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EXECUTIVE SUMMARY

• Raising the Minimum Wage by $1 to $6.15 an Hour Would Potentially Benefit More





1. INTRODUCTION

The American economy is in the midst of the longest economic expansion in history.  Since
January 1993, the economy has created nearly 21 million new jobs.  The unemployment rate in
February 2000 was 4.1 percent, near its lowest level in three decades.  The overall performance
of the economy has only grown stronger over time.  In the last four years, labor productivity has
grown at a 2.9 percent annual rate and GDP has grown at a 4.4 percent annual rate.  At the same
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3. THE 1996-97 MINIMUM WAGE INCREASE

The $0.90 increase in the minimum wage in 1996 and 1997 is estimated to have benefited almost
10 million American workers.1  This section examines the impact of this increase on
employment and the distribution of wages.

Effect on Employment

Since the 1996-97 increase in the minimum wage, the American economy—and labor markets in
particular—have continued to perform very strongly.  Between September 1996 and February
2000, 10.2 million jobs were created—an average of 248,000 per month, even stronger job
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These data provide evidence that the minimum wage increase did not have a major negative
effect on employment.  Still, as suggestive as this evidence is, it does not provide rigorous
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Chart 7 illustrates the effect of the 1996-97 minimum wage increases on the low end of the wage
distribution ($3.00 to $7.99) for just one demographic group of interest, women who maintain

families and have at least one child present in
the household.4  For 1996, the distribution of
wages shows that a relatively small share of
workers with hourly wages earn between
$3.00 and $3.99.5  In contrast, a substantial
fraction earned between $4.00 and $4.49.
(The chart shows the distribution by 50-cent
increments.)  This jump, of course, reflects the
clustering of workers whose wages were at or
near the minimum wage.  The comparable
distribution for 1998 indicates a shift that was
clearly due to the change in minimum wage
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million, earned a wage less than $5.15.  A study by Bernstein and Schmitt (1998) indicated that
in 1997 the earnings of average minimum wage workers accounted for 54 percent of their
family’s total earnings.

Selected demographic and economic characteristics for these workers are presented in Table 1.
The statistics indicate that about 70 percent of workers earning $5.15 or less were age 20 or
older.  64 percent of these workers are women.

How Many Workers would be Affected by an Increase in the Minimum Wage?

Using the CPS data described above, it is possible to examine the number and characteristics of
workers who would potentially receive a pay raise from a $1.00 increase in the federal minimum
wage.  Table 2 presents the number of individuals who currently have an hourly wage between
$5.15 and $6.14.  This table indicates that:

• There are approximately 10.1 million workers within this wage range—about 14 percent of
all workers paid an hourly rate.

• 69 percent of the affected workers are adults age 20 or older. adults age 20 or older.

• $520der.  64 workHispanicre womte.adults age 20 or older.

adults age 20 or older.
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Table 1. Employed Wage and Salary Workers Paid Hourly Rates with Earnings At or
Below Minimum Wage, 1999

Number of workers
(in thousands)

Percent distribution

Characteristic Total
paid

hourly
rates

Paid
$5.15 or
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Table 2. Distribution of Wage and Salary Workers Paid Hourly Rates, 1999

Number of
workers (in
thousands)

Percent
distribution

Percent of
workers in

demographic
group who fall

in wage
category

Characteristic

$5.15 -
$6.14

$6.15 -
$7.14

$5.15 -
$6.14

$6.15 -
$7.14

$5.15 -
$6.14

$6.15 -
$7.14

Total, 16 years and over 10,093 8,370 100.0 100.0 14.0 11.6
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food restaurants in New Jersey and nearby counties in Pennsylvania.  They conclude that the

minimum wsnia.  Thfy cd “…strongtevidenceude th[w (minimum ws]heympod sedhat the) Tj
03.4.25  TD -432629  Tc 182629  Tdistribution of d nningssey anotevidenceude tht  Thhaveoodducedhemployment.”them i n i m u m  w a h a v e o p r o v i d e d t h e
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