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Hundreds of Economists
Support a Minimum Wage Increase

The minimum wage has been an important part of our nation’s economy for
65 years. [t is based on the principle of valuing work by establishing an hourly
wage floor beneath which employers cannot pay their workers, In so doing, the
minimum wage helps to equalize the imbalance in bargaining power that low-wage
workers face in the labor market. The minimum wage is also an important tool in
fighting poverty.

The value of the 1997 increase in the federal minimum wage has been fully
eroded. The real value of today’s federal minimum wage is less than it has been
in 46 out of the last 48 years. Moreover, the ratio of the minimum wage to the
average hourly wage of non-supervisory workers is 33%, its lowest level in 55
years. This decline is causing hardship for low-wage workers and their families,

We believe that a modest increase in the minimum wage would improve the
well-being of low-wage workers and would not have the adverse effects that
critics have claimed. In particular, we share the view the Council of Economic
Advisers expressed in the 1999 Economic Report of the President that “the weight
of the evidence suggests that modest increases in the minimum wage have had
very little or no effect on employment.” While controversy about the precise
employment eifects of the minimum wage continues, research has shown that
most of the beneficiaries are adults, most are female, and the vast majority
are members of low-income working families.

As economists who are concerned about the problems facing low-wage
workers, we believe the Fair Minimum Wage Act of 2004's proposed phased-in
increase in the federal minimum wage to $7.00 falls well within the range of
options where the benefits to the labor market, workers, and the overall
economy would be positive,

Twelve states and the District of Columbia have set their minimum wages
above the federal level. Additional states, including Florida, Nevada, and
New York, are considering similar measures. As with a federat increase, modest
increases in state minimum wages in the range of $1.00 to $2.00 can significantly
improve the lives of low-income workers and their families, without the adverse
effects that critics have claimed.

Henry Aaron The Brookings Institution
Rebecca Blank University of Michigan
Ronald G. Ehrenberg Cornell University
Clive Granger* University of Calilornia — San Diego
Lawrence F, Katz Harvard University
Lawrence R, Klein*' University of Pennsylvania
Frank Levy Massachusetts Institute of Technology
Lawrence Mishel Economic Policy Institute
Paul A. Samuelson*' Massachusetts Institute of Technology
Robert M. Solow*t Massachusetts Institute of Technology

552 other economists agree.

* indicates Nobel Laureates. ' indicates past presidents of the Amerlcan Economic Association.
Alfillatiens are provided for identification purposes only and shoukd not be construed
as the officlal view of any of the Institutions listed.

For more information, visit epinet.org or contact the Economic Policy Institute at 202/775-8810,
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support EP} A minimum wage increase would raise the wages of millions of workers.
WEB FEATURES ¢ An estimated 7.4 million workers (5.9% of the workforce) would receive an increase in their hourly
datazone wage rate If the minimum wage were raised from $5.15 to $7.00 by April 2006.

economic indicators
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economic snapshots * Due to "spillover effects,” the 8.2 million warkers (6.6% of the workforce) earning up to a dollar

above the minimum would also be likely to benefit from an increase.

issue guides
online calculators
viewpoints Minimum wage increases benefit working families.
ISSUE GUIDES ¢ The earnings of minimum wage workers are crucial to their families' well-being. Evidence from the
living wage 1996-97 minimum wage increase shows that the average minimum wage worker brings home
m-'-’;'g‘;‘gﬁ‘gag@ more than half (54%) of his or her family's weekly eamings. :
poyerty_a_nd_fgmily * An estimated 623,000 single mothers with children under 18 would benefit from a minimum wage
budgets increase to $7.00 by April 2006. Single mothers would benefit disproportionately from an increase
retirament security — single mothers are 10.5% of workers affected by an increase, but they make up only 5.3% of
social security the overall workforce. More than one miltion (1,172,000} married men and women with children
unemployment under age 18 would also benefit from a $1.85 increase.
msulrfan_ce * Adults make up the largest share of workers who would benefit from a minimum wage increase:
wellare 72% of workers whose wages would be raised by a minimum wage increase to $7.00 by April
2006 are adults (age 20 or older).
¢ Close to half (44.0%) of workers who would benefit from a minimum wage increase work full time
Email This Page and another third (33.3%) work between 20 and 34 hours per week.

Minimum wage increases benefit disadvantaged workers.

* Women are the largest group of beneficiaries from a minimum wage increase: 60.9% of workers
who would benefit from an increase to $7.00 by 2006 are women. An estimated 7.5% of working
women would benefit directly from that increase in the minimum wage.

» A disproportionate share of minarities would benefit from a minimum wage increase. African
Americans represent 11.1% of the total workforce, but are 14.8% of workers affected by an
increase. Similarly, 13.1% of the total workforce is Hispanic, but Hispanics are 18.9% of workers
affected by an increase.

¢ The benefits of the increase disproportionately help those working househelds at the bottom of the
income scale. Although households in the bottom 20% received only 5.2% of national income,
39.2% of the benefits of a minimum wage increase to $7.00 would go to these workers. The
majority of the benefits (59.6%) of an increase would go to families with working, prime-aged
adults in the bottom 40% of the income distribution.

¢ Among families with children and a low-wage worker affected by a minimum wage increase to
$7.00, the affected worker contributes, on average, half of the family's earnings. Thirty-seven
percent of such workers actually contribute 100% of their family's earnings.

+ Relatively large shares of the workforce (up to 12.4%) in some Southern and Western states would
benefit from an increase to $7.00.
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