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Republicans also want budget bal­
ance. But hiking the minimum wage is a 
lot more budget-friendly than laving 
government subsidize low-wage work.

The government’s principal device 
for making work pay ii^ the Ranw^ 
Income Tax Credit—a kind of negative r? 
income tax targeted to low-wage work­
ers with famihes.TTwas expanded, with ' 
strong^ bipartisan support, in 1993.
Next year, the EITC will cost the 
federal budget more than $15 billion. ■

Of course, the Republican desire to 
encourage work and reduce federal 
outlays clashes with the Repnhliran 
worship of umegulated markets Con- 

, .servatives, seconded by many econo­
mists, have long argued that minimum 
wage laws reduce pbs! Byrai^g the
industry to make fewer hires.^^

That makes intuitive sense. Howev­
er, a~ii^ arid_ comprehensive study by 
two Princeton University economists 

I rebuts the conventional wisdom. Econ- 
. omists David Card and Alan Krueger 
' had a laboratory case when New Jersey 
V raised iT^ state minimum wage and 

neighboring Pennsylvania did not.
Card and. Krueger found that em­

ployment in New jersey actually ex­
panded after that state hiked its mini­
mum wage ■ffom $4.25~fo' $5.05 an 
hour in April 1992. Comparable fast- 
food outlets across the river in eastern 
Pennsylvania, whose minimum wage 
remained at $4.25, experienced lower 
job growth. Nor was New Jersey’s hike 
in wages offset by reduced fringe bene­
fits. The economists found similar re­
sults in stiidjnng other states.

What explains these surprising find­
ings? In their forthcoming book, "Myth 
and Measurement" Card and Krueger 
find that management has a degree of 
’’market power." They could have been 
paying higher wages all along. They 
simply chose not to, given that enough 
workers were available at the lower 
wage.

Contrary to the usual claim that 
higher minimum wages are inflationary, 
they als^foundlHatrestaurants mostly 
did not respond to" the~higier labor 
costs by raismg prices. "Rather they 
offset”the higherpay*with“~iiTiprov^' 
output and lower turnover. ~In~ some 
crises. simply absorfedlhe higher 
costs,
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VWage y
PfeSident-Glintoh'^nts to raise the 

minimum wage. The Republicans ob­
ject. Indeed, House Majority Leader 
Richard Armey wants to repeal existing 
minimum wage laws.

Politically, this was a difficult caD for 
Clinton. On th^dhe “handrraising the 
minimum wage seems to contradict 
Clinton’s well-advertised return to his 
“New Democrat" rc«ts. The federal 
minimum wage evokes FDR, factory 
workers and the Great Depression, a 
set of images that Clinton hopes to 
transcend. The middle class, object of 
Clinton’s courtship, earns a lot more 
than the minimum wage—or it isn’t 
middle class.

At the same time, a higher minimum 
wage clearly resonates with the Clinton \ 
ffiemi of honoring work.Tn his State of ) 

, the Union speech, tlie"^esiaent once 
again saluted Americans working lon­
ger hoCtrs for less play, and suggested 
they deserve more reward. These are 
precisely the people who’ve stopped 
voting, but who tend to vote DenKxrat- 
ic when tiiey vote at all.

Contrary to mytliology, mo^^the 4 
million minimum wage workers are not 

/teena^fs flipping' burgers ^er school.
/ Theyju-e breadwinners, ihc«tly female, 

contributing to an increa^gly inade­
quate household income.

V Moreover, the value of the minimum 
wagF has ' 'dSerior'atecr~ markedly. 
Throughout the late 1950s, under 
President Ei^nhower, it had a~real 
(inflatioiTadjusted) value of over $b m 
hour in today’s dollars, hi the mSPBOs, 
before eroded. 6y inflation again, it 
peaked at $6.38—50 percent higher 
than toaiiy's value. As recently as 
1978, it was worth over $6, enou^ for 
two breadwinners to'earn a barely 
middle-class living. Today it is just 
$4.25. —

In that s'jnse, the Repubhcan views 
on the minimum wage are also contra­
dictory. Republicans, even more fierce- 
Ijniian President Clinton, want to re­
place welfare with work. But if work \ 

j doesn’t’ pay Tlivuig wage, then even /
( people wFiojjjitilully^Jie jote can’t pay 

the rent.



At some point; My $7 an hour, 
and Krueger agree that a higher miiiii 
mum wage would likely employe 
ment. But with the value d the miniT 
miim wage having erodd so badly, we

w;': w' ■■ ■■ ■ ■"■ '■
■:' ^Oice. ■ :'V-;

*:S^^iigrsafiiWte^gg.s;'
s^mg rate; BuKit^b^^

^ d^'t necessarily produamirejpfe;

company_eanungs be shmed with em;
:; ploye^and w^yweB^p :

productive economy as weP as a fairer
■ one, at less cost to the taixpayers. f; 1 ^ ^ 

: By embracing; higher,,:minimum 
’ wages; President Clinton h^jdentifi^

f the occasional virtue. HH;oveminCTt ■
j^ftmilatinn to rnrrf<rt 1_______ ___^ kets and protect vulne:rableli>ropl^ M V ; : 

i; sipi^n mat Otherwise ^ni^ hdayfly 
^^^~^'publican, it was a good place to dratv 

. ; ,'the Une. • <
----------- . •

'if.
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