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Abstract

Can high inflation distort employees’ perception of their wages and thereby their wage satisfac-
tion? Using data from 2 million U.S. employer-employee matched job reviews, we show that
high inflation significantly dampens employees’ wage satisfaction. Current employees report
substantially lower wage satisfaction when faced with a high-inflation environment cue, defined
as an annualized inflation rate above 3% in the month when they provide their ratings, compared
to a low inflation environment cue with inflation rate around the Fed’s 2% target (0-3%), even
with their nominal or real wages held constant. The negative effect of a high-inflation envi-
ronment cue on current employees’ wage satisfaction is comparable to an $8,000 reduction in
monthly wage expenses per employee for an average publicly listed firm in our sample, or to
the satisfaction premium generated by a move from entry-level to junior-level up the job ladder
for individual employees. This negative effect is more salient among current employees who
have not experienced an inflationary period with average inflation rate above 3% during their
tenure. For former employees, the negative effect of a high-inflation environment cue on their
wage satisfaction with former firms is stronger compared to current employees, but is almost
fully mitigated if they have experienced an inflationary period since leaving their former firms
until providing their ratings. Additionally, we find that both current and former employees, at
least partly, attribute the adverse effects of high inflation on their wages to seniors and CEOs
within their firms.
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