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The Federal Minimum Wage

The federal minimum wage is $7.25/hour. A full-time worker earning the minimum wage, working
year-round without any vacation, earns only about $1,250 per month — $15,000 a year. The last time
the federal minimum wage was increased was in 2009.

The current minimum wage is the lowest it has been in the last 10 years in real (inflation-adjusted)
terms. In 1968, the minimum wage was $1.60 per hour — equivalent to $10.15 in today’s dollars. Since
then, it has dropped precipitously, losing 29 percent of its value.

If the minimum wage had kept up with inflation, it would be $10.15 today — nearly three dollars per
hour more than it is currently. A full-time worker earning that higher wage would bring home about
$21,000 annually — $6,000 a year more than what workers receive at the $7.25 minimum wage. And
if the wages of that worker had kept up with the pace of productivity growth, the minimum wage
would be $19.33 — over $40,000 per year.

A full-time, year-round minimum wage worker earning $15,000 subsists far below the federal poverty
level, which stands at $21,330 for a family of three and only rises with family size. Their annual
income is even further below that of a typical worker, who earns about $47,000 — 3 times more than a
person working full time on the minimum wage.*

Only about 20 percent of workers earning at or below minimum wage are between the ages of 16 and
19, while nearly 53 percent are above the age of 25.2 Additionally, older workers, above the age of 55,
make up about 10 percent of all workers earning minimum wage or less, and 3 percent of workers
earning minimum wage or less are older than 65.3
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Minimum Wage vs Living Expenses

The current federal minimum wage does not provide enough income for families to meet their expenses.

e The average family has monthly expenses of about $3,000. A worker earning the federal
minimum wage of $7.25/hour makes only $1,250 a month, which leaves a monthly shortfall of
about $1,800. Even earning $15/hour, a worker would still face a monthly shortfall of about
$400.

e The average cost of monthly rental housing alone in the United States is nearly $1,400.

e Even a family with two minimum wage earners working full time would earn only about $2,500
a month.
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Invisible Costs of a Low Minimum Wage

e When the minimum wage is not a living wage, families with minimum wage earners must forego
basic necessities, go into debt or get support from charities or federal government programs like
housing assistance, SNAP, Medicaid and others.

e Taxpayers end up picking up much of the cost of the shortfall between the minimum wage and a
living wage with tax dollars going toward these government assistance programs. They
effectively are subsidizing businesses that do not pay their workers enough to support themselves
or their families.

e There is evidence that when the minimum wage goes up, public assistance expenditures go
down.*
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Effects of a Minimum Wage Increase

Increasing the minimum wage would boost the earnings of millions of workers.

The Raise the Wage Act (H.R. 582),° introduced by Congressman Bobby Scott, Chairman of the
Committee on Education and Labor, would boost the federal minimum wage to $15 an hour by
2024 and index increases after that to median wage growth.

Studies have shown that increasing the minimum wage to $15/hour would give 40 million
workerss a raise.® A more conservative estimate from the Congressional Budget Office (CBO)
this month found that this legislation would increase the wages of 17 million minimum-wage
workers as well as increase the wages of another 10 million workers.” It would also lift 1.3
million people above the poverty line.®

The CBO study of the $15 proposal found that it is possible that 1.3 million workers could lose
their jobs, though it also found that no job loss is a potential scenario and that any job losses
could be temporary.® The CBO based its calculation on 11 studies on the minimum wage, giving
equal weight to them all.° The studies on small localities often showed job loss, but the studies
that looked or multiple states and jurisdictions — a situation that more closely matches an increase
in the federal minimum wage — largely did not find job loss. Thus, giving all studies equal weight
may not be the best way to estimate the nation-wide effect of a minimum wage increase.

However, most of the economics literature has found that there will be little or no job loss as a
result of minimum wage increases. For example, a seminal study in 1994 by Card and Krueger
found that New Jersey’s minimum wage increase resulted in no job loss for fast food workers and
indeed increased employment compared to fast-food restaurants in Pennsylvania.* Building on
this work, a 2010 study by Dube and colleagues has also compared contiguous counties and also
found no job loss as a result of increasing the minimum wage.*?

Recent studies by Cengiz and colleagues use sophisticated statistical techniques and find that
minimum wage increases do not lead to the loss of low-wage jobs, and other evidence suggests
that in six cities where the minimum wage increased no job loss occurred. * Additionally, though
opponents of increasing the minimum wage sometimes cite a 2017 study that claims to have
found that raising the minimum wage in Seattle to $15/hour created a reduction in worker hours,
other researchers have found credible results contradicting these findings.'* Futhermore, the
original authors of the Seattle study have since released another study showing that some workers
increased their hours or kept them constant.*®

Other Benefits to Increasing the Minimum Wage

Increasing the minimum wage has benefits beyond wage growth alone.

Studies have found that increasing the minimum wage can:

Boost the economy, since lower wage workers spend a higher share of their earnings.®
Benefit 19 million children whose parents will get a raise.’

Increase worker productivity by incentivizing people to work harder.8

Reduce the gender wage gap, as women make up a disproportionate share of minimum
wage workers.®

Reduce the rate at which renters default on their leases by giving families more
money to spend on their household budgets.?

o Reduce suicide rates, especially for those without a college or high school education.?*
o Reduce prison recidivism rates by bringing some released prisoners into legal work.?2
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State-Level Effects of a Minimum Wage Increase
e Twenty-nine states and the District of Columbia have already increased their minimum wage
above the federal minimum of $7.25/hour, and about 60 percent of Americans live in these states.?

e Estimates show that some states would have as many as 40 percent of all workers experience an
increase in their paychecks as a result of increasing the minimum wage to $15/hour.

Share of Workforce in Each State That Would Receive a Wage
Increase if Federal Minimum Wage is Raised to $15 by 2024
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Source: Economic Policy Institute Minimum Wage Simulation Model usingdata fromthe Census Bureau, Bureau of Labor Statistics, and Congressional Budget Office.

Data showing the share of the workforce in each Congressional district that would receive a wage
increase were the federal minimum wage increased to $15 by 2024 is available on this interactive map
by the Economic Policy Institute.
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The Minimum Wage Has Not Kept Up With Economic Growth

e If the federal minimum wage had kept up with productivity growth in the economy, it would
have been $19.33 in 2017. If it had kept up with the growth of average wages in the economy,
it would have been $11.62 in 2017.

e Instead, there is a gap between the declining value of minimum wage and the growth of the
overall economy, which makes it increasingly burdensome for minimum wage workers to keep
up. Average wages have grown while minimum wage workers haven’t seen a raise in 10
years.?

Minimum Wage Has Not Kept Up With Productivity or

2017 dollars Wage Growth

$25.00 If minimum wage had
grown with

$20.00 | productivity

If minimum wage

$15.00 | had grown with

average wages
/.——/4_
$10.00 Actual
(inflation
$5.00 | adjusted)
minimum
$0.00 1 L L 1 1 wage

1961 1971 1981 1991 2001 2011

Source: Economic Policy Institute Economic Snapshot, July 24, 2017

Prepared by the Democratic staff of the Joint Economic Committee
Page 5



Sources

'Bureau of Labor Statistics. “Usual Weekly Earnings of Wage and Salary Workers Second Quarter 2019 BLS News
Release (July 2019)

2 Bureau of Labor Statistics. “Characteristics of Minimum Wage Workers, 2018: Table 1” (March 2019)

8 Bureau of Labor Statistics. “Characteristics of Minimum Wage Workers, 2018: Table 1” (March 2019)

4 Dube, Arindrajit. “Minimum Wage and the Distribution of Family Incomes.” American Economic Journal — Applied
(October 2018)

> Raise the Wage Act (HR. 582)

& Cooper, David. “Raising the federal minimum wage to $15 by 2024 would life pay for nearly 40 million workers.”
Economic Policy Institute (February 2019)

" Congressional Budget Office “The Effects on Employment and Family Income of Increasing the Federal Minimum
Wage” (July 2019)

8 1hid.

¥ Congressional Budget Office “The Effects on Employment and Family Income of Increasing the Federal Minimum
Wage” (July 2019)

10 1hid.

11 Card, David & Alan Krueger. “Minimum Wages and Employment: A Case Study of the Fast-Food Industry in New
Jersey and Pennsylvnia” American Economic Review. (September 1994)

12 Dube, Arindrajit, T. William Lester, and Michael Reich. “Minimum Wage Effects Across State Borders: Estimates Using
Contiguous Counties.” The Review of Economics and Statistics (November, 2010)

13 Cengiz, Doruk, Arindrajit Dube, Attila Lindner & Den Zipperer. “The Effect of Minimum Wage on Low-Wage Jobs.”
Quarterly Journal of Economics. (May 2019).

Allegretto, Sylvia A, Anna Godoey, Carl Nadler & Michael Reich. “The New Wave of Local Minimum Wage Policies:
Evidence from Six Cities.” Institute for Research on Labor and Employment (September 2018)

14 Jardim, Ekaterina, Mark C. Long, Robert Plotnick, Emma van Inwegen, Jacob Vigdor and Hilary Wething. “Minimum
Wage Increases, Wages, and Low-Wage Employment: Evidence from Seattle.” NBER working paper, (June 2017)

15 Reich, Michael, Sylvia Allegretto and Anna Godoey. “Seattle’s Minimum Wage Experience 2015-16”. Center on Wage
and Employment Dynamics. (June 2017)

Jardim, Ekaterina, Mark C. Long, Robert Plotnick, Emma van Inwegen, Jacob Vigdor and Hilary Wething. “Minimum
Wage Increases and Individual Employment Trajectories.” NBER Working Paper (October 2018)

18 Cooper, David. “Raising the federal minimum wage to $15 by 2024 would life pay for nearly 40 million workers.”
Economic Policy Institute (February 2019)

17 Ibid.

18 Coviello, Decio, Erika Deserranno & Nicola Persico. “Minimum Wage and Individual Worker Productivity: Evidence
from a Large US Retailer.” (February 2019)

19 Bargain, Olivier, Karina Doorley & Philippe Van Kerm. “Minimum Wages and the Gender Gap in Pay: New Evidence
from the UK and Ireland.” IZA Discussion Paper Series. (April 2018). See BLS “Characteristics of Minimum Wage
Workers” — women make up more than half of minimum wage and low wage workers.

20 Agarwal, Sumit, Brent W. Ambrose and Moussa Diop. “Do Minimum Wage Increases Benefit Intended Households?
Evidence from the Performance of Residential Leases.” Federal Reserve Bank of Philadelphia Working Papers (July 2019)
21 Dow, William H, Anna Godoy, Christopher A. Lowenstein & Michael Reich. “Can Economic Policies Reduce Deaths of
Despair?” NBER working Paper No. 25787 (April 2019)

22 Agan, Amanda Y. & Michael D. Makowsky. “The Minimum Wage, EITC, and Criminal Recidivism” NBER Working
Paper No. 25116 (September 2018)

23 Congressional Budget Office “The Effects on Employment and Family Income of Increasing the Federal Minimum
Wage” (July 2019)

24 Cooper, David. “Congress has never let the federal minimum wage erode for this long.” Economic Policy Institute (June
2019)

Prepared by the Democratic staff of the Joint Economic Committee
Page 6


https://www.bls.gov/news.release/pdf/wkyeng.pdf
https://www.bls.gov/opub/reports/minimum-wage/2018/home.htm
https://www.bls.gov/opub/reports/minimum-wage/2018/home.htm
https://www.dropbox.com/s/bg5fasegppctbpk/Dube_MinimumWagesFamilyIncomes_NBERWP.pdf?dl=0
https://www.congress.gov/bill/116th-congress/house-bill/582/text
https://www.epi.org/files/pdf/160909.pdf
https://www.cbo.gov/system/files/2019-07/CBO-55410-MinimumWage2019.pdf
https://www.cbo.gov/system/files/2019-07/CBO-55410-MinimumWage2019.pdf
https://www.cbo.gov/system/files/2019-07/CBO-55410-MinimumWage2019.pdf
https://www.cbo.gov/system/files/2019-07/CBO-55410-MinimumWage2019.pdf
http://davidcard.berkeley.edu/papers/njmin-aer.pdf
http://davidcard.berkeley.edu/papers/njmin-aer.pdf
https://irle.berkeley.edu/files/2010/Minimum-Wage-Effects-Across-State-Borders.pdf
https://irle.berkeley.edu/files/2010/Minimum-Wage-Effects-Across-State-Borders.pdf
https://academic.oup.com/qje/article-abstract/134/3/1405/5484905
https://irle.berkeley.edu/the-new-wave-of-local-minimum-wage-policies-evidence-from-six-cities/
https://irle.berkeley.edu/the-new-wave-of-local-minimum-wage-policies-evidence-from-six-cities/
https://www.nber.org/papers/w23532
https://www.nber.org/papers/w23532
https://irle.berkeley.edu/files/2017/Seattles-Minimum-Wage-Experiences-2015-16.pdf
https://www.nber.org/papers/w25182
https://www.nber.org/papers/w25182
https://www.epi.org/files/pdf/160909.pdf
http://tintin.hec.ca/pages/decio.coviello/research_files/Draft_MinW.pdf
http://tintin.hec.ca/pages/decio.coviello/research_files/Draft_MinW.pdf
http://ftp.iza.org/dp11502.pdf
http://ftp.iza.org/dp11502.pdf
https://www.phil.frb.org/-/media/research-and-data/publications/working-papers/2019/wp19-28.pdf
https://www.phil.frb.org/-/media/research-and-data/publications/working-papers/2019/wp19-28.pdf
https://www.nber.org/papers/w25787
https://www.nber.org/papers/w25787
https://www.nber.org/papers/w25116
https://www.cbo.gov/system/files/2019-07/CBO-55410-MinimumWage2019.pdf
https://www.cbo.gov/system/files/2019-07/CBO-55410-MinimumWage2019.pdf
https://www.epi.org/publication/congress-has-never-let-the-federal-minimum-wage-erode-for-this-long/

