FACT SHEET

Raising the Overtime Pay Threshold Will Help More Workers Get the

Pay They Deserve

Hardworking, middle-class Americans have seen their wages stagnate in recent years, while for the most part, the ben-

efits of the economic recovery have gone to the wealthy few. This weakening of the middle class is associated with the

weakening of labor standards that protect workers, including overtime standards. The Obama administration is updat-

ing the pay threshold for overtime protection to bring it up to date with 2015 realities, a key step which will help ensure

that we have an economy that works for everyone. On June 30, 2015, the Department of Labor issued a proposed rule
that would raise the overtime threshold to $50,440 in 2016.

Key facts

The overtime threshold is a critical tool to make sure that workers with modest salaries are being paid what they
earn. Salaried workers who earn below the threshold must be paid “time-and-a-half” for each hour worked beyond
40 hours per week (hourly workers in most occupations already enjoy these protections). A higher threshold will
mean that more people are compensated fairly for all of the hours they actually work—primarily, people who work

long hours for little pay.1

In 1975, 62 percent of salaried workers were guaranteed overtime pay, but today, only about 8 percent are guaran-
teed it.? The current overtime threshold of $23,660 per year is below the federal poverty line for a family of four.?
Had it kept pace with its 1975 level, the overtime threshold would be more than $52,000 today adjusted for infla-

tion, about equal to the U.S. median household income.*

Raising the threshold for overtime pay to $50,440 will give middle-class workers and families a big boost, with 13.5
million lower-paid white-collar workers directly benefiting from the increase.” The raise would put more money
in these workers” pockets. The workers who would benefit the most include women, African Americans, Latinos,

workers under age 35, and workers with lower levels of education.®

CEOs are benefiting from increased worker productivity, but workers are not. Since before 1980, worker produc-
tivity has steadily increased, but inflation-adjusted wages for most workers have barely increased,” even as CEO pay
has shot to new heights.8 Raising the overtime threshold can help make sure that middle-class workers are being

compensated fairly and that their employers honor their work.

Opposition to raising the overtime threshold is based on the same trickle-down theory that conservatives and cor-
porations have used to oppose raising the minimum wage. While corporate lobbyists argue that increasing wages
and worker protections would cost jobs and reduce investment, corporate profits are soaring.” In fact, corporations
are spending 91 percent of their earnings on stock buybacks and dividends'®~a move that boosts CEO pay—instead
of investing in employees or products. Rather than ensuring that everyone benefits from a strong economy, too
much of the wealth continues to flow to the top, increasing inequality and making American families less econom-

ically secure.

Americans strongly support increasing the overtime threshold. According to Public Policy Polling, 79 percent of

Americans support raising the threshold above $23,000 per year, while 65 percent support raising it to $75,000.
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What’s more, 64 percent of Americans are more likely to support a candidate who supports substantially increasing

the overtime threshold.!!

B Twelve prominent labor economists affiliated with leading academic and policy institutions have called on the U.S.

secretary of labor to raise the overtime threshold to a level that ensures that eligible workers receive fair compensa-

tion for the overtime they work.!?

This fact sheet was prepared by the Economic Policy Institute and the Center for American Progress.
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