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MAKING SENSE OF THE MINIMUM WAGE

New analysis traces evolution of experts’ views
on effects on employment of minimum wage raises

On November 7, voters in Arizona, Colorado, Missouri, Montana, Nevada, and Ohio will opt for

or against ballot measures that would raise the minimum wage in their home states. The proposed
raises range from $1.00 to $1.70 per hour, and all told, the voters’ decision will personally affect

the lives and incomes of over a million and a half of their fellow citizens in those six states.

With the contest for hearts, minds, and votes coming down to the wire, the fog is thickening, as
voters are beset with contradictory claims that raising the minimum wage either (a) destroys jobs
by the tens of thousands or (b) offers substantial benefits to low-wage workers with no negative
effect on jobs.

A new report issued today by the Economic Policy Institute, “Economic Effects of State
Minimum Wage Increases,” clears a path through the fog for those seeking to make sense of the
competing claims. The paper, by EPI economic analyst Liana Fox, examines the methods and
findings of the major research that has been done on the effects of minimum wage raises.

Fox finds that much of the difference of opinion can be traced to the evolution of research
methodology, and consequently of research findings, over time. She traces how, as new research
methods have supplanted older, less reliable ones and new evidence has accumulated,
economists’ thinking on the minimum wage has changed. Where it was once accepted almost
unquestioningly that raising the minimum wage was bad for jobs, better methods and the data
derived from more experience have led many experts to conclude that any negative effects of a
minimum wage raise are negligible, and are outweighed by the positive effects on those who
experience the raise personally.

“Since the 1980s there has been a substantial change in economists’ understanding of the
connection between the minimum wage and jobs growth, with the real breakthrough in methods
and analysis coming in the early 1990s,” explained Fox. “As researchers have found more
accurate ways to measure the effects and more states have raised their own minimum wages
without the negative effects we were warned about, the old conventional wisdom has been
replaced by broad support for the minimum wage as a positive economic tool.”

Fox’s findings are reinforced by leading economists, including five Nobel Prize winners and six
past presidents of the American Economics Association, who recently signed a joint statement
that raising the minimum wage “can significantly improve the lives of low-income workers and
their families, without the adverse effects that critics have claimed.” Among the more than 650
signatories are Nobelists Joseph Stiglitz (Columbia University), Robert Solow (MIT), Lawrence
Klein (University of Pennsylvania), Kenneth Arrow (Stanford), and Clive Granger (UC/San
Diego).

In fact, in a conference call with reporters on October 12 on this subject, Robert Solow explained
that most economists today discount claims of employment harm that were once the conventional
wisdom. In response to a reporter’s question, he described the current claims of massive job loss
due to minimum wage increases as “irresponsible.”
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Fox notes that the predictions of job losses that are being made today, primarily by a group
funded predominantly by low-wage employers from the restaurant and other industries, simply
recycle the methodologically dubious predictions from older studies.

While the immediate attention is on the potential benefits to workers in the six states with a
minimum wage raise on the ballot, the new EPI paper also lays out the broader impact that a
nationwide increase would have. If the federal minimum wage were increased to $7.25 per hour,
it notes that 14.9 million workers would receive a raise, 80% of whom are adults 20 or older, and
that income would rise for parents of 7.3 million children. In addition, the families that would be
affected by the raise rely on minimum wage earnings for over half of their total family earnings,
and 46% of these families depend entirely on those minimum wage earnings.
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Economic Effects of State Minimum Wage Increases is available online here:
http://www.epi.org/content.cfm/bp178
EPI works closely with state groups through the Economic Analysis and Research Network.
These groups can provide a local perspective on the effects of raising the minimum wage. We
have listed contacts in several states below. The asterisk (*) indicates a state that has raised
the minimum wage above the federal level.

Alabama Kimble Forrister
Arise Citizens' Policy Project
P.O. Box 612
Montgomery AL, 36101
334-832-9060

kimble@alarise.org

*Arkansas Rich Huddleston
Arkansas Advocates for Children & Families
Union Station, Suite 306
1400 W. Markham
Little Rock, AR 72201
501-371-9678 ext 114
501-343-3429 cell
Rhuddleston@aradvocates.org

*Florida  Bruce Nissen
Research Institute on Social and Economic Policy (RISEP)
Florida International University
LC 311
University Park,
Miami, FL 33199
305-348-2616
786-208-0017 cell

nissenb@fiu.edu

The Economic Policy Institute is an independent, nonprofit, nonpartisan research
institute — or “think tank” — that researches the impact of economic trends and policies
on working people in the United States and around the world.
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*llinois  Dia Cirillo
Work, Welfare and Families
166 W. Washington, Suite 700
Chicago, IL 60602
312-658-0225x202
773-677-4238 cell
dcirillo@workwelfareandfamilies.org
or
Ann Courter
Voices for lllinois Children
208 S. LaSalle St., Suite 1490
Chicago, IL 60604-1120
312-516-5556
acourter@voices4kids.org

lowa Mike Owen
The lowa Policy Project
318 2nd Avenue North
Mt. Vernon, IA 52314
319-338-0773 lowa City
319-643-3628 West Branch
ipp@Lcom.net or

mikeowen@iowapolicyproject.org

*Maine Lisa Pohlmann
Maine Center for Economic Policy
PO Box 437
Augusta, ME 04332-0437
207-622-7381
Ipohimann@mecep.org

*Maryland  Joanna Shoffner, M.A.
Maryland Budget and Tax Policy Institute
8720 Georgia Avenue, Suite 303
Silver Spring, MD 20910
301-565-0505, ext. 22
ishoffner@mdnonprofit.org

*Massachusetts  Jeff McLynch
Massachusetts Budget & Policy Center
15 Court Square, Suite 700
Boston, MA 02108
617-426-1228 x103
jmclynch@massbudget.org

*Minnesota  Kristine Jacobs
JOBS NOW Coalition
400 Selby Avenue
Blair Arcade West, Suite Q
St. Paul, MN 55102-4520
651-290-0240
kjacobs@jobsnowcoalition.org
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Missouri  John Hickey - 314-531-2288
Margarida Jorge - 314-750-6975
Missouri Citizen Education Fund
5585 Pershing Ave, Ste 150
St. Louis, MO 63112
moprovote @mindspring.com

New Mexico  Sharon Kayne
New Mexico Voices for Children
2340 Alamo SE, Suite 120
Albugquerque, NM 87106
505-244-9505 x30
505-401-8709
skayne@nmvoices.org

*New York James Parrott
Fiscal Policy Institute
275 Seventh Avenue, 6th Floor
New York, NY 10001
212-721-5624
parrott@fiscalpolicy.org

*North Carolina  John Quinterno
North Carolina Budget & Tax Center
PO Box 28068
Raleigh, NC 24611
919-856-3185

john@ncjustice.org

Ohio  Zach Schiller
Policy Matters Ohio
3631 Perkins Avenue, Suite 4C - East
Cleveland, OH 44114
216-361-9801
zschiller@policymattersohio.org

Oklahoma David Blatt
Community Action Project
717 S. Houston, Suite 302
Tulsa, Oklahoma 74127
918-382-3228
918-812-3648 cell

dblatt@captc.org

*Oregon  Michael Leachman
Oregon Center for Public Policy
Post Office Box 7
Silverton, OR 97381-0007
503-873-1201
mleachman@ocpp.org
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Texas Don Baylor
Center for Public Policy Priorities
900 Lydia Street
Austin, Texas 78702
512-320-0222 ext 108
baylor@cppp.or

*Washington John R. Burbank
Executive Director
Economic Opportunity Institute (EOI)
1900 North Northlake Way, Suite 237
Seattle WA 98103
206-529-6345

john@eoionline.or

*Wisconsin Laura Dresser
Center on Wisconsin Strategy (COWS)
University of Wisconsin at Madison
1180 Observatory Drive
Madison, WI 53706
608-263-3889
Idresser@ssc.wisc.edu

The Economic Policy Institute is an independent, nonprofit, nonpartisan research
institute — or “think tank” — that researches the impact of economic trends and policies
on working people in the United States and around the world.


mailto:baylor@cppp.org
mailto:john@eoionline.org
mailto:ldresser@ssc.wisc.edu

