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The year 1968 stands out in American economic history as a period of significant social and
economic change. During this year, the federal minimum wage was set at $1.60 per hour, a figure
that, at the time, aimed to provide a basic standard of living for low-wage workers. The Consumer
Price Index (CPI), a key measure of inflation, was recorded at 34.90 in July 1968, while the overall
CPI was 258.604, reflecting the relative price levels compared to a base year. Understanding these
figures requires a deep dive into the economic context of the period, the significance of the
minimum wage, and how inflation has transformed over time. This article explores the economic
landscape of 1968, compares it with present-day figures, and discusses the implications of inflation
and wage policies over the past five decades.

The Economic Context of 1968

Overview of the U.S. Economy in 1968

The year 1968 was a tumultuous yet pivotal year for the United States economically, politically, and
socially. The nation was experiencing a period of economic growth, albeit with underlying issues
such as inflation and income inequality.

- Economic Growth: The U.S. economy was expanding, with gross domestic product (GDP)
increasing steadily. Consumer spending was robust, aided by a burgeoning middle class and
government spending on social programs and the Vietnam War.

- Inflation: Inflationary pressures were beginning to emerge, partly driven by increased government
expenditure and wage growth. The CPI figures from 1968 reflect this rising inflation.

- Labor Market: Employment levels were high, but disparities persisted, especially for low-wage
workers and minorities.

- Legislative Actions: The Minimum Wage Act of 1966 had recently increased the federal minimum
wage, which was still relatively modest in real terms.

The Federal Minimum Wage in 1968

At $1.60 per hour, the minimum wage was a reflection of the economic policies of the era. It was
intended to ensure that workers could meet basic needs, but by modern standards, it was quite low.



- Historical Context: The minimum wage had been increased from $1.40 to $1.60 in February 1968,
representing a 14% increase.

- Purchasing Power: To understand the real value of the minimum wage in 1968, adjustments for
inflation are necessary, which will be discussed later.

- Coverage: The minimum wage primarily applied to covered workers in certain sectors, leaving
many workers in agriculture, retail, and service industries earning below this threshold.

Understanding the Consumer Price Index (CPI) in 1968

What is the CPI?

The Consumer Price Index measures the average change over time in the prices paid by consumers
for a market basket of goods and services. It serves as a critical indicator of inflation and purchasing
power.

- July 1968 CPI: 34.90
- Overall CPI in 1968: 258.604

These figures are relative measures, with the base year typically assigned an index of 100 for
comparison purposes.

Interpreting the CPI Figures

The CPI values indicate the relative price levels:

- The CPI of 34.90 in July 1968 suggests a relatively low price level compared to the base year.
- The overall CPI of 258.604 indicates that prices had increased significantly since the base year
(which is often 1967 or another specified year).

Calculating the Inflation Rate (1968):
Using the CPI figures, we can estimate the inflation rate over the period:

\[
\text{Inflation Rate} = \frac{\text{CPI in 1968} - \text{CPI in previous year} } {\text{CPI in previous

year}} \times 100
\]

While precise inflation calculations require data from the previous year, the sharp increase from the
base period to 1968 shows inflation was picking up momentum.



Adjusting the Minimum Wage for Inflation

Real Value of the 1968 Minimum Wage

To compare the minimum wage of 1968 with today’s dollars, we adjust for inflation using the CPI.
Formula:

\[

\text{Adjusted Wage} = \text{Nominal Wage} \times \frac{\text{CPI of target year} }{\text{CPI of
1968}}

\]

Suppose we want to find out what $1.60 in 1968 is worth in 2023 dollars, using CPI data.

- CPI'in 2023 (estimated): approximately 300 (this is an approximation based on historical trends)
- CPIin 1968: 258.604

Calculation:

\[

\$1.60 \times \frac{300}{258.604 } \approx \$1.86

\]

This means that the real purchasing power of the 1968 minimum wage is roughly equivalent to

about $1.86 today, which is still below the current federal minimum wage (as of 2023) of $7.25 per
hour, indicating significant wage growth in nominal terms.

Implications of Inflation Adjustment

- The modest inflation-adjusted value shows that the minimum wage in 1968 provided less
purchasing power than it would today if wages had just kept pace with inflation.

- The increase from $1.60 to the present minimum wage reflects not just inflation, but also policy
decisions aimed at improving workers’ living standards.

Wage and Inflation Trends Over Time

Historical Trends in the Federal Minimum Wage

Since 1968, the federal minimum wage has undergone numerous adjustments:



- 1970s: Rapid increases to keep pace with inflation and cost of living.

- 1980s: Periods of stagnation, with minimal increases, leading to real wage declines.

- 2009-2023: Multiple increases, but many argue they have not kept pace with inflation or
productivity growth.

Key Milestones:

1. 1968: $1.60/hour
2.1974: $2.00/hour
3.1980: $3.10/hour

4. 1990: $3.80/hour
5.2009: $7.25/hour (current federal minimum wage)

Inflation Adjusted Wages Over Time

By adjusting the minimum wages over the years for inflation, we can see how real wages have
changed:

- The inflation-adjusted minimum wage in 1968 was approximately $1.86.

- Today's nominal minimum wage ($7.25) is significantly higher, but when adjusted for inflation, it
represents a modest increase in real terms, highlighting wage stagnation in recent decades.

The Broader Impact of Minimum Wage and Inflation

Effects on Workers

The interplay between minimum wage policies and inflation has profound effects on workers:

- Purchasing Power: When wages lag behind inflation, workers experience a decline in real income.
- Living Standards: Adequate minimum wages are essential for ensuring basic living standards.

- Wage Inequality: Stagnant or slow-growing minimum wages can contribute to increasing income
inequality.

Economic Policy Considerations

Policy-makers often face difficult choices:

- Raising the Minimum Wage: To improve living standards, but risking potential employment effects.
- Controlling Inflation: To preserve purchasing power, but possibly constraining economic growth.
- Balancing Act: Achieving a balance between fair wages and economic stability.



Conclusion

The figures from 1968—$1.60 hourly minimum wage, CPI of 34.90 in July, and an overall CPI of
258.604—offer a snapshot of the U.S. economy during a period of growth and change. When
adjusted for inflation, the real value of the minimum wage in 1968 was roughly comparable to about
$1.86 today, highlighting that wage growth has not kept pace with inflation in recent decades. This
historical perspective underscores the importance of understanding inflation's role in wage policy
and economic well-being. While nominal wages have increased significantly since 1968, the real
purchasing power of low-wage workers remains a critical issue, prompting ongoing debates about
minimum wage policies and economic inequality. As the economy evolves, examining past figures
helps inform better policy decisions to ensure fair wages and economic stability for future
generations.

Frequently Asked Questions

What was the federal minimum wage in the United States in
1968?

The federal minimum wage in 1968 was $1.60 per hour.

How did the Consumer Price Index (CPI) in July 1968 compare
to the CPI mentioned, and what does this indicate?

The CPI was 34.90 in July 1968, indicating the relative price level at that time, which is much lower
than the CPI of 258.604, suggesting significant inflation over the years.

What is the significance of the CPI being 258.604 in the
present context?

A CPI of 258.604 indicates that the general price level has increased approximately 7.4 times since
1968, reflecting inflation over that period.

How much would the 1968 minimum wage of $1.60 be
equivalent to today when adjusted for inflation?

Adjusting for inflation using the CPI, $1.60 in 1968 would be equivalent to roughly $12.00 to $13.00
today, depending on the exact CPI calculations.

Why is understanding the CPI important when comparing



wages over time?

The CPI helps measure inflation, allowing us to compare the purchasing power of wages across
different time periods accurately.

How has the minimum wage changed since 1968 in nominal
terms?

Since 1968, the federal minimum wage has increased multiple times, reaching $7.25 per hour in
2009, with some states setting higher minimums.

What does the difference in CPI values tell us about economic
inflation between 1968 and now?

The increase in CPI from 34.90 to 258.604 indicates substantial inflation, meaning prices have risen
significantly, reducing the real value of money over time.

How can historical wage and CPI data inform current
discussions on minimum wage policies?

They provide context on how wages have historically kept pace with inflation, helping policymakers
assess whether current minimum wages are sufficient for maintaining living standards.

Additional Resources
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The year 1968 marked a pivotal period in American economic history, characterized by significant
social upheaval, political change, and economic transformation. Central to understanding this era is
examining the value of the federal minimum wage and the Consumer Price Index (CPI), which
together offer insights into the purchasing power of workers and the inflationary trends of the time.
Specifically, in July 1968, the federal minimum wage stood at $1.60 per hour, while the CPI
registered at 34.90, with a broader index value of 258.604. These figures, when contextualized and
adjusted for inflation, reveal much about the economic realities faced by Americans nearly half a
century ago and help us understand how economic indicators influence policy and living standards.

The Context of 1968: A Year of Turmoil and Transformation

Before delving into the specifics of wages and inflation, it’s crucial to understand the broader socio-
economic landscape of 1968. This year was marked by the Vietnam War, the Civil Rights Movement,
protests, and a shifting cultural landscape. Economically, the U.S. was experiencing a period of
growth but also facing rising inflation and wage stagnation for many workers.

The federal minimum wage, established by the Fair Labor Standards Act of 1938, was intended to



ensure a basic standard of living for workers, but over the decades, its real value fluctuated with
inflation and economic growth. By 1968, debates about whether minimum wages kept pace with the
cost of living were prominent.

Understanding the Federal Minimum Wage of $1.60 in 1968
The Nominal Wage

At $1.60 per hour, the federal minimum wage in 1968 was a modest but significant figure. For
context:

- Weekly earnings for full-time workers: Assuming a 40-hour workweek, full-time minimum wage
workers earned approximately $64 per week.

- Annual earnings: Multiplying by 52 weeks, these workers earned about $3,328 annually.

While this might seem low by today’s standards, it was considered a baseline for low-income workers
during that era.

Comparing to Living Costs
The purchasing power of $1.60 in 1968 can be better understood when considering what it could
buy at the time. For example, a gallon of gasoline cost around 34 cents, a dozen eggs about 55 cents,

and a new car could range from $2,500 to $4,000.

However, to really appreciate the value of wages relative to inflation, we need to adjust for the CPIL.

The Consumer Price Index (CPI): What It Tells Us

Understanding the CPI

The Consumer Price Index (CPI) measures the average change over time in the prices paid by urban
consumers for a market basket of consumer goods and services. It provides a way to gauge inflation
and compare the cost of living over different periods.

In July 1968:

- CPI was 34.90 (base year 1967 = 100).
- The broader index value was 258.604, which is derived from the CPI for all items.

The CPI allows us to convert historical wages into today's dollars and understand how inflation has
eroded or increased purchasing power.

Adjusting 1968 Wages for Inflation: A Present-Day Perspective

To grasp the true value of the minimum wage in 1968, it’s essential to adjust for inflation to compare



with today’s dollars.
Calculating the Inflation-Adjusted Wage
Using the CPI data:

- CPIin 1968: 34.90
- CPIin 2023 (approximate): Around 300 (this is an estimate; actual CPI varies month to month)

The formula for adjusting wages:

\[ \text{Adjusted Wage} = \text{Historical Wage} \times \frac{\text{Current CPI}}{\text{CPI in
1968} 1} \]

Applying the numbers:
\[\$1.60 \times \frac{300} {34.90} \approx \$1.60 \times 8.59 \approx \$13.74 \]

This means that the $1.60 minimum wage in 1968 would be roughly equivalent to about $13.74 in
today’s dollars.

Implications of Inflation Adjustment

- Real value of minimum wage: Despite the nominal increase to $7.25 in 2009, when adjusted for
inflation, the 1968 minimum wage was worth more than the current federal minimum wage.

- Cost of living comparisons: The adjusted figure highlights how wages have not kept pace with
inflation, prompting ongoing debates about raising the minimum wage.

Historical Trends and Policy Implications
The Evolution of the Minimum Wage
Since 1968, the federal minimum wage has experienced several increases and periods of stagnation:

- 1970s: The minimum wage rose steadily, reaching $1.60 in 1968 and then increasing to $2.30 by
1975.

- 1980s-1990s: Periods of stagnation followed, with minimal increases that lagged behind inflation.
- 2000s: The minimum wage increased periodically, reaching $5.15 in 1997, then up to $7.25 in
20009.

- 2010s to present: Advocates have argued for raising the minimum to $15 per hour, citing inflation
and living costs.

Inflation and Wage Stagnation

The data from 1968 underscores a critical issue: wages, when adjusted for inflation, have not kept
pace with the cost of living for many low-income workers. This has led to:

- Increased reliance on public assistance programs.
- Greater income inequality.



- Political debates about the adequacy of the federal minimum wage.

Broader Economic and Social Factors in 1968

Inflation Trends

The CPI data from 1968 reflects a period of rising inflation, driven by expansive fiscal policies, social
programs, and the Vietnam War. While the economy experienced growth, inflationary pressures
began to erode wage gains.

Social Movements and Wage Policy

The Civil Rights Movement and labor activism pushed for fair wages and better working conditions.
The minimum wage was a critical tool in attempts to reduce poverty and promote economic equality.

Comparing 1968 to Contemporary Times
Wages and Cost of Living

Today, the minimum wage varies by state, with some states adopting higher minimums. The federal
minimum remains at $7.25, but inflation-adjusted comparisons show that this is well below the real
value of the minimum wage in 1968.

The Role of Inflation Adjustment

Understanding historical wages through the CPI underscores the importance of inflation
adjustments in policy debates. It reveals whether wages have kept pace with economic growth and
inflation, influencing discussions on minimum wage legislation.

Conclusion: Lessons from 1968

The figures from 1968—$1.60/hour minimum wage and a CPI of 34.90—serve as a vital reminder of
how economic indicators shape the purchasing power of workers. When adjusted for inflation, the
minimum wage of that era was considerably higher in real terms than today’s wage, highlighting the
importance of inflation-adjusted metrics in policy discussions.

The historical context underscores ongoing challenges: ensuring that wages keep pace with inflation
and living costs to maintain economic dignity for all workers. As policymakers debate future
minimum wage increases, understanding these historical figures provides essential perspective on
the long-term trends and the need for policies that promote economic fairness and stability.
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