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minimum wage
Would raising the rate be good for the economy?

P

olitical pressure is building on Congress to raise the
federal minimum wage, which has remained at $7.25
an hour since 2009. Polls show a majority of Americans support the idea; low-wage workers have staged

protests demanding higher pay; and 21 states have set their own
hourly minimums at more than $7.25. Congressional Democrats have
introduced legislation to raise the federal minimum to $10.10 an hour,
to be phased in over a little more than two years, and President
Obama has expressed support for the measure. But business groups,
including the National Restaurant Association and U.S. Chamber of
Commerce, strongly oppose an increase, saying it would force fast-

The Grinch looks on as Chicago fast-food and retail
workers demand an increase in their minimum wage
on Dec. 5, 2013. The protest at a Chicago Sears store
was part of a one-day labor walkout in 100 cities.

food outlets, retailers and other employers to eliminate jobs for the
poorest, lowest-skilled workers. Supporters of an increase say raising the minimum would cause minimal job loss while putting
money into the hands of low-wage workers who would spend it,
boosting the economy. The debate over the federal minimum
wage is likely to run through this year’s mid-term elections as
Democrats have promised to try to make raising the minimum a
wedge issue.
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minimum wage
BY BARBARA MANTEL

THE ISSUES

portunities for the lowestskilled workers, while doing
nothing to reduce poverty or
rystal Dupont, 25, was
help the economy.
trying to make ends
Last year, congressional
meet on the federal
Democrats introduced legislaminimum wage. Dupont
tion to raise the federal minworked 30 to 40 hours a
imum wage, and five states
week as a customer service
raised their own wage floors.
representative and earned beThe bill before Congress, which
tween $7.25 and $8 an hour.
President Obama supports,
“I try to live within my
would raise the federal minimeans, but sometimes you
mum in stages over a little
just can’t,” the Houston, Texas,
more than two years — from
resident told a reporter last
$7.25 to $10.10 an hour —
march. Dupont said she had
and then index it to inflation.
no health insurance, was be“Income inequality is one
hind on her car payments
of the greatest threats to Amerand had taken out pawn shop
ica’s long-term economic vitalloans to cover expenses.
ity, yet we are widening that
Dupont lived with her
inequality with wages that submother, whose disability benject people to live in poverty,”
e f i t s a n d fo o d s t a m p s
the bill’s co-sponsor, California
helped. Enrolled in commuDemocratic Rep. George
nity college, Dupont studied
miller, said last march. 3
as much as she could. “It
Congressional opponents
tells me that there’s more than
insist the economy is too fragwhat I’m doing now out there
ile for an increase in the min— there’s more to life than
imum wage. “Listen, when
this,” she said. 1
people are asking the quesPressure is building on
tion, ‘where are the jobs?’ why
Congress to raise the federwould we want to make it
President Obama, along with a majority of Americans,
al minimum wage, which
harder for small employers to
supports a hike in the federal minimum wage. “We know
has remained at $7.25 an hour
hire people?” said House Speakthat there are airport workers, and fast-food workers,
since 2009. Polls show a maer
John Boehner, R-Ohio, last
and nurse assistants and retail salespeople who
jority of Americans support
february. 4
work their tails off and are still living at or
barely above poverty,” he said recently.
the idea, and last year lowmeanwhile, 21 states have
wage workers captured naminimum wages that exceed
tional media attention with
the federal minimum, with
protests at retailers such as
washington state’s, at $9.32 an
macy’s, Sears and walmart and fast- a perennial national debate about the hour, the highest.
food outlets such as Dunkin’ Donuts, minimum wage against a backdrop of
It turns out relatively few people make
growing income disparity, stagnant the federal minimum of $7.25.
mcDonald’s and Subway.
more workers making the minimum real wages and rising poverty. AdvoAccording to the Bureau of Labor
wage are employed in the food-services cates say increasing the federal mini- Statistics, about 1.6 million Americans,
industry than in any other, according mum wage would help struggling low- or 2 percent of all hourly workers, earned
to the U.S. Bureau of Labor Statistics income families, nudge down poverty the federal minimum wage in 2012. most(BLS). workers in sales, office support, and increase consumer demand, all with ly female, more than half were less than
transportation and personal care fol- minimal loss of jobs. Opponents counter 25 years old and nearly a third were
that it would lead employers to auto- teenagers. The vast majority — 68 perlow. 2 (See chart, p. 80.)
The protesters have helped to renew mate workplaces and reduce job op- cent — worked part time. 5
Getty Images/Pool/Aude Guerrucci
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Minimum Wage’s Buying Power Peaked in 1968
The federal minimum wage rose after World War II as the U.S. economy
expanded, but its purchasing power peaked in the mid-1960s and
declined sharply in the 1980s and ’90s. The minimum wage has
risen from 25 cents an hour in 1938 — $4.08 in today’s dollars —
to $7.25 today. In 1968 it was $1.60 per hour — $10.77 in today’s
dollars after adjusting for inflation using the Consumer Price Index.
(Minimum Wage)

Federal Minimum Wage, 1938-2013
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Source: Craig K. Elwell, “Inflation and the Real Minimum Wage: A Fact Sheet,”
Congressional Research Service, Sept. 12, 2013, www.fas.org/sgp/crs/misc/R42973.pdf

But if Congress raised the minimum
wage to $10.10 an hour, many more
than 1.6 million hourly workers would
be affected. The nearly 17 million workers who earn between the current and
proposed minimum wage would receive an automatic pay hike. And the
wages of 11 million others who make
just over $10.10 an hour would also
rise, as employers adjust their pay scales
upward, according to the Economic
Policy Institute, a washington-based
think tank that favors a minimum
wage hike and says raising the minimum would not cost jobs. 6
This broader group of low-wage
workers is older than those currently
earning the $7.25 federal minimum wage.
more than half are at least 30 years old;
only 13 percent are teens. And, more
than half are working full-time. 7
Proponents of raising the minimum
wage say it has not kept up with the
rising productivity of low-wage workers and that its real value has eroded
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over time. Adjusted for inflation using
the Consumer Price Index, the federal minimum has fallen from a high of
$10.77 in 1968 to $7.25 in today’s dollars. (See graphic, above.)
But opponents of a higher minimum wage say the erosion has not
been nearly that steep. James Sherk,
a senior policy analyst in labor economics at the Heritage foundation, a
conservative think tank in washington, uses an alternative government
measure, the Personal Consumption
Expenditure Price Index, to adjust the
minimum wage. He says the real value
of the minimum wage reached a high
of only $8.28 in 1968. Thus, he says,
“Raising the federal minimum wage to
$10.10 an hour would be taking it well
above anything we’ve seen before.”
In any case, the main reason for
raising the wage floor is “fairness,” says
Arindrajit Dube, an economics professor and minimum wage researcher
at the University of massachusetts,

Amherst. The federal minimum wage
represents about 37 percent of the median wage of all fulltime American
workers, down from 55 percent in
1968, says Dube. “Raising it to $10.10
an hour would get us back to about
50 percent, which is more in line with
the average for other OECD countries,”
he adds, referring to the Paris-based
Organisation for Economic Co-operation
and Development.*
According to a Washington PostABC News poll, about two-thirds of
Americans say the minimum wage
should be increased, although the average minimum suggested was $9.41
an hour. Breaking it down along
party lines, 85 percent of Democrats
support raising the minimum wage,
while Republicans are split 50-45 on
the issue. 8
meanwhile, it cost U.S. taxpayers about
$243 billion per year between 2007 and
2011 to provide low-income working
families with public aid through one or
more of four programs — medicaid,
food stamps, the Earned Income Tax
Credit and Temporary Assistance for
Needy families (TANf), according to a
study by academic researchers. The study
was funded by fast food forward, a
New York organizer of the fast-food
strikes. 9 (See story, p. 84.)
“One answer to the feeling that
public aid programs are too expensive is to raise the minimum wage so
that more of workers’ earnings come
from employment,” says marc Doussard, a co-author of the study and professor of urban and regional planning
at the University of Illinois at UrbanaChampaign.
According to the study, the restaurant and food services industries — at
44 percent — had the highest share of
workers with a family member enrolled
in one or more public-assistance pro* The OECD, made up of 34 market-oriented
democracies, conducts economic research and
provides a forum for governments to discuss solutions to common economic problems.

grams. Thirty-five percent of agricultural, forestry or fisheries workers had
a family member receiving some form
of public assistance, and 30 percent of
workers in the retail, leisure and hospitality industries lived in such families.
In contrast, the share in manufacturing,
where wages are higher, was just above
20 percent. 10
But Thomas fullerton, an economist at the University of Texas at El
Paso, says that without low-wage jobs,
“these workers would be much worse
[off] because their income levels would
be even lower and they would require greater amounts of public assistance in order for their families to
survive.” 11
Against this backdrop, these are
some of the questions being debated:
Would raising the federal minimum wage mean job losses?
Even the experts can’t reach consensus on how raising the federal minimum wage would affect the number
of low-skilled jobs. In a 2013 survey,
about a quarter of 38 elite university
economists from diverse backgrounds
— including Nobel laureates, editors of
leading scholarly journals and past
Democratic and Republican presidential
advisers — said they were uncertain
whether “raising the federal minimum
wage to $9 an hour would make it
noticeably harder for low-skilled workers to find employment.” The rest were
almost evenly split between those who
agreed and disagreed. 12
“The empirical evidence now pretty decisively shows no employment
effect,” mIT economist michael Greenstone wrote in his survey response,
while Yale economist Joseph Altonji
wrote, “The weight of the evidence is
that a modest increase will have a
small negative effect on employment
of low-skill workers.” 13
Economists have been wrestling
with this question for decades, with
contradictory results. many variables
affect employment, such as oil shocks,

www.cqresearcher.com

Majority of Minimum-Wage Workers Are 16-24
More than half of minimum wage workers are between 16 and 24
years old, according to the U.S. Labor Department. More than
two-thirds of workers earning the federal minimum wage are
employed part time.
Minimum Wage Workers by Age and Hours, 2012

By Age:

25 or
older

45%

By Full- and Part-Time
Status:*

Full-Time
Workers

16-24

PartTime
Workers

55%

32%

67.9%
* Figures do not add to 100 because of rounding.
Source: “Characteristics of Minimum Wage Workers: 2012,” Table 1, U.S. Bureau of
Labor Statistics, www.bls.gov/cps/minwage2012tbls.htm#1

recessions and population shifts, and
economists must choose how to control for such variables to isolate the impact of the minimum wage.
“It really comes down to a judgment
call,” says John Schmitt, a senior economist at the Center for Economic and
Policy Research, a liberal think tank
in washington.
Two different research approaches
emerged in the early 1990s. One group
of economists aggregated data from all
50 states, controlled for extraneous
variables and concluded that minimum
wage increases over the years had reduced employment. 14 At about the
same time, Princeton economists David
Card and Alan Krueger hit on the novel
idea of conducting a “natural” experiment. It was 1992, and New Jersey had
just raised its minimum wage, from
$4.25 an hour to $5.05, while neighboring Pennsylvania had not. To test

the notion that when the wage floor
goes up employment goes down, the
economists decided to use New Jersey
as the experimental case and Pennsylvania as the control. The idea was that
regional economic differences that might
have skewed previous national research would disappear when comparing areas so close together and, presumably, economically alike.
for nearly a year, Card and Krueger
surveyed employment levels at 410
fast-food outlets on either side of the
state line. To the surprise of many,
they found “no indication that the rise
in the minimum wage reduced employment.” 15
“I think it was an exquisite piece
of work,” says Schmitt. “It definitely
changed the way economists think
about the minimum wage.”
Critics complained, however, that
the experiment focused on just one
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But william Dunkelberg, chief economist at the Nashville-based National
federation of Independent Business,
an association of small-business owners, doesn’t believe a higher wage
lessens turnover or that small businesses can pass on much of the high-

Getty Images/Alex Wong

case at one point in time. So a new
crop of economists expanded the research to include cross-border comparisons nationwide and over many
years. They came to the same conclusion. “for the kinds of minimum
wage increases that we have seen in

House Speaker John Boehner, R-Ohio, and other congressional opponents of
increasing the minimum wage say the economy is too fragile to handle a
hike now. “Listen, when people are asking the question ‘Where are the jobs?,’
why would we want to make it harder for small employers to
hire people?” he said in February 2013.

the U.S. in the last 20 years, there isn’t
much evidence of any measurable job
loss,” says Dube of the University of
massachusetts, who is one of the economists.
Two explanations are possible, Dube
says. Employees may stay on the job
longer, reducing employers’ turnover
costs, such as recruitment and training expenses, and partially offsetting
the cost of higher wages. Employers
also could be passing on some of the
increased labor costs to customers by
raising prices. “And if customers continue to buy roughly, for example, the
same number of burgers and fries that
they were buying before, then there
is less impetus to cut employee hours
or the number of jobs,” says Dube.
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er labor costs to consumers without
affecting sales.
“Consumers buy less, and then maybe
you fire a worker because you don’t
need 10 anymore, maybe you need 9,”
he says. “That’s how the minimum wage
gets paid for.”
Researchers who say raising the minimum wage costs jobs have issued their
own critique of Dube and his crossborder approach. “maybe the counties
that are separated by a state border are
not so similar after all,” which would
make comparisons between them flawed,
says J. m. Ian Salas, a fellow at the Harvard Center for Population and Development Studies.
In 2012, Salas co-wrote a paper with
David Neumark, an economist at the

University of California, Irvine, and
william wascher, a member of the board
of governors of the federal Reserve
System, whose decades of research have
found a negative impact on employment from raising the minimum wage.
The three found what they considered
a better comparison of counties for
every state minimum wage increase between 1999 and 2011, and the counties weren’t always adjacent.
“when we do our analysis, we found
that for every 10 percent increase in
the minimum wage, teen employment
goes down by 1.5 percent” the following year, says Salas. Researchers
often use teenagers as a proxy for
low-wage earners.
Dube will be publishing a paper in
response, as the debate continues, underscoring that what seems like a relatively simple question is anything but.
Would raising the federal minimum wage reduce poverty?
In a speech last month, President
Obama appealed to Congress to raise
the minimum wage in order to help
the poor. “we know that there are airport workers, and fast-food workers,
and nurse assistants, and retail salespeople who work their tails off and
are still living at or barely above poverty,” he said. 16
Nearly 47 million Americans, or 15 percent, live in poverty, according to the
U.S. Census Bureau. 17 But economists
continue to debate the merits of using
the minimum wage as an antipoverty
tool.
Opponents of raising the wage
floor say it will help too many lowwage workers from middle-class households who are employed part time.
Supporters say many of those households are struggling financially and
some would be classified as poor if
it weren’t for the government’s artificially low poverty thresholds.
But everyone agrees that raising the
minimum wage won’t help the nonworking poor. “It’s absolutely true that

if you really want to address poverty,
you have to help a lot of people who
aren’t working right now, and increasing
the minimum wage is not going to do
that,” says David Cooper, an economic analyst at the Economic Policy Institute. The minimum wage was devised to bring fairness to the labor
structure, not to fight poverty, he says.
“But that doesn’t mean it’s not going
to help a lot of people who are earning very low wages and who may be
in or very close to being in poverty.”
Others say increasing the base wage
will do little to reduce poverty. Their
argument partly harks back to the jobs
debate. “There are winners, to be sure
— those whose wages increase and
who retain their jobs and don’t have
their hours reduced,” said University of
California, Irvine’s Neumark. “But some
low-skilled workers lose their jobs, and
others fail to find work because of the
higher wage floor.” 18
Cooper doesn’t agree that jobs will be
lost. Instead, he estimates that 28 million
Americans would see their wages go up
if the federal minimum wage were raised
to $10.10 an hour, receiving “an additional $35 billion dollars in earnings over
the phase-in period,” which is a little over
two years.
But conservative analysts say those
in poverty won’t be the biggest beneficiaries. first, nearly 40 percent of
workers in poor families earn more
than $10.10. “The reason they are poor
is not the wage rate. They are poor
because they don’t have enough hours,”
says Richard Burkhauser, an economist at Cornell University in Ithaca,
N.Y. The number of employees — at
all income levels — working part-time
because they can’t find full-time work
or their employers have cut their hours
has nearly doubled since 2007. 19
Second, many people earning less
than the proposed new $10.10 wage
floor are middle class, they say. “mandated wage floors do a bad job of directing benefits to low-income families,” said Neumark. 20
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“It’s not perfectly targeted, true, but
most of the water gets to the fire,”
counters economist Jared Bernstein, a
senior fellow at the Center on Budget
and Policy Priorities, a liberal think tank
in washington. In his analysis, 26 percent of the benefits of the proposed
minimum wage increase would flow
to the bottom 10 percent of the workforce with family incomes below $20,000
a year. “OK, some of those families will
not be [officially designated as] poor
because the poverty threshold for a
parent with a kid, for example, is below
that,” he says. The threshold for a family of two is $14,937 a year. 21
“But I don’t care about that,” Bernstein continues. “we must be careful
not to be wedded to poverty thresholds that are inadequate measures of
who needs the help.” Half the benefits, he says, flow to the bottom quarter of the workforce with family incomes below $35,000. The official
poverty threshold for a family of five
is $27,827 a year. 22
Still, that leaves the other half of
the benefits flowing to those with family incomes above $35,000. “If it helps
people further up the income ladder,
great. But the point is having a floor
under wages so people at the low end
see improvement in their living standards,” says Cooper.
Economists have tried to parse the
impact of past minimum-wage increases
on state poverty rates. Burkhauser, who
wrote several of those studies, says,
“we find none.” After examining states
that had raised their minimum wage,
Burkhauser and his coauthors found
“that a), there was no change in the
overall poverty rate in the state, and b),
there was no change in the poverty rate
in households with workers,” he says.
“what this evidence has more or
less confirmed,” he says, “is that if you
are interested in helping the working
poor, the minimum wage just doesn’t
do it.”
But Dube says the previous studies
didn’t cover enough years. Using data

from more than two decades, he concludes that “raising the minimum wage
actually tends to have a moderate-sized
reduction in the poverty rate.”
Applying his results to the 39 percent increase in the wage floor proposed by congressional Democrats, he
predicts 1.7 percentage points would
be shaved from the 17.5 percent poverty rate among the non-elderly population. That would mean 4.6 million fewer
non-elderly people living in poverty. 23
Still, if the only goal was to fight
poverty, other policies are better targeted than the minimum wage, says
Dube. “You could significantly ramp
up food stamps, for example.”
Burkhauser suggests that the government raise the current Earned Income Tax Credit (EITC) and expand
eligibility. The credit reduces the amount
of tax owed or provides a tax refund
for low- to moderate-income workers
and shrinks as income rises. But while
it provides a generous subsidy for lowincome parents, it provides very little
for childless adults and nothing for
young adults with no children.
“I would much prefer to make all
low-income kids between 18 and 25
eligible for the EITC,” says Burkhauser,
“rather than forcing employers to pay
a wage to these kids higher than their
skill level warrants.”
But Cooper says if the government
expanded the tax credit, it would also
have to raise the minimum wage. The
tax credit encourages more people to
enter the workforce, putting downward
pressure on wages as more people
compete for jobs, research shows.
“There have been some estimates that
say for every dollar spent on the EITC,
employers are essentially capturing
about 27 cents” by being able to keep
wages low, says Cooper.
Would raising the federal minimum wage help the economy?
when Sen. Tom Harkin, D-Iowa,
introduced his bill to raise the minimum wage last march, he said it
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Food-Service Leads Minimum-Wage Ranks
More than 400,000 food-preparation and food-service workers earn
the federal minimum wage of $7.25 an hour, the largest occupational
category of minimum-wage workers. Retail and other sales-related
occupations rank next, followed by office support, transportation and
personal care jobs.

Five largest occupational categories of
minimum-wage workers, 2012
Food preparation and service-related jobs: 408,000
Sales and related jobs: 400,000
Office and administrative support: 150,000
Transportation and material-moving jobs: 136,000
Personal care and service jobs: 120,000
* Data do not include self-employed persons.
Source: “Characteristics of Minimum Wage Workers, 2012,” Table 4, U.S. Bureau of
Labor Statistics, www.bls.gov/cps/minwage2012tbls.htm#4

would give hourly workers a fair wage
and grow the economy. “with an increase in the minimum wage, workers will have more money to spend,”
Harkin said. “This is just basic economics: Increased demand means increased economic activity.” 24
“wage stagnation is one of the key
things holding back our economy
from growing the way we need it to,”
says Paul Sonn, general counsel at the
National Employment Law Project
(NELP), a legal organization in New
York that promotes worker rights. “we
need to find ways to increase wages
across the bottom of the economy to
create consumer demand.”
But Sherk of the Heritage foundation says any economic boost triggered
by a wage increase would be temporary and dissipate once economic
growth resumes a more normal pace.
“And then you must couple that with
the straight-up losses in employment
and that this money . . . is either coming from consumers in the form of
higher prices or it’s coming from reduced business earnings.” The losses
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stemming from a minimum-wage increase would outweigh the benefits,
says Sherk.
But analysts such as Cooper say
transferring money from consumers
and business owners to low-wage workers would help the economy. “You are
going to be putting more money into
the hands of people who are going
to spend it right away because they
have to,” says Cooper. “And they are
going to spend those dollars in their
local economies instead of [having
them] just sitting in banks.”
But Dunkelberg of the National
federation of Independent Business
says the spending habits of many consumers, small-business owners and lowwage workers aren’t that different.
“These aren’t rich people coming into
these restaurants. They’re just kind of
ordinary folk, like the minimum wage
workers. And, again, many minimum
wage workers are not poor people.”
Sherk estimates that a minimum wage
increase to $10.10 an hour would eliminate about 300,000 jobs and $40 billion a year from the nation’s gross do-

mestic product (GDP) by 2017.
Cooper, meanwhile, estimates that
after accounting for some reduced corporate profits and higher consumer
prices, GDP would increase by about
$22 billion over the phase-in period
— enough to create about 85,000 jobs.
The University of massachusetts’
Dube, who favors the congressional
proposal, says he believes there would
be some net increase in consumer
spending. “But as I have tried to point
out every chance I get, I think this is
really small,” he says, “and as a result,
you just won’t find anything on the
aggregate economy.”
He supports raising the minimum
wage because he believes it will reduce wage inequality. “This is why
the vast majority of people in the U.S.
support raising the minimum wage,”
he says. 25

BACKGROUND
Early State Laws
he campaign for a minimum
wage in the early 1900s was part
of a broader program of social reform
in response to urbanization and industrialization. Yet the first American
minimum wage laws applied only to
women, the result of two U.S.
Supreme Court decisions.
In 1905, the Supreme Court (in
Lochner v. New York) voided a New
York law that established maximum
working hours for bakers — all of
whom were men at the time. The court
said bakers, equal in intelligence and
capacity to other working men, did
not need state protection to assert their
rights. 26 If a law regulating working
hours for men was unconstitutional, it
stood to reason that a “minimum wage
law covering men was clearly doomed,”
wrote political scientist Jerold waltman,
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of Baylor University in waco, Texas,
in Minimum Wage Policy in Great
Britain and the United States. “However, since women, for any number of
reasons, were not able to assert their
rights in the workplace, and because
their health affected children yet to be
born, a case might be made that legislation applying to women could survive judicial scrutiny.” 27
That thesis was successfully tested
in Muller v. Oregon (1908), when the
Supreme Court upheld a new Oregon
law regulating the working hours of
women. The court cited women’s smaller physical stature and lesser endurance
compared to men and a lack of equal
opportunities. “Education was long denied her, and while now the doors of
the schoolroom are opened and her
opportunities for acquiring knowledge
are great, yet, even with that and the
consequent increase of capacity for
business affairs, it is still true that, in
the struggle for subsistence, she is not
an equal competitor with her brother,” the court said. 28 The decision
opened the way for female-specific
minimum wage laws.
In 1912, massachusetts became the
first state to pass such a law, prodded
by middle-class women reformers.
Unions, for the most part, were less
enthusiastic. Samuel Gompers, president of the American federation of
Labor, the largest labor federation at
the time, opposed minimum wage laws,
“fearing they would undermine collective bargaining,” wrote waltman. 29
The massachusetts measure established regulatory boards that set minimum wages for women equal to the
cost of living. Yet the law was, in
essence, voluntary. The only penalty
for employers who violated it was to
have their names publicized in local
newspapers. “However, the massachusetts law had an important effect: It
emboldened minimum wage advocates
in other states,” wrote waltman. 30
within a decade, 14 other states and
Puerto Rico had passed similar statutes,

Rep. George Miller, D-Calif., left, and Sen. Tom Harkin, D-Iowa, announce their
sponsorship on March 5, 2013, of a bill that would raise the federal minimum
wage to $10.10 an hour. “Income inequality is one of the greatest threats to
America’s long-term economic vitality, yet we are widening that inequality
with wages that subject people to live in poverty,” Miller said.

and Congress passed a minimal wage
law for the District of Columbia.* Oregon, for example, set a minimum wage
of $8.25 per week for women. Unlike
the massachusetts law, most other statutes
imposed some kind of penalty on violators, although it was usually minimal.
Yet by the end of the 1920s, seven
of the original minimum wage laws
had been found unconstitutional; five
were either never enforced or were
repealed; and the remaining laws were
enforced with “discretion,” including
targeting only small noncompliant firms
that could not afford legal appeals, according to economist Clifford Thies in
a review of the early laws. 31
The cascade of reversals began in
1923 when the U.S. Supreme Court,
in Adkins v. Children’s Hospital, struck
down the District of Columbia’s minimum wage law as a violation of the
fifth Amendment’s due process clause.
In its 5-3 majority opinion, the court
wrote that the inequality of the sexes
* The states are Arizona, Arkansas, California,
Colorado, Kansas, Minnesota, Nebraska, North
Dakota, Oregon, South Dakota, Texas, Utah,
Washington and Wisconsin.

cited in its Muller v. Oregon decision
had been greatly diminished, especially
in light of the 1920 ratification of the
19th Amendment giving women the right
to vote. “. . . [I]t is not unreasonable to
say that these differences have now come
almost, if not quite, to the vanishing
point,” the court said. 32 working women,
in other words, no longer needed the
protection of the state when entering
into contracts with employers.
Chief Justice william Howard Taft
issued a strong dissent, writing that
minimum wage laws rightly assumed
that the lowest paid employees are
not on equal footing with their employers and “are prone to accept pretty much anything that is offered.” 33

Congress Acts
mid the economic pressures of the
Great Depression, the Supreme
Court revisited state minimum wage
laws and reversed course in march
1937. In West Coast Hotel Co. v. Parrish,
the court upheld the constitutionality of
washington state’s long-standing minimum wage law in a 5-4 vote. “The ex-
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also would establish a five-member
labor standards board that could authorize even higher pay and shorter
hours after holding public hearings.
Opponents argued that a wage
floor would cost jobs and impose antibusiness government mandates. The
National Association of manufacturers
called the president’s bill “a step in
the direction of communism, Bolshevism, and Nazism.” 36
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ploitation of a class of workers who
are in an unequal position with respect
to bargaining power, and are thus relatively defenceless against the denial of
a living wage, is not only detrimental
to their health and well-being but casts
a direct burden for their support upon
the community,” wrote Chief Justice
Charles Evans Hughes. 34
Two months after the landmark decision, Democratic President franklin D.

During the Great Depression, the U.S. Supreme Court upheld, 5-4, the
constitutionality of Washington state’s long-standing minimum wage law, which
applied only to women. “The exploitation of a class of workers who are in an
unequal position with respect to bargaining power, and are thus relatively
defenseless against the denial of a living wage, is not only detrimental to
their health and well-being but casts a direct burden for their support
upon the community,” Chief Justice Charles Evans Hughes
(center, front row), wrote in March 1937.

Roosevelt called on Congress to pass
a national minimum wage law. “All but
the hopeless reactionary will agree
that to conserve our primary resources
of manpower, government must have
some control over maximum hours,
minimum wages, the evil of child labor
and the exploitation of unorganized
labor,” Roosevelt said in proposing a
minimum wage law. 35
The initial draft of the bill set a 40cent-per-hour minimum wage, a 40hour maximum workweek and a minimum working age of 16. It applied to
both sexes. The proposed legislation
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Organized labor was split in its
support. “Some leaders, such as Sidney Hillman of the Amalgamated Clothing workers Union and David Dubinsky of the International Ladies’
Garment workers’ Union, supported
a strong bill,” according to a Department of Labor history of the era. But
both william Green of the American
federation of Labor and John L. Lewis
of rival labor group Congress of Industrial Organizations “favored a bill
which would limit labor standards to
low-paid and essentially unorganized
workers,” the Labor Department his-

tory said. They feared that a minimum wage would become a maximum wage and that a wage board
would interfere with collective bargaining. As a result, Congress amended the bill to exclude work covered
by collective bargaining. 37
After bruising political battles and
additional revisions that, among other
things, lowered the minimum wage
to 25 cents an hour in the first year
and postponed its rise to 40 cents an
hour until 1945, Congress passed the
legislation in mid-June 1938. President
Roosevelt signed the landmark fair
Labor Standards Act (fLSA) on June 25.
(A 25-cent hourly wage in 1938 would
be equivalent to $4.13 today, and 40 cents
in 1945 would be worth $5.18, using
the Consumer Price Index to adjust
for inflation.) 38
In its final form, the fLSA covered
only about one-fifth of the labor force:
individuals working in manufacturing,
mining, transportation and public utilities, if they produced goods or services that moved across state lines.
The law exempted or excluded executives, supervisors and those who
worked in agriculture, urban mass
transit and retail. In all, only about
300,000 workers received a raise. 39
As a result, “gendered state policies
remained the only recourse for many
low-paid workers, especially for many
women workers,” wrote scholar vivien
Hart in Bound by Our Constitution:
Women, Workers, and the Minimum
Wage. 40 following the Supreme Court’s
1937 decision, states and territories enacted new minimum wage laws, revived earlier laws and amended existing ones — but most applied only
to women and teens. within four
years, 26 states, the District of Columbia, and the territories of Puerto
Rico and Alaska (not yet a state) had
minimum wage laws on the books.
Only a handful, including the laws of
New York, Rhode Island and Connecticut, applied to both sexes. 41
Continued on p. 84

Chronology
1900s-1920s
States establish minimum wages
that apply only to women, but
courts nullify the measures, arguing that women no longer
need protection when entering
work contracts.
1905
In Lochner v. New York, the U.S.
Supreme Court voids a New York
state law setting maximum working
hours for male bakers.
1908
In Muller v. Oregon, the U.S.
Supreme Court upholds an Oregon
law regulating women’s working
hours, setting the stage for minimum wage laws for women.
1912
massachusetts becomes the first
state to enact a minimum wage
for women.
1923
By 1923, 14 other states, Puerto
Rico and the District of Columbia
have passed similar laws for
women. . . . In Adkins v. Children’s Hospital, the U.S. Supreme
Court strikes down the District of
Columbia’s minimum wage law.
1929
By now, minimum wage laws for
women have been declared unconstitutional, repealed or barely enforced.
•

1930s-1940s
During the Great Depression
and emergence of a more activist federal government, the
Supreme Court upholds minimum
wage for women; Congress and
states follow with new laws covering more workers.
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1937
Reversing Adkins, Supreme Court
upholds constitutionality of washington state’s minimum wage law
(West Coast Hotel Co. v. Parrish),
which applied only to women.

1974
During administration of Republican President Richard m. Nixon, a
Democratically controlled Congress
raises the minimum wage to $2.30
an hour.

1938
Democratic President franklin D.
Roosevelt signs the landmark fair
Labor Standards Act, which establishes a minimum wage of 40 cents
an hour by 1945 for both male and
female workers but covers only
about one-fifth of the labor force.

1977
Under Democratic President Jimmy
Carter, Congress increases the minimum wage to $3.35 but rejects
Carter’s proposal to index it to the
average manufacturing wage.

1941
Twenty-six states, the District of
Columbia, Puerto Rico and Alaska
have minimum wage laws; most
apply only to women and children.

1981-Present
Federal minimum wage does

1949
In a compromise with pro-business
legislators, Congress raises the
minimum wage to 75 cents an
hour while shrinking the number
of workers covered.
•

1950s-1970s
Despite opposition from business, the minimum wage rises
incrementally for three decades.
1955
Republican President Dwight D.
Eisenhower recommends raising
the minimum wage to $1 an hour;
Congress complies.
1961
Democratic President John f. Kennedy
persuades Congress to raise the minimum wage to $1.25 an hour.
1966
Democratic President Lyndon B.
Johnson persuades Congress to
raise the minimum to $1.60 and
cover 9.1 million more workers.

•

not rise under two-term Republican President Ronald Reagan,
then resumes sporadic increases.
1990
Republican President George H. w.
Bush signs legislation to raise the
minimum wage to $4.25 an hour.
1996
Democratic President Bill Clinton
signs law raising the hourly minimum wage to $5.15.
2007
Thirty states and the District of
Columbia have minimum wage
levels above the $5.15 federal
minimum. . . . Congress raises
the minimum wage to $7.25 by
July 2009 as part of a bill providing billions in small-business tax
breaks.
2013
Two Congressional Democrats introduce legislation to raise the
minimum in three stages to
$10.10.
2014
As of Jan. 1, 21 states and the
District of Columbia have wage
floors above the federal minimum.
Jan. 24, 2014
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fast-food workers Seek Higher Hourly wage
“Expect more militant activities from fast-food workers.”
fter two years working full time at a wendy’s in Kansas
City, mo., Latoia Caldwell still makes $7.35 an hour, missouri’s minimum wage. “These are starvation wages,”
said Caldwell in early December. “we’re going to do whatever
it takes to get this $15 wage and a union. 1
Caldwell was one of thousands of protesters in 100 U.S. cities
who demonstrated on Dec. 5 to demand the $15-per-hour wage
— up from the sector’s $9 median rate — and the right to
unionize. It was the latest in a series of one-day strikes that
began in November 2012, when roughly 200 fast-food workers
walked off their jobs in New York City to protest low wages.
Business groups have charged that most of the strikers are
labor organizers, not fast-food employees. “As far as these protests
are concerned, you’ve got to call them for what they are,” said
John Holub, president of the New Jersey Retail merchants Association. “It’s a feeble attempt by unions to increase their membership rolls because they’re obviously losing significant ground
in the last few years.” 2
fast-food companies have given no indication they will meet
the wage demands, and most municipalities and states that have
approved increases to their minimum wages in the past year haven’t
approached anywhere near $15 an hour. California’s minimum
wage is due to rise to $10 in 2016, which would be the highest
among the states. washington, D.C.’s minimum hourly wage will
rise to $11.50 by 2016, one of the highest of any U.S. city.
Nevertheless, the fast-food workers’ efforts this past year
have had a “titanic” influence on the minimum wage debate,
said Kendall fells, organizing director of fast food forward, a
group of New York fast-food workers that helped plan the initial walkout. The campaign will continue this year, he says. “I
think what people can expect is more and greater activity, bigger actions, more militant activities from fast-food workers across
the country and continued growth.” 3
mary Kay Henry, president of the Service Employees International Union, also expects the fast-food protests to grow. The
union — with more than 2 million members working in health
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Postwar Years
mendments to the fSLA over the
next three decades extended the
law’s coverage to additional categories
of employees and raised the minimum
wage. “As a result, by the mid-1970s
the minimum wage penetrated virtually every corner of the economy,”
wrote waltman. 42
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care, local and state government and the janitorial and security
industries — has helped fund and organize the one-day strikes.
“I think we’ve totally changed the conversation about what
these jobs are worth,” Henry said. “These are no longer jobs
being done by teenagers who need extra money. These are
jobs being done by adults that can’t find any other work.” 4
In reality, about 30 percent of fast-food workers are in their
teens, and another 30 percent are between 20 and 24. The rest
are 25 or older, according to an analysis of government survey
data by the liberal-leaning Center for Economic and Policy Research, a washington think tank. more than 80 percent of fastfood workers over 20 have at least a high school diploma. 5
“what we’re getting paid is not enough,” said Benjamin Hunter,
43, a father of one who works at a Burger King in wilmington,
Del., and makes $7.25 an hour. His wife, he said, makes $9 an hour
as a Burger King shift manager, and the family receives medicaid
and food stamps. “who can actually live on what they [the fast-food
restaurants] are paying?” Hunter asked. 6
According to research funded by fast food forward, half
of the families of front-line fast-food workers employed for at
least 27 weeks and at least 10 hours per week were receiving
aid from one or more public-assistance programs — either medicaid and the Children’s Health Insurance Program; the federal
Earned Income Tax Credit (EITC) program; the Supplemental
Nutrition Assistance Program, better known as food stamps; or
Temporary Assistance for Needy families, formerly known as
welfare. The researchers say the public cost to support fastfood workers is $7 billion a year. 7
The restaurant industry calls the report flawed and misleading. “I believe very strongly that they directed the research in a
cherry-picked kind of manner,” says Scott Defife, executive vice
president of policy and government affairs at the washingtonbased National Restaurant Association. Ten hours a week is a
“random number,” and the EITC is not a welfare program but
a tax incentive to encourage people to work and should not
have been included, he says.

The first decade following enactment of the fSLA saw enormous change
in the United States. The country entered world war II, ramped up war
production and expanded its manufacturing base and workforce.
However, war-induced inflation,
which had seriously eroded the value
of the 40 cents-per-hour minimum
wage, coupled with the success of
unions in raising wage levels for organized labor, “left the lowest-paid

segment of the labor force further and
further behind,” wrote economist
willis Nordlund, author of The Quest
for a Living Wage: The History of the
Federal Minimum Wage Program.
“Sixteen dollars per week could no
longer buy the food, clothing, shelter
and other necessities that Americans
believed were necessary to share in
the American dream.” 43 Democratic
President Harry S. Truman made raising the minimum wage a priority as
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“what is the public cost of folks not having any job?” asks
Defife. for some in the industry with low skills and a low educational level, “the restaurant industry may be one of the only
industries where they can get a job, period,” he says.
Stephen J. Caldeira, president of the washington-based International franchise Association, estimated that an increase to
$15 an hour would lead to at least a 25 percent jump in fastfood prices. “Increasing the cost of labor would lead to higher
prices for the consumer, lower foot traffic and sales for franchise
owners and ultimately lost entry-level jobs,” he said. 8
Some economists said the potential consequences would be
smaller. Ken Jacobs, chairman of the Center for Labor Research
and Education at the University of California, Berkeley, estimated
a 10 percent increase in fast-food prices, while Arindrajit Dube,
an economics professor at the University of massachusetts, Amherst,
estimated a price increase of close to 20 percent. 9
Dube’s previous research has shown that modest increases
in the minimum wage would have little impact on employment. But he says that research would not apply to the nearly
70 percent jump in wages demanded by fast-food workers, the
effects of which haven’t been studied.
“If you raise the minimum wage to $15 an hour, can we say
that the evidence we have mustered will continue to suggest that
there will be no job losses? No, you can’t say that,” says Dube.

Demonstrators at a McDonald’s in New York City on
Dec. 5, 2013, demand a $15-an-hour minimum wage
as part of a nationwide protest by fast-food workers.
5

— Barbara Mantel
1 Ned Resnikoff, “fast food workers on strike in over 100 cities,” mSNBC,
Dec. 5, 2013, www.msnbc.com/all/the-biggest-fast-food-strike-yet.
2 Linda moss, “N.J. fast-food workers sit this strike out,” NorthJersey.Com,
Aug. 30, 2013, www.northjersey.com/news/221752261_N_J__still_in_debate_
on_minimum-wage_increase.html.
3 Ned Resnikoff, “Low-wage workers’ movement looks to build on banner year,”
mSNBC, Jan. 3, 2014, www.msnbc.com/all/will-2014-be-the-year-unions-revived.
4 Candice Choi, “fast-food strikes and protests planned for 100 US cities,”
The Christian Science Monitor, Dec. 3, 2013, www.csmonitor.com/Business/
Latest-News-wires/2013/1203/fast-food-strikes-and-protests-planned-for-100US-cities.

he sought to reorient the post-war
economy toward consumers, whose
material desires had been put on hold
during the war.
“The high prosperity which we
seek in the postwar years will not be
meaningful for all our people if any
large proportion of our industrial wage
earners receive wages as low as the
minimum now sanctioned by the fair
Labor Standards Act,” Truman told Congress on Sept. 6, 1945. 44
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John Schmitt and Janelle Jones, “Slow Progress for fast-food workers,”
Center for Economic and Policy Research, August 2013, www.cepr.net/docu
ments/publications/fast-food-workers-2013-08.pdf.
6 michael A. fletcher, “fast-food workers plan a new wave of walkouts
across the nation,” The Washington Post, Dec. 3, 2013, www.washingtonpost.
com/business/economy/fast-food-workers-plan-a-new-wave-of-walkouts-acrossthe-nation/2013/12/03/b64809e4-5b87-11e3-a49b-90a0e156254b_story.html.
7 Sylvia Allegretto, et al., “fast food, Poverty wages: The Public Cost of
Low-wage Jobs in the fast-food Industry,” Center for Labor Research and
Education, University of California, Berkeley, Oct. 15, 2013, pp. 1, 4, http://laborcenter.berkeley.edu/publiccosts/fast_food_poverty_wages.pdf.
8 Steven Greenhouse, “$15 wage in fast food Stirs Debate on Effects,” The
New York Times, Dec. 4, 2013, www.nytimes.com/2013/12/05/business/15-wagein-fast-food-stirs-debate-on-effects.html?_r=0.
9 Ibid.

It took four years to pass legislation to raise the minimum wage. Truman and his supporters had to compromise with Republicans and Southern
Democrats, who, for the most part,
opposed the minimum wage. Congress agreed to raise the wage floor
from 40 cents to 75 cents an hour,
but it would not extend coverage beyond workers already subject to the
federal minimum wage. In fact, supporters had to agree to shrink the

number of workers covered by the
law by 500,000.
The federal minimum wage was
raised and its reach was expanded
under Democratic presidents John f.
Kennedy and Lyndon B. Johnson, despite business arguments that such
changes would spur inflation, cause
job losses and encourage businesses
to substitute machines for human labor.
By 1968, the federal minimum wage
was $1.60 an hour. Coverage had been
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workers Reliant on Tips Hungry for a Higher minimum
“I made more 20 years ago than I do now, effectively.”
he federal minimum wage for workers who rely on tips
— waiters, waitresses, bartenders, hairdressers, barbers
and others — has been stuck at $2.13 an hour for 23
years. That’s less than a third of the $7.25 federal minimum
that applies to most other workers, its lowest share on record.
In addition, two decades of inflation have substantially reduced
what it can buy.
“As far as income goes, I made more 20 years ago than I
do now, effectively,” said Rebecca williams, 50, who has waited
tables, on and off, at upscale bistros in Atlanta, Ga., for 30 years.
“my affluent friends, their jaws drop when I tell them.” 1
Three in four tipped workers are women, about half are 30
years old or older, and more than 60 percent are restaurant workers, mostly servers. 2 Their median hourly earnings, including tips,
are $9 to $12 an hour, depending on occupation. 3
“No one makes $2.13 an hour in the end,” says Scott Defife,
the executive vice-president of policy and government affairs at
the washington-based National Restaurant Association. If an employee’s tips combined with the tipped minimum wage don’t add
up to the regular federal minimum of $7.25 per hour federal law
requires employers to cover the difference.
But this requirement is difficult to enforce, and even when
workers file official complaints, employers have “rarely changed
their practices,” according to a University of California, Berkeley
report. 4
The tipped minimum wage hasn’t always been flat. It remained at about half of the regular minimum wage as the two
moved in tandem between 1966, when Congress first allowed
employers to pay a lower minimum to tipped workers, and
1996. But in 1996, after lobbying by the National Restaurant
Association, Congress severed the relationship and froze the
tipped minimum.

T

extended to include local transit, construction and service station employees as well as those working in laundries, dry cleaners, large retailers, hotels,
motels, restaurants and farms. State
and local government employees at
hospitals, nursing homes and schools
also were protected by the federal
minimum wage. 45
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Legislation introduced in Congress last year to raise the regular federal minimum in stages to $10.10 an hour would restore
that relationship. The measure would raise the tipped minimum
wage in annual increments of a little less than $1 until it reached
70 percent of the regular minimum. It then would continue to
increase as needed to maintain that proportion.
The National Restaurant Association opposes the proposal,
calling 70 percent “too radical and unworkable for the restaurant business model,” in which “pre-tax profit margins for a
typical restaurant range from 3 percent to 5 percent.” 5
Christopher Savvides, a past chair of the virginia Restaurant
Association, said he would struggle to pay a base wage higher than $2.13 an hour at his three virginia restaurants, including the Black Angus Grille in virginia Beach. Savvides said a
higher wage would encourage him to “minimize the need for
staff.” most of his staff makes $12 to $20 an hour, including
tips, he said. 6
But Jason murphy, co-owner of Russell Street Deli in Detroit, starts his tipped workers at $5 an hour, higher than the
$2.65 state minimum. “It gives the employees a sense of ownership and confidence,” he said. 7
Unlike the federal government, seven states do not allow
employers to pay a subminimum wage to tipped workers. But
the rest do, although most, like michigan, have a tipped minimum wage that exceeds the federal minimum. fourteen states
have a tipped wage that matches the federal minimum. 8
Still, Defife says tipped employees in the restaurant industry
are well paid, earning, including tips, far above the regular federal hourly minimum. “The tipped employees are typically among
the highest earners among hourly workers in the [restaurant] industry,” says Defife. “Our data shows that anywhere from $12 to
$17 an hour is the national average for tipped workers.”

Nixon in 1968 and again in 1972, Congress repeatedly blocked further hikes
in the minimum wage. But in 1974,
as Nixon and Republicans grappled
with the fallout from the political scandal known as watergate, Democrats
reintroduced a bill to raise the minimum wage to $2.30 an hour over two
years and cover an additional 6 million domestic and government employees. The bill passed 71-19 in the
Senate and 345-50 in the House, making a presidential veto impossible. 46
Democrats retook the white House
when President Jimmy Carter took of-

fice in 1977. Carter soon sent a minimum wage bill to Congress calling for
an increase to $2.65 per hour, and even
more importantly, for future increases
to be indexed so the minimum wage
would remain at half of the nation’s average manufacturing wage. The indexing proposal “triggered intense debate,”
wrote waltman. “when the dust had
settled, the indexing provision had
foundered,” and “a $3.35 minimum wage
was to be realized in four steps.” 47
Ronald Reagan’s electoral triumph
in 1980 began a 12-year Republican
hold on the white House. The new

— Barbara Mantel
1 Dave Jamieson, “minimum wage for Restaurant Servers Remains Stagnant
for 20 Years Under Industry Lobbying,” The Huffington Post, June 2, 2012,
www.huffingtonpost.com/2012/06/02/minimum-wage-restaurant-workers_n_
1515916.html?view=print&comm_ref=false.

president had once said the minimum
wage had “caused more misery and
unemployment than anything since
the Great Depression.” 48 During his
time in office, House Democrats failed
to bring a minimum wage bill to the
floor for a vote, while their Senate
counterparts could not overcome a Republican filibuster. The new president
also ushered in an era of weakened
unions after he fired nearly 11,500 federal air-traffic controllers who refused
to return to work during an illegal
strike. The action essentially broke the
back of the Professional Air Traffic
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But according to government survey data, the hourly earnings for waiters and waitresses, including tips, averages just
under $10 an hour. 9 “for everybody who works in a fancy
restaurant, there are 100 people working in a waffle House
where you’re just not going to make a lot of money,” says Gordon Lafer, a professor at the University of Oregon Labor Education and Research Center.
while the impact on jobs of raising the federal tipped minimum wage to 70 percent of the regular federal minimum is
open to debate, automation is already underway at some restaurant chains. Applebee’s plans to have computer tablets at every
table by the end of this year for customers to place orders,
play games and swipe credit cards for payment. Chili’s has announced a similar plan.
Applebee’s parent company DineEquity CEO Julia Stewart
said it is not about saving labor, since food servers will still be
available. “This is really about creating an opportunity to talk
to our guest, have an interactive conversation with our guest,
and give our guest a lot more opportunities,” said Stewart on
CNBC. 10 But opponents to a wage hike point to Chili’s and
Applebee’s as examples of how restaurants can use technology
to save labor costs in the future.
“This is going to dramatically to reduce their need for
servers,” says James Sherk, a senior policy analyst in labor economics at the washington-based Heritage foundation, a conservative think tank.

A waiter serves customers at the Old Pointe Tavern in
Indianapolis. Under federal law, waiters who earn tips
must be paid at least $2.13 an hour — a federal wage
floor that hasn’t changed in 23 years. Some states
have higher hourly minimums.

2

Sylvia A. Allegretto and Kai filion, “waiting for Change: The $2.13 federal
Subminimum wage,” Center on wage and Employment Dynamics & Economic
Policy Institute, feb. 23, 2011, p. 6, www.epi.org/publication/waiting_for_
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Controllers Organization.
Between 1990 and 1997, during
the presidencies of Republican George
H. w. Bush and Democrat Bill Clinton, the minimum wage rose twice,
first to $4.25 per hour in two stages
and then to $5.15 in another twostep process. But for the next 10 years,
a Republican-controlled Congress
blocked increases.
During the decade of federal inaction,
state governments took the lead. many
raised their minimum wages while others adopted minimum-wage bills for the
first time. By this time, state laws were

gender-neutral. “By January of 2007, 30
states and the District of Columbia had
pushed their own minimum wage levels above what Congress required employers to pay,” wrote waltman. 49
Then in 2007, Congress approved
and Republican President George w.
Bush signed an increase in the federal minimum wage as part of a bill that
provided more money for the Iraq war
and nearly $5 billion in tax breaks for
small businesses. The measure raised
the minimum wage in three stages
over two years — to $7.25 an hour,
where it remains today. 50
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CURRENT
SITUATION
Federal Legislation
ike Democratic presidents before
him, President Obama repeatedly
has called for the minimum wage to
be increased. In his State of the Union
address on feb. 12, 2013, for example,
he recommended raising it to $9 an

L

ers earn just $7.25 an hour — not
enough to pay the bills, much less aspire to the American Dream,” said Sen.
Harkin, when he and Rep. miller introduced the fair minimum wage Act
of 2013 in early march. 52
The legislation would raise the minimum wage to $10.10 an hour in three
increments of 95 cents each over the
course of two years and three months.
After that, it would be indexed to rise
with inflation. The bill would also increase the minimum wage for tipped
workers, which has been stalled at
$2.13 an hour for 23 years. (See sidebar p. 86.) 53

Still, both Harkin and miller stepped
up their efforts in July, the fourth anniversary of the last minimum-wage
increase. At that time, they cited a Hart
Research poll, which found that 92
percent of Democrats, 80 percent of
independents, and 62 percent of Republicans backed the Harkin-miller proposal. 54 Nevertheless, both the House
and the Senate versions of the bill remained stuck in committee.
The bills’ supporters hope this year
will be different, and Obama’s December speech indicates he’s ready to
spend political capital to try and make
it so.

States Step In
ack Temple, a policy analyst with
the National Employment Law
Project (NELP), says that during the
past year a growing number of states
have become frustrated with “congressional foot dragging over raising the minimum wage and anxious
about problems posed by the rapid
growth in low-wage jobs, such as
weak consumer spending.” As a result, he says, California and four
Northeastern states — Connecticut,
New Jersey, New York and Rhode
Island — passed bills in 2013 to
raise their own minimums.
In September, California adopted a
measure that will raise the state’s minimum wage by $2 over three years —
to $10 an hour, making California’s
the highest state minimum wage unless another state surpasses it during
the phase-in period. Phase one, which
goes into effect in July, is highly anticipated by walmart worker Anthony
Goytia in Duarte, Calif. “If I had a
higher wage, we would be able to
rent an apartment,” said Goytia, who
was living in a garage with his wife
and two children. “[Right now] we’re
living in poverty. I have to live check
to check.” 55

Getty Images/Bloomberg/Tim Boyle

J

Job seekers fill out applications at a job fair for concession positions at
Chicago’s O’Hare International Airport on Jan. 13, 2014. Business groups
say increasing the minimum wage would force employers to eliminate jobs for
low-wage workers. Supporters of an increase say a raise would cause
minimal job loss and would put money into hands of low-wage workers,
who would spend it, boosting the economy.

hour. He called for a raise again in
early December, and his aides have
indicated the president supports the
$10.10 rate proposed by congressional Democrats. 51
“millions of Americans clean our offices, wait on customers in restaurants
and stores, and provide care for our
children, parents or grandparents. Yet,
despite all they do to keep our economy running, minimum wage work-
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Last march, all 227 House Republicans, along with six Democrats,
defeated an amendment to a jobtraining bill that would have raised
the minimum wage to $10.10 an
hour. with washington preoccupied
with the federal budget, the rollout
of health insurance exchanges and
immigration, there was little movement on the issue during the rest
of the year.
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ased on one well-established theory and two equally
well-established facts, raising the minimum wage
would help.
The first fact is that the American economy is made up of
70 percent consumer spending.
Economists widely agree that an extra dollar earned by a
wealthy person is less likely to be spent than an extra dollar
earned by a low-income person. The reasoning — as per the
theory of different spending and saving patterns by income
level: The rich person is not “income constrained.” If there’s
something they want to buy, they needn’t wait for that extra
dollar. On the other hand, the low-income worker is much
more likely to consume their extra dollar of earnings.
The second fact is that moderate increases in the minimum
wage boost the earnings of most low-wage workers without
leading to large employment losses. The increase favored by
the president and congressional Democrats, which would take
the federal minimum wage from $7.25 up to $10.10 in three
annual increments, would place the real value of the wage
floor back where it was in the late 1960s and would directly
affect about 13 percent of the workforce. In terms of the share
of affected workers, that’s slightly higher than many past increases, but given our older, more productive low-wage workforce, it’s fair to label this proposed increase as “moderate.” So,
the empirical history of the minimum-wage program would
suggest that the vast majority of low-wage workers would
benefit from the increase.
Summing up the facts: In an economy driven in no small
measure by consumer spending, moderately boosting the pay
of low-wage workers with relatively high propensities to
spend their new earnings should produce slightly faster
macroeconomic growth.
Now, in a $16.5 trillion economy, a minimum wage increase
that directly raises the pay of a relatively small share of the
workforce by a small amount is unlikely to be a big deal in
terms of the larger growth picture. I would not argue that
raising the minimum wage is first and foremost a growth
strategy, though it will help a bit at the margin. where it really
makes a difference is in helping working families toiling at the
low end of the service economy get a bit closer to making
ends meet.

r

aising the federal minimum wage will neither reduce
poverty nor boost growth. Increasing the minimum
wage to $10, or even $15, would ensure that millions of
Americans got raises — raises that they would presumably turn
right around and spend. Isn’t the former going to reduce poverty
and the latter boost the economy?
That would happen if the money came out of thin air.
Unfortunately, it has to come out of the wallet of another
American. In the worst case, forcing up the minimum wage
at, say, a fast-food restaurant would mean not hiring another poor American. If so, the minimum wage hike for one
low-wage worker comes directly out of the pocket of another. which part of that is anti-poverty and which part is
stimulus?
Of course, not every dollar will come from not hiring lowwage workers. But every dollar will have to come from somewhere. A minimum wage hike means higher prices, lower
raises for other workers or fewer dividends for seniors, IRA
holders and pension funds. Low-wage workers may pay those
higher prices, blue-collar workers are desperately clinging to
their pensions, and seniors need their dividends to make ends
meet. There is simply no guarantee that the resources are
transferred from the well-to-do to the deserving. And the diminished resources of those harmed by hiking the minimum
wage offset the spending of the beneficiaries.
The minimum wage is a poor tool to fight poverty because it does not target those in poverty. Only 2 percent of
workers earn the minimum wage, and only 20 percent of
those are in poverty. The reality is that the dividing line between being poor and being non-poor is having a job. Only
7 percent of those who have a job are in poverty, while
more than 27.5 percent of those without jobs are poor.
Even worse, the minimum wage does not help anyone get a
job. There is little evidence that past minimum-wage increases
have led to layoffs, but recent research indicates that hiking the
minimum wage would harm new hiring. That’s not stimulus.
The idea of increasing the minimum wage has a seductive
appeal. No one opposes the idea that working Americans
should make a few more dollars. Unfortunately, the idea does
not stand up to close scrutiny.

yes no

no
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minimum wage legislation passed
easily in Democratic-controlled Connecticut, where the wage will rise from
$8.25 to $9 over a year and a half.
The same is true in New York, where
the minimum increases from $7.25 to
$9 in stages over three years and in
Rhode Island, which approved a raise
from $7.75 to $8 an hour.

ployers “are not going to hire someone. They will give an employee fewer
hours [or] they may reduce benefits,”
she said. 57
Not all businesses opposed the wage
hike. “A higher minimum wage will
actually help business owners by reducing absenteeism and worker turnover,
which costs businesses way more than
nickel and dime-ing on wages,” said

Pressure is building on Congress to raise the
federal minimum wage, which has remained at
$7.25 an hour since 2009. Polls show a
majority of Americans support the idea.

But in New Jersey, the battle was
intense. After Republican Gov. Chris
Christie vetoed a bill a year ago to
increase the minimum from $7.25 to
$8.25 and index it to inflation, the
legislature put the measure on the
November ballot. In the intervening
months, both the business community and unions spent heavily to
sway voters on the issue. In the end,
voters overwhelmingly approved both
the measure and Christie’s return to
office.
After the vote, opponents and supporters squared off one last time.
“New Jersey’s voters should be
thanked tonight for understanding
that the state’s low-wage workers
need more than $7.25 an hour to
survive in this high-cost state,” said
Gordon macInnes, president of New
Jersey Policy Perspective, a left-leaning
think tank. 56
But Laurie Ehlbeck, state director of
the National federation of Independent
Business, accused the measure’s supporters of misleading workers. Em-
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mitch Cahn, president of Unionwear,
a Newark clothing manufacturer with
120 employees. 58
The higher minimum wages in
Connecticut, New Jersey, New York
and Rhode Island began to kick in on
Jan. 1, along with small increases in
nine other states that index the minimum wage to inflation: Arizona, Colorado,
florida, missouri, montana, Ohio, Oregon, vermont and washington. 59 Nevada’s minimum wage adjusts to the cost
of living every July.
As of the beginning of this year,
21 states and the District of Columbia have minimum wages above the
federal minimum, according to the
National Conference of State Legislatures. In 19 states plus Guam, Puerto Rico and the virgin Islands the
minimum is the same as the federal
minimum. The federal minimum wage
also applies in four states and American Samoa, which have minimum
wages below the federal minimum,
and in six states that have no minimum wage. 60

Municipalities
n November, voters in SeaTac, a small
town south of Seattle and the home
of Seattle-Tacoma International Airport,
approved the highest city minimum
wage in the country — $15 an hour
— an increase of 63 percent from
the state’s $9.19 minimum wage and
more than double the federal minimum wage. Union leaders said they
hoped to use the results to bolster
battles for higher wages in other cities,
including Seattle. “we have seen a
national change in the conversation
about wages,” David Rolf, president
of a Seattle chapter of the Services
Employees International Union, said
in late November. 61
The SeaTac law excludes airlines,
retail stores with fewer than 10 workers, hotels with fewer than 30 workers and other businesses with fewer
than 25 workers. But roughly 6,500
workers — hospitality and ramp workers at the airport, as well as workers
on off-airport property, such as hotel
and car rental employees — would get
the $15 wage. while no other municipality has such a high minimum wage,
a few other airports impose similar wage
floors. workers at Los Angeles International Airport, for example, make a
minimum of $15.37 an hour.
But a late December court decision
may jeopardize the SeaTac increase.
The airlines and the restaurant industry backed a lawsuit challenging the
city’s jurisdiction over the airport, which
is actually managed by another municipality, the Port of Seattle. The King
County Superior Court agreed with the
plaintiffs and said the wage hike could
apply only to the 1,600 people who
work outside of airport property. Supporters of the ballot measure have
promised to appeal. 62
meanwhile, three other cities approved a hike in their minimum wages
in 2013: San francisco (to $10.74), San
Jose, Calif. (to $10.15) and the District

I

of Columbia (to $11.50 in stages).
Defife of the National Restaurant
Association said minimum wage activity at the municipal level is “a bit
out of control,” and predicted that employers might move to neighboring
areas for cheaper labor. 63 But in what
the National Employment Law Project
(NELP) called “a rare example of regional cooperation,” two of the District of Columbia’s neighboring counties, montgomery and Prince George’s
in maryland, approved measures to
raise their own minimum wages to
match the district’s new base wage. 64

Restricting Wages
ew Hampshire has no minimum wage since the Republicancontrolled legislature in 2011 overrode
Democratic Gov. John Lynch’s veto to
repeal the state’s minimum wage law.
The consequences were small, since
the wage floor in New Hampshire was
the same as the federal minimum. But
the repeal “sent a political message that
New Hampshire is opposed to raising
wages for workers,” says Temple of
NELP.
A few other states have restricted
their minimum wage laws in recent
years as a way for pro-business legislators to keep wages as low as possible. for instance, Indiana banned
“any city or county from having a
higher minimum wage than the
state’s,” according to Gordon Lafer,
a professor at the University of Oregon Labor Education and Research
Center who surveyed the state landscape. 65 “South Dakota exempted
its summer tourism industry, and
maine’s new law allows employers,
rather than the state, to decide when
to classify workers as disabled and
thus pay them a sub-minimum wage.”
many states and the federal government have a lower minimum wage
for the disabled.
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OUTLOOK
Action Expected
dvocates for raising the minimum
wage are hopeful for their
prospects at the state level in 2014.
Six states are considering raising the
minimum wage, according to NELP’s
Temple: Delaware, Hawaii, Illinois, maryland, massachusetts and minnesota.
“This list is not comprehensive, but
these are the states where I believe it
is most likely to pass,” says Temple.
for example, the minnesota House
and Senate each passed minimum wage
bills last year and plan to reconcile
them this term; the House version
would raise the minimum wage to
$9.50 an hour in stages, $1.75 more
than the Senate version. In massachusetts, the state Senate overwhelmingly passed a bill to raise the minimum wage from $8 to $11 an hour.
If approved, it would become the
highest state minimum in the nation.
The legislation is pending in the House.
voters, rather than legislators, may
decide the issue in some states. Advocates are collecting signatures for
ballot initiatives to raise state minimum
wages in Arkansas (from $7.25 to $8.50),
Alaska (by $2 to $9.75 an hour) and
New mexico (by $1 to $8.50).
“I think in a lot of these states, they
will get on the ballots,” says Temple.
“for example, in Arkansas and Alaska, the threshold [for getting on the
ballot] is fairly low,” and a ballot initiative has already been certified in
South Dakota that would raise the
state minimum from $7.25 to $8.50.
Cooper of the Economic Policy Institute expects an increase in the federal minimum wage as well. “I’m optimistic that we’ll see a federal increase
in the next five years or so,” says
Cooper. “It’s important to remember,
however, that because inflation is al-

A

ways eating away at the wage’s purchasing power, a $10 minimum wage
five years from now would be worth
the same as having $9 minimum wage
today — or even less depending on
inflation.”
Even some opponents predict Congress will act. “Odds are that if it is
raised, and I expect that it will be, it
will also be indexed to inflation,” says
Dunkelberg of the National federation of Independent Business. “If the
president gets his way, we get to $10
for 2016, and then inflation raises it
after that. with 2 percent inflation, the
[federal Reserve] target, that would
leave you at $10.60 by 2018, more if
inflation is higher.”
Democratic leaders hope to use the
minimum wage as a wedge issue in
this year’s mid-term elections. “It puts
Republicans on the wrong side of an
important issue when it comes to fairness,” Daniel Pfeiffer, President Obama’s
senior adviser, told The New York Times.
“You can make a very strong case
that this will be a helpful issue for
Democrats in 2014. But the goal here
is to actually get it done.” 66
“The white House seems committed to making a big push on the minimum wage in 2014. It might not pay
off in 2014, but likely will pay off before the 2016 elections,” says Schmitt
of the Center for Economic and Policy Research. “The minimum wage is
very popular with voters, including Republican voters.”
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