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"THE MINIMUM WAGE FOR FAMILIES ACT"

LEGISLATIVE DESCRIPTION A2n) SUMMARY

This proposal will fundamentally redesign the EITC, and rename it 
the "Working Families Support Credit".

RATIOWALB

It has become difficult in recent years to support & family on a 
minimum-wage salary. There is agreement among both Republicans 
and Democrats that we need to provide assistance to the "working
poor", but there is significant disagreement on the best wav to 
accomplish this goal.

The administration has proposed an increase in the minimum wage 
as the solution to this problem. While such an increase would 
provide some relief to the working poor, it would al3o have much 
more far reaching effects, including placing large eronomic 
constraints on the private sector, a loss of entry-1»vel 
positions, and an inflationary ripple effect on wages. A minimum 
wage increase would also affect those persons who arjuably are 
not in need of this assistance, such as teenagers working during 
their summer vacation.

Our pro^sal wouid accomplish Che goal of providing .issiscance to 
chose who are truly in need -- working families -- wiile at the 
eame time avoiding the additional problems associate. I with a 
minimum wage increase.

BACKSROtnm

The Earned income Tax Credit (EITC), which was created in 1974
refundable tax credit to lower-income wor) ing families 

children and currently to some adult childless vorkers. The 
EITC has expanded greatly since its creation as a result of both 
Congreeeionai and Presidencial inlciacives, includinc efforts by 
Che Reagan, Bush and Clinton administrations '
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RgCIPIgMTfl

Under current law, there are an estimated 18.2 million tax unite 
eligible for EITC. 12.7 million of these tax units are families 
with children, of whom roughly 5.3 million have one child and 7 4 
million have two or more children. The remaining 5.5 million 
eligible tax units are childless workers ages 25 thxough 64.

PROPOSAL

This EITC reform proposal, which builds upon the reforms in the 
Republican Balanced Budget Act of 1995, will redesign and reform 
the current EITC program in an effort to return the program to 
Its original purpose of serving low-income working families. The 
proposal will address the following:

* Convert large annual "lump sum" EITC payments into 
equal monthly payments so as to more practically 
supplement family income

* Deny credit to undocumented workers

* Eliminate credit for childless adults

* Increase the support credit for parents

Rename Earned Income Tax Credit the "Working Families 
Support Credit"

With the savings generated from these reforms, we wi .1 
significantly increase the amount of credit recipien ;s of the 
working Families Support Credit would receive.

If you believe that those people who are in need of wage 

assistance are America's working families, as oppose-1 to 
teenagers employer during their summer vacation, please join us 
in support of The Minimum Wage Increase for Families Act.

If you would like to cosponsor this legislation or i.’ you have 
additional questions, please contact Chuck Seyfarth with 
Representative Hutchinson at 5-4301.
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The d^le over the mininiiiin wage is an 
exercise in stale symbolism. The prooosed in- 
cre^-trom the $4.25 an hour to $5.15—
¥KniM fint «fn miirK tei Kofn

Stale Symbolii
wnsUtute so £!?rtant dSitJ? of t2^ i/TuSI l£i25rS"[-*7 *Wnted. 

w™,„ no. on  -------- - ----------------- .... and hardship foT children. Not SO. wSftSi^

even hurt them. As such, the aiiiizniuffl wagfia nelit "W- Credit, this family-s income ($14166)1:

.’^e4S..r3!!ttJS^“s5fl;
sunple way for Democrats (who generally favor °* in^erty. because the suming the^kcr stiU ha^ 1.*^ ^ Ime-as-
H) to embarrass Republicans (who don't). «»"»«». Others didn't have c^ ThoeTib^!^ u u .

If you doubt that, ponder some lacU nathered Ohvjously. some single parents earned the inducMf ’wgea, if artifkially
byNewYorkTimeiraporterKJidKihSr *™r "«»t»er^With computers. RosSiaun. fSd tS^ottS ^ Pe^"« «nininiua-w.ge worhen. 
presidential papers-including presidential *^¥ "S«nient for a higher minimuin
speec^. statements and press conferences- “**“•« •« »*« miiumuro should harshly ciitidLd^J?!!^*!!* ^ •>««"
searched to .h- number of times ChnCon »«> escape poverty. For SitSira f^'^*** »»e'*eve

a higher minimum wage in 1993 and L“ F”**™*- Someone worldog 40 erase between*i^r^!i”* the oummum could
i^. when Democrau contrXd Coogr^ »^.Z5 an hour earns $8,840 a S^ed ^

I^lic sympathy for a higher minumun rests "“V »»«» «*»e Labor Depaftroeni's Ij| .
on two false bebels. The first is that there's a **™P*e'» ‘yphal. Consider Eewomists
permanent noun of worbe.,. .................. ..... m Changes in the minimum don't affect * »"“ict the prKue effecU of small changes
------ -.............. -V... U un: Dunimum P®®'’t*ecauseabout 60perceolite't»®8“aferising

-A-------- , . nurtt be^ tfghlbr: at worst, they oii^

some* 
b

on two false beliefs. The first is that there's a ®»rop*e is hardly typical. Consider £«>noniists
permanent group of worliera always stuck at the • Changes in the minimum don't affect most . P*«ise effecU of small changesmi^um. It foUows, then, that if the aiioimum P®®'’ "lulls, because about 60 perceoi^-| ®*«u« wages are rising
B^r^. their buyina power constantly ««lyabout 10percenttoveyraT-rJ^i? tteSnn11“^
erodc^oin&iioii.^ this theory, we should find ^uU-hme john. ^* "*“*•« ibe ponr
some fixed, irTeducible share of workers (say, 5 • Among minimum-wsge workers in 1995 >Kni.t arS.- ®* woret, they oii|
percent) at the minimiun. ' three^ers ^ ^ sjfer ahghtly. The real deception b that son

wage scale, mflalinn and awmwiriifui f«. ii,j„ jg hours a wSl ®**'**™8®*BameofDolitkaloni..iiiyMT..».k;,
^-timere was identical among thoJ 
between $4.25 and $5.15 an hour.)
■ MoaI fninimitm.nMMA ------*___ ____ •.

r:* *«««“ of ^ *;^;c^ur"pa5!ti5!S^ b<w*» a wSl (The'a^^^ ®®f?™ll “ » o* Polrtical one-upsmanship
^ part-timers was Wentil de2SL?"SL” “i®**

41« minimum wage remained at between $4.25 and $5.15 an hoJ ) * ^ wdl thmk that govenuneot can
$3.35. What happened? in 1981 there were 7.8 • Most fninimun-wage woritera men't nn»r i ^*' "***® “®®* P^« advance
million workers at the minimum or n»sriu a i94n Hist Iwrnrc ihir imt • ™ aren t poor. In through their own efforts and Kbiiio if iMwmi.percent of 100 million rST^ l9?T«dy tbeywST wSr£if7iS
3.2 million workers received the n^Lui 'aSSl

"l*“ “« BurlZiVoTs^S^u”ve^y AboSI^^ •*’* O'”®"*

woTkliHJ^minmium wage even»elemaiketin!!T?^S»^^’rdSijfv^ wilh° *****”"'®'*«>nl«rtable
iTp tAW release. by young, single, often^kfiScbM'w^ki^^ repbymg ancient (and irrelevant) debates

percent 1995 tw^thirdh of SieniwSel^r so problems. These riluab are
mimmum-wage workers-are the sole bread win- P«n*„t were over^ eS? SS^benefiA J «^®“«t. They are a sign of poUtS
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Supporting the Efforts of Low Wage Work! ng Americans
Raising tht Minimum Wage Is Not the An twer

March 1996

It Is an election year, and the parties are once again arguing ovi r the minimum wags. 
Demooab are ri^t that government has a oritical role to play in hel ping people work their 
way out of poverty, in raising living standards, and In reducing ln< quality. Increasing the 
minimum wage, however, is the wrong strategy to promote these ;oals.

In 1989, the Progressive Policy Institute (PPD demonstrated lha raising the minimum 
wage could be counterproductive, raising prices for poor people while helping mainly 
mi(^e class families. Instead, PPI and the DemocraHc Leadership Council (DLO argued 
thagongress should reform the Earned Income Tax Credit (EITC; to ensure that pmplc 
whft work full-Hmc, year-round would be able to support their fam lies above the poverty 
line/ In 1990, and again in 1993, Congress expanded the EITC along the lines proposed by 
PPT and Congress should reject calls to retreat from this commitm *nt.

At the same time, there are ways to expand opportunities for low wage worker? to 
work their way up the income scale. The key is to cut the deficit whi le Investing In broader 
prosperity. Congress should repeal up to $75 billion a year in t nproductive Industry 
spending and tax subsidies; the lion's share of these resources sh ould be channeled to 
deficit reduction. The remainder could be dedicated to public invesli tents to expand access 
to higher education, through the National Service program and the school-to-work 
Initiative, and to skills enhancement through vouchers for retrainir g.

These approaches offer sound, market-based assistance for lov ■ income workers. By 
contrast, raising the minimum wage would be, at best, a blunt inst ument.

► The vast majority of minimum wage workers are in families that i lo not need public wage 
supports because their incomes are well above the poverty level, vlost minimum wage 
workers are not the sole support of low income families, but secondary workers in 
moderate or middle income families, or primary workers i n families with other 
significant sources of income. Seventy percent of minimum wage workers are in 
families well above the poverty level, and nearly 40 percen are in families with 
incomes in the top half of the income distribution.

► More than 75 percent of all poor Americans are ineligible for the minimum wage, and so 
would not benefit from an increase. They don't qualify because tl ey (1) don't work (the 
elderly poor as well as the welfare poor), (2) earn more than s n increased minimum 
wage (but work only part-time or part of the year), (3) work for themselves, or (4)

tt covered by the minimum wage law.
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► Tht costs cfin increase in the minimum wge would be borne da proportionately by lower
income families. In the short run, a higher minimum wage i alses costs and prices
transferring resources from consumers to minimum wage w irkers There

minimum waa would produa » regressive transfer, makl. g most poor ^SIl* a
*' ^ P<>“P o' P^P<«

► A higkir minimum wagt does not protect /dte. Some have irgued that a hieher

► In the end. rastng the mmimitm looge would be self-defealing. Rm s initially respond to
an increaM in the minimum wage in the same way they respc nd to any increase in
fixed c^ affe«mg all conyeting firms: They will incorpor ite the cost in higher
prices. This will tend to reduce Jobs over a longer term, M higher mtes reduS
demand for the industry s goods and services. Raising the mil infum wage will ato
m^ that no firms will hire additional workers whose vilue to the firm falls
between the old minimum wage and the new one. So in many cases, a higher
minimum wage can reduce job creation for low skilled peopU ’

For fhe« reasons, the Oemocroffe Uadership C^eff and Progre .she Policy Institute
support other mays o/hWpoig low income luorhem.Ee EITC-Iom i upported^ PH ajid
expanded by Presrfent ainj^ In 1993-is a much fetter way of torj efiSg bene4 to tow
income working Americansjbr more information on the EITC, sei Work and P^rl^A
Frogr^ioc if® o/the Minimum Wage and the Earned Income Tex Credi (June ISSSJ^nd An
Ai^ican Wwbng Wage: Ending Fooirly in Working Fami/ies (February m. both by Mie^
J. Shapiro. We also supper^ the use of vouchers for job training K replace the cXnt
system of more than 150 federal training programs—and other c ranges to empower
workers-rather than burden business with additional rules and reg lUtions. ^

The Eire program is not perfect, but many recent criHcisms of it a e either exaggerated
« plainly incorrect. In t^ir quest to attain a balanced budget, n any Repubdn

pr4ram and targeted it for
significant reduettons. This has occuned even though the program wa< started by President
Ford and receiy^ its largest expansion under President Reagan. For: nore informafion on
why recent aiticisms are off the mark, see GOP Cuts in the EITC- RsislnuWorking Poor (June 19,1995) by M. Jed Hamond and Ly^A Ho^'. * " ""

0027'nn “the “"‘“u DfP 'ttmem at 1.800-546-
Mtp//w^.dY^H.ofg/ ' “ « viii, our Web site at

-2-
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"THE MINIMUM WAGE FOR FAMILIES ACT"

LEGISLATIVE DESCRIPTION AND SUMMARY

This proposal will fundamentally redesign the EITC, and rename it 
the "Wor3cing Families Support Credit-.

RATIOWALB

It has become difficult in recent years to support s family on a 
minimum-wage salary. There is agreement among both Republicans 
and Democrats that we need to provide assistance to the "working 
poor", but there is significant disagreement on the oest way to 
accomplish this goal.

The administration has proposed an increase in the minimum wage 
as the solution to this problem. While such an incrjase would 
provide some relief to the working poor, it would also have much 
more far reaching effects, including placing large e:onomic 
constraints on the private sector, a loss of entry-1jvel 
positions, and an inflationary ripple effect on wageJ. A minimum 

wage increase would also affect those persons who arjuably are 
not in need of this assistance, such as teenagers working during 
their summer vacation.

Our proposal would accomplish the goal of providing issistance to 
those who are truly in need -- working families -- wiiile at the 
same time avoiding the additional problems associated with a 
minimum wage increase.

BACKGROrom

The Earned income Tax Credit (EITC). which was creat* d in 1974
refundable tax credit to lower-income wor) ing families 

Children and currently to some adult childless workers. The 
EITC has expanded greatly since its creation as a re«ult of both 
Congiraeaionai and Presidential initiatives, Includinc efforts by 
the Reagan, Bush and Clinton administrations.
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RECIPIENTS

Under current law, there are an estimated 18.2 million tax unite
eligible for EITC. 12.7 million of these tax unite are families
with children, of whom roughly 5.3 million have one child and 7.4
million have two or more children. The remaining 5.5 million
eligible tax units are childless workers ages 25 thzough 64.

PROPOSAL

This EITC reform proposal, which builds upon the reforms in the
Republican Balanced Budget Act of 1995, will redesign and reform
the current EITC program in an effort to return the program to
its original purpose of serving low-income working families. The
proposal will address the following:

* Convert large annual "lump sum" EITC payments into
equal monthly payments so as to more practically
supplement family income

* Deny credit to undocumented workers

* Eliminate credit for childless adults

* Increase the support credit for parents

* Rename Earned Income Tax Credit the "Working Families
Support Credit"

With the savings generated from these reforms, we wi .1
significantly increase the amount of credit recipien :s of the
Working Families Support Credit would receive.

If you believe that those people who are in need of wage
assistance are America's working families, as opposed to
teenagers employer during their summer vacation, ple.ise join us
in support of The Minimum Wage Increase for Families Act.

If you would like to cosponsor this legislation or i;' you have
additional questions, please contact Chuck Scyfarth ^>ith
Representative Hutchinson at 5-4301.
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Wisconsin's Restaurants.
Good Jobs. Great People. Extraordinary Opport unity.
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to celebrtie the success stories in Airieric* s foodservice industry.
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Mimmum Wage: Stale Symbolism
The debate over the minimuin wave i« an __. .. .The d^le over the minimum wage is an 

exercise in stale ejonbolism. The proposed in- 
cre^—from the U.25 an hour to $5.15—
WOUM not fin murk t«i Kofn
wen hurt them. As such, the minimuin wag^ia 

about sociat policy than politics. Roughly 
three^uarters of Americans think raising it is 
tlm decent thing to do. So opponents are easily 
stigiutized as cruel In an election year, this is a 
sOTple way for Democrats (who generally favor 
•I) to embarrass Republicans (who don't)

If you^ubMhat. ponder some facts gathered 
by New York Times reporter David Rosenbaum. 
With computers. Rosenbaum had the oflicuj 
presidential papers-including presidential 
speeches, slatemeats and press conferences— 
searched to find the number of tones Clinton 

minimum wage in 1993 and 
1^, when Democrats conUoUed Congress 
The arawer: rero. In 1995 and 1996. with 
Rep^cans controlling Congress. Ctinlon 
plug^ a higher minunmn 47 limes (through 
March 11).

Public sympathy for a higher minimum rests 
on two false beliefs. The first is that there’s a 
permanent group of workers always stuck at the 
mi^um. It loUows, then, that if the mioimum 
isnt rais^, their buying power constantly 
erodea to ^tion. By this theory, we should find 
some fixed, irreducible share of workers (say. 5 
percent) at the minisium.

Well, we don’t. Even at the bottom of the 
wa^ si^. inflation and oompetition for workers 

W ratea Between 19S1 and 
minimum wage remained at 

13.35. What happened? In 1981 there were 7.8 
million workers at the minimum, or nearly 8 

worker*. By 1989. only3.2 milbon workers received the minimum, about
3 percent of the 117 million workers. If the 
mmimum had stayed at $3.35. almost no one 
would receive it now. In 1995 3.7 million worh- 

minimum. 3 percent ot the
125 million workers.

The second oiyih is that many minimum-wage 
workere are family heads. In one press release, 
the Ubor Departmeot says that 40 percent ol 
mimmum-wage workers ‘are the sole bread win-

low wages enggeraied.^ lonUki, fc, dadSu N« «. wuf l!!S “ '!“■

as family heads—a definitkNi that thouirh defm. hiJuJ *^®^**"* below the poverty line. The

about 3 percent of tninimuin-wage workers. « niarw. True, some economic research

IS that a ftdf^e worker at the minimum sho^ harshfr SftidLS^Jf^ ^ 1»» been
have enough income to escape poverty For ««»««*<» believethis is no problem. Son^^^Sg^ ere* ZSvlIn'*^*"" ^ the mfai„,„„ 
hours a w*k at $4.25 an hour cams $8,840 a ^ ^
year, which is above (he poverty line of %7 900 mink» * tWa niath, a $5,15 nknimumI" But Ihe Labor K-pSlnent c^pt^ Sf ^OO.OOO
that a hiU-time worker with three dependeols workers, esthnaiea econo-
can’l reach the poverty line of $15,600. Neumark of Michigan Stale Univei-
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Sapporting Ihe Efforts of Low Wage Work! ng Americans
Raising the Minimum Wage Is Not the An iwer

March 1996

Itb an election yca^ and the parties arc once again arguing ova r the minlnuim waea. 
Demoeiats are right that govcnunent has a critical role to play in hel ping people work thSr 
way out of poverty, in raising living standards, and in reducing in< qualC. Incrcaslne the 
minimum wage, however, is the wrong strategy to promote these ;oals.

In 1989, the Progressive Policy Institute (PPl) demonstrated tha raising the minimum

a.'sss.r'sS'K-.rsffisSfflsS ssjsathaJConpess should reform the Earned Income Tax Credit (EITC; to ensure that pMoie 
wha work Wl-Hmc, year-round would be able to support their fam lies above the poverty
Sb5i ^ in 1993, Congress expanded the EITC along the lines proposed by
PPI; and Congress should reject calls lo retreat from this commitm mt.

At the same time, there are ways to expand opportunities for low wage workers to 
work thdr way up the income scale. The key is to cut the deficit whi le investing in broader 
pros^nty. Congress should repeal up to $75 billion a year In t nproductive industry 
spending and tax subsidies; the lion's share of these resources should be channeled to 
dcfidt reduction. The remainder could be dedicated to public investi tents to expand access 
to higher education, through the National Service program and the school-to-work 
Initiative, and to skills enhancement through vouchers for retrainlr g.

These approaches offer sound, market-based assistance for lov ■ income workers. By 
contrast, raising the minimum wage would be, at best, a blunt inst ument.

► The vast ma/ority of minimum wage workers are in families that t lo not need public wage 
supports because their incomes are well above the poverty level, vlost minimum wage 
workers are not the sole support of low income families, but secondary workers in 
rnoderate or middle income families, or primary workers i n families with other 
significant sources of income. Seventy percent of minimum wage workers are in 
families well above the poverty level, and nearly 40 pereen are in families with 
incomes in the top half of the income distribution.

► More than 75 percent of all poor Americans are ineligible for the 'mmmum wage, and so 
wmid not benefit from an increase. They don't qualify because th ey (1) don't work (the 
elderly poor as well as the welfare poor), (2) earn more than z n increased minimum

wvt w vf fbul work only part-time or part of the year), (3) work for themselves, or (4)
a , tx covered by the minimum wage law.
f.e\‘
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► nt mis in intrast in Iht minimum mge wouU be bene du mporllaiilelu bu hoe,
ineme^milia. In the short run, a higher minimum wage i alses costs and oricta
transferring resources from consumers to minimum wage w trkers Tlwre . JT*™worker. In low Inc^ fandto who would benefi,Vl^fl«"tiy?ta,X”S

► A higher minimum i»ge does prelect prf». Some have .rgued that a higher
minimum wage could prelect jobs, because the higher wag. would give firm an
incense to figure out how to u» their minimum wage worTc ini moreSS^ y
n eff^, these andysts argue ttat higher wages yield hlghi r product raX’i

than the reverse. There Is no reliable empirical evidence to $ ipport this view.

► In Ike emf, raising the minimum wage would be self-defealing. Fim o initially respond to

mean "“'"o firms will hire addifional workers whosellue to the®fij fat
between the old minimum wage and the new one. So In nany cas«, a™'her
minimum wage can reduce job creation for low skilled people '

for ff«« reason,. I^ DemoenUe Uadership Co^eil and Progre :sive Policy Inslilute
support ot^ ways of h^pmg low income workersM, EITC-longi upportXy m md
upended by President OinjOT In 1993-is a much fetter way of tar, ,edSg l^eto to to^
income working AmericanTlRor more information on the EITC see Work pLS,^?^aProgressive Vim of the Minimum Wage and the Earned Income Tax Credi Sune IMaTn^An
Jli^n WMng Wage Ending Poverly in Working Families (Februaor W), bo^^ R^b^rt
J. aapiro. We also support the use of vouchers for job training ti rep ace the^u?rem
system of more than 150 federa training programsUnd odwr cianges to em~4
workers-rather than burden business with additional rules and reg ilattons. "

or p^t.^y'JnSK r^ir^!^; f aS "y^l'anlT^rdi:^' n
s^ifican, reductions. T^is has occuU ^ven tho^rh .hVprJ^rwai ".t:^'ej'teiidem
Ford and receiy^ Its largest expansion under President Realan. For nore “foLToron
why recent criticisms are off the mark, see GOP Cuts in the EJTC- Raisino itWbrking Poor dune 19,1995) by M. Jeff Hamond and Lyl A H^„. “ ""

a!! PoWi'jHons, please contact our Publications Dep .rlment at 1-800.546-
SSi,'//wwdY^ o?g/"' ^ or Vi lit our Web site at

-2-
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"THE MINIMUM WAGE FOR FAMILIES ACT"

LEGISLATIVE DESCRIPTION AND SUMMARY

This proposal will fundamentally redesign the EITC. and rename it 
the "Working Families Support Credit",

RATIOMAI,g

It has become difficult in recent years to support 6 family on a 
minimum-wage salary. There is agreement among both Republicans 
and Democrats that we need to provide assistance to the "working 
poor", but there is significant disagreement on the best way to 
accomplish this goal.

The administration has proposed an increase in the minimum wage 
as the solution to this problem. While such an increase would 
provide some relief to the working poor, it would al3o have much 
more far reaching effects, including placing large eronomic 
constraints on the private sector, a loss of entry-1 jvel 
positions, and an inflationary ripple effect on wagej. A minimum 
wage increase would also affect those persons who Ljuably are 

not in need of this assistance, such as teenagers working during 
their summer vacation. ^ ^

our proposal would accomplish ths goal of providing ussiscance to 
Chose who are truly in need - working families -- wuile at the 
same time avoiding the additional problems associate.! with a 
minimum wage increase.

BACKGROinm

r“;Em currently to some adult childless workers. The
EITC has expanded greatly since its creation as a result of both 
cor.gr«aeior»»i and Piresidenciai initiatives, Includinc efforts by 
the Reagan. Bush and Clinton administrations. ' ^
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RECIPIgMTa

Under current law, there are an estimated 18.2 million tax unite
eligible for EITC. 12.7 million of these tax units are families
with children, of whom roughly 5.3 million have one child and 7.4
million have two or more children. The remaining 5.5 million
eligible tax units are childless workers ages 25 through 64.

PROPOSALi

This EITC reform proposal, which builds upon the ref arms in the
Republican Balanced Budget Act of 1995, will redesign and reform
the current EITC program in an effort to return the program to
its original purpose of serving low-income working families. The
proposal will address the following:

* Convert large annual "lump sum" EITC payments into
equal monthly payments so as to more practically

. supplement family income

* Deny credit to undocumented workers

* Eliminate credit for childless adults

* Increase the support credit for parents

* Rename Earned Income Tax Credit the "Working Families
Support Credit"

With the savings generated from these reforms, we wi 1
significantly increase the amount of credit recipien :a of the
Working Families Support Credit would receive.

If you believe that those people who are in need of wage
assistance are America's working families, as opposed to
teenagers employer during their summer vacation, ple.ise join us
in support of The Minimum Wage Increase for Families Act.

If you would like to cosponsor this legislation or i;^ you have
additional questions, please contact Chuck Seyfarth vith 
Representative Hutchinson at 5-4301.
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Wisconsin's Restaurants.
Good Jobs. Great People. Extraordinary Opport unity.

Thi» message is proudly proughi lo you by the Wisconsin flestaurant Association 
10 celebrate the success stories in America s foodservice industry.
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Robert J, Samuelson

The debate over the miniimim wage is an 
exercise in stale Byrobolism, The proposed in- 
cre^—from the t4.25 an hour to S5.1S—
would fint ftn murk KaU

%e: Stale Symbolism
low wages constitute ao important soui? 0/ tS? ihinSbll «OMerated.

w„„« .« ,w.,„ _________ ^ chiJdren, Not wSf ^ ^2"-

even hurt them. As such, the miiiinium wanr^ «“ Labor Ueport- Credit, this lamilv's ■noomp rtii —

^ple way for temocrata (who generaUy favor *»ause the suming the^ker sUU £d a Jh ^ Ime-as-
•I) to embarrass Republicans (who don’t). ®»"»ers. Others didn’t have chi)- ‘Dim’u ihP «*!* u u .

If you doubt that, ponder some aathered Otnoously. some single parents earned the imliicMt **'**“'^ *?*«•. d artificially
by New York Times reporter David Romteun wage. One study puU their number at of the “nahdied workers outWith computers. Rosenbaum had the offidaj **^3 liCTOnt of mimmum wage workers. qu^iSiJ^iSSlie^^Sd^™?*^ 
presidential papers-including presidential "*«nient for a higher minimum nnSJSLTlSjl^ ,21 ^ ^
speec^. slatemeols and press conferences- 21^** * a* ^ minimiim should harshly
swhed to fold the number of times Clinton “«*«ne to escape poverty. For Sit^™ Mononusts believe
a^Kaled a higher mmimum wage in 1993 and !* P«*l«n- Someone working 40 erase the mimmum could
1^, when Democrau contrXd Coogr^ *• “»»K«r earns 18.840 a aff^ed “f ^ ^
The answer: aero. In 1995 and 1996.^i^ "j^b 's above the poverty line of $7,900

I,™™™ 47 ,i„„ ^ rnS^isrur::Public symjttthy for a higher minimum r«u This may be. but the Labor 'fV«.

n

§

WeB. ^ <^’t. Even at the bottom of the Moat (55 percent) ww that is
«l^sj^.uifliUoo and competition for workers less than 35 hours a wS fTh^’sh^e^rS <»e-op8man$hip

^ ”**«• Between 1981 and part-timers was identical amwu'thL. ^ P«“P*® wUI believe the
11 w mu^ura wage remained at between $4.25 and $5^a^!hw? )^^ * that government iu
$3.35. What happened? In 1981 there were 7.8 ■ Most mininium-wage workers aren’t nwr 1 Ih^ ^*’ ”**“ P*®P*« advance
million workers at the mmimiun. or nearly 8 1990 just before ’ *“ through their own efforts and shills. If peoDle^rc^t of too million sr^era. By 1989. y
3.2 million wwhersiwiv^ the minimum, about the poverty fine. esSStM TconS^i^Rirh^ mcreases in the mini^.
3 percent of the 117 million workers. If the Burkhauser of Svramse Ifniv^niru Ak^ ccooonusls who support the present proDosalmmimum had stayed at $3.35, almost no one IhirS^bad incoiST^^eS Kr^S wlh®' 25f®f ‘H* «K. «6 or $7 widSkS
would recewe it now. In 1995 3.7 million work- than the povertyTSc ^ tow-skilled. Because a low-paying S

the Labw Department---- - •
minimum-roS="-r
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Supporting the Efforts of Low Wage Work! ng Americana
Raising the Minimum Wage Is Not the An twer

March 1996

It Is an election year, and the parties arc once again arguing ovi r the minimum wage. 
Demoaab are ri^t that government has a critical role to play in hel ping people work their 

way out ol poverty, in raising living standards, and In reducing ini quality. Increasing the 
minimum wage, however, is the wrong strategy to promote these ;oals.

In 1989, the Progressive Policy Institute (PPD demonstrated tha raising the minimum 
wage could be counterproductive, raising prices for poor people while helping mainly 
mic^e class families. Instead, PPI and the Democratic Leadership Zoundl (DLO argued 
tha^ongress should reform the Earned Income Tax Credit (EITC; to ensure that people 
wh|i work full-time, year-round would be able to support their fam lies above the poverty 
lii^ In 1990, and again in 1993, Congress expanded the EITC along the lines proposed by 

PPi, and Congress should reject calls to retreat from this commitm »nt.

At the same time, there are ways to expand opportunities for low wage workers to 
work thdr way up the income scale. The key is to cut the deficit whi le investing in broader 
prosperity. Congress should repeal up to $75 billion a year In t nproductive industry 
spending and tax subsidies; the lion's share of these resources si ould be channeled to 
deficit reduction. The remainder could be dedicated to public investi tents to expand access 
to higher education, through the National Service program and the school-to-work 
initiative, and to skills enhancement through vouchers for retrainlr g.

These approaches offer sound, market-based assistance for lov ■ income workers. By 
contrast, raising the minimum wage would be, at best, a blunt insl ument.

► The vast rnajority of minimum wage workers are in families that (\o not need public wage 
supports because their incomes are well above the poverty level, vlost minimum wage 
workers are not the sole support of low income families, but secondary workers in 
moderate or middle income families, or primary workers i n families with other 
significant sources of income. Seventy percent of minimum wage workers are in 
families well above the poverty level, and nearly 40 percen are in families with 
incomes in the top half of the income distribution.

► More than 75 percent of all poor Americans are ineligible for the minimum wage, and so 
would not benefit from an increase. They don't qualify because tl ey (1) don't work (the 
elderly poor as well as the welfare poor), (2) earn more than i n increased minimum 
wage (but work only part-time or part of the year), (3) work for themselves, or (4)

tt i covered by the minimum wage law.

.X,’. J... V»/.>
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>■ Vuasts cfan incrait In Iht minimum wge would be borne dii enponionelelu bu lower
ineonu^miliei. In tht short run, a higher minimum wage i aises costs and orices
transferdng resources from consumers to minimum wag? w irkers nwreV™ workers In low Income families who would benefit sign flrantiy’^tot X

► d hjjAer minimum mage does not protect jobs. Some have irgued that a higher
rmnirnum wage could prolccf jobs, because the higher wagi rrould give fimJ an
r“«^* S T “* •“ “* wage wor\ n more®pr^uSJefv
n eff^, these an^ysts argue that higher wages yleM high, r producdX

than the reverse. There Is no reliable empirical evidence to s .p^rt thU vL

► In the end. rowing the minimum wage would be self-defeoling. Fim a iniHally respond to
an increaM m the minimum wage In the same way they resp .nd to any inmase in
fixed co^ affecting al competing firms.- They will iniorpor ,t. the ciuSii^
priC6S- TTiis will tend to reduce Jobs ov^r d lonecr term as hiohop rtrir.m_ 
demand for the industry's goods and services. RaUing the'irui imlm wgrwifuiS
nvMn that no firms will hire addirional workers whose^ilue to the firm falls
between the old minimum wage and the new one. So in i lany cases, a hi'^aher
minimum wage can reduce job creation for low skilled peopU

For these reasons^ Democratic Uadership C^cil and Progre .sive PoUcy Institute
support other ways of helping low income workersMe EITC-lon^ upportedVm^d
expanded by Pres^ent Clin^in 1993^is a much fetter way of tar, edSg benefits to to^
income working AmericangFbr more information on the EITC seeSvori 
Progr^iue Vi^ofthe Minidm Woge end the Earned Income Toe C^i Oune W^Tnd^An
Jli^wa WMng Wage: Ending Poverty in Working Families (February W), bo!h
J. Shapiro We aUo suppor the use of vouchers hr job training t( rep ace th^c^nt

Congress have recent^ l^n very critical of the EITC prMram and targeted ™fer
“d I^X^ton uX'Prefdim gKr

why recent criHcisms are off the mark, see COP cZ fn % ETC Se ^
Wbrhng Poor flune 19,1995) by M. Jeff Hamond and Lyi A H^„.

omy'nn “Z P“bticr^ns, please contact our Publications Dep rtment at 1-800-546-
S«p//wwd7^X"' Web Site at

-2-
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"THE MINIMUM WAGE FOR FAMILIES ACT"

LEGISLATIVE DESCRIPTION AND SUMMARY

This proposal will fundamentally redesign the EITC, and rename it 
the "Working Families Support Credit".

RATIOWALB

It has become difficult in recent years to support s family on a 
minimum-wage salary. There is agreement among both Republicans 
and Democrats that we need to provide assistance to the "working 
poor", but there is significant disagreement on the best way to 
accomplish this goal.

The administration has proposed an increase in the rainimum wage 
as the solution to this problem. While such an incrsase would 
provide some relief to the working poor, it would also have much 
more far reaching effects, including placing large eronomic 
constraints on the private sector, a loss of entry-1jvel 
positions, and an inflationary ripple effect on wages. A minimum 
wage increase would also affect those persons who arguably are 
not in need of this assistance, such as teenagers working during 
their summer vacation.

Our proposal would accomplish the goal of providing issistance to 
those who are truly in need -- working families -- wiile at the 
same time avoiding the additional problems associated with a 
minimum wage increase.

BACKGROinm

The Earned income Tax Credit (EITC), which was create d in 1974 
provides a refundable tax credit to lower-income wor)ing families 
with children and currently to some adult childless vorkers. The 
EITC has expanded greatly since its creation as a rejult of both 
Con3reaoion»i and Presidential initiatives, Includinc efforts by 
the Reagan, Bush and Clinton administrations.
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RBCIPIgHTS

Under current law, there are an estimated 18.2 million tax unite
eligible for EITC. 12.7 million of these tax unite are families
with children, of whom roughly 5.3 million have one child and 7.4
million have two or more children. The remaining 5.5 million
eligible tax units are childless workers ages 25 through 64.

PROPOSAL

This EITC reform proposal, which builds upon the reforms in the
Republican Balanced Budget Act of 1995, will redesign and reform
the current EITC program in an effort to return the program to
its original purpose of serving low-income working families. The
proposal will address the following:

* Convert large annual "lump sum" EITC payments into
equal monthly payments so as to more practically
supplement family income

* Deny credit to undocumented workers

* Eliminate credit for childless adults

* Increase the support credit for parents

* Rename Earned Income Tax Credit the "Working Families
Support Credit"

With the savings generated from these reforms, we wi .1
significantly increase the amount of credit recipien :s of the
Working Families Support Credit would receive.

If you believe that those people who are in need of wage
assistance are America's working families, as oppose*I to
teenagers employer during their summer vacation, ple.ise join us
in support of The Minimum Wage Increase for Families Act.

If you would like to cosponsor this legislation or i;' you have
additional queetiona, please contact Chuck Seyfarth Mith 
Representative Hutchinson at 5-4301.
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There Are 153,900 Stories 

in Wisconsin's Restaurants.
Here's a Great One.
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Wisconsin's Restaurants.
Good Jobs. Great People. Extraordinary Opport imity.

THis messtje is prowdly Drought to you by the Wisconsin Restaurant Association 
to Cflebiate the success stones in AuierKa s foodservice industry.
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Minimum Wage: Stale Symbolism
T^e de^»ale over the minimum warn M an ^. .. .. .The debate over the minimum wage is an 

eitercise m stale eyrobolism. The proposed in- 
cre^-from the $4.25 an hour to $5.15—
would nnl An mnrk tn Ksfn ...... i> _:_1..
wen hurt them. As such, the oiinimum wag^is 
1^ about social policy than politics. Roughly 
tl^e^oarters of Americans thinh raising it is 
iw decent thing to do. So opponents are easily 
sUgiutoed as cruel In an election year, tfus is a 
^ple way lor Democrats (who generaUy favor 
It) to embarrass Repubhcans (who don't).

gatheredfcy New York Times reporter David Rosenbaum.
With con^lers. Rosenbaum had the oMdaJ 
presidential papers—including presidential 
speeches, slatemeols and press cooferenoes— 
s^hcd to find the number of times Clinton 

minimum wage in 1993 and 
1^, when Democrats controlled Congress. 
The ^wer: sero. In 1995 and 1996, with 
Repubbcans controlling Congress, Chnlon 
plug^ a higher minimum 47 times (through 
Marcn II). ^

Public ^jathy for a higher minimum rests 
on two false beliefs. The first is that there's a 
permanent group of workers always stuck at the 
mumum. It follows, then, that if the mioimum 
isot rais^, their buying power oonstantly

some faed. ineduable share of workers (say. 5 
percent) at the minimum.

WeD, we don't. Even at the hottom of the 
way si^. inflation and oompctition for workers

»9fli and
imiumum wage remained at13 35. What happened? In 1981 there were 7.8

million workers at the mmimum, or nearly 8 
*W| million workers. By 1989. only

3.2 million workers received the minimum, about 
3 percent of the 117 million workers. If the 
mifumum had stayed at $3.35, almost do one 
wouJd receive it now. In 1995 3.7 million work- 
ers were at the $4.25 minimum. 3 perceot ot the 
1ZS million workers.

The second myth is that many minimum-wage 
workere are family heads, fn one press release, 
the Labm Departmeol says that 40 percent of 
minimum-wage workers ‘are the sole bread win-

low wages col3tuirTo™iSrtml“il!^ T£f^J?TSb!J Dei^rtrS”^-«aggent*d.
poverty and hardship for children. Not so. wSf ,2S ^

o^rs iScSrSfoTT^“ ‘*'^**“^*- ^gh <W«- h&r ^
Bible, defies common sense. In 2995 onlv 28 changes in
percent of minimum-wage workers were “•« ^Maly’s

abwt 3 percent of minimum-wage workers. iJ «conomic research
fyiiliar argument for a higher minimum ^

IS that a fuU-time worker at the minimum should harahiv '«ewch has been
«o«gh income to escape povert)!^ ‘ *<»"«"»»<» *«iieve

sw^. this is no problem. SoroemirwoHriog 40 could
hours a wwk at $4.25 an hour earns $8,840 a SSed ^ ^

»».to8«.i„ubo,KSISSM2S sj»;100.000
thal a fu^i^ worker with three dependSS econo-
can t reach the poverty line of $15,600 Neunurh of Michigan SUte Univer-

“»a, ________ _

I worn so iKMirs a week. thing importaot is beinn done arhnt^

Mostj^um-wge work consists of pari- woiSfbe^hu^sleKk^f
even‘,elemarlSfn^%':2vJffifvS wi2°rSS

percent were over 40. Even thTbene/it^of J ^ sign of political



04/24/96 13:43 NO.695 P006

✓

Sapportlng the Efforts of Low Wage World itg Americans
Raising the Minimum Wage Is Not the An iwer

March 1996

It Is an election year, and the parties are once again arguing ove r the minimum wage. 
Demoaats are ri^t that government has a critical role to play in he! ping people work their 
way out of poverty, in raising living standards, and in reducing Int quality. Increasing the 
minimum wage, however, is the wrong strategy to promote these ;oals.

In 1989, the Progressive Policy Institute (PPI) demonstrated tha raising the minimum 
wage could be counterproductive, raising prices for poor people while helping mainly 
mi(^e class families. Instead, PPI and the DemoCTatic Leadership :!ouncil (DLO argued 
thagongress should reform the Earned Income Tax Credit (EITC; to ensure that people 
whftwork full-Hmc, year-round would be able to support their fam lies above the poverty 
linW In 1990, and again in 1993, Congress expanded the EITC along the lines proposed by 
PPI, and Congress should reject calls to retreat from this commitm mt.

At the same time, there are ways to expand opportunities for low wage workers to 
work their way up the income scale. The key is to cut the deficit whi le invesHng in broader 
prosperity. Congress should repeal up to $75 billion a year in x nproducHve industry 
spending and lax subsidies; the lion's share of these resources si ould be channeled to 
deficit reduction. The remainder could be dedicated to public invest! lents to expand access 
to higher education, through the National Service program and the school-to-work 
inidadve, and to skills enhancement through vouchers for retrainlr g.

These approaches offer sound, market-based assistance for lov ■ income workers. By 
contrast, raising the minimum wage would be, at best, a blunt inst ument.

► The vast majority of minimum wage workers are in families that i lo not need public wage 
supports because their incomes are well above the poverty level, ^ost minimum wage 
workers are not the sole support of low income families, but secondary workers in 
moderate or middle income families, or primary workers in families with other 
significant sources of income. Seventy ;>ercent of minimum wage workers are in 
families well above the poverty level, and nearly 40 percen are in families with 
incomes in the top half of the income distribution.

► More than 75 percent of all poor Americans are ineligible for the minimum wage, and so 
would not benefit from an increase. They don't qualify because tl ey (1) don't work (the 
elderly poor as well as the welfare pc»r), (2) earn more than i n increased minimum 
wage (but work only part-time or part of the year), (3) work for themselves, or (4)

tf covered by the minimum wage law.
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► Thi costs cf an increase in the minimum wage would be borne dk oroportionatelv bv lower
income families. In the short run, a higher minimum wage lalses costs and prices
transferring resources from consumers to minimum wage w irkers. There wp

Income Camilles who would benefit signfleantiy, but the

► A higher minimum wage dees not protect jobs. Some have ireued that a hleher
mm.mum wage coM protect jobs, because the higher wag. would give firm an
mcen^e to figure out how to use their minimum wage worTc „ more®pr^uSJelv
n effad, these an Jysts argue that higher wages yieU high, r producKS

than the reverse. There Is no reliable empirical evidence to s .pport thb vteJ!

► In the end. raising the minimum wage would be self-defecting. Fin, s initially respond to
an increase in the minimum wage in the same way they resp. .nd to any inoease in
fixed costs affecting all compeHng firms: They will inbrpor ,te the c^t iSir
prices. This will tend to reduce jobs over a longer tenn, as higher prices reducedemand for the industr/s gtods and services Rating the nri, infum w»?Jl a^
mean that no firms will hire additional workers whose vilue to the firm f-”«between the old minimum wage and the new one, Soln «*y c^l a™ !n‘e1
minimum wage can reduce job creation for low skilled people

For fhese reasons, t^ Demoeratle leadership Co^eil and Progre isive Potieu InsUtute
support otl^ wags of foa, wcome aiorke«.Be ETC-lonVi upported^ m md
expanded by Pres^ent CUn^ in 1993-is a much fetter way of ton ,Hng benefits to tow
income working Americansjor more information on the EITC sec a
Progr^iveV'iM ^ the Minimum Wage and the Earned Income Tax Credi (June 1989) and^rin
rimencan Worbng Wage; Ending Pooerly in Working Families (February W) bo* bv R^tew
J. Shapiro. We aUo support the use of vouche« for job trSg^ti mplaa^c^l^n

S5ir:r.sisj;;r{

Working Po. (June 19, ,995) by M. k“o“:nd“Ly:;''H^;

MW fta w''f ' P'™« Publications Dep. atment at l-BOO-SW-
Wtp//w^.dYwko^/"' « Vi lit our Web site at
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"THE MINIMUM WAGE FOR FAMILIES ACT"

LEGISLATIVE DESCRIPTION AND SUNHARY

This proposal will fundamentally redesign the EITC, and rename it 
the "Working Families Support Credit".

RATIOMALg

It has become difficult in recent years to support s family on a 
minimum-wage salary. There is agreement among both Republicans 
and Democrats that we need to provide assistance to the "working 
poor", but there is significant disagreement on the best way to 
accomplish this goal.

The administration has proposed an increase in the minimum wage 
as the solution to this problem. While such an increase would 
provide some relief to the working poor, it would al3o have much 
more far reaching effects, including placing large eronomic 
constraints on the private sector, a loss of entry-1jvel 
positions, and an inflationary ripple effect on wages. A minimum 
wage increase would also affect those persons who arguably are 
not in need of this assistance, such as teenagers working during 
their summer vacation.

Our proposal would accomplish ths goal of providing issiscance to 
those who are truly in need -- working families -- w;,ile at the 
same time avoiding the additional problems associate. 1 with a 
minimum wage increase.

BACKGROrom

The Earned income Tax Credit (EITC), which was creatt d in 1974 
provides a refundable tax credit to lower-income wor) ing families 
™!i currently to some adult childless v orkers. The
EITC has expanded greatly since its creation as a re«ult of both 
Cong^aeeionni and Presidential initiatives, Includinc efforts by 
the Reagan, Bush and Clinton administrations.
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RgCIPIgMT3

Under current law, there are an estimated 18.2 million tax units
eligible for EITC. 12.7 million of these tax units are families
with children, of whom roughly 5.3 million have one child and 7.4
million have two or more children. The remaining 5.5 million
eligible tax units are childless workers ages 25 thxough 64.

PROPOSAL

This EITC reform proposal, which builds upon the reforms in the
Republican Balanced Budget Act of 1995, will redesign and reform
Che current EITC program in an effort to return the program to
its original purpose of serving low-income working families. The
proposal will address the following:

* Convert large annual "lump sum" EITC payments into
equal monthly payments so as to more practically
supplement family income

* Deny credit to undocumented workers

* Eliminate credit for childless adults

* Increase the support credit for parents

* Rename Earned Income Tax Credit the "Working Families
Support Credit"

With the savings generated from these reforms, we wi .1
significantly increase the amount of credit recipien :s of the
Working Families Support Credit would receive.

If you believe that those people who are in need of wage
assistance are America's working families, as oppose*I to
teenagers employer during their summer vacation, ple.ise join us
in support of The Minimum Wage Increase for Families Act,

If you would like to cosponsor this legislation or i;’ you have
additional questions, please contact Chuck Seyfarth with
Representative Hutchinson at 5-4301.



04/24/96 13:43 NO.695 P004

There Are 153,900 Stories 

in W&consin's Restaurcnts.
Here's a Great One.

Wisconsin's 

Success Stories
Cheri Dohse

Cousins SuDmdrincs

I >»ihM »•! iht* m»
»vllo Wi.J k m Wl*>* (MIMU Ii

>frlh.in I'li/Nkii

A*- .1 -Ju* -.l.iiU'il i\iii kiii^; t«*r i iXiNiiiN

Siihin.irmi^ I It r f.innlv n< • *UnI ilu-

lUoiu-v .uia K iwu u iv.iiilJ iimU- ii»r j imc

Y I'-lv

Mill ( 111'II •*•]!«• 41*111(111'I .1111*1*11 *iUf|;c. .iinl llu ii
luT Ml* li.iv'l .ii'ri(V\1. * I aNiiil )',*'*U>; *4)

tvi-ll.ii**/' i Im'II "hill I Ill'll (I* *viuL ii mil «vilh

f^lul 1 '.tiisiiv, ^11. k wilii ( lii ri

I ti'«l rh* v t;**l lu r tni*» .1 rn.iisi;;* In*-nl ir.iinni|; 
|>ny.r.im. .iiul I.iUt lln'y |uiil l.*r Iut tiiili.**) -Jh*

*il.tiI

l.uljV, • l»*T| I I-..»I Ji-.lrii I •^i|*.-n l•-•^ |.*f i ihi-.iiin

.iiiii nil.lilt'. I liT iit-^i .ir*' l*»
• iivn,«i ■*ni-.iiv. Ir.iiK hi--- .m.l t.* rmi-,|| (i.t . i*iKy,'

Wli* n '.ii*' in.iii.y.-*! h* r .n>'ii < i*iisi|i^ n‘*.i.Mir,)iii. < ti.-fi 
\vi*rk. tviiii .1 |i>i «i) ir«*iil'|i'.l ir.*in
hri*k.-ii li.iiti.-^ I*-* .hiy i|i* in, ^*ihi.*iim*

• i.iiir* iiiii; i|i« III

I h«- i lu-i I ii U'li hi hsu li tl».*rii is tit** li*v.(.u slii*
liMtIli-il .1 |«lli ili l|»s V*MI • limh IlIj'jM'f />||.| «4»« I' VUI 
sl.iii • liinltiii^*. ili**r«-'% ita* l•'lhll}; l».m' hii'li t .*ii ..m j;n

i luTi 1 -.liiry l‘..■Klr.l•»r*illVlrY ih nuiiv wjv'*

hill ii'-' |>miv ivph .*1 III .\in«Ti* j • K«-M.uir.*ni'* In i.«* t. 
in«*M- lli.iii nl 'i. «•} ni.nKiy,«-r'..iikl mviN is U i;.mi in
4-mry I*a * k IhmuIv |*«h>

I 1 r
'ft?!.

.■:sas
.v'-V"

Wisconsin's Restaurants.
Good Jobs. Great People. Extraordinary Opport unity.

This m«sj«gc is proudly oroughi lo you by ihe Wisconsin Restiurani Association 
to c«l«br*tc ili« success stories in Americas foodseivice industry.



Robert J. Samuelson
in
U3

n

if!
vr
rvj
\
Q

Minimum Wage: Stale Symbolism
Th^ dcbtal^ OVA the minimum «naa i» __ »»»•The de^le over the mininiuin wage is an 

exercise in stale oyinbolmn. The proposed in­
crease—from the 14.25 an hour to $5.15—
would not dn mtH-h tn Koln .ww..
even hurt them. As such, the minimum wag^ts 

about social policy than politics. Roughly 
three-quarters of Americans think raising it is 
the decent thing to do. So opponents are easily 
stigmatiaed as cruel In an election year, the is a 
sunple way for Democrat (who generally favor 
>0 to embarrass Republicans (who don't).

If you^ubl that, ponder some facte gathered 
by New York Times reporter David Rooenbaura. 
With computers. Rosenbaiira had the offidaJ 
presidential papers—including presidential 
speeches, slatemeate and press conferences- 
searched to find the number of times Clinton 
advocated a higher minimum wage in 1993 and 
1994, when Democrats conUoUed Congress. 
The answer; rero. In 1995 and 1996, with 
Republicans controlling Congress, Clinton 
plugged a higher minimum 47 limes (through 
March 11).

Public aymjiathy for a higher minimum rests 
on two false beliefs. The first is that there's a 
permanent group of workers always stuck at the 
nuwum. It foUows, then, that if the minimum 
isn’t raised, their buying power constantly 
erodes to uiOation. By this theory, we should find 
some fixed, irreducible share of workers (say, 5 
peroeni) at the minimum.

Wen, we don’t. Even at the bottooi of the 
wa^ scale, inflation and compctitioA for worfcera 
gradually raise pay raiea Between 1981 and 
early 1990, the ininimum wage remained at 
$3.35. What happened? In 1981 there were 7.8 
million workers at the mmimum, or nearly 8 

of *00 million workers. 1^ 1989. only 
3.2 million workers received the miniimiin, about 
3 percent of the 117 millioo workers. If Ibe 
mmimum had stayed at $3.35, almost no one 
would receive it now. In 1995 3.7 million work­
ers were at the $4.25 minimum. 3 percent of the 
125 million workers.

The second myth is that many minimum-wage 
workers are family heads, fn one press release, 
the Labw Depaitmeot says that 40 percent of 
minimum-wage workers *are the sole bread win-

poverty and hardship for children. Not so. With *2!"-
Bwiiement. me Labor U^nit- Credit, this family’s inoome tftiaTnniTr -JI!

dmn. Obviously, some single parento earned the imluS^
ii^um wage. One study puts their number at unskilled workers outabout 3 percent of oiiiiimim^ge workeraT ecorwmic research

One fiuliiliar argument for a h^erminimuni ^
IS that a full-time worker at the n^iun shollhi teShh StidLd^J!^ ^ been
have enough income to escape poverty For economists believesii^. this is no problem. So J^e wo^tog 40 ™ i *be •n^«n> could
hours a week at $4.25 an hour eams $8,840 a aff^ed ..***?*"<
year, which is above the poverty line of $7 900 miahr wwth, a $5.15 imnimijinfor singles. But the Labor ^pSnmnt SmpWns Sf ^ ^OO.OOO
that a full-time worker with three dependents econo-esn’t reach the poverty line of $15,600 Nemnarh of Michigan State Univer-

w Changes in the minimum don’t affect most

between $4.25 and $5.15 an h«5.) * S can

mmrnmMost mmimum-vrage work consists of part- would be a huge step’^ckiwd ^ '
ne, noiKareer mbs in fast (n»l w___ _ 'cptwcHivara.
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Supporting the Efforts of Low Wage Work! ng Americans

Raising the Minimum Wage Is Not the An fwer
March 1996

It Is an election year, and the parties are once again arguing ovi r the mlnlmuin wage. 
Demooab are ri^t that government has a critical role to play in hel ping people work their 

way out of poverty, in raising living standards, and in reducing ini quality. Increasing the 
minimum wage, however, is the wrong strategy to promote these joals.

In 1989, the Progressive Policy Institute (PPI) demonstrated lha raising the minimum 
wage could be counterproductive, raising prices for poor people while helping mainly 
mi<^e class families. Instead, PPI and the Demoaatic Leadership Zoundl (DLO argued 
tha^ongress should reform the Earned Income Tax Credit (EITC; to ensure that people 
whfiL work full-time, year-round would be able to support their fam lies above the poverty 
linw In 1990, and again in 1993, Congress expanded the EITC along the lines proposed by 
PPT and Congress should reject calls to retreat from this commitm *nt.

At the same time, there are ways to expand opportunities for* low wage workers to 
work thdr way up the income scale. The key is to cut the deficit whi le investing in broader 
prosperity. Congress should repeal up to $75 billion a year in t nproductive industry 
spending and tax subsidies; the lion's share of these resources sf ould be channeled to 
defldt reduction. The remainder could be dedicated to public investi tents to expand access 
to higher education, through the National Service program and the school-to-work 
initiadve, and to skills enhancement through vouchers for retrainlr g.

These approaches offer sound, market-based assistance for lov ■ income workers. By 
contrast, raising the minimum wage would be, at best, a blunt inst ument.

► The vast majority of minimum ivage workers are in families that < lo not need public wage 
supports because their incomes are well above the poverty level, ^ost minimum wage 
workers are not the sole support of low income families, but secondary workers in 
moderate or middle income families, or primary workers i it families with other 
significant sources of income. Seventy percent of minimum wage workers are in 
families well above the poverty level, and nearly 40 percen arc in families with 
incomes in the top half of the income distribution.

► More than 75 percent of all poor Americans are ineligible for the Tfim'mum wage, and so 
would not benefit from an increase. They don't qualify because tl ey (1) don't work (the 
elderly poor as well as the welfare poor), (2) earn more than £ n increased minimum 
wage (but work only part-time or part of the year), (3) work for themselves, or (4)

„ work in jobs not covered by the minimum wage law.
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► Vit easts (fn ineresse m the minimum mg, muU he bom rfi freponhnaldu tv haa

we^m In low Inc^ fymjUa who would benefit® Ign flcaniij['^bu, uf.”™

wth“S!T™“rn-P
► A hlgber minimum mg, doc not prolct jobs. Some have trgued that a hleher

nnini^nii^n ___ >t_ . ■ « • o

than the reverse. ITtere is no reliable empirical evidence if s .pport ?hte vL'

► In the end, raising the minimum wage would be self-defeating. Fin, ^ inihally respond to
an increaM in the minimum wage in the same way they rcsp md to any increase in
fixed coste a/feclmg all competing firms: They will inJorpor ,te the^H^hfehir
prices. This will tend to reduce jobs over a longer term, as hieher oriMs roHnt-t,
demand for the industry's goods and services. Raising the ityi Imfjm wage will also
mean ««t "O Anna will hire addidonal workers whoseluue to the®fin^ fa^

Progr^ii«J/i^ of the Mmimum IVa^e and the Earned Income Tax Credi Oune 1989), and An
Ar^tcan mrhng Wage: Ending Poverty in Working Families (February m), both by Robert
J. Shapiro. We also support the use of vouchers for job trainine t( reo ace th/rurrpnt

Ss,x="te ^.5“ ,?4:
S x,T3S^'rixrrrs;s SCS9“fv^brk,■n* Peer (June 19,1995) by M. Je^l^dandtyr^^Hc^;

omy'h'n Z ’’“blications Dep .rtmenl at l-800-54fi.
SttpV/wwdT^p®' “ or vhit our Web site at
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"THE MINIMUM WAGE FOR FAMILIES ACT"

LEGISLATIVE DESCRIPTION AND SUMMARY

This proposal will fundamentally redesign the EITC, and rename it
the "Working Families Support Credit".

RATIOMALg

It has become difficult in recent years to support a family on a
minimum-wage salary. There is agreement among both Republicans
and Democrats that we need to provide assistance to the "working

I but there is significant disagreement on the best way to
accomplish this goal.

The administration has proposed an increase in the minimum wage
as the solution to this problem. While such an incrjase would
provide some relief to the working poor, it would also have much
more far reaching effects, including placing large e:onomic
constraints on the private sector, a loss of entry-1jvel
positions, and an inflationary ripple effect on wages. A minimum
wage increase would also affect those persons who arguably are
not in need of this assistance, such as teenagers working during
their summer vacation.

Our proposal would accomplish the goal of providing issistance to
those who are truly in need -- working families -- w:iile at the
same time avoiding the additional problems associate.I with a
minimum wage increase.

BACKGROUMP

The Earned income Tax Credit (EITC), which was creat< d in 1974
provides a refundable tax credit to lower-income wor) ing families
With children and currently to some adult childless vorkers. The
EITC has expanded greatly since its creation as a re«ult of both
congraeaionoi and Presidenclai initlacivea, Includinc efforts by
the Reagan, Bush and Clinton administrations.
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gaCIPIBHTS

Under current law, there are an estimated 18.2 million tax unite
eligible for EITC. 12.7 million of these tax units are families
with children, of whom roughly 5.3 million have one child and 7.4
million have two or more children. The remaining 5.5 million
eligible tax units are childless workers ages 25 thiough 64.

PROPOSAL

This EITC reform proposal, which builds upon the reforms in the
Republican Balanced Budget Act of 1995, will redesign and reform
the current EITC program in an effort to return the program to
its original purpose of serving low-income working families. The
proposal will address the following:

* Convert large annual "lump sum" EITC payments into
equal monthly payments so as to more practically
supplement family income

* Deny credit to undocumented workers

* Eliminate credit for childless adults

* Increase the support credit for parents

* Rename Earned Income Tax Credit the "Working Families
Support Credit"

With the savings generated from these reforms, we wi .1
significantly increase the amount of credit recipien ;s of the
Working Families Support Credit would receive.

If you believe that those people who are in need of wage
assistance are America's working families, as opposed to
teenagers employer during their summer vacation, please join us
in support of The Minimum Wage Increase for Families Act.

If you would like to cosponsor this legislation or i;' you have
additional questions, please contact Chuck Seyfarth with 
Representative Hutchinson at 5-4301.
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The debate over the nuniniuin wage is an 
exercise in stale syroboasin. The procrased in- 
cre^—from the f4.25 an hw to $5.15— 
would not ffn miirh t#i Kafe» PMAw r*
even hurt them. As such, the oiininium wag^ia 
Ip about social policy than politics. Roughly 
three-quarters of Americans think raising it is 
the decent thing to do. So opponents are easily 
stigmatiaed as cruel. In an election year, thb is a 
^ple way for Democrats (who generaUy favor 
*t) to embarrass Republicans (who don't).

If you^ubl that, ponder some facts gathered 
^ New York Tunes reporter David Rosenbaum. 
With coiT^iers. Rosenbaum had the officiaJ 
presidential papers—including presidential 
speeches, statements and press conferences— 
spxhed to find the number of times Clintoo 
advocated a higher minimum wage in 1993 and 
1^, when DemocraU controlled C^gress. 
The answer; zero. In 1995 and 1996

%e: Stale Symboli
low wages colShii??o™i£iStml”j^^ Tate*ih?T3bS *7
popty and hardship for children. Notso. wSf lUS

• V/wuj, ns Bunemem, me Labor Depart- c'*---*;* ■*—f • ---------------•—Credit this lamity's income ($14,766) is" nm
01^5 imroent below the poverty line. The

woie. oeoes common sense. In 1995 only 28 fo^ stm^i^ iC: -wr cnanges mperoeut of minimum-wage workers were mar rntyim* ™ the ElTC, raise (he family’s

abwt 3 percent of minimum-wage workers. economic research
.7*? argument for a higher miiumum miS^SS^ iStlTlS* ^

«(hat a fuU-time worker at (he miiiimuro should harshl^^ii^^La research haa been
have enough income to escape poverty For ?o^* ^ ‘ *«l*eve
su^, this is no problem. Som^rwoHdng 40 era* «i»e «n^um could
hours a week at tA ____*!?* Wtween one percent and 2 percent of

__________________ _ HLuumum snoum h ^ research haa been
have enough income to escape poverty For ‘ t«l»evesu^, this is no problem. Som^rwoHdng 40 era* «i»e «n^um could
hours a week at $4.25 an hour earns $8,840 a S^ed .I!* “f ^

jhajd. hi«»„ s
Public ^jiathy for a higher minimum rests **» Labor Department's All Mar# ■ n,-... .on two false beliela. The first is that there’s a ™P*« '* hardly typical. Consider cm?f £«>noniists

permanent group of workers always stuck at the ■Changes in the nunimum don't affect most in *^hange£
mi^iim. It foUows. then, that if the minimum because about 60 percent don't have ®' ®*®*'*" ■**“ «« rising
isn^rais^ Iheir buying power constantly «<ly about 10 percent have year-round thctojna rt?^!*** ‘?*”*®* mainly affect
erodes to uiflalion. By this theory, we should find ft*U-lime jobn. ve year round. changes. At
some filed, reducible share of workers (say. 5 • Among miiumum-wsge workers in 199S ahnut aSSr ^ ™«ht
percent) at the minimum. three-quarters didn’t work an h™«7. The real deceptioo is that some-

WeB, w <^’t. Even at the bortam of the Most (55 percent) were wi^kSli ““ **“1 is
WSj^.inflaUon and oompetilionfor workers less than 35 hours a wedu m»e'shared

***’' "**«• Between 1981 and part-limeiB was identical amonn lW ^in7 believe the
*1« maumum wage remained at between $4.25 and $5.15 an h«5.)*^ * rV sovemmenl can
$3.35. What happened.* In 1981 (here were 7.8 ■ Most minimimi-wage workers aren't ooor In ^>1-udieo moat people advance
fniUioii workers at the mmimum, or nrarty 8 1990 hist befofe ih» f^ioft «rtms ^ through ibeir own efforts and skills. U peoDle^rcent <d too nullion worters. I^^g^y Jj! wirS
3.2 million workers received the minimum, about the poverty fine. esS^ 2^**^*“? uicreasea in the nunimum. Even
3 percent ol the 117 million worker It .ho R..rktX.,..o; economists who support the nrew..

SsisS fISiS:worheis arefamiJy heads. In one press release, by young, single Sten jeptaymg ancient (and irrelevant) debates
the Labor Departo^ says that 40 percent ol 1995 two-thir^of them were under SO^anT" 9n ^ fa^g present problems. These rituab are 
minimum-wage workers are the sole bread win- percent were over 40. Eve7 th^ben^/it^of^S ‘bshonest. They are a sign o( political
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Supporting the Efforts of Low Wage Work! ng Americans
Raising tht Minimum Vfage Is Not the An twer

March 1996

It Is an election yw, and the parties arc once again arguing ovi r the minimum wage. 
Demoaaa are ri^t that government has a critical role to play in hel ping people work their 

way out of poverty, in raising living standards, and In reducing im quality. Increasing the 
minimum wage, however, is the wrong strategy to promote these joals.

In 1989, the Progressive Ptolicy Institute (PPD demonstrated tha raising the minimum 
wage could be counterproductive, raising prices for poor people while helping mainly 
mi(^e class families. Instead, PPI and the Democratic Leadership Zoundl (DLO argued 
tha^ongress should reform the Earned Income Tax Credit (EITC; to ensure that people 

work full-time, yearround would be able to support their fam lies above the poverty 
lihW In 1990, and again in 1993, Congress expanded the EITC along the lines proposed by 
PPT and Congress should reject calls to retreat from this commitm mt.

At the same time, there are ways to expand opportunities fon low wage workers to 
work their way up the income scale. The key is to cut the deficit whi le investing in broader 
prosperity. Congress should repeal up to $75 billion a year in t nproductive industry 
spending and lax subsidies; the lion’s share of these resources si ould be channeled to 
defldt redudion. The remainder could be dedicated to public invest! tents to expand access 
to higher education, through the National Service program and the school>to*work 
initiadve, and to skills enhancement through vouchers for retrainir g.

These approaches offer sound, market-based assistance for lov ■ income workers. By 
contrast, raising the minimum wage would be, at best, a blunt inst ument.

► The vast majority of minimum wage workers are in families that i lo not need public tvage 
supports because their incomes are well above the poverty level vfost minimum wage 
workers are not the sole support of low income families, but secondary workers in 
moderate or middle income families, or primary workers i n families with other 
significant sources of income. Seventy percent of minimum wage workers are in 
families well above the poverty level, and nearly 40 percen are in families with 
incomes in the top half of the income distribution.

► More than 75 percent of all poor Americans are ineligible for the Ttinimum wage, and so 
would not benefit from an increase. They don't qualify because tl ey (1) don’t work (the 
elderly poor as well as the welfare poor), (2) earn more than 2 n increased minimum 
wage (but work only part-time or part of the year), (3) work for themselves, or (4)

u i covered by the minimum wage law.
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Vit easts <(tn iitcrase in the minimum aegt would be borne da oroportionelelv ba iowa
income familia. In the short run, a higher minimum wage jalses costa aiul oric«

which is predominately non*poor.

► A higher minimum wage does not protect jobs. Some have irgued that a higher
minimum wage could protect jobs, because the higher wag, would give firaj an
mcenHve to figure out how to use their minimum wage work es more produSJefv
In eff^, these an^ysls argue tot higher wages yield highi r producfivity, rathi
ton the reverse. There is no reliable empirical evidence to s ipport this view.

► In the end. rawing the minimum wage wouid be self-defeating. Rm is initially respond to
an increaM in the minimum wage In the same way they respi md to any increase infixed COSB affecting al compeMng firms: They will incorpor.le the c^t in h^er
prices. This will tend to reduce Jobs over a longer term, « higher prices rXa
demand for the industry s g^s and services. Raising the rtoi imum wage will also
mMn that no firms wll hire additional workers whose vilue to the firm falls
between the old minimum wage and the new one. So In many cases, a hi tor
minimum wage can reduce job creation for low skilled peopU

For these reasons, to Democreffc Uadership Co^cU and Progre :sive Policy Institute
support other waps of hd^ low income uiori:ers.pe EITC-Iom . upported^ PPI and
expanded by President Clin to In 1993-is a much fetter way of tfrj *Hng beneto to tow
income working American^POr more informaHon on the EITC, see Wort and Poeerlv A
Progr^we Vim of the Minimum Wage and the Earned income Tax Credi (June 1989), and An
American Worbng Wage: Ending Powriy in Working Families (February 990), both by Robert
J. Shapiro We aUo suppor the use of vouchers for job training t< replace the current
system of rnore than ISO federal training programs-and other c ranges to empower
workers-rather ton burden business with addiHonal rules and regiUttons.

n, not.perfect, but many recent criHcisms of it a e either exaggerated
or plainly incorrect. In their quest to attain a balanced budget, n any Republfcans in
Congress have recently been very critical of the EITC program and lareeled it for
Significant reductwns. This has occurred even though the program wa« started by President
Ford and received its largest expansion under President Reaian. For; nore informaHon on
why recent cnHclsms are off the mark, see GOP Cuts in the EITC: Raising Taxes on the
Working Poor Oune 19,1995) by M. Jeff Hamond and Lyn A. Hogan. * "

a'' publications, please contact our Publications Dep .rtment at l-SOO-SdiS.
25^V/ww.d“=fg/"' " Vi lit our Web site at

-2-
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"THE MINIMUM WAGE FOR

h

LEGISLATIVE DESCRIPTION AND SUMMARY

This proposal will fundamentally redesign the EITC, and rename it 
the "Working Families Support Credit".

RATIOMALg

It has become difficult in recent years to support s family on a 
minimum-wage salary. There is agreement among both Republicans 
and Democrats that we need to provide assistance to the "working 
poor", but there is significant disagreement on the best way to 
accomplish this goal.

The administration has proposed an increase in the minimum wage 
as the solution to this problem. While such an incriase would 
provide some relief to the working poor, it would also have much 
more far reaching effects, including placing large e:onomic 
constraints on the private sector, a lose of entry-1jvel 
positions, and an inflationary ripple effect on wages. A minimum 
wage increase would also affect those persons who arguably are 
not in need of this assistance, such as teenagers working during 
their summer vacation.

Our proposal would accomplish the goal of providing issistance to 
those who are truly in need -- working families -- wiiile at the 
same time avoiding the additional problems associated with a 
minimum wage increase.

BACKGROroiD

The Earned income Tax Credit (EITC), which was creat<d in 1974, 
provides a refundable tax credit to lower-income wor) ing families 
with children and currently to some adult childless vorkers. The 
EITC has expanded greatly since its creation as a result of both 
Congresaic.no 1 and Presidencial initiatives, Includinc efforts by 
the Reagan, Bush and Clinton administrations.
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RBCIPIgNTS

Under current law, there are an eetimated 18.2 million tax units
eligible for EITC. 12.7 million of these tax units are families
with children, of whom roughly 5.3 million have one child and 7.4
million have two or more children. The remaining 5.5 million
eligible tax units are childless workers ages 25 thxough 64.

PROPOSAL

This EITC reform proposal, which builds upon the reforms in the
Republican Balanced Budget Act of 1995, will redesign and reform
the current EITC program in an effort to return the program to
its original purpose of serving low-income working families. The
proposal will address the following:

* Convert large annual "lump sum" EITC payments into
equal monthly payments so as to more practically
supplement family income

* Deny credit to undocumented workers

* Eliminate credit for childless adults

* Increase the support credit for parents

* Rename Earned Income Tax Credit the "Working Families
Support Credit"

With the savings generated from these reforms, we wi .1
significantly increase the amount of credit recipien :s of the
Working Families Support Credit would receive.

If you believe that those people who are in need of wage
assistance are America's working families, as oppose'I to
teenagers employer during their summer vacation, please join us
in support of The Minimum Wage Increase for Families Act.

If you would like to cosponsor this legislation or i;' you have
additional questions, please contact Chuck Seyfarth ^'ith
Representative Hutchinson at 5-4301.
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Minimum Wage: Stale Symbolism
The dehate over the mimmiMn __ .The dehate over the minimum wage is an 

exercise in stale symbolism. The proposed in­
crease—from the $4.25 an hour to $5.15—
Wtnild not ftn miH-k tn Kafn tk. !• _.--K.
even hurt them. As such, the oiinimum wagT^is 
less about social policy than politics. Roughly 
three-quarters ol Americans thinh raising it is 
the decent thing to do. So opponents are easily 
stigmatized as cruel In an election year, this is a 
simple way for Democrats (who generaUy favor 
•I) to embarrass Rcpublicaiu (who don’t).

If you doubt that, ponder sonw facts gathered 
by New York Times reporter David Rosenbaum. 
With convuters. Rosenbaum had the offidaJ 
presidential papers—including presidential 
speeches, siatemenu and press conferences— 
searched to find the number of times Clinton 
advocated a higher minimum wage in 1993 and 
1994, when Democrats conUoUed Congress. 
The answer; zero. In 1995 and 1996, with 
Repubticans controlling Congress. Clinton 
plugged a higher minimum 47 limes (through 
March 11).

Public symjiathy for a higher minimum rests 
on two false beliefs. The first is that there’s a 
permanent group of workers always stuck at the 
miniroum. (t foUows, then, that if the minimum 
isn’t raised, their btiying power constantly 
erodes to inflation. By this the^, we should find 
some fixed, irreducible share of workera (say, 5 
percent) at the minimum.

Wet), we don’t. Even at the bottora of tfie 
wa^ scale, inflation and competition for workers 
gradually raise pay ralea Between 1981 and 
early 1990, the minimum wage remain^ at 
$3.35. What happened? In 1981 there were 7,8 
million workers at the minimum, or nearly 8 
percent of 100 million workers. By 1989. only 
3.2 milbon workers received the minimum, about 
3 percent ol the 117 million workers, [f the 
mmimum had stayed at $3.35, almost no one 
would receive it now. In 1995 3.7 million work­
ers were at the $4.25 minimum, 3 percent of the 
125 million workers.

The second myth is that many minimum-wage 
workers are family heads, (n one press release, 
the Labw Department says that 40 percent ol 
minimum-wage workers *are the sole bread win-

K;^»dl«rtaK,lo,cl,ildSL N«r^ " l!"-
.w .,9 BMtemeni, uie Laoor Depart- Credit, this family’s income tils TnArlTmrat ^t» amgle people living by ihemse^ only 5 percSTbifo^X JovlIi^L ^

as faini^ heads—a defuiition that, though defen- hi^ cn££!m mge woukT^« 
sible, *fies common sense. In 1995 only 28 foodslSSTSSThe eTtc ’r^

drem Obviously, some single parents earned the Higher wagea. if irtificiallyminimum wage". One st«dy“^ut^S2?iS*r^ some unskilled workers out
about 3 percent of minimum-wage workers. ecooomm research

One familiar argument for a higher minimum mum cause iob 
u that a fuU-time worker at the minimum should harOilv research has been
have enough income to eacane mvertv Fnr aifidred, and most economists believe
ar^, this is no problem. So workiiig^dO eras/'SLlSn'*J^*n?t^ the m^um could
hours a week at $4.25 an hour earns $8M0 a .? “f ^
year, which is above the poverty line of 17 oon )ob^ By Uus oMth, a $5.15 minimum

that a fuD-lime worker with three deoendeniH workers, estimaies econo-
can’l reach the poverty Uik of $15,600. Neumark of Michigan Sute Univer-

example is hardly * caiTl'iIJrffcr a« suspect. Economists

• Among minimt^ge workers in 1995. about sufSr ah^. nfr^ £cJ5SS’is*lSt

BSKirJK.-ar-'^ :S52“£“=—s

mmmmMoot tiiinimum-wmge work consists of part- would be a huge step backward ^ 

pen*, oeeeTISISrbe  ̂A" -tal»»=sl. Tte, «ee ei,„
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Supporting the Efforts of Low Wage Work! ng Americans

Raising the Minimum Wage Is Not the An twer
March 1996

It b an election year, and the parties are once again arguing ovi r the minimum wage. 
Demooatt are li^t that government has a oritical role to play in hel ping people work 

way out of poverty, in raising living standards, and In reducing Iru quality. Increasing the 
minimum wage, however, b the wrong strategy to promote these ;oab.

In 1989, the Progressive Policy Institute (PPD demonstrated tha raising the minimum 
wage could be counterproductive, raising prices for poor people while helping mainly 
mic^e class families. Instead, PPI and the Demoaatic Leadership Zoundl (DLQ argued 
thagongress should reform the Earned Income Tax Credit (EITC; to ensure that people 
wbflLwork full-time, year-round would be able to support their fam lies above the poverty 

In 1990, and again in 1993, Congress expanded the EITC along the lines proposed by 
PPI; and Congress should reject calls to retreat from this commitm ?nt.

At the same time, there are ways to expand opportunities for* low wage workers to 
work their way up the income scale. The key is to cut the defidt whi le investing in broader 
prosperity. Congress should repeal up to $75 billion a year in i nproductive Industry 
spending and tax subsidies; the lion's share of these resources si' ould be channeled to 
defidt redudion. The remainder could be dedicated to public invest! tents to expand access 
to higher education, through the National Service program and the school-to-work 
initiative, and to skills enhancement through vouchers for retrainlr

These approaches offer sound, market-based assistance for lov ■ income workers. By 
contrast, raising the minimum wage would be, at best, a blunt inst ument

^ The vast majority of minimum wage workers are in families that > b not need public wage 
supports because their incomes are well above the poverty level, vfost minimum wage 
workers are not the sole support of low income families, but secondary workers in 
moderate or middle income families, or primary workers i n families with other 
significant sources of income. Seventy percent of minimum wage workers are in 
families well above the poverty level, and nearly 40 percen are in families with 
incomes in the top half of the income distribution.

UMCS'W \f

► More than 75 percent of all poor Americans are ineligible for the minimum wage, and so 
would not benefit from an increase. They don't qualify because ti ey (1) don't work (the 
elderly poor as well as the welfare poor), (2) earn more than £ n inaeased minimum 
wage (but work only part-time or part of the year), (3) work for themselves, or (4)

tt ,DC. covered by the minimum wage law.



04/24/96 13:43 NO.695 P007

Ui costs of an increase in the minimum wage would be borne dii proportionately by lower
income families. In the short run, a higher minimum wage i aises costs and prices,
transferring resources from consumers to minimum wage w vkers. There arc some
workers In low income families who would benefit sign ficantly, but the vast
majority of poor families would have to pay higher prices. Tl erefore, Inaeasine the
minimum wage would produce a regressive transfer, makii g most poor people a
liWe worse off in order to Improve the lives, at least for a dm t, of a group o^ple
which is predominately non-poor. * ^

► A higher minimum wage does not protect jobs. Some have irgued that a higher
minimum wage cou\d protect jobs, because the higher wagt would give firms an
incentive to figure out how to use their minimum wage work irs more productively
n eff^, these an^ysts argue that higher wages yield highi r productivity, rathi

than the reverse. There is no reliable empirical evidence to s ipport this view.

► In the end, raising the minimum wage would be self-defeating. Firr a initially respond to
an increase >n the minimum wage in the same way they rcspi md to any inaease in
fixed coste affecting all competing firms: They will incorpor ite the cost in higher
prices. This will tend to reduce jobs over a longer term, as higher prices reduce
demand for the industry’s goods and services. Raising the imi imum wage will also
mean that no firms will hire additional workers whose v< lue to the firm falls
between the old minlrnum wage and the new one. So In nany cases, a higher
minimum wage can reduce job creation for low skilled people ’

For r«5ow, OCTiocrahc UttJtrship Qmcil »nd Progn «i». Policy lostitut,
support other ways of helping low income EITC-Iong ■ upported b» PPI and
expanded by President CHntoi In 1993-is a much fetler way of tar, etiSg benefits to low
income working AmericanrjFbr more information on the EITC, sec IVorJfc and Poverty A
Progressive View of the Minimum Wage and the Earned Income Tax Credi Hune 1989) and An
Xiwican Worlang Wage; Ending Pooerly in Working Fomilies (Februaiy 990), both by Robert
J. Shapiro. We also support the use of vouchers for job training t( replace the current
system of more than 150 federal training programs—and other c Ganges to empower
workers—rather than burden business with additional rules and reg ilaiions.

Tbe Eire program is not perfect, but many recent criticisms of it a e either exaggerated
or plainly incorrect. In their quest to attain a balanced budget, n any Republicans in
Congress have recent^ been very critical of the EITC program and targeted it for
significant reductions. This has occurred even though the program was started by President
Ford and received its largest expansion under President Reagan. For: nore information on
why recent criticisms are off the mark, see GOP Cuts in the EITC: Raising Taxes on the
Working Poor Oune 19, 1995) by M. Jeff Hamond and Lyn A. Hogan.

of thesc publications, please contact our Publications Dep irtment at 1-800-546-
0027 On the Washington, EX metro area call, 202-544-6172), or viiit our Web site at
http://www.dlcppi.org/.
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"THE MINIMUM WAGE FOR FAMILIES ACT"

LEGISLATIVE DESCRIPTION A2TO SUMMARY

This proposal will fundamentally redesion the Pirr
the "Working Families Support Credit- '

RATTO^aT.g

rrs- ;s“f a:‘3 SK-f'
their summer vacationteenagers working during

°h«rwhrare'T^?y\Tneed'”’ Providing ..aiatanc. c=

r.‘“

BACKGRomm

The Earned income Tax Creditprovides a refundable S creiffri', "
With children and currently to L wor) ing families
EITC has expanded areltlv LnL T workers. The
Congraaelonoi and Presidential inlt1^ re*ult of both
Che geagan. Bush and CUn":rid:i^i“?“no;s'“'“"^’''
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SaCIPIENTS

Under current law, there are an estimated 18.2 million tax units
eligible for EITC. 12.7 million of these tax units are families
with children, of whom roughly 5.3 million have one child and 7 4
million have two or more children. The remaining 5.5 million
eligible tax units are childless workers ages 25 thiough 64.

PROPOSAL

This EITC reform proposal , which builds upon the ref arms in the
Republican Balanced Budget Act of 1995, will redesign and reform
the current EITC program in an effort to return the program to
Its original purpose of serving low-income working families. The
proposal will address the following:

* Convert large annual "lump sum" EITC payments into
equal monthly payments so as to more practically
supplement family income

* Deny credit to undocumented workers

* Eliminate credit for childless adults

* Increase the support credit for parents

Rename Earned Income Tax Credit the "Working Families
Support Credit"

With the savings generated from these reforms, we wi.1
significantly increase the amount of credit recipien :s of the
Working Families Support Credit would receive.

If you believe that those people who are in need of wage
assistance are America's working families, as oppose.I to

cosponsor this legislation or i.- you haveadditional <pieetions, please contact Chuck Seyfarth i-ith
Representative Hutchinson at 5-4301.
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Minimum Wage: Stale Symbolis
The detwie over the minimum wage is an 

exercise in stale aymboiism. The promsed in- 
cre^—from the $4.25 an hour to $5.15—
would nnl dn mtirh to Kofo tk* r» _
wen hurt them. As such, the oiiiiinium wag^ia 
1^ about social policy than politics. Roughly 
three-quarters of Americans think raising it is 
the decent thing to do. So opponents are easily 
stigmatized as crueL In an election year, thb is a 
simple way lor Democrats (who generally favor 
•I) to embarrass Republicans (who don’t).

If you ^ublthat. ponder some facta gathered
by New York Time* reporter David Rosenbaum. 
With con^lers. Rosenbaum had (he offidiJ 
presidential papers—including presidential 
speeches, slatementa and press conferences- 
searched to find the number of times Clinton 
advocated a higher minimum wage in 1993 and 
1994, when Democrata conUoUed Congress, 
pe answer: zero. In 1995 and 1996, with 
Repubbcans controUing Congress. Chnlon 
jpl^ug^ a higher minimum 47 limes (through 
March 11).

Public syiryuthy for a higher minimum rests 
on two false beliefs. The first is that there’s a 
permanent group of worhera always stuck at the 
minimum. It foUows, then, that if the miolmum 
isn’t raised, their buying power constantly 
erodes to inflatioiu By this the^. we should find 
some fixed, irreducible share of workers (say, 5 
percent) at the minimum.

WeO, we don’t. Even at the hottoai of the 
wa^ Sj^. inflation and oompctilion for worhera 
gradually raise pay rateo Between 1981 and 
early 1990, the minimiuii wage remained at 
$3.35. What happened? in 1981 there were 7.8 
million workers at the minimum, or nearly 8 
percent of 100 million workers. By 1989, only 
3.2 million workers received (he minimum, about 
3 percent of the 117 million workers. If (be 
mirumum had stayed at $3.35, almost no one 
would receive it now. In 1995 3.7 million wwk- 
ers were at the |4.25 minimum, 3 percent of the 
125 million workers.

The second myth is that many minimurn'Wage 
workers are family heads. In one press release, 
the Labor Department aays that 40 percent of 
minimum-wage workers “are the sole bread win-

low wages col3tiii??o™iSStSi“j^^ T^J^thlfKK DeiSrtrS^t'*7 *^***”^' 
Poland hardship for children. Nolso. vSfSS ^2^'

a>««.r «» BiaiemoK, me Labor Uepait- Credit, this familv’s iiuYnno —ment counts single people living by thems^ onlv 5 <*14,766) o now

about 3 percent of minimum-wage workers. ®c«x»nic research
One familiar argument for a hfaher mimmum increases to the mini-is (hat a fuU-time worker at the miiimim^3J haI3^rtlidii*t’nf'‘ *««»

have enough income to escape poverty For —* ®“>n«»msls believeangles, this is no problem. SoiJ^e woSng 40 «uld
hours a ^k at $4.25 an hour earns $^Q a ^ ^
year, which is above (he poverty line of $7 900 __V ^ math, a $5.15 muiirnum
for singles. But the Ubor rompiaSs ^
that a full-time worker withflu^ depend^ Sfai ««ono-
can’l reach the poverty line of $15,600. Neumark of Michigan State Univei-
exampleishar^rSScSlciSd^n*^***''^'* ««Pect. Economists

sS.5=i:SE53

by young, suigte. oft«ImkwlS:fa« i^^etevanl) debates
1995 two-thirds of them were under 30- anto on fa^g present problems. These rituab are
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Snppoitlng fhc Efforts of Low Wage World ag Americans

Raising the Minimum Wage U Not the An twer
March 1996

It Is an election year, and the parties are once again arguing ova r the minimum wags. 
Democrab are right that government has a critical role to play in he! ping people work their 
way out of poverty, in raising living standards, and In reducing int quality. Increasing the 
minimum wage, however, is the wrong strategy to promote these ;oab.

In 1989, the Progressive Policy Institute (PPD demonstrated tha raising the minimum 
wage could ^ counterproductive, raising prices for poor people while helping mainly 
rnid^e class families. Instead, PPI and the Demoaatic Leadership Zound\ (DLO argued 
tha^ongress should reform the Earned Income Tax Credit (EITC; to ensure that praple 
wha work full-time, year-round would be able to support their fam lies above the poverty 
Uny In 1990, and again in 1993, Congress expanded the EITC alone the lines proposed by
PPI; and Congress should reject calls to retreat from this commitm mt.

At the same time, there are ways to expand opportunities for low wage workc.-s to 
work thdr way up the income scale. The key is to cut the deficit whi le investing in broader 
pros^nty. Congress should repeal up to $75 billion a year in \ nproductive industry 
spending and tax subsidies; the lion's share of these resources si ould be channeled to 
defidt reduction. The remainder could be dedicated to public invest! tents to expand access 
to higher education, through the National Service program ani the school-to-work 
initiative, and to skills enhancement through vouchers for retrainlr 5.

These approaches offer sound, market-based assistance for lov ■ income workers. By 
contrast, raising the minimum wage would be, at best, a blunt inst ument.

► The vast majority of mim'mum u»ge workers ere in families that t fo not need public wage 
supports because their incomes are well above the poverty level, vfost minimum wage 
workers are not the sole support of low income families, but secondary workers in 
moderate or middle income families, or primary workers i n families with other 
significant sources of income. Seventy percent of minimum wage workers are in 
families well above the poverty level, and nearly 40 percen are in families with 
incomes in the top half of the income distribution.

► More than 75 percent of all poor Americans are ineligible for the minimum wage, and so 
would not benefit from an increase. They don’t qualify because t> ey (1) don't work (the 
elderly poor as well as the welfare poor), (2) cam more than e n inaeased minimum

use, V/ or part of the year), (3) work for themselves, or (4)
u, covered by the minimum wage law.
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► The costs cfan increase in the minimum wage would be borne dit proporttonately by lower

minimum wage would produce a regressive transfer, makli e most rv«r Sofil !

“is:
► A higher minimum mge ices net protect jobs. Some have irgued that a hleher

minimum wage eoM protect jobs, because the higher wag. would give fimu an
T *° “ V '"8' «“* « more produXly

In eff^, these an^ysls argue tot higher wages yield high, r produ<^vitv rather
than the reverse. There is no reliable empirical evidence to s ipport this view.

► In the end, raising the minimum wage would be self-defeoling. Fim «iniHaily respond to

mean tot no Hrms will hire addidonai workers whose tilue to the firm fafe
between the old minimum wage and the new one. So In nany cases, a hi tor
minimum wage can reduce job creation for low skilled peopU

For tte« reneon,, tiu Democratic Uadership Co^eit and Progre <eiue Policu Institute
support other mays c/»riping foio income uiorkera.He EITC-lo^ upported^ PW and

Ar^icnn Worting Wage: Ending Pooerip in Working Families (February K^b/^^b^^
J. Shapiro. We also support the use of vouchers for job training tc replace the current
system of more than 150 federal training programs-and other c -langes to empower
workers-rather than burden business with addirional rules and reg ilations. ^

TJie Eire program is not perfect, but many recent criticisms of it a e either exaeeerated
or plainly incorrect. In their quest to attain a balanced budget, n any Repubhfans in
Congress have recently been very critical of the EITC program and targeted i^for

hy PresidentFord and received its largest expansion under President Reagan. For: nore Information on 
why recent cnticisms are off the mark, see GOP Cuts in the EfTC: Raising Taxes on the
Working Poor Oune 19, 1995) by M. Jeff Hamond and Lyn A. Hogan. ^

Puhlica^ns, please contact our Publications Dep irtment at 1-800.546-
2??pv/w!^.d“.fg/"' “ Vi,it our Web site a.

-2-
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"THE MINIMUM WAGE FOR FAMILIES ACT"

LEGISLATIVE DESCRIPTION AND SUMMARY

This proposal will fundamentally redesign the EITC, and rename it 
the "Working Families Support Credit".

RATIOMALB

It has become difficult in recent years to support a family on a 
minimum-wage salary. There is agreement among both Republicans 
and Democrats that we need to provide assistance to the "working 
poor", but there is significant disagreement on the oest way to 
accomplish this goal.

The administration has proposed an increase in the minimum wage 
as the solution to this problem. While such an incriase would 
provide some relief to the working poor, it would also have much 
more far reaching effects, including placing large e:onomic 
constraints on the private sector, a loss of entry-1jvel 
positions, and an inflationary ripple effect on wages. A minimum 
wage increase would also affect those persons who ar juably are
not in need of this assistance, such as teenagers working durinq 
their summer vacation.

Our proposal would accomplish the goal of providing issistance to 
those who are truly in need -- working families -- wiiile at the 
same time avoiding the additional problems associate«l with a 
minimum wage increase.

BACKGROUND

The Earned Income Tax Credit (EITC), which was creat<d in 1974, 
provides a refundable tax credit to lower-income worJing families 

children and currently to some adult childless workers. The 
EITC has expanded greatly since its creation as a result of both 
Cor.g^eeaior.»i and Presidenciai initiatives, includinc efforts by 
the Reagan, Bush and Clinton administrations.
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Under current law, there are an estimated 18.2 million tax units
eligible for EITC. 12.7 million of these tax units are families
with children, of whom roughly 5.3 million have one child and 7.4
million have two or more children. The remaining 5.5 million
eligible tax units are childless workers ages 25 thxough 64.

PROPOSALi

This EITC reform proposal, which builds upon the reforms in the
Republican Balanced Budget Act of 1995, will redesign and reform
the current EITC program in an effort to return the program to
its original purpose of serving low-income working families. The
proposal will address the following:

* Convert large annual "lump sum" EITC payments into
equal monthly payments so as to more practically
supplement family income

* Deny credit to undocumented workers

* Eliminate credit for childless adults

* Increase the support credit for parents

* Rename Earned Income Tax Credit the "Working Families
Support Credit"

the savings generated from these reforms, we wi .1
significantly increase the amount of credit recipien :s of the
Working Families Support Credit would receive.

If you believe that those people who are in need of wage
assistance are America's working families, as opposeil to
teenagers employer during their summer vacation, ple.ise join us
in support of The Minimum Wage Increase for Families Act.

If you would like to cosponsor this legislation or i;' you have
additional questions, please contact Chuck Seyfarth ^-ith
Representative Hutchinson at 5-4301.
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Good Jobs. Great People. Extraordinary Opport unity.

♦
Thit meijsgc is provR^ly brought to you by the Wisconsin Restaurim Associetion 

to celtbt.te the success stones in Americ.'s foodservice induiiry.
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Minimum Wage: Stale Symboli
Tbp itpKaf^ nViOV flu ______ •- ^The de^le over the minimum wage is an 

exercise in stale eyrobolism. The proposed in- 
cre^—from the $4.25 an hour to $5.15—
WOllM flAl itn murk tr* KoFn ilu
even hurt them. As such, the mininium wag^is 

about sociat policy than politics. Roughly 
three-quarters of Americans think raising it is 
the decent thing to do. So opponents are easily 
stigiutued as cruel. In an election year, thb is a 
^ple way for Democrats (who generally favor 
•t) to embarrass Republicans (who don’t).

If you^ubUhat. ponder some facU gathered 
^ New York Times reporter David Rosenbaum. 
With coirqulers, Rosenbaum had the oflicuj 
presidential papers—including prcsideotiai 
speeches, statements and press couferenoes— 
s^hed to find the number of times Clinton 
advocated a higher minimum wage in 1993 and 
1^, when Democrats conUolled Congress, 
pe ^wer: lero. In 1995 and 1996, with 
RepuWcans controlling Congress. Ctinlon 
plug^ a higher minimum 47 limes (through 
March 11).

Public symjuthy for a higher minimum rests 
on two false beliefs. The first is that there's a 
permanent group of workers always stuck at the 
mi^um. (I foUows. then, that if the mmimum 
iso I raised, their buying power constantly 
erode^o mflaiion. By this theory, we should find 
some fixed, irreducible share of workers (say. 5 
percent) at the minimum.

WcO, we don’t. Even at the hottooi of the 
way inflation and compctilion for workers 
gradually raise pay raiesi. Between 1981 and 

*1^’ minimum wage remained at 
$3.35. What happened? In 1981 there were 7.8 
fniuion workers at the mtnumiiin, or oearfy 8 

wofkera. By 1989. only 
3.2 million workers received the minimum, about 
3 percent of the 117 miUioo workers. If the 
mirumum had stayed at $3.35, almost do one 
would receive if now. In 1995 3.7 million work- 

oiinimum. 3 percent of the
125 million workers.

The second myth is that many minimum-vrage 
workers are family heads, fn one press release, 
the Labor Department says that 40 percent of 
minimum-wage workers “are the sole bread win-

low wages SSStliir?n™i£S!u!t“iSi? TiK^iiTSSI enggented.
poverty and hardship for children. Not so. IIS ^

as family heads—a deftUtioiitlut Aouri^^ JS!- The

about 3 percent of minimimMvage^rkw economic research
One familiar argument for a higher minimum

is that a fuU-time worker at the ininimum shoi^ haisWv^rttidt5*^Ji“‘ has been
have enough income to escape poverty For V?**** P®®* economists believe

hours a^h at $4.25 an hour earns $8,840 a “f ^ l**®*"< «<
year, which is above the poverty line of $7 900 miahr lusth, a $5.15 mininiuinBut the Labor ^pSiS; SaiJS; ^ ^OO.OOO
that a fuU-lime worker with three depend!^ ISSlf ^ «»^*"«<es econo-
can’l reach the poverty line of $15,600. Si?* Neumaric of Michigan Sutc Univef-
exJJSkrjar^irSjScSuiiS^ ca^fJSSt Eewcniists

Burkhauser of Syracuse Universitv Atmut tmn. !*• support the present proposal

M«» wck a»»a, o( »n. “’*« >*•

by young, single, often mtiftllf rim workprc'1^ ii?^ 'eplaymg ancient (and irrelevant) debates 
1995 two-thirds of them were under 30* onlw ?n fa^g present problems. These rituab arePerrent were overT SS? Sf benefit'; “-honest. They are a sign c( poliliuj



04/24/96 13:43 NO.695 P006

✓

Sapportlng the Efforts of Low Wage Wotkl sg Americans
Raising the Minimum Wage Is Not the An nuer

March 1996

It Is an election year, and the parties are once again arguing ovi r the minimum wage. 
Demooab are ri^t that government has a critical role to play in he! ping people %vork their 
way out of poverty, in raising living standards, and in reducing int quality. Increasing the 
minimum wage, however, is the wrong strategy to promote these ;oals.

In 1989, the Progressive Policy Institute (PPD demonstrated lha raising the minimum 
wage could be counterproductive, raising prices for poor people while helping mainly 
mi(^e class families. Instead, PPI and the Democratic Leadership Council (DLO argued 
thagongress should reform the Earned Income Tax Credit (EITC; to ensure that people 
wjgi work full-time, year-round would be able to support their fam lies above the poverty 
lln^ In 1990, and again in 1993, Congress expanded the EITC along the lines proposed by 
PPI, and Congress should reject calls to retreat from this commitm mt.

At the same time, there are ways to expand opportunities for low wage workers to 
work thdr way up the income scale. The key is to cut the deficit whi le investing In broader 
prosperity. Congress should repeal up to $75 billion a year in x nproduclive industry 
spending and tax subsidies; the lion's share of these resources si ould be channeled to 
defldt reduction. The remainder could be dedicated to public invest! tents to expand access 
to higher education, through the National Service program an d the school-to-work 
initiadve, and to skills enhancement through vouchers for retrainlr g.

These approaches offer sound, market-based assistance for lov ■ income workers. By 
contrast, raising the minimum wage would be, at best, a blunt insl ument.

► The vast fnajority of minimum wage workers are in families that t to not need public wage 
supports because their incomes are well above the poverty level, viost minimum wage 
workers are not the sole support of low income families, but secondary workers in 
moderate or middle income families, or primary workers i ^ families with other 
significant sources of income. Seventy percent of minimum wage workers are in 
families well above the poverty level, and nearly 40 percen are in families with 
incomes in the top half of the income distribution.

► More than 75 percent of all poor Americans are ineligible for the minimum wage, and so 
would not benefit from an increase. They don't qualify because t1 ey (1) don’t work (the 
elderly poor as well as the welfare poor), (2) cam more than 8 n increased minimum 
wage (but work only part-time or part of the year), (3) work for themselves, or (4)

covered by the minimum wage law.

. ' •
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majority of poor families would have »n nav ^sign flcantly, but the vast

which is predominately non-poor

^ 1“^ "? r“' «>»' ‘ Wgh«

man .he .v.«, ,a nTrella^erp.ri’^rv.K'T

► In the end. reUing the minimum wage would be self-d^ealing. Fini s iniBally respond to
an increase in the minimum wage in the same wav thev re«n. .n/< ^ ^fixed COSU affecting all competfng firms: They willt^”'^ 

prices. This will tend to reduce Jobs over a loneer term >« i,i«i,..!r_? "I™ 
demand for the indushy's goods and services. RaSng Ki ta®um ^wl7l “to
mean that no firms will hire addirional workers whose v ine r ?»benveen the old minimum wage and the n“w Sie 1 ”y“cat
minimum wage can reduce job creation for low skilled peopU

I, iMi.n oA I. ITO-I,. f”
income working American^r more information on the EITC S
Prcgreseiveji^ of the Miniif Wage and the Earned Income Z^’t^Z^An
African IVorhng Wage: Ending Poverty in Working Families (Februarv hiih hv
J. Shapiro. We also support the use of vouchers for iob traininPl/ t Robert
system of more than 1» federal trainiT„^/ms^„H "u * " ">*
worhers-rather Uian burden business Jh? aKna^^^ret anS reg S,'“

or p'J^^'^n^^^n meir^^i ^Wantlfrdel*' “ *
Congress have recently been very critical of the EITC orofram" K«puWicans in

WerWng Poor Oune 19,1995) by M. Jeff Hamond and Lyn A Ho^'. * “

0027lin me '■‘'blicaiions Dep .rtment at 1-800.546-
h??p7/w:I:.dY^^r«fgT our Web^.e «
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"THE MINIMUM WAGE FOR FAMILIES ACT"

LEGISLATIVE DESCRIPTION AND SUMMARY

This proposal will fundamentally redesign the EITC, and rename it 
the "Working Families Support Credit",

ratiowalr

It has become difficult in recent years to support a family on a 
and salary. There is agreement among both Republicans
noon? provide assistance to the "working

disag..e™.„c on che oe.t way oo"

The adminiacracion has proposed an increase in the minimum wage

moL ip wuld al w have much
contra effects, including placing large eronomic
constraints on the private sector, a loss of entry-lsvel
positions, and an inflationary ripple effect on wagej. A minimum

''ho erpiably are
Ph»i, assistance, such as teenagers working duringtheir summer vacation. ^

eccomplish the goal of providing assistance to
samrMm -- working families -- w.iile at the
same time avoiding the additional problems associate.I with a 
minimum wage increase.

BACkGRorom

The Earned Income Tax credit (EITC), which was creat. d in 1974
wUhlhuL^fanf^' P« inwer-income wor) ing fallues
EW currently to some adult childless >orkers. The
EITC has expanded greatly since its creation as a reeult of horh 
c,„g„..i,„.i Sresidenciai initlativea, includin efforts bS 
the Reagan, Bush and Clinton administrations.
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Under current law, there are an estimated 18.2 million tax units
eligible for EITC. 12.7 million of these tax units are families
with children, of whom roughly 5.3 million have one child and 7.4
million have two or more children. The remaining 5.5 million
eligible tax units are childless workers ages 25 through 64.

PROPOSAL

This EITC reform proposal, which builds upon the reforms in the
Republican Balanced Budget Act of 1995, will redesign and reform
the current EITC program in an effort to return the program to
its original purpose of serving low-income working families. The
proposal will address the following:

* Convert large annual "lump sum" EITC payments into
equal monthly payments so as to more practically
supplement family income

* Deny credit to undocumented workers

* Eliminate credit for childless adults

* Increase the support credit for parents

* Rename Earned Income Tax Credit the "Working Families
Support Credit"

With the savings generated from these reforms, we wi .1
significantly increase the amount of credit recipien :s of the
Working Families Support Credit would receive.

If you believe that those people who are in need of 'rage
assistance are America's working families, as opposed to
teenagers employer during their summer vacation, ple.ise join us
in support of The Minimum Wage Increase for Families Act,

If you would like to cosponsor this legislation or i;' you have
additional queetions, please contact Chuck Seyfarch ^-ith
Representative Hutchinson at 5-4301.
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Wisconsin's Restaurants.
Good Jobs. Great People. Extraordinary Opport unity.

Thij message is proudly broughi loyou by the Wisconsin Resiauram Associaiion 
<0 caiabtala the success stories in Arperica's Foodservice Industry.
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The debate over the miniinuin wage is an 
exercise in stale symbolism. The profmsed in­
crease—from the $4.25 an hour to $5.15—
would not ifn mnrii tr% KoVn i» .i.h.

: Stale Symbolisr
oers of their family.” The impticaijoa is that their 
low wages constitute an important soum of 
poverty and hardship for chiMrem Not so.

A .... : —-----------• iM
.......... ----------- --- —V ciuwren. JVOtSO. With fond .t.mn. p._:r r:' ~

^ h^ them. As such, the ouHzmum wage*^is ^ (»14.7w"»' n<^;

tim decent thing to do. So opponen Uare'Ulily 2^of“*• ^8 foSdsUmp. 25 rte* ErT?^’r2i%htffi;?
sttgmataed as cruel In an election year, thb is a workers were mar- inoome 2 percent above the ^rtv
^Ple way lor Democrats (who generally lavor ®“™“* t»»^ller s^ had a Jb ^
•t) to embarrass Republicans (who don't! **? earners. Others i have chiJ- Tiwm’a tk. —.j. u ™ _

If you doubt that, ponder some tjirts aatheied Obviously, some single parents earned the induced nu» ^
by New York Timei ^portefSJSStaJm *^r **»*• ^
With computers. Rosenbaum had tS^ottdai workers. qu«lLJ!^uJr^25^
presidential papers-including presidential i. «niuraertf for a higher minuaum 5um cause ^ Iom. But iW^ch S* 22‘*
speeches, statemeau and press couferenoes- “ * fuU-time worker at the minimum should harshiv * . research has beensearched to find the number of times Clinton “come to escape poverty. For SStwiv ej^orosts believe
advocated a higher minimum wage in 1993^ ??**“• I* "® P«»kl«n. Someone wo^g 40 mat the omumumcould
1994. when DemocraU conl«S«l hours a wwk at $4.25 an hour earns $8,840 a JSSed SSVir^iK ^

I^lk ^^thy for a higher minimum rests he, but the Labor Department's
on two false bebels. The first is that there's s example is hardly typical. Considen Economists
---------------------------------- ■ « the m^«m don't idfect most

tsiM rajs^ their buying power constantly and only about 10 percent have year-round the tin^a “^ect
erode^o^lioiL By this theory, we should find h^ time jobs. .,. Ranges. At most, the poor
some fixed, urcducible share of worhere (say. 5 • Among minimum-wage workers in 1995 ahnut siXr Tk *^’i j * *’**’' “twhl
percent) al the minimum. th^^^iuarters didn’t TOrtW hSirra '2eS? S/iSSS'

WeB. w <^'l. Even al the bottom of the Moat (55 percent) were pJt-iim^ toTk^i aU that is
TOgesj^. inflation and competition for workers less than 35 hours a weSI mie'sKe J .k
S?f“SnTfk *«» •?•“' »9»l and fwrt-limefs was identical anmng tW ^ «**
early 1990. Ike mmunum ,™,i—i between $4.25 and $5.15 an hom ) * Thqr wdl thmk that govemmeot can

woikers aren't poor. In throuSTSS

V \T^ ’ v^^o «up«i iA«u|wuiwn iDr woncera gradually raise pay rates. Between 19g| and

$3.35. What happened? In 1981 there were 7,8 • Moot miaimuni-wage workers aren't nwr !■■ ihr»i2fn!!? fi*l. sdien most people advance
niiUion workers at the mimmum, or nearly 8 1990 just before the tasi innr ^ through their own efforts and akilk if people^rcent of 100 million workera. By 1989, ^y quarte!2!lnme »hey will want higgeffiSd
3.2 million worlmrs received the minimum, about the poverty line. esfiZte Tcal^^kTRirS^ ^ ^ niinimum. Even
3 percent of the 117 millioo workers. If the Burhhauser of SyracS^lSveSTv aLS Proposal
m.mmum had stayed at $3,35. almost no one thirds had incoi^ M leasTKiiS wX Xf„?.k ^

*>Y yo“»«. "ingte. StenSS^kM replaying ancient (and irrelevant) debates
Ohe Ubor Depaitn^ uys that 40 percent of 1995 tw^thirSof iSn wreiSkr ^ *f;™g present problems. These rituab are
munmum-wage workers ‘are the sole bread win- percent were over^^eT Sf£enefits of 2
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Supporting the Efforts of Low Wage Work! ng Americana
Raising the Minimum Wage Is Not the An nver

March 1996

It Is an election year, and the parties are once again arguing ovi r the minimum wags.
Demoaats are ri^t that government has a oriticai role to play in hel ping people work their
way out of poverty, in raising living standards, and in reducing in< quality. Increasing the
minimum wage, however, is the wrong strategy to promote these ;oals.

In 1989, the Progressive Policy Institute (PPD demonstrated tha raising the minimum
wage could be counterproductive, raising prices for poor people while helping mainly
mic^e class families. Instead, PPI and the Demoaatic Leadership Council (DLO argued
thagongress should reform the Earned Income Tax Credit (EITC; to ensure that people
wha work full-time, year>round would be able to support their fam lies above the poverty
UneJ In 1990, and again in 1993, Congress expanded the EITC along the lines proposed by
PPT and Congress should reject calls to retreat from this commitm mt.

At the same time, there are ways to expand opportunities for low wage workers to
work thdr way up the income scale. The key is to cut the deficit whi le investing In broader
prosperity. Congress should repeal up to $75 billion a year in t nproducllve industry
spending and tax subsidies; the lion's share of these resources si ould be channeled to
deficit reduction. The remainder could be dedicated to public invest! tents to expand access
to higher education, through the National Service program and the school-to-work
inidadve, and to skills enhancement through vouchers for retrainir g.

These approaches offer sound, market-based assistance for lov ■ income workers. By
contrast, raising the minimum wage would be, at best, a blunt inst ument.

> The vast majority of minimum wage workers are in families that t b not need public wage
supports because their incomes are well above the poverty level, ^ost minimum wage
workers are not the sole support of low income families, but secondary workers in
moderate or middle income families, or primary workers i n families with other
significant sources of income. Seventy percent of minimum wage workers are in
families well above the poverty level, and nearly 40 percen are in families with
incomes in the top half of the income distribution.

► More than 75 percent of all poor Americans are ineligible for the Ttinimum wage, and so
would not benefit from an increase. They don't qualify because tl ey (1) don't work (the
elderly poor as well as the welfare poor), (2) earn more than i n inaeased minimum
wage (but work only part-time or part of the year), (3) work for themselves, or (4)

X in jobs not covered by the minimum wage law.
fj\'
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► TJk oxfs t(tn \naau m Ihe minimum mge would h torn dii mporliontlelu bu towa
mcomtfamrna. In the short run, a higher minimum wage lalsee costs and prices
translecring resources from consumers to minimum wag? w irkers lliere ca™worker, tn low Inc^ famllto who would benefit Vl^

► A highi, minimum rmgo does not protect jobs. Some have .rgued that a higher
mintmum wage could proteci jobs, because the higher wage wuld give fimJ an
mcen^e to figure out how to use their minimum wage work ,n. more pr^uXlv
n eff^, these an^ysts argue that higher wages yield high, r product rate

than the reverse. n.ere Is no reliable empirical evidence to s ip^rtthl, vtew

► tn the end. raising the minimum wage would be ulf-defeoling. Fim s initially respond to
an .ncreare in the minimum wage in the same way they resp. .nd to any inmase in
fixed cmis affecting all conyeting firms: They will incorpor ite the cost in higher
prices. Tills will tend to reduce Jobs over a loneer term as hiohpp nrij-uis.demand for the industry's goods and services. Racing the'mii infum wage will a1^
mean ‘h« no firms will hire additional workers whoselilue to the®fiml fam
between the old minimum wage and the new one. So In i sany cases, a hite
minimum wage can rafucc job creation for low skilled people ' ' *

For there reason, the Demrmntic Uadership Co^eil and Progre sive Policy Institute
support other mays o/hriping low income morhere.Be EITC-lo^ upported bv PH and
expanded by Prestoent Clintm In 1993-is a much fetter way of tin ete teefit, to te
income working AmericanTjFor more InformaHon on the EITC, see Work eTp^S.^^a
ProjrpmeV'iew o//he Mmimuoi Wage end the Earned Income Tax Credi Oune 1989), end An
Arrmwan Wmking Wage; Endmg Poverty in Working Families (February W), boX febw
J. Shapiro. We also support the use of vouchers tor job training t. reolare th7Jm»r.

‘'*'"‘"8 Pfogt»nis-and othe® ciianges to empower
workers-rather than burden business with additional rules and reg ilations. ^ ”

oowfto PuWi'fMfW. please contact our Publications Dep ,rtment at 1-800-546-
M?p7/w^.dT^"c?r Web Site at

-2-
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"THE MINIMUM WAGE FOR FAMILIES ACT"

LEGISLATIVE DESCRIPTION AND SUMMARY

This proposal will fundamentally redesign the EITC, and rename it 
the "Working Families Support Credit".

RATIOWALB

It has become difficult in recent years to support s family on a 
minimum-wage salary. There is agreement among both Republicans 
and Democrats that we need to provide assistance to the "working 
poor", but there is significant disagreement on the sest way to 
accomplish this goal.

The administration has proposed an increase in the minimum wage 
as the solution to this problem. While such an incrjase would 
provide some relief to the working poor, it would also have much 
more far reaching effects, including placing large eronomic 
constraints on the private sector, a loss of entry-1svel 
positions, and an inflationary ripple effect on wages. A minimum 
wage increase would also affect those persons who ar juably are 
not in need of this assistance, such as teenagers working during 
their summer vacation.

Our proposal would accomplish the goal of providing issistance to 
those who are truly in need -- working families -- wiiile at the 
same time avoiding the additional problems associate.I with a 
minimum wage increase.

BACKGROmm

The Earned income Tax Credit (EITC), which was creat«d in 1974, 
provides a refundable tax credit to lower-income wor) ing families 
with children and currently to some adult childless vorkers. The 
EITC has expanded greatly since its creation as a result of both 
con3^ee«ic.nai and Presidential initiatives, including efforts by 
the Reagan, Bush and Clinton administrations.
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Under current law. there are an estimated 18.2 million tax units
eligible for EITC. 12.7 million of these tax units are families
with children, of whom roughly 5.3 million have one child and 7.4
million have two or more children. The remaining 5.5 million
eligible tax units are childless workers ages 25 thxough 64.

PROPOSAL

This EITC reform proposal, which builds upon the reforms in the
Republican Balanced Budget Act of 1995, will redesign and reform
the current EITC program in an effort to return the program to
its original purpose of serving low-income working families. The
proposal will address the following:

* Convert large annual "lump sum" EITC payments into
equal monthly payments so as to more practically
supplement family income

* Deny credit to undocumented workers

* Eliminate credit for childless adults

* Increase the support credit for parents

* Rename Earned Income Tax Credit the "Working Families
Support Credit"

With the savings generated from these reforms, we wi .1
significantly increase the amount of credit recipien :s of the
Working Families Support Credit would receive.

If you believe that those people who are in need of wage
assistance are America's working families, as opposed to
teenagers employer during their summer vacation, please join us
in support of The Minimum Wage Increase for Families Act.

If you would like to cosponsor this legislation or i:' you have
additional questions, please contact Chuck Seyfarch with
Representative Hutchinson at 5-4301.
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There Are 153,900 Stories 

in V\feconsin's Restaurants.
Here's a Great One.
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Success Stories
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Cousins Submdrincs
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Wisconsin's Restaurants.
Good Jobs. Great People. Extraordinary Opport unity.

Thij message is proudly brought to you by the Wisconsin Resiauram Association 
to celebiale the success stories in America i foodseivice irtdusiry.
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Minimum Wage: Stale Symboli
The dehaie over the nunimum wage is an 

exercise in stale syinbolisin. The proposed in­
crease—from the 14.25 an hour to $5.15—
would ml fin murk »ei r» _
even hurt them. As such, the oiinimuni wage is 
1^ about social policy than politics. Roughly 
three-quarters of Americans think raising it is 
the decent thing to do. So opponents are easily 
stigmatized as cruel. In an election year, thb is a 
i^ple way lor Democrats (who generally (avor 
It) to embarrass Republicans (who don’t).

If you *ubMhat. ponder some facts gathered 
^ New York Tunes reporter David Rownhaura. 
With coiTvulers. Rosenbaum had the offidaJ 
presidential papers—including presidential 
speeches. stateTneots and press cooferenoes- 
searched to And the number of limes Clinton 
advocated a higher nunimum wage in 1993 and 
1994. when Democrats conUoUed Congress. 
The wwer: zero. In 1995 and 1996, with 
Republicans controlling Congress. Chnlon 
plugged a higher minimum 47 limes (through 
March 11).

Public sympathy (or a higher minimum rests 
on two false beliefs. The first is that there’s a 
permanent group of workers always stuck at the 
miniroum. (I foUows. then, that if the minimum 
isnt raised, their buying power constantly 
erodeo to inflation. By this tbe^. we should find 
some fixed, irreducible share of workers (say. 5 
percent) at the minunum.

WeB, we don’t. Even at the hottom of the 
wa^ sj^, inflation and oompctilion for workers 
gradually raise pay ralesi Between 1981 and 

“Hnimuni wage remained at 
13.35. What happened? In 1981 there were 7.8 
million workers at the mmimum. or nearly 8 
percent of 100 million workers. By 1989, only 
3.2 million workers received the minimum, about 
3 percent ol the 117 million workers. If the 
mifuraum had stayed at $3.35, almost no one 
would receive it now. In 1995 3.7 million work­
ers were at the $4.25 minimum, 3 percent of the 
125 million workers.

The second myth is that many minimum-wage 
workers are family heads, fn one press release, 
the Labor Depaitment says that 40 percent of 
mimmum-wage workers ‘are the sole bread win­

ners of their family.” ’The toti^lion is (hat their hipher minimMin h. low wages constitule so i^rtant souroe of iSto ihTuS! D«i2rtTS^r“7
Poland hardship for children. Notso. With iSS

abMt 3 percent of minimum-wage workers. ?**"**»
fi^ar argument for a higher minimum ratS^s?

IS that a full-time worker at the n^um should hars^^^rtliri«^^J^‘ has been
have enough income to escape poverty For ***** economists believethb is no problem. SoiJ^e woSbg 40 Si* could
hours a ^h at $4.25 an hour cams $8 840 a ?* ^
years which is above (he poverty line of $7 900 miDhr * I5-J5 imnimiunfminngles.ButtheLal»r^partrm«mpUins 2W,000
that a fuU-lime worker wilbtorM de^deota !^i w»rkers. estimates econo-
can’l reach the poverty line of $15,600. Neumark of Michigan Stole Univer-
exarople is hardly typfcSlcnm^r^'*^''^' * can^i^^ *I5r“*‘*f‘* Economists

mmmm
quarters cune from farailjes with incomes aimw* J; ****^* WfiSer (and

sr,K?Js;.^{ss,'t<sir
bv yo»W. siiwl,. SSJ”* i"' i"**”*) <l«b««
1995 two-thirds of (hem were under 30^oi^20 "“****
percent were over 40. Even the benefits rfs ^ ^ ^ <>i»olilKsl
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Supporting the Efforts of Low Wage Work! ng Americana

Raising the Minimum Wage Is Not the An rwer
March 1996

It b an election year, and the parties are once again arguing ovi r the minimum wage. 
Demoaats are ri£ht that government has a critical role to play in hel ping people work their 

way out of poverty, in raising living standards, and in reducing in< quality. Increasing the 
minimum wage, however, is the wrong strategy to promote these ;oals.

In 1989, the Progressive Policy Institute (PPD demonstrated tha raising the minimum 
wage could be counterproductive, raising prices for poor people while helping mainly 
mic^e class families. Instead, PPI and the Democratic Leadership Council (DLO argued 
thagongress should reform the Earned Income Tax Credit (EITC; to ensure that people 
who work full-time, year-round would be able to support their fam lies above the poverty 
lii^ In 1990, and again in 1993, Congress expanded the EITC along the lines proposed by 

PPL and Congress should reject calls to retreat from this commitm mt.

At the same time, there are ways to expand opportunities for low wage workers to 
work their way up the income scale. The key is to cut the deficit whi le investing in broader 
prosperity. Congress should repeal up to $75 billion a year In i nproductive Industry 
sp>ending and tax subsidies; the lion's share of these resources si ould be channeled to 
dcfldt reduction. The remainder could be dedicated to public invest! tents to expand access 
to higher education, through the National Service program and the school-to-work 
initiative, and to skills enhancement through vouchers for retrainlr g.

These approaches offer sound, market-based assistance for lov ■ income workers. By 
contrast, raising the minimum wage would be, at best, a blunt inst ument.

► The vast majority of minimum wage workers are in families that i to not need public wage 
supports because their incomes are well above the poverty level, ^ost minimum wage 
workers are not the sole support of low income families, but secondary workers in 
moderate or middle income families, or primary workers i n families with other 
significant sources of income. Seventy percent of minimum wage workers are in 
families well above the poverty level, and nearly 40 percen are in families with 
incomes in the top half of the income distribution.

► More than 75 percent of all poor Americans are ineligible for the Tiinimum wage, and so 
would not benefit from an increase. They don't qualify because ti ey (1) don’t work (the 
elderly poor as well as the welfare poor), (2) earn more than s n inaeased minimum 
wage (but work only part-time or part of the year), (3) work for themselves, or (4)

u covered by the minimum wage law.
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► The costs of an increase in the minimum would be borne dk proportionatelv bv lower

minimum wage would pijxiuce a regressive transfer, maki. g most powSe a
“ olTSpelSiSSt^ ninfpS;* ■*“' P««P ^

► A higha mmimiin uage dors not protect jobs. Some have irgued that a hleher
minimum wage coM protect jobs, because the higher wag, would give firro anincense to figure <>ut how to u» their minimum wage wofk s, more%u<5Jefy 

n efto, these an^ysts argue tot higher wages yield high, r productoty, rate
ton the reverse. There is no reliable empirical evidence to s ip^rt thte view.

► h the end, reising the mioimum woge would be self-defeolmg. Fim o iniHally respond to
an inaease in the minimum wage In the same way they resp md to any increase in
fixed co^ affectmg aU compeHng firms: They will incorpS ,te the c»t in h^r
prices. Tlus will tend to redure Jobs over a longer term, as higher prices reduce
demand for the industry s goods and services Raising the imi imum wage will also
mMn that no firms wll hire addirional workers whose Vilue to the firm falls
between the old minimum wage and the new one. So In nany cases, a hitor
minimum wage can reduce job creation for low skilled people

For these reason, the Democratic leadership Cyadl and Progre :sive Policy Institute
support other wags of hapmg low income worhersme EITC-lo^i upported by PPl and
expanded by President aintm in 1993-is a much felt., way of tfr, »Hng benefits to tew
income working Americans^r more information on the EITC, see Wort and Pooertu: A
Progr«sioe Vt^ of the Minimum Wage and the Earned Income Tax Credi fiune 1989) and AnAi^icen Wmting Wage: Ending Pooertg in Working Families (Februaoi W), both ^ Iteb^rt
J. Shapiro We also support the use of vouchers for job training t< replace the current
system of more |J»" ISO federal training programs—and other cianges to empower
workers—rather ton burden business with addiHonal rules and reg ilalions. ^

or program is not perfect, but many recent criricisms of it a e either exaggerated
or plainly incorrect. In toir quest to attain a balanced budget, nany Repubiteans in
Congress have recently been very critical of the EITC pr^ram and tareeted it for

whv ^nSclms For: nore infoLfion on
Why recent cnticisms are off the mark, see GOP Cuts in the EFTC: Raising Taxes on the
Working Poor Oune 19, 1995) by M. Jeff Hamond and Lyn A. Hogan. ^

‘Z tfr ““f Publications Dep ,rtment at 1-800-546-
J ^ metro area call, 202-544-6172), or viiii our Web site at

http://www.dlcppi.org/. ^
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