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June 1995

Debates over increasing the minimum wage have historically combined the
hard reality of marketplace economics with the more forgiving interests of
social goals. This publication is designed to separate and quantify facts in
these two areas and prescnt these facts in a clear, concise format. Much of

the material on the following pages is new, having been rcsearched over the
last three years

- Among the issues addresscd by new research: S

e What impact would a minimum wage increase have on welfare reform?
" Peter Brandon of the University of Wisconsin provides some clues in a :
s 7T 1995 study. He found that mothers on welfare in states that raise their
' ' minimum wage spend up to 44% longer periods of time on pubhc
- assistance than welfarc recipients in other states.

* Would raising the minimum wage help single parents? David Macpherson
of Florida State University and William Even of Miami University conclude
that only 4.4% of the benefits from a higher minimum wage would go to
single mothers with children at home.

* Does a higher minimum wage result in fewer jobs? Lowell Taylor of
Carnegie Mellon University studied employment in retail businesses in
California after the last state-imposed minimum wage increase. Even
though retail sales in California were growing at almost twice the national
rate, he found retail emplovmmt grew 14% slower than the national average.

The evidence is clear. ngher minimum wages result in significantly longer
spells on welfare, do not target groups policymakers want to help, and cost
entry-level employment opportunities. This publication hlghhghts these and
. other significant findings regarding who is working at the minimum wage,
’ what the impact of an increase would be, and how to best help the low-
skilled work force attain higher incomes.

Sincerely,

. Richard B. Berman
- S Executive Director
: | Employment Policies
Institute Foundation
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Minimum Wages and Poverty

Who works at the minimum wage?

< Mintmum wage employnent continues 1o
he Lrgehy ted o work experienee. More
that 26%0 of teens aged 1o-17 work at
the minimmum wage, This falls to % tor
workers 18-20. and continues to fall with
increased time in the work foree, By age
30 only 2% of wadrkers are at the mini-
munt. Moreover. by age 10 only 8710 of
ool workers are working tull dme at
the minimum wage.

« The majority of mininuim wage workers
are under age 25,

» There are more than 700,000 (eens
working at the mininvom wage who hive
in houscholds where family income
evereds 830,000,

« Overall. only 370 of minimun wage
workers work full time,

« More than H" of minimum wage work-
ers are teens and young adults living at
home.

« One-filth of minimum wage workers are
<ingle individuals with no children.

ER

PAFullToxt Provided by ERIC

Percent of Workers
Employed at the
Minimum Wage in
Each Age Group

Percent

Table 1.
Are adult minimum wage workers Age
responsible for families” support?

16-17

Most minimum wage workers are not
~upporting a lamnily=they are single indi- 18-20
viduals OF the £2 million workers at the

minimum. only 35" (L5 million) are 21-24
adults in families, Almost 900.000 of
these are in families with annual incomes 25-29
above 815,000, and almost 500,000 of
these adults are in families with anmual 30-40
meomes above 830,000,

40+

There are more minimum wage adults in
families with incomes above $30.000 than
in families with incomes below $10.000,°

How large is the problem of single
parents at the minimum wage with
multiple children?

The image of the single mother support-
ing three children on a minimum wage
income i~ frequently imoked 1o justify a
mandated wage inerease, Only 0.5% of
mininum wage workers are single par-
ents. Just 33.000. <hightly over 124, have
three or more children. Additionally. only
hall of this latter group = 27.000 - i«
working tull time.!

Are low wages a major cause of poverty?

The dominant characteristic of low
income households is not low wages at
which honsehold members work. but
rather that so few of them have emplos-
ment-hased income. Looking at the poor-
est fifth of Americar families. 03% have
no workers at all. And only 10% have a
family member who works vear round.
Lack of work. not low wages. is the ehief
characteristic of the poorest \nericans,

There is at best a tenuous link between
fow wages and low income. Many fow-
wage workers are either teens or see-

ondary workers in families with otherwise

20

l 29
| |

i

Low-skilled adults in
states that raised their
minimum wage were
often crowded out of
the job market by teens
and students.

Kevin Lang,
Boston University, 1995.




~[Tlhe entrv-level jobs
avatlable to the poor.
particularly to inner city
vouth. provide vital
experience in learning
the basic requirements of
holding a job.”

The Baltimore Sun
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comfortable (or high) incomes.” More low-
wage workers (those carning $6.00 an
hour or less) are in families with incomes
above $20.000 than in families below
$10.000.7 A Seeretary ol Labor Robert
Reich noted to President Clinton. ~Mast
minimum wage workers are not poor.”™

Has a stagnant minimum wage con-
tributed to an increase in poverty?

In the last decade (1980-90) the poverty
rate rose from 11.5% to 12.0%. Over that
same time. however. the poverty rate for
two-parent families actually fell from
1% to 7.1%. The increase in the num-
ber of poor people was driven by the
drastic explosion in the number of
single-parent families: between 1980 and
1990 the number of pcrsbns in these
families increased by 23%. Single-parent
familiex. almost by definition. consistently
exhibit lower earnings than dual-parent
families. and the distinction has Hule
relation to the minimum wage. It was the
increase in the number of these house-
holds that drove up the overall poverty
rate.”

Would raising the minimum wage
reduce the number of poor people?

Looking specifically at groups likely to be
affected by an increase in the minimum
wage (voung adults, junior high dropouts.
ete.). researchers have found no reduc-
tion in poverty rates as a result of
increases in state minimum wages." For
exarmple. the last time the minimum
wage was increased. junior high school
dropou's experienced no reduction in
their poverty rates despite the 27%
increase in the minimum., While some
members of these groups may have

realized higher earnings. those higher
earnings were insufficient to offset the
negative employment impact within these
groups.

How efficient is the minimum wage
for helping poor families?

Researchers have found the ninimum
wage is a highly inefficient tool for
raising the income of poor households.
Because many low-wage workers are
found in higher-income households.
37% of the henefits from the last federal
minimum wage increase {from $3.35 w0
$4.25) went to families with incomes at
feast twice the poverty level. Only 7%
went to families below the poverty line.
Thirty-six percent of the benetits went to
families whose income was at least three
times the poverty levell or close to
$45.000 for a family of four."

Would a higher minimum wage

help low-skilled adults?

\ minisnum wage increase induces
applicants with higher skills than most
entry-level workers to apply for entry-
level positions. These applicants crowd
out lesser-skilled workers who depend
on these jubs,

This phenomenon has been recognized
from the carliest davs of the minimum
wage. 1n 1938, the Department of Labor
reported “workers who had been receiv-
ing less than [the new minimum wage of]
25 ¢ents had been laid off and replaced
by more efficient workers™ The New
York Times reported in 1992 that the
most recent federal increase in the mini-
mum wage had resulted in a similar
emplovment shife.!!

Recent research has also documented
significant changes in the composition of
the work foree after a minimum wage
increase. Emplovers tend to reolace adult
workers with students and teenagers after
a minimum wage increase. and also tend
to replace full time emplovment with pan
time emplovment, A $1 difference in
average wages hrought en by minimum
wage inereases is associated with a 9%
drop in adult low-wage employment.'




Would raising the minimum wage
improve the cconomie status of
minorities?

More than 80" of the minimuem wage
work foree is white, Consequentlhy. the
lion"s share of any inercased carnings for
workers = those not displaced from their
job= by a higher minimum wage — would
aeerue to the non=minority population.

How much of a higher minimum
wage would benefit families?

I the minimum wage were raised to
8515 today. less than 5" of the higher
carings would go to single parents. Two-
adult families (with or without childreen)
who are dependent onasingle minimam
wage worker would receive less than 900

of the inereased carnings.’

Is the value of the minimum wage
at a historic low?

Prior ta 1966, most jobs held by wday’s
minimum wage workers were not covered
by the minimum wage law. This includes
almost all employment sectors in which
entrv-level work s now concentrated:
retail, restaurant, hotel. laundry. food
processing. agriculture. and domestic

SerVices,

The expansion of the minimum vage
law’s coverage imvalidates simple
time/wage distinetions, Only 56%%0 ol
HON==Uperisor employees were covered
by the minimum wage thirty years ago.

ERIC

Aruitoxt provided by Eic:

Some Work

" Reported: 223% .

CNoWork Full Year
- Reported: 615% - - \QERL[ILCIEH
R, 16.2%

Table2.  The Poorest American
Households

Today. the comparable figure is 84%%,
Whereas the minimum wage was origi-
nally a wage floor for relatively
high-skilledd manulacturing. mining and
lransp(mulion work. rs. it has now
hecotne a minimumn service-seetor wage
for unshilled workers, Because productiv-
ity in service occupations has always
grown mich more slowly than i manu-
factiring (it takes the same amount of
time to change hotel bed linens or bus

a table as it did 30 vears ago). wage
linkage between sectors over time is also
irrelevant,

In addition. a narrow focus on the
minimum wage ignores other carnings of
entry=level workers. For example. hun-
dreds of thousands of tipped emplovees
are statistically reported as caruing the
minimum wage even though tip income
puts total carnings well abose the
miniunt.,

The last time the federal
minimum wage was
increased, only

17% of the new

benefits went to poor
families.

Richard Burkhauser, Syracuse
University, and Andrew Glenn,
Vanderbilt University, 1994.
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Should the minimum wage be linked
to other wages in the economy?

It is frequentdy remarked that the mini-
mum swage was H0% ol average wages in
the 1970~ and by 1994 had fallen to less
than 35", Such a <imple statement. how-
ever fails to aecount for the largest
demographic event of the 20th century:
the “baby boomers™ have moved rom
being new work foree entrants into their
high wage earnings years. The large bloc
of baby boomers skews any measure of
average wages in the economy simply [
{orce of numbers, Fully half of the
change in the relationship between mini-
murm and average wages is a statistical
artifice caused by these demographic
shift=."” Consequently. if we had indexed
the minimum wage to the average wage
prevailing in the mid-1970s. it would
now be over-indexed by at least 120%.

Should the minimum wage be linked
to the Consumer Price Index?

indexing the minimum wage to average
inflation rates assumes that all parts of
the country share a similar experience in
their inflation rates and economic
strength. But variations in economic
vitality in different parts of the country
would concentrate the negative employ-
ment effects of a higher minimum wage -
in regions with the weakest labor mar-
kets.

In testimony hefore Congress in early
1995, Federal Reserve Chairman Alan
Greenspan reported the Consumer Price
Index may overstate the true inflation
rate by as much as 15" or more than

half of 1994's inflation rate of 2.7%. Cor-

reeting inflation lor this potential 1.5%
annual bias vields a 1995 inflation-
adjusted value for the 1971 minimum
wage of $+.22. less than the current fed-
eral level of $4.25.

What would happen if the minimum
wage had been indexed to inflation
during the 1980s?

A policy to put wage increases on auto-
matic pilot could have disastrous conse-
quences for low-wage workers. Consider
that in 1982:

The U.5. economy <hrank by 2.2%. the
strongest postwar recession the country
had experienced.

Overall unemployment was 9.7%. up
from 7.6% the prior vear.

Teen (16-19) anemployment rose from
19.6 to 23.2%.

Black male teenagers saw their unem-
ployient rate go from $0.7% to £8.9%.

Yet. despite the recession, inflation for
the vear was still strong at 6.2%. [Had

the minimum wage been indexed.

we would hive been forced to raise it
notwithstanding that the economs had

plummeted and unemplovinent was
rising,

The Beneficiaries
of a Minimum Wage
Increase to $5.15

B Worker Living with
Parents: 32.7%

Married Female
Duat Earner 16 3%

[l Single Female: 12.6%
B Single Male: 9.3%

W Married Male
Dual Earner. 6.2%

M Other Relatve 4 9%

W Married Male
Sole Earner 5 0%

Cingle Mother 4 4%

Il Married Female
Sole Earner: 3.8%

I Related Sub-Family
Member. 3 7%

W Unrelated Sub-Family
Member 08%

1 Single Father- (.4%




The Minimum Wage

What types of jobs do pc-opl(- tiahe
when leaving welfare?

Mostly entry=level jobs: a majority of jobs
tahen after a period of benelits receipt
are found in either retail trade (3699) or
senvices (32%0)0 " Thix is no surprise given
the extended periods of time during
which most welfare recipients reeeive
henelits: 030 of those receiving benelits
tromm the \id to Families with Dependent
Children (AI'DCY program spend at beast
cight vears on the wellare rolls: There is
limited tabor-toree participation during
spells of henefit receipt: less than T of
recipients work at att ina vear and only
2.5% work Tull times” With this very
lmited attachment to the work foree

and tow svperience fevel entny-level
jobs often represent the only opportuni-
ties for which weltare reciptents are
qualitied.

Can entry-lesel wages replace
wellare benefits?

In many easesoves, Although many entry-
level jobs pay relatively fow wages, signil-
icant subsidies are alreads in place which
~pecitically target fow income families. By
1990 the Farned Income Tax Credit
(EITCY wibh be worth as muech as 83375
a vear in added income. equivalent to an
additional $1.69 an hour. Because of the
EFTCL o single parent leaving welfare will
carn more than many others working in
simikar jobs.

The henefits of the ETTC are mueh more
heavily targeted on low ivcome Gaumilies
than are minimum wage hikes, Only 3 1%
of the last minimum wage inerease went
to I)(N)I' .l“(l llt‘ilr-[)m)l' h““‘('}l()l(l.\. coin-
pared to 060 of the fast inerease in the

FITC,
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and Welfare Reform

Will those leaving welfare for
entry-lesel jobs require permanent
income support?

Numierous studies have <hown that the
carnings of those who begin work in
entnv-level jubs cateh up rapidiy.:

Faen those who hegin their work histo-
ries in the hospitality industry—the
proverbial “burger Hippers"—<how ~uch
robust carnings growth over time that
they elfectivels elose the initial carning-
gap with their peers who started working
at higher wages, Workers tirst emiploved
in food sernvice prior o 198 §=the group
for which the most comprehiensive data
are avaitable—enjoved average carnings
mains ol more than 1% above their ini-
tial earnings by 1994, which raised their
carnings 10 levels comparable to those of
other workers.”!

Would raising the minimum wage
help welfare recipients seeking work?

Fyvidence <hows minimum wage hikes
actually indermine welfare-to-work tran-
sition=, One study reports the effeet of
inereases in the minimum wage enacted
by varions states in the fate 1980~ was 1o
decrease the employment of wellare
recipients. Mothers who faced inereases
in their <tate’s minimum wage while
receiving weltare were more likeh to
report no labor foree participation: more
than 50%0 of them staved out of the labor
market. compared to 1000 ol those who
received AFDC and who lived in states
that did not inplement a mininum wage
Inercase,

And welfare mothers in <tates that raised
their minimum wages <staved on public
assistanee 0% longer than their coun-
terparts in ~tates where the minimum
wage was unchanged They <tmply

i0

Welfare mothers in
states that raised
their minimum wage
remained on public
assistance 44% longer
than their peers in
states where the
minimum wage
remained unchanged.

Peter Brandon,
University of Wisconsin, 1995.




“The argument that forcing
welfare recipients into the

job marlet ar low=kll.

cnirv-level jobs dooms them
to a lifetime of minimum
weage carnings is a mvth.”

Houston ¢ hnontcie

L ERIC
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could not compete with more “attractive”
workers who are drawn into the applicant
pool by the mandated higher wages,

Should the focus of welfare reform be
on government training?

The history of federalls funded training
programs has been so dismal as to make
them appear futile. While some programs
have reported large percentage gains in
earnings after training. they have not
r(-poru-d large dollar gains: carnings were
0 low to lwgm with tlmt any increase
registered as a large percentage increase.
For example. although the California
GALN program reported a 17 increase
in earnings for participants in the pro-
gram. this gain translated into only 8271
()i additional annual income.

Moreover. some programs have shown
negative carnings effects from training:
purli('ipunls in the training programs
showed lower earnings thdn those who
did not participate. The Job Training
Partnership Act actually reduced the
earnings of voung males.”

Do minimum wage workers
receive training?

Training is an integral pait of such jobs.
since so many employees have litte prior
experience, A significant portion of these
jobs includes lessons not usually thought
of as training (e.g.. working as part of a
team. taking direction. or independent
decision-making). but which are among
the most important skills society has

to offer.

In 1992, the Department of Labor issued
a report identifving 11 “necessary skills™
for the American work force. A subse-
quent survey of current and former
~mployees of the hospitality industny
revealed 80% of them found their
emplovient in this sector useful in
developing these skills needed in the
labor market. More than 90% said their
entry-level experience was “important”

in helping them learn the following “nec-
essary skills™: how to get along with all
kinds of people: communications: follow-
ing directions: listening/understanding:
and integrity/honesty. Al least 80% Sdld
th?lrJOl)b were useful in teaching respon-
sibility. decision-making. and pr()l)lcm-
~olvmﬂ A significant majority said their
enlrv-lm el Job: had taught them the nec-
essaryv skill of being a self-starter and had
holp('d them dev el()p writing and arith-
metic skills.™

According to a 1988 Department of
Labor report. “People use what they
learned on one job to leverage a better
job. Compared with all other variables
that affect earnings, learning on the job
has the most p()\wriul eﬁm‘ “ Many new
entrants in the labor market can ()nl_\
acquire such skills on the job. And until
thev acquire these skills. most of them
earn the mininum wage.
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What is the answer to low earnings?

A=~ an alternative to federal training pro-
grams. consider the carnings growth that
i~ known to take place in entev-level
work. \ study of non-college-hound
vouth ™ found that in their first four vears
after leaving high school. the wages of
entry-level workers increased by 1700 in
real doltars, These findings are particu-
larly important to the debate over welfare
reform because more than 33% of wel-
fare mothers have a high school degree.”

The earnings growth experienced by
aon-college-hound workers reflects
increased skills they gined on the job.
That inerease in shills comes about
hecause of either formal or informal
training in the workplace=training that is
often not recognized as =uch in the poliey
debates.,

Minimum wage workers clearly benefit
from skills learned on the job. Almost
two-thirds of those earning the minimuin
wage in thr mid-1980s were making
more mon. . one vear later.”

Aruitoxt provided by Eic:

Mothers on welfare in
states that raised their
minimum wage left
welfare for work 20%
less often than welfare
recipients in states
where the minimum
wage was not raised.

Peter Brandon,
University of Wisconsin, 1995.
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“[Efvery time Washington
teidens the gap betieeen
SO.00 and its legislated
minimum. people wchose

reorke skills are ralued in

heticeen /31// it that ‘:_"(1/)."

Phe Vb Jonrnal

ERIC
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The Minimum Wage and Job Loss

Do higher minimum wages lead
to job loss?

Itis well known by evonomists and law-
mahers that a higher minimunm wage
feads 1o job losses. The Fair Labor Stan-
dards Aet of 1938 cautioned the Admin-
istrator of the Wage and Hour Board to
et minimum wages at a level “which will
not substantiatly curtail emplovment™

Fmployers naturally react to higher indi-
vidual minimum wages by searching for
ways to offset these higher costs. Inereas-
ex encourage ('mpl()y('rs to automate
functions or move more aggressively
towards “sell-senviee” This phenomenon
has already been broadly experier ~ed in
banking and retailing.

Have economists changed their view
on higher minimum wages?

Some recent work has alleged tha
increases in the minimum wage do not
lead to job loss. However this is Tar from
4 COnsensUs Position aMong econonists.
Ina 1993 survey of American econo-

mists. 77 % responded that minimum
wage hikes lead to a deeline in employ-
ment.

13

Did a study of fast food restaurants in
New Jersev find no job loss as a result
of higher minimum wages?

Widespread attention was paid 1o a 1991
study by two ceonomists reporting that
fast food restaurants in New Jersey
showed no job loss. and possibiy even job
gains. after the state minimum wage rose
to $5.05 in 1992, This report was hased
or: tefephone survey data privately col-
feeted by the anthors measuring employ-
ment in both Nesw Jersev and eastern
Pennsvivania, The survey on which these
findings were based. however, was so
flawed that the New Jersev report is val-
ueless in assessing the impact of higher
minimum wages.” For example, the sur-
vev asked on~duty managers of fast food
restaurants their number of full and part
time workers. vet never defined full tme
work and failed to idemify the reference
period (full time workers this shift?
todav? thix pay period?). This resulted in
wildly fluctuating responses that were not
supported by the actual payroll records.

Other econonists re-estimated the New
Jersey fast food study using the correct
numbers from pavroll records. They
found New Jersey suffered significant job
losses from its higher minimum wage.*

Were other criticisms made of the
New Jersey stndy?

Other recent research on minimum
wages” found the Tull impact of a mini-
mum wage increase is generally not felt
for up to a vear alter the hike takes
effect. The fast food research. which only
aflowed a few months for measuring the
emplovment effects of higher mandated
wages. did not assess the most eritical
emplovment impact—the long-term effeet.
Garv Beeker 1992 Nobel Prize winner in
cconomies. has written that the fast food




studies “are fatally flawed and cannot
justify going against the accumulated evi-
dence from the many past and present
studies that find sizable negative effects
of higher minimums on employment™

Did similar data problems exist
in the Texas fast food study?

The Texas fast food studv" was carried
out by two economists. one of whom also
worked on the New Jersey study. This
study suffers from survey flaws of its own.
Focusing on the 1992 increase in the
federal minimum wage. the analysis
allowed onhy four months in which to
measure any emplovagent change. far too
short a time in which to measure effects.

Did a study find that California
employment suffered no job loss
from a higher minimum wage?

In 1992 evonomist David Card (one of
the “New Jersev™ authors) published a
studv* arguing California experienced no
ill effeets when it inereased its miniinum
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wage to $4.25 in 1988. well before the
federal rate rose to that level. To reach
this conclusion. Card compared changes
in emplovment in California to changes
in a small set of “control states.” Finding
that California’s minimum wage work
force grew at a rate similar to these other
states (which did not increase wages). he
argued emplovment in California was
unaffected by the minimun vage hike.

However. California’s economy was grow-
ing at least one-third faster than any of
Card’s “control states™ and more than
twice as fast as one of them. While Cali-
fornia’s economy grew at an 8.6% rate
hetween 1988 and 1989, the 1992 Card
study compares employment in California
to the following states: Arizona. where
the economy grew 1.8% over the same
period: Florida. with a 0.6% growth rate:
Georgia. with a 5.7% growth rate: and
New Mexico. where the economy ouly
grew -£.2% between 1988 and 1989,
Given the booming California economy.
it is no surprise Card failed to find a neg-
ative employment effect=he compared
California to states experiencing far le-s
economic growth.
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Aiter California raised
its minimum wage in
1988, retail employment
grew 14% slower than
the nation, although the
state’s retail sales were
growing at twice the
national rate.

Lowell Taylor, Carnegie Mellon
University, 1993.
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Have other recent studies found
emplovment losses from higher
minimum wages?

The strongest recent evidenee on the
effeet of higher minimum wages is fonnd
i a 1093 study carried out by Lowell
Tavlor™ of Carnegic Mellon University. Tn
contrast to the fast food studies, Taylor's
work included all workers in all sectors
of retail trade. broken down into 64
industry sectors. analyzed on a county-
by-county hasis. over the course of a full
vear. in the nation’s most populous state.
Caltfornia. (In addition to the fast food
sector. Tavlor's study examined table ser-
vice restaurants. general merchandise
stores. food stores. apparel shops. build-
ing supply retailers. furniture shops. and
numerous other seetors. leading 1o a
comprehensive assessment of employ-
ment in the entire retail industry.)

Taylor’s work showed a significant
depressing effect on job growth in retail
trade following a minimum wage
increas  Even though California’s retail
sales were growing at almost twice the
nationai rate. the state’s retail employ-
ment grew ata slower rate than the
nation’s as a whole.

Morcover. the most significant negative
emploviment eftects were found in low-
wage countics—where workers should
have been helped the most. In Sutter
County. where the increase raised aver-
age wages by more than 9%. retail
employment fell by more than 2%. In
contrast. high-wage San Francisco Coun-
ty—where market-based wages were

almost completely unaffected by the hike

in minimum wages—experienced 8%

growth in retail employment. despite hav-

ing the same growth in retail sales as
Sutter County,

Does the minimum wage affect
employment other than through
job loss? '

A focus only on the levels of employment
excludes an even wore important feature:
raizing the minimum wage makes it
harder for low-shilled adults to secure
employment. Evidence shows that after a
minimum wage increase. teens and stu-
dents displace fow=shilled adults in the
work force.” In addition. higher mini-
mum wages reduce the ability of welfare
mothers to exit the welfare program via
employment. Women receiving welfare in
states that raised their minimum wages
in the late 19805 worked 20% less thap
welfare mothers in states that did not
inerease their minimum wage."'

Is teenage employment affected by
minimum wage increases?

A 1995 report from economists at the
University of Chicago and Texas A&M
University revealed siguificant reductions
in teenage employment nationwide after
the federal minimum wage increased in
1990-91. Employment of teenage males
fell 5% after the wage hike. while
employvment of teen women fell 7%."




Is there any historical evidenee that
inereases in the minimum wage create
unemplovment?

Numerous studies over the past five
decades lunve examined the impact of the
miniinam wage on emplovment. Opin-
01 among ceonomists vary as to the
~everity ol the impact. Nonetheless, there
i~ ven little disagreement that the impact
of minimum wage hikes on emplovment
rises with the magnitude of the fncrease..

In 1978, Congress created the Minimum
Wage Study Commission to analyze the
impact of the minimum wage on U8,
emplovment. The Commission deter-
mined every 0% inerease in the mini-
mum wage results in a 1" to 3% job loss

for teenagers.”

* In 1983, the General Aecounting Office
found “virtually totad agreement that
emplovment is lower than it would have
heen it no minimum wage existed, This
i~ the case even during periods of sub-
~tantial economic growth™

* A 1988 Congressionat Budget Office
(CBO) study found a proposal to increase
the minimum wage 10 $5.05 would result
in the loss of as many as 500,000 jobs.”

* In 1988. the Council of Feonomie Advis-
ers estimated the job loss associated with
a minimum wage of $465 (up from the
1988 wage of $3.35) would be concen-
trated among younger, less skilled. and
minority warkess."

* A Brookings Institution study in the
1970 deseribed the minimum wage as
“far front the hest way to redistribute
income ... and [that] there are definite
limits to how high the minimum wage
can be raised. Usually the important limit
is the disemplovment effect”™"

The most severe
employment losses
after California’s

1988 minimum wage
increase were felt in
low-wage counties —
the poorer areas of
the state.

Lowell Taylor, Carnegie Mellon
University, 1993
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