite 48 of 50
states reopening or having completely reopened.
While everything is becoming more expensive for
workers, those who own stock and other property are
becoming ever wealthier.
The S&P 500 rose to an all-time high on Thursday,
climbing nearly 0.5 percent to a record closing high of
4,239.18. The Dow Jones Industrial Average advanced
19.10 points, or less than 0.1 percent, to 34,466.24,
while the Nasdaq Composite gained about 0.8 percent
to 14,020.33.
Corporate lobbyists and the Republican Party have
wailed vociferously that the federal supplemental
unemployment benefits were encouraging workers to
remain idle instead of taking jobs. The reality is
workers are facing numerous challenges, including an
ongoing pandemic which continues to sicken thousands
and kill an average of 400 people every day in the US,
concerns over child care and the need for higher-paying
jobs. According to the Labor Department, about 4
million US workers quit their jobs in April to search for

better pay.
The rapid rise in inflation will lead to an
intensification of the class struggle as workers demand
higher wages to ensure they can make ends meet. This
is already being seen in the actions of nearly 3,000
Volvo workers in Dublin, Virginia, who have twice
rejected sellout contracts pushed by the UAW and
corporate management and are currently on their
second strike in as many months, as well as the 1,100
coal miners on strike at Warrior Met in northwest
Alabama who are demanding the restoration of wages
lost over the last six years.
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