Jobs are plentiful. Big pay raises aren’t.
No sign of a recession, but wage growth is flatlining.
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There are three basic stories that employment
data have been telling us in the last few months.
The October numbers, released Friday, confirm
two of them and undermine the third.

The first story: Jobs are plentiful and
unemployment low. Most everyone who wants
a job can find one. While the unemployment
rate ticked up in October to 3.6 percent, that is
still near a five-decade low. And it happened
because more people joined the labor force,
meaning for good reasons rather than bad. The
labor force participation rate rose a bit in
October.

The best news of all: The share of Americans
of prime working age, between 25 and 54, rose
to its highest level of this economic cycle, 80.3
percent, from 80.1 percent in September. At its
new level, it matches the high point during the
mid-2000s expansion, reached in early 2007.

You certainly see nothing in the survey of
households on which the unemployment rate is
based that would suggest a recession is
imminent or underway. So we can count this
story as being confirmed by the new data.

The second story: Wage growth is flatlining.
For most of the last few years, pay to American
workers has been rising at steadily increasing
rates. For example, average hourly earnings
rose 2.7 percent in 2017, then 3.3 percent in
2018.

But that rate of increase now seems to have
leveled off or decreased. The year-over-year
rate of growth in wages peaked at 3.4 percent
in February and has receded to 3 percent in
October, according to the latest numbers.

And it isn’t just this particular measure of
wages. On Thursday, the Labor Department
released a separate set of data, the employment

cost index, that captures what employers must
pay in wages, salaries and benefits. By that
measure, compensation in private industry rose
3 percent in 2018, and only 2.7 percent in the
12 months ended in September.

So most people can find a job and more people
are working, but employers are not having to
increase compensation much to recruit and
retain people.

This isn’t what economic models suggest
should happen. The low unemployment rate
should mean that workers are scarce and that
employers should need to start paying them
more. The deceleration, should it continue,
undermines the entire framework by which
economic policy is set. But the October
numbers leave little doubt that slowing wage
growth is the reality in 20109.

Which brings us to the third narrative. It has
seemed apparent in the last few months that the
rate of job creation is slowing — that
employers are not adding to their payrolls at the
rate of recent years.

This isn’t necessarily disastrous news at this
stage of an economic cycle. Eventually the rate
of job creation is constrained by the availability
of workers, so over the long run it can rise only
as fast as the population of people wanting to
work rises — and it has been faster than that in
recent years.

But maybe, based on the latest data, that
slowdown hasn’t yet arrived after all.
Employers added 128,000 jobs, the Labor
Department said, but that would have been
higher but for two temporary effects. The
Census Bureau cut 20,000 temporary workers
whose jobs were complete, and a General
Motors strike caused the number of jobs in the
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auto manufacturing sector to temporarily drop
by about 42,000.

Adjust for those, and the employers added

190,000 jobs in October, which is not
consistent with a job growth slump.
Moreover, the Labor Department revised

upward its estimates of job creation in August
and September. Add it all up — using an
adjusted October number and the revised
numbers before that — and the 196,000 jobs
per month three-month average is the strongest
since February and doesn’t fit with a story of
slowing job growth.

Presumably the “strong job growth” story is
connected to the “rising labor force
participation” story. Employers are managing
to keep adding to their payrolls — even without
offering very big raises — not by hiring the
increasingly scarce unemployed, but by
coaxing people who were not looking for a job
at all to enter the labor force.

That’s good news for the longer-term growth
trajectory of the United States, as more people
are connected to the labor force, gaining skills
and contributing to G.D.P.

The new numbers support a status quo policy
from the Federal Reserve. The job gains are
strong enough that the Fed will probably see no
need to cut interest rates again this year (barring
some abrupt turn in the outlook). But,
conversely, the weak wage growth means that
there are no apparent inflationary consequences
to the tight labor market, so the Fed need not
consider rate increases anytime in the
foreseeable future.

And politically, to the degree President
Trump’s re-election quest will be a referendum
on the economy, the question for voters will be
which matters more: plentiful jobs, or big gains
in pay. Because the first is a reality, and the
second is nowhere to be found.
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