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Figure 21: Productivity and Real Wages in the United States

Note: These data series were constructed by the Economic Policy Institute using methodology de-
scribed in Bivens and Mishel (2015). The black line is productivity measured as output of goods
and services less depreciation per hour worked. The gray line is hourly compensation (wages and
benefits) of production and non-supervisory workers in the private sector. Data is from 1948 to
2021.

5.3 Was Marx Right After All?

For about 150 years Marx was dead wrong empirically about the relationship be-
tween productivity and real wages. Productivity rose and real wages rose along
with it. But over the past 40 years, things have looked quite different. Figure 21
plots productivity and the real wages of production and non-supervisory workers
in the U.S. from 1948 to 2021. Between 1948 and 1980, productivity and real wages
increased in lock step. This is what the model we developed earlier in the chapter
predicts should happen. But after 1980 the two lines diverge. Productivity con-
tinued to increase – albeit at a somewhat slower pace – but real wages stopped
increasing and an ever widening gap opened up between changes in productivity
and changes in real wages.

The period between 1980 and 1996 was particularly dismal. Over this period,
productivity rose by 21% but real wages fell by 2%. Since 1996, real wages have
started to rise again. But the rate at which they have risen has not kept up with
productivity growth. Over the period between 1996 and 2021, productivity growth
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