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effects this important labor market policy has on the " MRl Wage
economy and its workers. This Issue Guide is comprised of a #6.00
series of fact sheets, important data and charts, and a i

bibliography of the key research conducted by both EPI and
others in this area. S
This Minimum Wage Issue Guide specifically includes data on
how many people are affected state-by-state, along with

information about trends on the minimum wage's value over
time, and other clear, research-based answers to the key

questions and issues in the current national debate over minimum wage policy.
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Who will get a raise? How it will affect their families’ living standards? Where will the
impact be greatest? What are the likely effects for the economy and the labor market?
These questions and more are answered in EPI's comprehensive Minimum Wage Issue
Guide, newly updated on our Web site and in a print-friendly PDF.
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Fact sheet for 2009 minimum wage increase
by Kai Filion

On July 24, 2009, the federal minimum wage will increase to $7.25 per hour. This is the
final step of a three-step increase passed in 2007 when the minimum wage was only
$5.15. In this last step, about 4.5 million workers will receive a raise, providing an
additional $1.6 billion annually in increased wages. However, when adjusted for inflation,
the new federal minimum is still less than the minimum wage through most of the period
from 1961 to 1981.

What states will be affected:

e There are 31 states that will be affected by the minimum wage increase to $7.25 on July
24, 20009:

Alabama, Alaska, Arkansas, Delaware, Florida, Georgia, ldaho, Indiana, Kansas, Louisiana,
Maryland, Minnesota, Mississippi, Missouri, Montana, Nebraska, New Jersey, New York,
North Carolina, North Dakota, Oklahoma, Pennsylvania, South Carolina, South Dakota,
Tennessee, Texas, Utah, Virginia, West Virginia, Wisconsin, and Wyoming

e Nineteen states and the District of Columbia will not be affected by this increase. Of
these, there are six states that already have a minimum of $7.25 (as of July 24, 2009):

Arizona, Hawaii, lowa, Kentucky, Maine (increases to $7.50 in October), and New
Hampshire

e The other 13 states and the District of Columbia have a minimum wage above $7.25:
California, Colorado, Connecticut, District of Columbia, Illinois, Massachusetts, Michigan,
Nevada, New Mexico, Ohio, Oregon, Rhode Island, Vermont, Washington (D.C. has
legislation that sets the minimum wage to be at least $1 more than the federal minimum)

A minimum wage increase will raise the wages of low-income workers.

e An estimated 4.5 million workers (less than 4% of the workforce) will receive an increase
in their hourly wage rate when the minimum wage is raised to $7.25 in 2009. Of these
workers, 2.8 million workers currently earn less than $7.25 and will be directly affected by
the increase. The additional 1.6 million workers earning slightly above the minimum, those
we call indirectly affected, will also be likely to benefit from an increase due to “spillover
effects.” These spillover effects preserve the wage structure in a firm.

Minimum wage increases benefit working families.

e The earnings of minimum wage workers are crucial to their families’ well-being. Evidence
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from an analysis of the 1996-97 minimum wage increase shows that the average
minimum wage worker brings home more than half (54%) of his or her family's weekly
earnings.

e An estimated 430,000 single parents with children under 18 will benefit from a minimum
wage increase to $7.25 in 2009. Single parents will benefit disproportionately from an
increase—single parents will make up 10% of workers affected by this increase, but they
make up only 7% of the overall workforce. In addition, approximately 2.2 million children
will benefit as their parents’ wages are increased.

e Adults make up the largest share of workers who will benefit from a minimum wage
increase: 76% of workers whose wages will be raised by a minimum wage increase to
$7.25 in 2009 are adults (age 20 or older).

e Almost half (47%) of workers who will benefit from a minimum wage increase work full
time and another third (34%) work between 20 and 34 hours per week.

Minimum wage increases benefit disadvantaged workers.

e Women are the largest group of beneficiaries from a minimum wage increase: 63% of
workers who will benefit from an increase to $7.25 by 2009 are women.

e A disproportionate share of minorities will benefit from a minimum wage increase.
African Americans represent 11% of the total workforce, but are 18% of workers affected
by an increase. Similarly, 14% of the total workforce is Hispanic, but Hispanics are 19% of
workers affected by an increase.

A minimum wage increase will help reverse the trend of declining real wages for
low-wage workers.

e The inflation-adjusted value of the minimum wage is 17% lower in 2009 than it was in
1968.

e Wage inequality has been increasing, in part, because of the declining value of the
minimum wage compared to other workers’ wages. Today, the minimum wage is 39% of
the average hourly wage of production and nonsupervisory workers, well below the ratio of
the 1950s, 1960s, and 1970s.

A minimum wage increase is part of a broad strategy to end poverty.

e As welfare reform forces more poor families to rely on their earnings from low-paying
jobs, a minimum wage increase is likely to have a greater impact on reducing poverty.

e A recent study of state minimum wage increases between 1997 and 1999 in Oregon
found that as many as one-half of the welfare recipients entering the workforce were likely
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to have received a raise due to the increase. After the increase, the inflation-adjusted
hourly starting wages for former welfare recipients rose from $6.48 in 1996 to $7.23 in
1999.

e The federal Earned Income Tax Credit (EITC) combined with the minimum wage helps to
reward work and reduce poverty, but the EITC is not a replacement for a minimum wage
increase.

e The benefits of the increase disproportionately help those working households at the
bottom of the income scale. More than half of families with a minimum wage worker earn
less than $35,000 a year.

e The minimum wage raises the wages of low-income workers in general, not just those
below the official poverty line. Many families move in and out of poverty, and near-poor
families are also beneficiaries of minimum wage increases.

There is no evidence of job loss from previous minimum wage increases.

e A 1998 EPI study failed to find any systematic, significant job loss associated with the
1996-97 minimum wage increase (Bernstein and Schmitt 1998). In fact, following the
most recent increase in the minimum wage in 1996-97, the low-wage labor market
performed better than it had in decades (e.g., lower unemployment rates, increased
average hourly wages, increased family income, decreased poverty rates).

e Studies of the 1990-91 federal minimum wage increase, as well as studies by David Card
and Alan Krueger of several state minimum wage increases, also found no measurable
negative impact on employment.

e New economic models that look specifically at low-wage labor markets help explain why
there is little evidence of job loss associated with minimum wage increases. These models
recognize that employers may be able to absorb some of the costs of a wage increase
through higher productivity, lower recruiting and training costs, decreased absenteeism,
and increased worker morale.

e A recent Fiscal Policy Institute (FPI) study of state minimum wages found no evidence of
negative employment effects on small businesses.

Minimum wage increases stimulate the economy through increased consumer
spending.

e A study by the Chicago Federal Reserve found that households with minimum wage
workers increase their spending when the minimum wage goes up.

e EPI estimates that the increase to $7.25 will, over the course of the following 12 months,
boost consumer spending by over $5.5 billion.
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Figure A. Real value of the minimum wage,1938-2009
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Source: Economic Policy Institute analysis of U.S. Department of Labor data.



Figure B. The minimum wage as a percent of the average wage, 1947-2009
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Source: Economic Policy Institute analysis of U.S. Department of Labor and Bureau of Labor Statistics data.
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Figure C. Value of federal minimum wage compared to share of workforce
covered by higher state minimums, 1979-2009
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Figure D. Annual minimum wage earnings and poverty level for family of three
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*2008 poverty thresholds from Census Bureau in May 2009 dollars.



Figure E. Average wages and minimum wage, 1947-2009*
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Table 1
Workers affected by federal minimum wage increase to $7.25
on July 24, 2009

Directly Indirectly Total Total
affected affected affected workers

All 100.0%  100.0%  100.0%  100.0%
Sex

Female 62.5% 62.9% 62.7% 48.3%

Male 37.5% 37.1% 37.3% 51.7%
Age

20 or older 73.0% 79.9% 75.6% 95.8%

Under 20 27.0% 20.1% 24.4% 4.2%
Race

White 58.0% 58.0% 58.0% 67.9%

Black 18.7% 17.9% 18.4% 11.2%

Hispanic 19.3% 19.3% 19.3% 14.4%

Asian 2.1% 2.5% 2.2% 4.7%

Other 1.9% 2.3% 2.0% 1.9%
Family type

Married parent 14.1% 16.4% 14.9% 28.3%

Single parent 9.7% 9.8% 9.7% 6.5%

Total parents 23.8% 26.2% 24.7% 34.8%

Married, no kids 15.1% 18.2% 16.2% 27.5%

Unmarried, no kids 61.2% 55.6% 59.1% 37.8%
Family income

Under $35,000 56.9% 57.4% 57.1% 36.4%

Over $35,000 43.1% 42.6% 42.9% 63.6%
Education

Less than high school 34.7% 29.0% 32.6% 10.5%

High school 34.0% 36.4% 34.9% 28.8%

Some college 21.2% 22.9% 21.8% 19.6%

AA degree 5.2% 5.9% 5.5% 9.8%

Bachelor's or higher 4.9% 5.8% 5.2% 31.3%
Hours

Part time (19 hrs or less) 20.0% 15.7% 18.4% 5.3%

Mid time (20 - 34 hrs) 36.8% 29.6% 34.2% 12.8%

Full time (35 or more hrs) 43.2% 54.7% 47.4% 81.9%

Source: EPI analysis of 2008 CPS.

Notes: Directly affected workers are those earning between
the state's current minimum wage and $7.25.

Indirectly affected workers are those earning between $7.25
and $7.25 plus the size of the minimum wage increase.



Table 2
Workers affected by federal minimum wage increase
to $7.25 on July 24, 2009

Directly affected Indirectly affected Total
United States 2,814,000 1,640,000 4,454,000

Alaska - - -

Arkansas 78,000 41,000 119,000

Colorado 0 0 0

Delaware - - -

Florida 155,000

Hawaii 0 0 0

Illinois 0 0 0

o
o
o

lowa

o
o
o

Kentucky

o
o
o

Maine

o
o
o

Massachusetts

Minnesota 79,000

Missouri 100,000

Nebraska 36,000

New Hampshire 0 0 0

New Mexico 0 0 0

North Carolina 167,000

Ohio 0 0 0

Oregon 0 0 0

Rhode Island 0 0 0

South Dakota

Texas 632,000 353,000 985,000
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West Virginia 63,000 32,000 95,000
Wisconsin 100,000 96,000 196,000
Wyoming 11,000 7,000 18,000

Source: EPI Analysis of 2008 CPS.

Notes: Directly affected workers are those earning between the state's current minimum wage,
and $7.25. Indirectly affected workers are those earning between $7.25 and $7.25 plus the size
of the minimum wage increase.

Some cells are not reported due to insufficient sample size



Table 3

The real value of the minimum wage, 1947-2009**

Adjusted for Agia sharg o

Year Nominal |[inflation (using CPH average pr!vate

U-RS)* nonsupervisory
wage
1947 $0.40 $3.40 35%
1948 $0.40 $3.14 33%
1949 $0.40 $3.18 31%
1950 (Jan 25)* $0.75 $5.90 56%
1951 $0.75 $5.46 52%
1952 $0.75 $5.36 49%
1953 $0.75 $5.32 A47%
1954 $0.75 $5.28 45%
1955 $0.75 $5.30 44%
1956 (Mar 1)* $1.00 $6.96 56%
1957 $1.00 $6.74 53%
1958 $1.00 $6.55 51%
1959 $1.00 $6.51 50%
1960 $1.00 $6.40 48%
1961 (Sept 3)* $1.15 $7.29 54%
1962 $1.15 $7.21 52%
1963 (Sept 3)* $1.25 $7.74 55%
1964 $1.25 $7.64 49%
1965 $1.25 $7.52 48%
1966 $1.25 $7.31 46%
1967 (Feb 1)* $1.40 $7.94 49%
1968 (Feb 1)* $1.60 $8.71 53%
1969 $1.60 $8.26 50%
1970 $1.60 $7.81 A47%
1971 $1.60 $7.48 44%
1972 $1.60 $7.25 41%
1973 $1.60 $6.83 39%
1974 (May 1)* $2.00 $7.69 45%
1975 $2.10 $7.39 44%
1976 $2.30 $7.66 45%
1977 $2.30 $7.19 42%
1978 $2.65 $7.93 45%
1979 $2.90 $7.92 46%
1980 $3.10 $7.62 45%
1981 $3.35 $7.52 45%
1982 $3.35 $7.09 43%
1983 $3.35 $6.80 41%
1984 $3.35 $6.54 39%
1985 $3.35 $6.32 38%
1986 $3.35 $6.21 38%
1987 $3.35 $6.00 37%
1988 $3.35 $5.79 35%
1989 $3.35 $5.55 34%
1990 (April 1)* $3.80 $6.00 37%




1991 (April 1)* $4.25 $6.48 40%
1992 $4.25 $6.32 39%
1993 $4.25 $6.16 38%
1994 $4.25 $6.04 37%
1995 $4.25 $5.89 36%

1996 (Oct 1)* $4.75 $6.42 39%

1997 (Sep 1)* $5.15 $6.81 41%
1998 $5.15 $6.72 40%
1999 $5.15 $6.58 38%
2000 $5.15 $6.37 37%
2001 $5.15 $6.19 35%
2002 $5.15 $6.09 34%
2003 $5.15 $5.96 34%
2004 $5.15 $5.80 33%
2005 $5.15 $5.62 32%
2006 $5.15 $5.44 31%

2007 (Jul 24)* $5.85 $6.01 34%

2008 (Jul 24)* $6.55 $6.48 36%

2009 (Jul 24)* $7.25 $7.25 39%

*Minimum wage changed during the course of the year on the date listed. Value given is
after the increase.
**In May 2009 dollars.

Source: EPI analysis based on data from the U.S. Department of Labor.




Table 4

State minimum wages greater than the federal minimum wage
(As of July 24, 2009)

State

2008 state minimum wage

Planned 2009 state
minimum wage

Planned 2010 state
minimum wage

United States

Colorado

District of Columbia

Massachusetts

Nevada
Ohio
Rhode Island

Washington

5.85 (6.55 on 7/24/08)

7.02

7.00 (7.55 on 7/24/08)

8.00

6.33 (6.85 on 7/01/08)

7.00

7.40

8.07

6.55 (7.25 on 7/24/09)

7.28

7.55 (8.25 on 7/24/09)

8.00

6.85 (7.55 on 7/01/09)
7.30
7.40

8.55

$7.25

Inflation Adjusted

8.25

8.00

Inflation adjusted
Inflation adjusted

7.40

Inflation adjusted




Tables, figures, and data

Tables, figures and data download

Download source data for all tables and figures [Microsoft Excel (.XLS) format]
http://www.epi.org/page/-/

mMwiqg/200907 minimum wage issue gquide tables figures data.xls

Permalink for this Issue Guide:
http://www.epi.org/publications/entry/issue quide on minimum wage/



http://www.epi.org/page/-/mwig/200907_minimum_wage_issue_guide_tables_figures_data.xls
http://www.epi.org/page/-/mwig/200907_minimum_wage_issue_guide_tables_figures_data.xls
http://www.epi.org/publications/entry/issue_guide_on_minimum_wage/
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