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Cost-of-living adjustments (COLAs)
are contract clauses that explicitly tie
wages and benefits to the inflation
rate. They arrange for automatic
(often quarterly) wage increases that
depend on the rise in a specific
price index (generally the Consumer
Price Index for urban wage earners,
or CPI-W). Because COLAs are fairly
simple provisions to write, they
might seem a relatively costless way
to adjust for inflation.

The data suggest otherwise.
COLA provisions were included in a
small fraction of the major U.S. col-

lective bargaining agreements writ-
ten during the 1960s, when inflation
was low. During the double-digit in-
flation of the 1970s, the share of
workers with COLA coverage rose
dramatically. If COLAs were costless,
one would expect them to be incor-
porated in labor agreements indefi-
nitely. However, once inflation rates
slowed and it was clear that they
would remain low, most collective
bargaining agreements no longer in-
cluded COLA provisions.

Currently, the share of U.S. work-
ers covered by COLAs is at a record

low, with these adjustments making
up a tiny fraction of the wage rate
changes resulting from collective
bargaining agreements. COLA cover-
age has dropped in all industries, in-
cluding manufacturing, where such
provisions have historically played a
large role. Even where present, cur-
rent COLA clauses only partially in-
sure against inflation. A 10% in-
crease in the CPI-W will mean a
wage adjustment of less than 40
cents per hour in the vast majority of
U.S. labor agreements.



