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Chapter 1 

Executive Summary 
 
 
  America has lost ground on the intent declared by Congress when the Fair 
Labor Standards Act was enacted in 1938, that workers will receive wages sufficient to 
maintain “the minimum standard of living necessary for health, efficiency, and general 
well-being.”  The federal minimum wage had the greatest value in 1968.  Set at $1.60 an 
hour, it had a value of $10.51 in 2012 dollars.  The current federal minimum wage of 
$7.25 is worth 31 percent less.  This wage attrition is part of most people’s every day 
experience: 

x Three-quarters of the full-time labor force residing in the City of Los Angeles earn 
less than comparable workers 30 years ago. 

x Wage erosion was greatest for workers in the bottom half of the wage scale.  From 
1979 to 2011, annual pay dropped 14 percent for workers in the 50th percentile – 
the median or typical worker, and 26 percent for workers in the 25th percentile – the 
working poor. 

x The average hourly wage for all workers residing in the City of Los Angeles in 2013 
is estimated to be $27.85, yielding estimated annual pay of $58,244 for the average 
wage and salary worker. 

x Forty-six percent of LA’s wage and salary workers are paid less than $15 an hour.  
This includes 41 percent of the 1,097,000 full-time employees and 54 percent of the 
665,000 part-time employees who live in the City of Los Angeles. 

 
Worker Impacts 

 The basic issue is whether workers should receive a share of the value they create 
through their work that is sufficiently large to support a basic standard of living.  There is 
reasonably certainty that increasing the minimum wage will produce five outcomes: 

1. Low-wage workers will be paid more and their standard of living will improve. 

2. More money will stay in Los Angeles rather than being paid to stockholders who 
live elsewhere. 

3. The low-wage workers who receive the pay increase are likely to spend all of the 
money – households with incomes in the $30,000 to $39,999 range spend 106 
percent of their pre-tax income.  In contrast, households with incomes of $70,000 
and higher, which include most stockholders, spend only 63 percent of their pre-tax 
income.  More spending and economic stimulus occurs when money is in the 
pockets of lower-income workers than when it is in the pockets of higher income 
stockholders. 
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A living wage is conservatively defined as $15 an hour, based on the criteria set in 
the Fair Labor Standards Act of a wage sufficient to support the “minimum standard of 
living necessary for health, efficiency, and general well-being.”  The Census Bureau defines 
full-time employment as 35 or more hours of work a week for 50 or more weeks a year.  
Thus, a full-time worker with a $15 per hour wage would be paid at least $26,250 a year. 

Full-time employment in 2013 with a wage of $15 an hour produces an income that 
is roughly twice the poverty threshold, depending of family size.  This is a minimal 
standard for “well-being” in a high-cost urban area like Los Angeles.   
 Los Angeles workers would receive $7.6 billion more a year in pay with a $15 
minimum wage.  The average full-time, low-wage worker, now working 2,150 hours a year 
and paid $9.55 an hour, would receive $11,729 more in annual pay.  The average part-
time, low-wage worker, now working 1,031 hours a year and paid $8.89 an hour, would 
receive $6,297 more in annual pay.  The wage increase would benefit 811,000 workers, 
454,000 of them full-time and 357,000 of them part-time. 
 
Industry Impacts 

The increased wages also benefit businesses in important ways: 

x Businesses will benefit from having more money spent in the local economy. 

x Businesses will benefit from having a higher-paid labor force that is more stably 
housed, reducing employee turnover and the associated costs for recruiting and 
training new employees.  It costs an estimated 30 percent of a worker’s annual 
salary to replace that worker, so reducing the frequency of worker turnover results 
in significant cost savings for employers. 

Most full-time, low-wage (less than $15 an hour) employees are working in retail 
and service industries that serve Los Angeles-area residents.  Only 22 percent of low-wage 
workers are employed by industries like manufacturing, wholesale trade or information 
(movies, internet and publishing) that send products outside of the Los Angeles region.  
Thus, four out of five low-wage workers are doing things that serve other Los Angeles 
residents, without receiving enough pay to live decently. 

Increasing the minimum wage to $15 an hour would increase the overall payroll for 
wage and salary employees by 10 percent.  The current payroll is $77.8 billion.  The 
increase would be an additional $7.6 billion.   

Increasing the minimum wage to $15 would require reallocating 4 percent of 
overall industry revenue currently being used for other purposes,  
 Increases in payroll costs would be greater in low-wage, labor-intensive industries.  
Restaurants, hotels and personal service establishments would need to reallocate 14 
percent of their revenue to raise employee wages.  The next highest impacts would be in 
the nonprofit social assistance sector and administrative support services such as janitorial 
and security services and temp agencies, where increased labor costs would be equivalent 
to 13 percent of revenue. High-wage industries such as professional and technical services, 
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information, finance, and utilities would have nominal impacts on the order of 1 percent of 
revenue. 
 
Economic Stimulus 

When workers’ households receive additional income, their increased spending 
stimulates growth in the local economy.  Their increased purchases of groceries, clothes, 
meals out, health care, car repair services, and rental housing stimulates added purchases 
in the local supply chain.  Jobs would be created in the same industries where workers 
would receive wage increases, including restaurants and retail stores.  The increased 
buying power of workers would make these industries direct beneficiaries of the higher 
wages they would be paying 

The increased spending translates into added sales for local businesses and their 
suppliers, as well as added jobs at those businesses and their suppliers, and increased tax 
revenue for local, state and federal government. 
 Looking just at the stimulus effects, the added income that workers would receive 
from a $15 minimum wage would generate an estimated $9.2 billion in annual sales in Los 
Angeles County, and these increased sales would in turn create an estimated 64,700 new 
jobs in the county to meet the increased demand for goods and services. 
 
Government and Social Service Benefits 

 Increased sales and employment would generate an estimated $1.3 billion in 
increased annual public revenue.  Social safety net programs would receive $331 million 
of this revenue.  One billion dollars would be general public revenue subject to legislative 
budget allocations by different levels of government. 

An estimated 15 percent of this general public revenue would return to the City of 
Los Angeles, some through the city’s formula share of sales tax revenue, but the 
preponderance through state and federal budget allocations that return funds to the city.  
This share of public revenue would bring an estimated $152 million a year to the city.  
 
Pro and Con Economic Debate 

Increasing the minimum wage takes money out of one set of pockets and moves it 
to another set of pockets.  There has been a long-running debate in economic literature 
about the effect of increasing the minimum wage – about whether it is a damper or a 
stimulus for employment.   

The Fair Labor Standards Act of 1938 establishes a benchmark for increasing the 
minimum wage – it should not substantially reduce employment or increase inflation.  The 
economic debate over increasing the minimum wage is now largely about whether modest 
increases in the minimum wage reduce the rate of job growth (rather than actually 
reducing employment), have little or no effect on employment, or stimulate job growth.   

Over 650 economists, including five Nobel Prize winners and six past presidents of 
the American Economics Association, signed a statement stating that federal and state 
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minimum wage increases “can significantly improve the lives of low-income workers and 
their families, without the adverse effects that critics have claimed.” 

Why it is that transferring money from businesses to low-wage workers does not 
disrupt the economy?  A review of economic studies since 2000 on the effects of the 
minimum wage and the ways in which businesses adjust to wage increases found that the 
most important channels of adjustment are reductions in labor turnover; improvements in 
organizational efficiency; reductions in wages of higher earners ("wage compression"); and 
small price increases.  Given the relatively small cost to employers of modest increases in 
the minimum wage, these adjustment mechanisms appear to be more than sufficient to 
avoid employment losses, even for employers with a large share of low-wage workers. 
 Many economists who have concluded that increasing the minimum wage does not 
harm the economy add the caveat that the increases should be incremental so as not to 
cause economic dislocations.  For example, California’s recent action to increase the 
minimum wage to $10 an hour will be implemented in one-dollar annual increments. 

Increases of the minimum wage should be enacted as part of a system for 
automatically adjusting the minimum to keep up with inflation.  This will avoid the 
problem of deep wage erosion for low-wage workers and the need for large wage 
adjustments to return to parity. 
 



 

Chapter 2 

Well-being through Work 
 
 
UNKEPT PROMISE 
 
 America has lost ground on the intent declared by Congress that workers will 
receive wages sufficient to maintain “the minimum standard of living necessary for health, 
efficiency, and general   well-being.”  This goal was set when the Fair Labor Standards Act 
was enacted in 1938 (Text Box 1).  
The Act has been amended 
twenty-eight times since 1938 to 
increase the minimum, but over 
the past four decades, the actual 
buying power of the wage floor 
has dwindled. 
 The federal minimum 
wage had the greatest value in 
1968.  Set at $1.60 an hour, it 
had a value of $10.51 in 2012 
dollars.  The current federal 
minimum wage of $7.25 is worth 
31 percent less.1 
 California’s minimum 
wage is now $8.00 an hour and 
will increase to $10.00 in 2016.2  
However, with 3 percent annual 
inflation, increases in the cost of 
living by 2016 will diminish the 
buying power of the $10 mini-
mum to $8.85 in 2012 dollars, or 
16 percent less than the 1968 
federal minimum wage. 
 
WAGE TRENDS 
 

Three-quarters of the full-
time labor force residing in the 
City of Los Angeles earn less than 
comparable workers 30 years 
ago, as shown in Figure 1. 

Text Box 1 
29 United States Code Chapter 8 -   
FAIR LABOR STANDARDS 
§ 202 - Congressional finding and 
declaration of policy 
(a) The Congress finds that the existence, in 
industries engaged in commerce or in the 
production of goods for commerce, of labor 
conditions detrimental to the maintenance of the 
minimum standard of living necessary for health, 
efficiency, and general well-being of workers 

(1) causes commerce and the channels and 
instrumentalities of commerce to be used to 
spread and perpetuate such labor conditions 
among the workers of the several States; 
(2) burdens commerce and the free flow of 
goods in commerce; 
(3) constitutes an unfair method of 
competition in commerce; 
(4) leads to labor disputes burdening and 
obstructing commerce and the free flow of 
goods in commerce; and 
(5) interferes with the orderly and fair 
marketing of goods in commerce.  That 
Congress further finds that the employment of 
persons in domestic service in households 
affects commerce. 

(b) It is declared to be the policy of this chapter, 
through the exercise by Congress of its power to 
regulate commerce among the several States and 
with foreign nations, to correct and as rapidly as 
practicable to eliminate the conditions above re-
ferred to in such industries without substantially 
curtailing employment or earning power. 

The Fair Labor Standards Act of 1938 
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Workers at the 75th percentile, that 
is, workers who earn more than three-
quarters of the labor force, are at the 
break point between those who are 
holding steady and those losing ground.  
During the economic crisis that began in 
2008, they lost ground, receiving wages 
that were $1,173 less than their counter-
parts in 1979 measured in 2011 dollars. 

Wage erosion was greater for 
other full-time workers who earn less and 
can ill-afford the losses.  From 1979 to 
2011, annual pay dropped: 

x $5,718 for workers in the 50th 
percentile – the typical worker. 

x $7,373 for workers in the 25th 
percentile – the working poor. 

x $2,131 for workers in the 5th 
percentile – workers below the 
poverty level. 

In contrast, wages increased $18,670 for 
workers in the 95th percentile. 

We can see the proportion of 
workers’ wages that have been lost by 
looking at the percent change in pay 
since 1979 (Figure 2). 

x 14 percent wage decline for 
workers in the 50th percentile – 
the median. 

Figure 1 
Wage Trends for Full-time Workers in the City of 

Los Angeles, 1979-2011 
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Figure 2 
Change in Pay since 1979 for Full-time 

Workers in the City of Los Angeles 
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x 26 percent decline for 
workers in the 25th 
percentile – the 
working poor. 

x 15 percent decline for 
workers in the 5th 
percentile – poverty 
workers. 

 
HOUSEHOLD EXPENDITURES 
 
 Households 
throughout the United States 
with incomes under $20,000 
a year, including many 
minimum-wage workers, 
incur chronic debt to survive 
(Figure 3).  With average 
annual expenditures of 
$24,806 and annual after-tax 
incomes of $17,955, 
expenditures exceed income 
by $6,851 or 38 percent.   
 Paying for housing 
consumes 55 percent of these 
households’ income.  Money 
runs out after paying for 
housing, food and 
transportation.  Costs for 
health care, clothing, insurance, education and personal care are not covered by income; 
paying these costs requires going into debt. 
 Households with incomes of $30,000 to $39,999 a year, which include workers 
earning $15 an hour, have incomes that cover almost all of their expenditures.  With 
average annual expenditures of $36,769 and annual after-tax incomes of $34,750, 
expenditures exceed income by $2,019 or 6 percent. 
 In contrast, households with incomes of $70,000 and more a year, with include 
most shareholders in corporations that employ low-wage workers, have incomes that are 
an average of 34 percent greater than their expenditures.  This enables these households to 
save an average of  $43,037 a year. 
 The precarious finances of minimum-wage households make them vulnerable to 
economic, housing and health emergencies including eviction for unpaid rent and debt 
collectors seeking payment for bills. 

Figure 3 
Expenditures of Low, Moderate and Upper Income Households – 

United States, 2011 
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 Moderate-income workers are 
able to maintain longer-term, more stable 
connections to their homes.  This 
increased residential permanency and 
predictability means fewer turnovers of 
workers and greater labor force stability 
for employers.  It costs an estimated 30 
percent of a worker’s annual salary to 
replace that worker, so reducing the 
frequency of worker turnover results in 
significant cost savings for employers.3 
 It is especially difficult for low-
wage workers to pay for housing in a 
high-cost urban area like Los Angeles.  
The share of household income paid for 
rent by workers with wages under $15 an 
hour, compared to workers with wages of 
$15 or more an hour is shown in Figure 
4.  Fifty-eight percent of workers being 
paid less than $15 an hour are rent 
burdened, paying over 30 percent of 
their income for rent, compared to 40 
percent of workers earning $15 or more 
an hour.  Many households of workers 
earning less than $15 an hour make 
extraordinary sacrifices to remain 
housed.  Twenty-five percent of these 
households pay half or more of their 
income for rent, and 9 percent pay three-quarters or more of their income for rent. 
 Low-wage workers have yet to see achievement of the goal set in 1938 that, “labor 
conditions detrimental to the maintenance of the minimum standard of living necessary for 
health, efficiency, and general well-being [will be eliminated] . . . as rapidly as 
practicable.”  
 

Figure 4 
Rent Burden among in Los Angeles City of Workers 

with Wages Under vs. Over $15 per Hour, 2011 
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Chapter 3 

Profile of Low-Wage Workers 
 
 
SHARE OF LABOR FORCE WITH LOW WAGES 
 
 Forty-six percent of LA’s wage and salary workers4 are paid less than $15 an hour.  
This includes 41 percent of the 1,097,000 full-time employees and 54 percent of the 
665,000 part-time employees who live in the City of Los Angeles (Figure 5). 
 The average hourly wage for all workers residing in the City of Los Angeles in 2013 
is estimated to be $27.85, yielding estimated annual pay of $58,244 for the average wage 
and salary worker.5 

We define a living wage conservatively in this study as $15 an hour, based on the 
criteria set in the Fair Labor Standards Act of a wage sufficient to support the “minimum 
standard of living necessary for health, efficiency, and general well-being.”  The Census 

Bureau defines full-time employment 
as 35 or more hours of work a week 
for 50 or more weeks a year.6  Thus, a 
full-time worker with a $15 per hour 
wage would be paid $26,250 a year 
before taxes. 

In 2013, the poverty threshold 
for a family of two was $15,510, and 
for a family of four was $23,550.7  A 
single working parent with one child 
working full time and earning a 
minimum wage of $15 an hour would 
have annual wages that are 169 
percent of the poverty threshold.  
Two working parents with two 
children would have annual wages 
that are 223 percent of the poverty 
threshold. 

Based on these examples, full-
time employment in 2013 with a 
wage of $15 an hour produces an 
income that is roughly twice the 
poverty threshold, depending on 
family size.  This is a low-end 
definition of an income that supports 
“general well-being,” particularly in a 

Figure 5 
Hourly Pay of Wage and Salary Workers 

City of Los Angeles, 2007-2011 
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35 hours a week for at least 50 weeks a year.  Workers with less than $500 in annual 
earnings are excluded from the data. 
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high-cost urban area such as Los Angeles.  
Other analyses of the minimum budget 
for families living in Los Angeles have 
determined that a higher income 
standard is needed.8 

 
DEMOGRAPHICS 
 
 The highest rates of low-wage 
(under $15 an hour) employment (Figure 
6) are found among workers who: 

x Do not have a college degree 
x Are single parents 
x Are Latino 
x Are under 30 years of age 

Fifty-eight percent of all single parents 

and 64 percent of Latino workers are 
in the low-wage labor force. 
 
INDUSTRIES 
 
 One way to understand the 
low-wage labor force is based on 
what their employers produce – 
industry classifications provide this 
information.  Most full-time, low-
wage (less than $15 an hour) 
employees are working in retail and 
service industries that serve Los 
Angeles-area residents (Figure 7).  
Only 22 percent of low-wage workers 

Figure 6 
Profile of City of Los Angeles Workers with Wages 

under $15 per Hour, 2007 to 2011 
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Figure 7 
Number of Full-time Workers in Los Angeles 
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less than $500 in annual earnings are excluded from the data. 
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are employed by industries like manu-
facturing, wholesale trade or information 
(movies, internet and publishing) that sell 
products outside of the Los Angeles 
region.  
 A third of all low-wage jobs are in 
retail, hotels and the administrative sup-
port cluster made up of temp agencies, 
janitors and security guards. 
 Four out of five low-wage workers 
are doing things that serve other Los 
Angeles residents, without receiving 
enough pay to live decently. 
 The share of workers being paid 
low wages varies widely among indus-

tries (Figure 8).  Half or more of the 
workers in five industry sectors are paid 
less than $15 an hour: 
x Restaurants and Hotels 68% 
x Non-Durable Manufacturing 62% 
x Temporary Employment Agencies, 

Security, Janitorial 59% 
x Personal, Repair, and Religious 

Services 55% 
x Construction 51% 
x Retail Trade 50% 

 
 

Figure 8 
Percent of Full-time Los Angeles Workers in Each 

Industry with Wages under $15 per Hour, 2007 to 2011
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workers.  Full-time employment is at least 35 hours a week for at least 50 
weeks a year.  $26,250 in annual wages represents full time employment at 
$15 or more an hour (35 hours x 50 weeks x $15 = $26,250).  Workers with 
less than $500 in annual earnings are excluded from the data. 

Figure 9 
Occupations of Los Angeles Full-time 

Workers Earning Less than $15 per Hour 
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Source: Public Use Microdata Sample records from the 2007 to 2011 American Community 
Survey.  Wages adjusted to 2011 dollars.  Data is for residents of the City of Los Angeles 
who are full-time wage and salary workers.  Full-time employment is at least 35 hours a 
week for at least 50 weeks a year.  $26,250 in annual wages represents full time 
employment at $15 or more an hour (35 hours x 50 weeks x $15 = $26,250).  Workers with 
less than $500 in annual earnings are excluded from the data. 
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OCCUPATIONS 
 

A second way of understanding 
low-wage workers is based on their 
skills and work roles – occupational 
classifications provide this information.  
Information in Figure 9 shows that 
production workers make up the largest 
occupational group of low-wage 
workers.  Most production workers are 
employed in manufacturing industries.  
Manufacturing accounts for less than a 
fifth of the low-wage labor force, but 
low-wage workers in this sector are 
found largely in production 
occupations. 
 Office workers, food preparation, 
sales, and janitorial occupations account 
for additional large groups of low-wage 
workers. 
 A majority of workers in six 
occupational groups are paid low 
wages, as shown in Figure 10.  These 
low-wage occupations include: 

x Agricultural 78% 
x Food Preparation and Serving 

72% 
x Cleaning and Maintenance 68% 
x Production 62% 
x Personal Care and Service 61% 
x Transportation and Material Moving 53% 

These workers do the tangible and often difficult things that help other peoples’ 
lives run smoothly.  They prepare meals, clean rooms, manufacture products, build homes 
and offices, move goods and people to the desired destination, and provide personal care. 
 

Figure 10 
Percent of Full-time Los Angeles Workers in Each 

Occupation Paid under $15 per Hour, 2007 to 2011 
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Source: Public Use Microdata Sample records from the 2007 to 2011 American Community 
Survey.  Wages adjusted to 2011 dollars.  Data is for residents of the City of Los Angeles 
who are full-time wage and salary workers.  Full-time employment is at least 35 hours a 
week for at least 50 weeks a year.  $26,250 in annual wages represents full time 
employment at $15 or more an hour (35 hours x 50 weeks x $15 = $26,250).  Workers with 
less than $500 in annual earnings are excluded from the data. 



 

Chapter 4 

Economic Multipliers of a $15 Minimum Wage 
 
 
 Increasing the minimum wage takes money out of one set of pockets and moves it 
to another set of pockets.  In this chapter, we focus just on low-wage workers and the 
economic stimulus from their increased wages and increased household expenditures.  In 
chapter 5, we look more broadly at the likely effects of a higher minimum wage on the 
regional economy, including a review of economic studies on this subject. 
 
PAY INCREASE 
 
 Los Angeles workers would receive $7.6 billion more a year in pay with a $15 
minimum wage (Figure 11).  The average full-time, low-wage worker, now working 2,150 
hours a year and paid $9.55 an hour, would receive $11,729 more in annual pay.  The 
average part-time, low-wage worker, 
now working 1,031 hours a year and 
paid $8.89 an hour, would receive 
$6,297 more in annual pay. 
 Full-time workers’ hourly wages 
would increase an average of $5.45 to 
bring them up to $15 an hour.  Part-time 
workers would have increases of $6.11 
an hour. 
 The wage increase would benefit 
811,000 workers, 454,000 of them full-
time and 357,000 of them part-time. 

Increasing the minimum wage to 
$15 an hour would increase the overall 
payroll for wage and salary employees 
by 10 percent.  The current payroll is 
$77.8 billion.  The increase would be 
an additional $7.6 billion. 
 
INCREASES BY OCCUPATION 
 

The payroll increases for different 
occupational groups of low-wage 
workers reflect both the size and wage 
levels of the occupations, as shown in 
Figure 12. 

Figure 11 
Annual Increase in Pay for City of Los Angeles 
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Source: Public Use Microdata Sample records from the 2007 to 2011 American 
Community Survey.  Wages adjusted to 2011 dollars.  Data is for residents of the City of 
Los Angeles who are both part- and full-time wage and salary workers.  Full-time 
employment is at least 35 hours a week for at least 50 weeks a year.  Workers with less 
than $500 in annual earnings are excluded from the data. 
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Half of the total payroll increase 
would go to workers in four large, low-
wage occupations: 

 
INCREASES BY INDUSTRY  
 
 Looking at payroll increases based 
on the industries that employ workers 
(Figure 13), seven industry sectors would 

provide two-thirds of the payroll increase: 

Production $1,009,513,175 

Office and Adminis-
trative Support 

   $955,803,517 
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Serving 

   $902,866,331 
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$1,092,808,539 
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facturing 

$757,835,484 

Personal, Repair, and 
Religious Services 

$639,105,296 

Temp Agencies, Se-
curity and Janitorial 
Services 

$583,256,487 

Construction $506,295,155 

Health Care $500,113,983 

Figure 13 
Industry Pay Increases with $15 Minimum 
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Source: Public Use Microdata Sample records from the 2007 to 2011 American 
Community Survey.  Wages adjusted to 2011 dollars.  Data is for residents of the 
City of Los Angeles who are both part- and full-time wage and salary workers.  
Full-time employment is at least 35 hours a week for at least 50 weeks a year.  
Workers with less than $500 in annual earnings are excluded from the data. 

Figure 12 
Occupational Pay Increases with $15 Minimum 
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City of Los Angeles who are both part- and full-time wage and salary workers.  
Full-time employment is at least 35 hours a week for at least 50 weeks a year.  
Workers with less than $500 in annual earnings are excluded from the data. 
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INDUSTRY COST 
 
 Implementing 
the $15 minimum 
wage would require 
reallocating 4 percent 
of industry revenue 
currently being used 
for other purposes to 
increase employee 
wages, as shown in 
Table 1. 
 Industries in Los 
Angeles spend an av-
erage of 37 percent of 
their revenue on em-
ployee compensation.  
Increasing the mini-
mum wage to $15 an 
hour would increase 
overall payroll ex-
penditures by 10 per-
cent.  Thus, the 
amount of industry 
revenue that would 
need to be reallocated 
to pay for the wage 
increase would equal 
10 percent of 37 
percent, or 3.7 per-
cent, rounded up to 4 percent in Table 1. 
 The largest impact would be in the agricultural sector, which is concentrated in 
labor-intensive, low-wage greenhouse and nursery activities.  Twenty-two percent of 
industry revenue would need to be reallocated to raise wage levels. 
 Restaurants, hotels and personal service establishments would need to reallocate 14 
percent of their revenue to raise employee wages.  The next highest impacts would be in 
the nonprofit social assistance sector (13 percent) and administrative support services (13 
percent).  
 High-wage industries such as professional and technical services, information, 
finance, and utilities would have nominal impacts on the order of 1 percent of revenue. 
 
 

Table 1 
Percent of Industry Revenue Required to Pay for a $15 Minimum Wage 

Industry Sector 

Payroll as 
Percent of 
Industry 
Revenue 

Increase 
in Payroll 
with $15 
Minimum 

Wage 

Wage 
Increase as 
Percent of 
Industry 
Revenue 

Agriculture 54% 40% 22% 
Mining & Extraction 16% 4% 1% 
Utilities 15% 1% 0.2% 
Construction 52% 16% 8% 
Manufacturing, Non-Durable 17% 25% 4% 
Manufacturing, Durable 21% 8% 2% 
Wholesale Trade 40% 10% 4% 
Retail Trade 49% 18% 9% 
Transportation & Warehousing 35% 12% 4% 
Information (publishing, motion 
pictures, broadcasting, 
telecommunication, internet) 

38% 2% 1% 

Finance, Insurance, Real Estate 17% 4% 1% 
Professional & Technical Services 58% 2% 1% 
Administrative Support Services (temp 
agencies, security guards, janitorial) 

59% 22% 13% 

Education 60% 6% 3% 
Health Care 58% 6% 3% 
Social Assistance 67% 19% 13% 
Arts, Entertainment, Recreation 48% 5% 3% 
Hotels and Restaurants 41% 35% 14% 
Personal, Repair, Religious Services 59% 23% 14% 
Government 39% 4% 2% 
TOTAL FOR ALL INDUSTRIES 37% 10% 4% 

Sources: Total industry revenue and labor costs from IMPLAN input-output software version 3.1 and 2011 economic data for 
Los Angeles County.  Labor force wage data from Public Use Microdata Sample records from the 2007 to 2011 American 
Community Survey. 
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STIMULUS EFFECT OF $15 MINIMUM WAGE 
 

When workers’ households 
receive additional income, their 
increased spending stimulates growth in 
the local economy.  Their increased 
purchases of groceries, clothes, meals 
out, health care, car repair services, and 
rental housing stimulates added 
purchases in the local supply chain. 

In addition, the employees of both 
the original suppliers and their vendors 
take their wages home and spend them, 
creating additional ripples of economic 
activity.  

The increased spending translates 
into added sales for local businesses and 
their suppliers, as well as added jobs at 
those businesses and their suppliers, and 
increased tax revenue for local, state and 
federal government. 

We used an input-output model of 
Los Angeles’ economy to simulate the 
impacts of increased wages.  Production 
of goods and services occurs through 
industry networks in which outputs from 
some industries become inputs for others 
in a chain of value-added relationships. 

Input-output modeling produces estimates of the extent to which the ripple effects of 
an economic activity multiply the impact of an initial event, in this case, the $7.6 billion in 
increased annual worker income from raising the minimum wage to $15 an hour. 
 The added income that workers would receive with a $15 minimum wage would 
generate an estimated $9.2 billion in annual sales in Los Angeles County, as shown in 
Figure 14.  The greatest increase in sales would be by: 

x Housing providers   $1.8 billion 
x Doctors, dentists and hospitals $1.2 billion 
x Banks and lenders   $737 million 
x Restaurants    $439 million 
x Telecommunications   $301 million 
x Insurance    $212 million 

Figure 14 
Increased Sales from Increased Spending 

$0

$500,000,000

$1,000,000,000

$1,500,000,000

$2,000,000,000

$2,500,000,000

$3,000,000,000

$3,500,000,000

$4,000,000,000

$4,500,000,000

$5,000,000,000

$5,500,000,000

$6,000,000,000

$6,500,000,000

$7,000,000,000

$7,500,000,000

$8,000,000,000

$8,500,000,000

$9,000,000,000

$9,500,000,000
Other
Social Services
Insurance Brokers
Religious Organizations
Internet Sales
Retirement Funds
Automotive Dealers
Department Stores
Electric Utilities
Petroleum Refineries
Grocery Stores
Colleges
Legal Services
Medical Laboratories
Wholesale
Insurance Carriers
Nursing Facilities
Financial Services
Telecommunications
Restaurants
Banks
Doctors and Dentists
Hospitals
Real Estate
Owner Occupied Housing

Source: Impacts projections produced using IMPLAN version 3.1 software with IMPLAN 
data for Los Angeles County in 2011.  Impacts are shown in 2011 dollars for Los Angeles 
County.  Impacts are based on an increase in annual pay of $7,573,367,914 for low-wage 
workers in the City of Los Angeles that affects the local economy. 
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Increased sales would in turn 
create an estimated 64,700 new jobs in 
Los Angeles County to meet the 
increased demand for goods and 
services, as shown in Figure 15.  The 
greatest number of new jobs would be 
created in: 

x Restaurants  6,740 jobs 
x Real Estate  4,579 jobs 
x Doctors & Dentists 4,144 jobs 
x Hospitals  3,946 jobs 
x Nursing Facilities 3,251 jobs 
x Social Services 1,779 jobs 
x Grocery Stores 1,588 jobs 
x Financial Services 1,520 jobs 
x Department Stores 1,497 jobs 

 

Jobs would be created in the 
same industries where workers would 
receive wage increases, including 
restaurants and retail stores.  The 
increased buying power of workers 
would make these industries direct 
beneficiaries of the higher wages they 
would be paying. 
 Increased sales and employment 
would generate an estimated $1.3 
billion in increased annual public 
revenue, as shown in Figure 16.   

Social safety net programs - 
Social Security, Medicare, State 
Disability Insurance, and Workers' 

Figure 15 
Jobs Created by Increased Worker Spending 
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for Los Angeles County.  Impacts are based on an increase in annual pay of 
$7,573,367,914 for low-wage workers in the City of Los Angeles that affects the 
local economy. 

Figure 16 
New Public Revenue Each Year 
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Compensation Insurance - would receive $331 million of this revenue.  The dependence of 
low-wage workers on social safety net programs would diminish markedly and instead they 
would become active contributors to funding these programs. 

One billion dollars is estimated to be general public revenue subject to legislative 
budget allocations by different levels of government.  We estimate that 15 percent of this 
general public revenue would return to the City of Los Angeles, some through the city’s 
formula share of sales tax revenue, but the preponderance would return by way of state 
and federal budget allocations that transfer funds to the city.9  This share of public revenue 
would provide an estimated $152 million a year to the City of Los Angeles. 
 
 
 
 
 
 
 
 
 
 
 



 

Chapter 5 

Effect on the Economy of Increasing the 

Minimum Wage 
 
 
DEBATE 
 
 The previous chapter looked at the economic stimulus that results from workers’ 
increased spending without looking at the overall question of how this transfer of wealth –
movement of money out of the pockets of businesses and into the pockets of workers – 
affects the economy.  This chapter discusses these overall economic effects.  

The Fair Labor Standards Act of 1938 establishes a benchmark for increasing the 
minimum wage – it should not substantially reduce employment or increase inflation.  
Specifically, the law calls for “maintenance of the minimum standard of living necessary 
for health, efficiency, and general well-being . . . without substantially curtailing 
employment or earning power.” 

There is a long-running debate in economic literature about the effect of increasing 
the minimum wage – about whether it is a damper or a stimulus for employment.  The 
annotated bibliography in the following section provides thumbnail summaries of 49 
studies, both positive and negative, on effects of the minimum wage.  Standard economic 
theory held that if you raise the price of something, in this case labor, people will buy less 
of it.  However, in the past two decades a number of studies have produced strong 
evidence that increasing the minimum wage does not reduce employment. 

Studies done in the 1980s attempted to analyze the effect of minimum wage 
increases by looking at employment before and after the increases took effect.  However, it 
proved to be very difficult to separate the effects of increasing the minimum wage from all 
the other variables that affect employment.  A landmark study by Card and Krueger in 1994 
used a different approach, comparing neighboring counties in New Jersey and 
Pennsylvania, after New Jersey increased the minimum wage but Pennsylvania did not.  
They found that employment in the fast food industry increased more in New Jersey 
counties than in neighboring Pennsylvania counties after the minimum wage was 
increased.  Card went on to receive the highest prize awarded by the American Economic 
Association and Krueger became Chair of the President’s Council of Economic Advisors. 

The finding that increases in the minimum wage do not reduce employment has 
been confirmed by many subsequent studies.  This conclusion has gained credibility 
among economists, although this is still a contested issue.   

The most visible contrary voice has been David Neumark, who argued that 
minimum wages pose a tradeoff of higher wages for some against job losses for others, 
although he qualified this by saying he “never claimed that the disemployment effects of 
minimum wages are large” (Neumark, Salas, Wascher 2012). 
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The debate is now largely about whether modest increases in the minimum wage 
reduce the rate of job growth (rather than actually reducing employment), have little or no 
effect on employment, or stimulate job growth.  Over 650 economists, including five 
Nobel Prize winners and six past presidents of the American Economics Association, 
signed a statement stating that federal and state minimum wage increases “can significantly 
improve the lives of low-income workers and their families, without the adverse effects that 
critics have claimed” (Fox 2006). 
 
BASIC ISSUE 
 
 The basic issue is whether workers should receive a share of the value they create 
through their work that is sufficiently large to support a basic standard of living.  The 
playing field is often tilted against low-wage workers.  They are not able to negotiate 
because they are in a vastly unequal position with the employer.  Walmart is a 
conspicuous example.  It is the largest private employer, with 1,300,000 U.S. workers.  It 
had U.S. sales of $466.1 billion and profits of $15.7 billion in 2012.10  This is an average of 
$359,000 in sales per worker.  Sales Associates, who produce the sales, earn an average of 
$9.23 an hour or $18,000 a year.11  After accounting for additional employer costs for 
payroll benefits, over $330,000 of the income an Associate brings in goes to someone else. 
 Because of Walmart’s size, it dominates the retail market in communities and 
pushes wages down.  One study found that when Walmart enters a county, wages in the 
entire retail sector of that county go down 1.3 percent.  Furthermore, the study found that 
every Walmart employee replaces 1.4 retail employees, driving down retail employment 
(Neumark, Zhang, Ciccarella 2007).  This would mean that Walmart’s 6,000 employees in 
Los Angeles County have replaced what would otherwise be 8,400 retail employees, 
leading to the loss of 2,400 jobs. 
 If an increase in the minimum wage raises the pay of Walmart Sales Associates and 
other low-wage workers, five things that we know with reasonable certainty will happen 
are: 

1. Low-wage workers will be paid more and their standard of living will improve. 

2. More money will stay in Los Angeles rather than being paid to stockholders who 
live elsewhere. 

3. The low-wage workers who receive the pay increase are likely to spend all of the 
money – households with incomes in the $30,000 to $39,999 range spend 106 
percent of their pre-tax income.  In contrast, households in the top income bracket, 
which include most Walmart stockholders, spend only 63 percent of their pre-tax 
income (see Figure 3) – the rest of their income is saved rather than spent.12  More 
spending and economic stimulus occurs when money is in the pockets of lower-
income workers than when it is in the pockets of higher-income stockholders. 

4. Businesses will benefit from having more money spent in the local economy. 
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5. Businesses will benefit from having a higher-paid labor force that is more stably 
housed, reducing employee turnover and the associated costs for recruiting and 
training new employees.  

So, why is it that transferring money from businesses to low-wage workers does not 
disrupt the economy?  A review of economic studies since 2000 on the effects of the 
minimum wage and the ways in which businesses adjust to wage increases found that: 

The strongest evidence suggests that the most important channels of 
adjustment are: reductions in labor turnover; improvements in organizational 
efficiency; reductions in wages of higher earners ("wage compression"); and small 
price increases. 

Given the relatively small cost to employers of modest increases in the 
minimum wage, these adjustment mechanisms appear to be more than sufficient to 
avoid employment losses, even for employers with a large share of low-wage 
workers.  (Schmitt, John, 2013, “Why Does the Minimum Wage Have No 
Discernible Effect on Employment?”) 

 
ENACTING WAGE INCREASES 
 
 Many economists who have concluded that increasing the minimum wage does not 
harm the economy add the caveat that the increases should be incremental so as not to 
cause economic dislocations (Flaichel 2011).  For example, California’s recent action to 
increase the minimum wage to $10 an hour will be implemented in one-dollar annual 
increments. 
 Raising the minimum wage in the City of Los Angeles to $15 an hour will entail 
reallocating an estimated 4 percent of industry income to pay for wage increases (see Table 
1 in the previous chapter).  For some industries such as hotels and restaurants, the 
adjustment would be much larger than the overall industry average. 
 Carrying out the increase in four annual increments, requiring reallocation of an 
average of one percent of industry income annually will reduce the risk of a shock to the 
economy. 

Increases of the minimum wage should be enacted as part of a system for 
automatically adjusting the minimum to keep up with inflation (Cooper 2013).  This will 
avoid the problem of deep wage erosion for low-wage workers and the need for large wage 
adjustments to return to parity.  
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workers. 

Card, David (1992), “Using Regional Variation in Wages to Measure the Effects of the Federal Minimum 
Wage,” Industrial & Labor Relations Review; Oct 1992; 46, 1; pg. 22. 
 

The rise in the minimum wage increased teenagers’ wages.  There is no evidence of 
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corresponding losses in teenage employment or changes in teenage school enrollment. 

Card, David; Katz, Lawrence F; Krueger, Alan B (1994), “Comment on David Neumark and William 
Wascher, 'Employment Effects of Minimum and Subminimum Wages: Panel Data on State Minimum 
Wage Laws,” Industrial & Labor Relations Review; Apr 1994; 47, 3; pg. 487. 
 

There are three flaws in Neumark and Wascher's empirical analysis.  A corrected analysis of 
Neumark and Wascher's data shows that state specific minimum wage increases during the 
1970s and 1980s had no systematic effect on teenage employment. 

Card, David; Krueger, Alan B (1994), “Minimum Wages and Employment: A Case Study of the Fast-Food 
Industry in New Jersey and Pennsylvania,” The American Economic Review; Sep 1994; 84, 4; pg. 772. 
 

No evidence was found that the rise in New Jersey's minimum wage reduced employment at fast-
food restaurants in the state.  The increase in the minimum wage increased employment. 

Card, David; Krueger; Alan B. (1995), “Time-Series Minimum-Wage Studies: A Meta-analysis,” The 
American Economic Review, Vol. 85, No. 2, Papers and Proceedings of the Hundredth and Seventh 
Annual Meeting of the American Economic Association Washington, DC, January 6-8, 1995. (May 1995), 
pp. 238-243. 
 

In contrast to the time-series literature, a number of recent studies based on cross-sectional 
comparisons have estimated negligible or even marginally positive employment effects of the 
minimum wage. 
The time-series literature may have been affected by a combination of specification searching 
and publication bias, leading to a tendency for statistically significant results to be 
overrepresented in the published literature. 

Card, David; Krueger, Alan B (2000), “Minimum Wages and Employment: A Case Study of the Fast-Food 
Industry in New Jersey and Pennsylvania: Reply,” The American Economic Review; Dec 2000; 90, 5; pg. 
1397. 
 

The increase in New Jersey's minimum wage probably had no effect on total employment in New 
Jersey's fast-food industry, and possibly had a small positive effect. 
An alternative interpretation of the full spectrum of results is that the New Jersey minimum wage 
increase did not reduce total employment, but it did slightly reduce the average number of hours 
worked per employee. 

Congressional Budget Office (2007), “Response to a Request by Senator Grassley About the Effects of 
Increasing the Federal Minimum Wage Versus Expanding the Earned Income Tax Credit,” 
http://www.cbo.gov/publication/18281.  Retrieved October 10, 2013. 
 

Provides data for government budget impacts under two scenarios: raised minimum wages vs. 
expanded earned income tax credit; however the study does not draw conclusions. 

Cooper, David; Hall, Doug (2013), “Raising the Federal Minimum Wage to $10.10 Would Give Working 
Families, and the Overall Economy, A Much Needed Boost,” Economic Policy Institute,” www.epi.org.  
Retrieved October 8, 2013. 
 

Raising the minimum wage and incorporating a system for automatic adjustment over time is key 
to reversing this erosion of low-wage workers’ earnings, and would help combat growth of income 
inequality.  At the same time, it would provide a modest stimulus to the entire economy, as 
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increased wages would lead to increased consumer spending, which would contribute to GDP 
growth and modest employment gains.  About 44 percent of affected workers have at least some 
college education.  Over a quarter (27.9 percent) of those who would be affected by increasing 
the minimum wage to $10.10 are parents, while over a third (35.8 percent) are married 

Cuesta, MB; Heras, ML;  Carcedo, JM  (2011), “Minimum Wage and Youth Employment Rages 2000-
2008,” Revista de Economía Aplicada Número 56 (vol. XIX), 2011, pg. 35 to 57. 
 

There is not clear evidence of any negative effect of a minimum wage on youth employment in 
Spain from 2000-2008. 

Currie, Janet; Fallick, Bruce C (1996), “The minimum wage and the employment of youth: Evidence from 
the NLSY,” The Journal of Human Resources; Spring 1996; 31, 2; pg. 404. 
 

Employed individuals who were affected by the new federal minimums in 1979 and 1980 were 
about 3 percent less likely to be employed a year later 

Doucouliagos, Hristos; Stanley, T D (2008), “Publication Selection Bias in Minimum-Wage Research?  A 
Meta-Regression Analysis,” papers.ssrn.com/sol3/papers.cfm?abstract_id=1403498 .  Retrieved October 
10, 2013. 
 

The economic literature on effects of the minimum wage is contaminated by publication selection 
bias, which is slightly larger than the average reported minimum-wage effect. Once this 
publication selection is corrected, little or no evidence of a negative association between 
minimum wages and employment remains. 

Dube, A; Lester, TW; Reich, M (2010), “Minimum Wage Effects Across State Borders: Estimates Using 
Contiguous Counties,” The Review of Economics and Statistics, November 2010, 92(4): 945–964. 
 

A study of policy discontinuities in minimum wage standards across all contiguous county-pairs in 
the United States that straddle a state border and found no adverse employment effects on 
earnings and employment in restaurants and other low-wage sectors. 

Even, William E; Macpherson, David A (2004), “Wage Growth Among Minimum Wage Workers,” 
Employment Policy Institute, www.epionline.org.  Retrieved October 8, 2013. 
 

Wage growth among minimum wage employees is quite robust. Higher education and job 
training—along with a strong   labor market—are significant contributing factors. 

Fiscal Policy Institute (2006), “States with Minimum Wages above the Federal Level have had Faster 
Small Business and Retail Job Growth,” www.fiscalpolicy.org.  Retrieved October 10, 2013. 
 

State-by-state trends for small businesses employing fewer than 50 workers and show that 
employment and payrolls in small businesses grew faster in the states with minimum wages 
above the federal level than in the remaining states where the $5.15 an hour federal minimum 
wage prevailed. 
Small businesses may have benefited from some combination of higher productivity through 
improved worker retention and savings on recruitment and training. 
If you pay workers more, they can buy more, boosting the overall economy. 
Employers are likely to respond to a wage increase by improving the skills of their workers and 
becoming more efficient.  Slightly higher wages will be offset by savings from reduced turnover 
and higher productivity. 
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Flaschel, Peter; Greiner, Alfred (2008), “Employment Cycles and Minimum Wages: A Macro View,” 
Department of Business Administration and Economics, Bielefeld University, Bielefeld, Germany, 
https://www.researchgate.net/.  Retrieved October 8, 2013. 
 

The introduction of a general level of minimum (or maximum) real wages into a supply-side 
macro model of fluctuating growth does not do much harm even in the shorter run to capital 
accumulation and employment, and does definitely and significantly improve the performance of 
the implied cyclical growth path in the course of time. 

Flaschel, P; · Greiner, A; Logeay,· C; Proano, C (2011), “Employment Cycles, Low Income Work and the 
Dynamic Impact of Wage Regulations: A Macro Perspective,” Journal of Evolutionary Economics (2012) 
22:235–250, DOI 10.1007/s00191-011-0236-2. 
 

Introducing a minimum wage for low-income work does not alter the economic equilibrium, 
provided the minimum wages are not set too generously. 

Fox, Liana (2006), “Minimum Wage Trends: Understanding Past and Contemporary Research,” 
Economic Policy Institute, www.epi.org.  Retrieved October 10, 2013. 
 

The best recent research has shown that the job loss reported in earlier analyses does not, in 
fact, occur when the minimum wage is increased. There is little question that the overall impact of 
a minimum wage is positive. 
Over 650 economists, including five Nobel Prize winners and six past presidents of the American 
Economics Association, recently signed a statement stating that federal and state minimum wage 
increases “can significantly improve the lives of low-income workers and their families, without 
the adverse effects that critics have claimed. 
Even, however, if the negative findings of some researchers were to be accurate, minimum wage 
workers as a whole would be better off, as the temporary losses of the few would be far more 
than off set by the wage gains of the many. 

Government of Canada (2013), “Current And Forthcoming Minimum Hourly Wage Rates For Experienced 
Adult Workers in Canada,” http://srv116.services.gc.ca/dimt-wid/sm-mw/rpt1.aspx?lang=eng.  Retrieved 
October 10, 2013. 
 

Minimum wage ranges from $9.75 in Alberta to $10.54 in Yukon. 

Grossberg, Adam J; Sicilian, Paul (1999), “Minimum Wages, On-the-Job Training, and Wage Growth,” 
Southern Economic Journal; Jan 1999; 65, 3. 
 

Minimum wage jobs exhibit less wage growth than other jobs, particularly for men. However, 
there is no evidence of a unique minimum wage effect on training opportunities. 

Klien, Daniel; Dompe, Stewart (2007), “Reasons for Supporting the Minimum Wage: Asking Signatories 
of the ‘Raise the Minimum Wage’ Statement,” Econ Journal Watch, Volume 4, Number 1, January 2007, 
pp 125-167. 
 

The statement organizers listed 15 leading economists, namely Henry Aaron, Kenneth Arrow, 
William Baumol, Rebecca Blank, Alan Blinder, Peter Diamond, Ronald Ehrenberg, Clive Granger, 
Lawrence Katz, Lawrence Klein, Frank Levy, Lawrence Mishel, Alice Rivlin, Robert Solow, and 
Joseph Stiglitz, and then another 644 signatories, making a total of 659. 
“We believe that a modest increase in the minimum wage would improve the well-being of low-
wage workers and would not have the adverse effects that critics have claimed. [n particular. We 
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share the view the Council of Economic Advisors expressed in the 1999 Economic Report o[ the 
President that "the weight of the evidence suggests that modest increases in the minimum wage 
have had very little or no effect on employment." While controversy about the precise 
employment effects of the minimum wage continues, research has shown that most of the 
beneficiaries are adults, most are female, and the vast majority are members of low-income 
working families. 

Krueger, Alan B (2001), “ Teaching the Minimum Wage in Econ 101 In Light of the New Economics of the 
Minimum Wage,” Journal of Economic Education; Summer 2001; 32, 3; pg. 243. 
 

The debate is not about how much a minimum wage hike reduces employment; rather it is about 
whether modest hikes reduce employment at all. 
Opposition to the minimum wage is based on the pessimistic assumption (based on Brown, 
Gilroy and Kohen’s 1983 study) that a minimum wage increase would lead 1 percent of minimum 
wage workers to lose their jobs and 99 percent of minimum-wage workers to get a sizable raise 
and retain their jobs. 
The early empirical tests were based on time-series evidence. These studies essentially related 
the employment-to-population rate of teenagers to the level of the minimum wage relative to 
average wages over time. When estimated prior to the 1980s, this work typically found that a 10 
percent increase in the minimum wage was associated with a 1 to 3 percent decrease in teen 
employment. When the same statistical models were re-estimated by researchers in the 1980s 
and 1990s with more data, however, the effect fell to about 0.5 percent and was statistically 
indistinguishable from zero. 

Lee, David; Saez, Emmanuel (2010), “Optimal Minimum Wage Policy in Competitive Labor Markets,”, 
emlab.berkeley.edu/~saez/lee-saezJan10minwage.pdf .  Retrieved October 10, 2013. 
 

A binding minimum wage (while leading to unemployment) is desirable if the government values 
redistribution toward low wage workers and if unemployment induced by the minimum wage hits 
the lowest surplus workers first. 
A minimum wage should always be associated with in-work subsidies, for example, a cut in 
employer payroll taxes decreasing the gross minimum wage while keeping the net minimum 
wage constant. 

Lester, T William; Jacobs, Ken (2010), “How Higher Wage Standards Affect Economic Development and 
Employment,” Center for American Progress, http://www.americanprogressaction.org/wp-
content/uploads/issues/2010/11/pdf/living_wage.pdf.  Retrieved October 11, 2013. 
 

Economic development wage standards have no negative effect on citywide employment levels. 

Lester, Thomas W (2009), Towards A Living Wage in the New Economy: The Politics and Economics of 
Building Labor Market Institutions at the Urban Scale, 
http://edq.sagepub.com/content/25/3/237.refs?patientinform-links=yes&legid=spedq;25/3/237.  Retrieved 
August 6, 2013. 
 

Living wage laws do not significantly harm urban employment levels, firm establishment levels, 
and the urban share of regional employment.  Living wage ordinances do not significantly harm 
targeted groups. 

Machin, Stephen; Manning, Alan (1994), “The Effects of Minimum Wages on Wage Dispersion and 
Employment: Evidence from the U.K. Wages Council,” Industrial & Labor Relations Review; Jan 1994; 
47, 2; pg. 319. 
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A decline in the minimum wage relative to the average wage significantly contributed to widening 
wage dispersion. 
The minimum wage had either no effect or a positive effect on employment. 

McAvey, Maureen (2013), “Land Use Implications of the Living-Wage Debate,” Urban Land, September / 
October 2013, p. 158. 
 

Raising the minimum wage is not the crucial factor in the success of a business; local market 
forces and demand are more important.  Raising the minimum wage, if done in a fair and rational 
manner, may actually boost the revenues of retail and hospitality vendors by providing their 
customers with higher incomes and higher spending potential. 

Meery, Jonathan; Westz, Jeremy  (2012), “Effects of the Minimum Wage on Employment Dynamics,” 
NBER Working Paper No. 19262, http://econweb.tamu.edu/jmeer/Meer_West_Minimum_Wage.pdf.  
Retrieved October 10, 2013. 
 

Although the minimum wage does not appear to have strong short-run effects on the level of total 
employment, it significantly reduces rates of job growth. This occurs primarily through reductions 
in hiring and this effect is somewhat more pronounced for continuing establishments than 
newborn establishments. 
A minimum wage increase of 10% reduces long-term job growth in the state by around 0.35 
percentage points (during these years, the average state employment growth rate was 2.17% 
annually). In other words, on average, about one-sixth fewer jobs are created on net for each 
10% increase to the minimum wage, all else equal. 

Mills, Jeffrey A; Roy, Kakoli; Williams, Nicolas (1999), “Recent Minimum Wage Increases and the 
Minimum Wage Labor Force, Journal of Labor Research; Fall 1999; 20, 4. 
 

The latest minimum wage increases substantially decreased employment for both sexes. 

Mishel, Lawrence (2013), “Declining Value of the Federal Minimum Wage is a Major Factor Driving 
Inequality,” Economic Policy Institute,” www.epi.org.  Retrieved October 10, 2013. 
 

The minimum wage should be set at 50 percent of the average wage.  In 2011, the minimum 
wage was worth only 37 percent of what an average worker earned per hour.  A higher minimum 
wage would help address growing inequality, particularly as it affects lower-wage women.  The 
last decade has produced a widening divergence between overall productivity and the wages or 
compensation of the typical worker. In addition, wage inequality has continued to grow between 
those at the top and the rest. 

Neumark, David; Wascher, William (1992), “Employment Effects of Minimum and Subminimum Wages: 
Panel Data on State Minimum Wage Laws Industrial & Labor Relations Review; Oct 1992; 46, 1. 
 

A 10% increase in the minimum wage causes a decline of 1-2% in employment among teenagers 
and a decline of 1.5-2% in employment for young adults. 

Neumark, David (2002), “How Living Wage Laws Affect Low-Wage Workers and Low-Income Families,” 
Public Policy Institute of California, www.ppic.org/content/pubs/report/R_302DNR.pdf , Retrieved October 
11, 2013. 
 

Living wage laws have their most “direct” intended consequence—raising the wages of low-wage 
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workers. 
Although living wage laws raise the wages of low-wage workers, they also appear to reduce 
employment among the affected workers. In particular, the estimates indicate that a 50 percent 
increase in the living wage would reduce the employment rate for workers in the bottom tenth of 
the skill distribution (or equivalently, of the predicted wage distribution) by 7 percent, or 2.8 
percentage points. Paralleling the results for wages, the evidence of disemployment effects is 
stronger for broader business assistance living wage laws. These disemployment effects offset to 
some extent the positive effects of living wage laws on the wages of low-wage workers, pointing 
to the tradeoff between wages and employment that economic theory would predict. However, 
the evidence of disemployment effects is statistically weaker. 

Neumark, David; Wascher, William (2007), “Minimum Wages and Employment,” IZA Discussion Papers, 
No. 2570, http://nbn-resolving.de/urn:nbn:de:101:1-20080425257.  Retrieved October 10, 2013. 
 

A sizable majority of the studies surveyed in this monograph give a relatively consistent (although 
not always statistically significant) indication of negative employment effects of minimum wages. 
In addition, among the papers we view as providing the most credible evidence, almost all point 
to negative employment effects, both for the United States as well as for many other countries. 
Two other important conclusions emerge from our review. First, we see very few – if any – 
studies that provide convincing evidence of positive employment effects of minimum wages, 
especially from those studies that focus on the broader groups (rather than a narrow industry) for 
which the competitive model predicts disemployment effects. Second, the studies that focus on 
the least-skilled groups provide relatively overwhelming evidence of stronger disemployment 
effects for these groups. 

Neumark, D; Zhang, J; Ciccarella, S (2007), “The Effects of Wal-Mart on Local Labor Markets,” Institute 
for the Study of Labor, Bonn, Germany, http://ideas.repec.org/p/iza/izadps/dp2545.html.  Retrieved 
October 16, 2013. 
 

On average, Wal-Mart store openings reduce retail employment by about 2.7 percent, implying 
that each Wal-Mart employee replaces about 1.4 employees in the rest of the retail sector. Driven 
in part by the employment declines, retail earnings at the county level also decline as a result of 
Wal-Mart entry, by about 1.3 percent. 

Neumark, David (2009), “Alternative labor Market Policies to Increase Economic Self-Sufficiency: 
Mandating Higher Wages, Subsidizing Employment, and Increasing Productivity,” National Bureau of 
Economic Research,  http://www.nber.org/papers/w14807.  Retrieved October 10, 2013. 
 

The minimum wage is an ineffective policy to promote economic self-sufficiency, entailing 
employment losses without any corresponding distributional benefits via higher wages. In 
contrast, living wage laws appear to present a more favorable tradeoff. 

Neumark, D; Salas, J M I; Wascher, W (2012), “Revisiting the Minimum Wage-Employment Debate: 
Throwing Out the Baby with the Bathwater?” www.nber.org/papers/w18681.  Retrieved October 10, 2013. 
 

We have never claimed that the disemployment effects of minimum wages are large. Nor have 
we claimed that they necessarily imply that minimum wages cannot help poor and low-income 
families.  Minimum wages pose a tradeoff of higher wages for some against job losses for others. 

Neumark, David; Salas, J.M. Ian (2013), “Minimum Wages: Evaluating New Evidence on Employment 
Effects,” Employment Policies Institute, www.epionline.org/studies/Neumark-01-2013.pdf .  Retrieved 
October 8, 2013. 
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Most of the evidence points to job loss following wage hikes. 
The estimated effects of minimum wages on teen employment are negative and significant. 
Minimum wages pose a tradeoff of higher wages for some against job losses for others. 

Orazem, P F; Mattila, J P (2002), “Minimum Wage Effects on Hours, Employment, and Number of Firms: 
The Iowa Case,” Journal of Labor Research; Winter 2002; 23, 1. 
 

A 10 percent increase in the minimum wage will cause about a 6 percent reduction of 
subminimum employment in urban firms one year later, but a 13-15 percent reduction in hours 
worked. As with employment, the hours reductions typically are less negative in rural areas than 
urban areas. 

Osterman, Paul (2008), “Improving the Quality of Low-Wage Work: The Current American Experience,” 
International Labour Review; 147, 2/3. 
 

Studies of the impact of living wage ordinances on firms do not find major negative effects and 
some suggest that turnover is reduced as a result of the higher wages. 
Any successful effort to improve the quality of jobs must include both standard-setting (e.g., 
minimum wage) and programmatic (e.g., job training, business assistance) components. 
Standard setting is important because it is scaleable - i.e. it impacts a large number of employers 
- and because it can influence practices among small firms and firms in sectors such as retail 
which are difficult for programmatic initiatives to reach. 

Partridge, Mark D; Partridge, Jamie S (1999), “Do minimum wage hikes reduce employment? State-level 
evidence from the low-wage retail sector,” Journal of Labor Research; Summer 1999; 20, 3; pg. 393. 
 

An increased minimum wage reduces retail employment. which is consistent with the standard 
labor market model. Moreover, further analysis indicates that minimum wage hikes also had 
relatively large adverse effects on total state employment growth. 
A 10% increase in the minimum wage reduces retail employment growth about percentage point 
over a two year period.  These effects appear to be concentrated in non-restaurant retail firms. 

Reich, Michael (2012), “Increasing the Minimum Wage in San Jose: Benefits and Costs, Institute for 
Research on Labor and Employment,” University of California, Berkeley, October 2012. 
 

Rigorous and prestigious academic studies of minimum wage effects across local boundaries 
indicate that Measure D will not have any disemployment effects. This research has invalidated 
previous studies that claim to find disemployment effects. 
18.9 percent of San Jose’s workers will obtain pay increases as a result of Measure D. The 
increased spending power of minimum wage workers will stimulate the region’s economy by 
about $190 million. 
Measure D will increase operating costs of the average business by less than 0.25 percent. 
These costs will be partly offset by cost savings to employers, such as more workers applying for 
jobs, lower employee turnover costs and higher worker productivity. Prices in low-wage industries 
such as restaurants will increase by less than 0.71 percent, which translates into less than 
twenty-five cents on a $30 meal. Price increases of this magnitude do not measurably hurt sales. 

Reich, Michael (2013), “Minimum Wage Policy after Seventy-Five Years: Historical and Contemporary 
Effects of the FLSA,” Prepared for presentation to the Committee on Health, Education, Labor and 
Pensions, U.S. Senate, June 25, 2013 
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Minimum wage policies have nonetheless increased pay of low-wage workers without adversely 
affecting employment, and they have reduced both poverty and wage inequality. 
We do find evidence that minimum wages increase actual wages, but no evidence that they 
reduce employment. 

Ropponen, Olli (2011), “Reconciling the Evidence of Card and Krueger (1994) and Neumark and 
Wascher (2000),”  
 

Employment effects of the minimum wage are positive for small and negative for big fast-food 
restaurants. 
An increase in the minimum wage increased spending by people who used to earn less than the 
new minimum wage. This additional spending increased the demand for the restaurant services 
and resulted in a positive employment effect. This would explain the contradictory findings of the 
two studies if small restaurants are predominantly in poor neighborhoods and large restaurants in 
areas where close to all of the demand comes from customers earning more than minimum 
wage. 

Schmitt, John (2013), “Why Does the Minimum Wage Have No Discernible Effect on Employment?” 
Center for Economic and Policy Research, www.cepr.net. 
 

The weight of evidence from the recent wave of research – roughly since 2000 – points to little or 
no employment response to modest increases in the minimum wage. 
The strongest evidence suggests that the most important channels of adjustment are: reductions 
in labor turnover; improvements in organizational efficiency; reductions in wages of higher 
earners ("wage compression"); and small price increases. 
Given the relatively small cost to employers of modest increases in the minimum wage, these 
adjustment mechanisms appear to be more than sufficient to avoid employment losses, even for 
employers with a large share of low-wage workers. 

Singell, Larry D, Jr; Terborg, James R (2007),  “Employment Effects of Two Northwest Minimum Wage 
Initiatives, Economic Inquiry; Jan 2007; 45, 1. 
 

The minimum wage is a blunt instrument that differentially affects low-wage workers within and 
across industries. Specifically, employment growth specifications indicate that the minimum wage 
generates consistently negative employment effects for eating and drinking workers where the 
minimum is shown to be relatively binding, but not for hotel and lodging workers where the 
minimum is less binding. 
Raising the minimum wage by an average of 37% reduced employment growth by between 2 and 
7 percentage points in the eating and drinking industry. 

Wihbley, John (2013), “Effects of raising the minimum wage: Research and key lessons,” Journalist 
Resource, http://journalistsresource.org/studies/economics/inequality/the-effects-of-raising-the-minimum-
wage#.  Retrieved October 10, 2013. 
 

The minimum wage is a useful tool if the government values redistribution toward low wage 
workers, and this remains true in the presence of optimal nonlinear taxes/transfers.” However, 
under certain labor market conditions, it may be better for the government to subsidize low-wage 
workers and keep the minimum wage relatively low. 
Minimum wages pose a tradeoff of higher wages for some against job losses for others, and that 
policymakers need to bear this tradeoff in mind when making decisions about increasing the 
minimum wage. 
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ENDNOTES 
 
1 A chronology of minimum wage levels since 1938 is provided by the United States Department 
of Labor: http://www.dol.gov/whd/minwage/chart.htm.  The Department of Labor also 
provides information about the value of the minimum wage in constant dollars: 
http://www.dol.gov/minwage/minwage- gdp- history.htm. 
 
2 California Assembly Bill No. 10, 
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201320140AB10.  Retrieved October 31, 2013. 
 
3 Sasha Corporation (2007), “Compilation of Turnover Cost Studies,” 
http://www.sashacorp.com/turnframe.html. 
 
4 The Bureau of Labor Statistics defines wage and salary workers as employees who receive 
wages, salaries, commissions, tips, payment in kind, or piece rates from an employer.  In 
contrast, the compensation of self- employed workers is based on the amount of revenue they 
produce.  http://www.bls.gov/bls/glossary.htm#W. 
 
5 Wage and salary income from the 2007 to 2011 American Community Survey for workers 
residing in the City of Los Angeles was extrapolated from 2011 to 2013 based on a 3.3 percent 
increase in the Consumer Price Index for the Los Angeles region.  The Consumer Price Index for 
2013 was estimated based on the ratio of January to September data for 2013 to the same 
months of data for 2012. 
 
6 The Census Bureau definition of full-  and part- time employment can be found at: 
http://www.census.gov/hhes/www/laborfor/faq.html#Q7. 
 
7 Poverty threshold guidelines are provided by the U.S. Department of Health & Human Services 
at: http://aspe.hhs.gov/poverty/13poverty.cfm. 
 
8 The Economic Policy Institute’s Family Budget Calculator measures the income a family needs 
in order to attain a secure yet modest living standard by estimating community- specific costs 
of housing, food, child care, transportation, health care, other necessities, and taxes.  Based on 
this calculator, a living wage for a family of four in Los Angeles County in 2013 is $74,605.  The 
calculator is available at: http://www.epi.org/resources/budget/. 
 
9 The overall distribution of public employment provided the basis for estimating that 15 
percent of general public revenue will come to the City of Los Angeles.  Other levels of 
government receiving shares of these funds include federal government, state government, 
schools, and special districts. 
 
10 Financial and employment data is from Walmart’s web site: 
http://news.walmart.com/walmart- facts.  Retrieved  October 13, 2013. 
 
11 Wage data for Walmart Sales Associates is based on reports by Los Angeles employees to 
Glassdoor, http://www.glassdoor.com.  Retrieved October 13, 2013. 
 
12 U.S. Bureau of Labor Statistics, Consumer Expenditure Survey, Income before taxes: Average 
annual expenditures and characteristics, Consumer Expenditure Survey, 2011, Table 2, 
http://www.bls.gov/cex/csxstnd.htm.  Retrieved September 30, 2013. 


