
THE IMPACT
OF THE MINIMUM WAGE

Policy lifts wages, maintains floor for
low-wage labor market

by Jared Bernstein and John Schmitt
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The minimum wage over time and characteristics
of today’s minimum wage workers
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Source: The federal minimum wage deflated by CPI-U-X1.

The minimum wage in 1999 dollars, 1955-99

FIGURE 1
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Source: 10th percentile wage from authors’ analysis of CPS ORG; production worker wage from BLS.

The minimum wage relative to other wage series

FIGURE 2
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Minimum wage relative to the average production, non-supervisory wage
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Source: Authors’ analysis.

FIGURE4

Income of full-time, full-year minimum wage worker, 1999
(including EITC and food stamps)

Source: Poverty threshold from U.S. Bureau of the Census, poverty website.

Annual minimum wage earnings in 1999 dollars and the poverty level
for one-parent, two-child family

FIGURE 3
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Other
Within $1 of low-wage

the federal workers $7.15
Characteristic minimum* (minimum+$1) and above** All

Average wage $5.69 $6.72 $16.87 $14.67
Employment 10,277,666 9,689,592 94,754,539 118,480,912
Share of total 8.7% 8.2% 80.0% 100.0%

Demographics
Male 40.3% 41.1% 55.0% 52.1%
  16-19 14.1 8.1 1.1 3.0
  20+ 26.2 33.0 53.9 49.0
Female 59.7 58.9 45.0 47.9
  16-19 15.0 7.6 0.8 2.9
  20+ 44.6 51.3 44.3 45.0
White 60.9 63.4 75.8 73.1
  Male 23.7 24.8 41.7 38.2
  Female 37.1 38.6 34.1 34.9
Black 15.7 15.0 10.9 11.7
  Male 5.6 5.5 5.3 5.3
  Female 10.1 9.5 5.6 6.4
Hispanic 19.2 17.3 8.9 10.8
  Male 9.4 9.0 5.6 6.3
  Female 9.8 8.3 3.3 4.5

Teens(16-19) 29.2% 15.7% 1.8% 5.9%

Work hours
Full time (35+) 48.0% 65.4% 88.4% 81.9%
Part time
  20-34 hours 31.8% 23.9% 8.5% 12.4%
  1-19 hours 20.3 10.6 3.0 5.7

Industry
  Manufacturing 8.5% 11.2% 18.1% 16.3%
  Retail trade 42.6 33.6 12.0 17.0

Occupation
Sales 9.8% 10.9% 8.5% 8.8%
  Cashiers 11.9 7.4 0.9 2.5
Service 14.6 13.6 4.3 6.3
  Food preparation 16.7 11.4 2.7 5.1

Union membership
  Union 4.7% 6.9% 17.7% 15.3%
  Nonunion 95.3 93.1 82.3 84.7

* For states where the minimum wage is set by the federal level ($5.15), this column includes those earning between $5.15 and $6.14.  For those
workers in states with minimum wages above the federal level, we include those whose earnings are between their state’s minimum wage and $6.14.

** Washington, D.C.’s minimum wage is set at $1.00 above the federal level, and thus only workers earning over $8.15 are included in this column.

Source: EPI analysis of 1999 CPS ORG data.

TABLE 1
Characteristics of workers by wage range, 1999
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STATE/REGION                    Share              Number

Northeast 7.6%       1,686,370
Maine 8.7            47,155
New Hampshire 5.7            31,889
Vermont 7.7            20,934
Massachusetts 5.3          151,833
Rhode Island 9.0            38,723
Connecticut 3.6            52,271
New York 8.6          643,749
New Jersey 6.2          224,418
Pennsylvania 9.3          475,399

Midwest 8.0%       2,305,364
Ohio 8.9          443,887
Indiana 7.0          190,013
Illinois 8.4          461,986
Michigan 8.0          358,982
Wisconsin 6.6          163,966
Minnesota 5.2          119,826
Iowa 8.4          111,153
Missouri 7.5          183,743
North Dakota 12.9            34,179
South Dakota 11.2            36,315
Nebraska 9.6            71,555
Kansas 10.7          129,760

TABLE 2
Workers within $1.00 of the federal minimum wage by state, 1999*

STATE/REGION                    Share              Number

South 10.4%        4,312,605
Delaware 6.8             22,979
Maryland 5.6           135,669
D.C. 5.8             14,150
Virginia 8.2           253,712
West Virginia 15.3           107,321
North Carolina 8.4           280,227
South Carolina 9.4           160,235
Georgia 8.3           288,579
Florida 10.0           624,196
Kentucky 10.2           167,869
Tennessee 9.5           227,791
Alabama 12.1           220,806
Mississippi 13.7           148,313
Arkansas 14.3           150,071
Louisiana 17.3           308,395
Oklahoma 13.4           186,569
Texas 11.7        1,015,724

West 7.6%        1,973,326
Montana 14.5             52,237
Idaho 11.2             58,631
Wyoming 12.0             25,302
Colorado 4.8             92,008
New Mexico 12.2             80,353
Arizona 10.1           205,010
Utah 7.2             66,727
Nevada 6.3             51,599
Washington 4.2           107,194
Oregon** 0.0                    -
California 8.6        1,185,893
Alaska 2.6               6,470
Hawaii 8.5             41,902

U.S. 8.7%       10,277,666

*See (*) below Table 1.

** Oregon’s minimum wage in 1999 was $6.50; therefore no workers in
Oregon would be affected by a $1.00 increase in the federal minimum.

Source: EPI analysis of 1999 CPS ORG data.
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TABLE 3
Parental status of workforce,
age 18-64, 1999 (in thousands)

                                                    Affected workers*                  Total workforce

Working parents with children
All      2,714 32.3%     45,454 40.2%
Married couple      1,852 22.0     37,140 32.8

Female      1,287 15.3     16,077 14.2
Male         565 6.7     21,063 18.6

Single parents         862 10.2%      8,314 7.4%
Single female         774 9.2      6,604 5.8
Single male           88 1.0      1,709 1.5

Workers without children (single individuals, childless
couples, and teenagers who are not parents)
All      5,698 67.7%     67,638 59.8%

Female      3,130 37.2     31,523 27.9
Male      2,568 30.5     36,115 31.9

Source: EPI analysis of CPS data.
* Affected by a $1 increase in federal minimum wage increase (accounting for state differences).
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Income Min. wg. gains
quintile Share of gain Share of relative to Average
(all working households) from increase income income share income

Lowest (1-20) 43.7% 7.5%                5.8  $  16,014

Second (21-40) 19.1 13.2                1.4  $  33,514

Middle (41-60) 12.0 16.7                0.7  $  51,078

Fourth (61-80) 12.3 22.4                0.6  $  72,734

Top (81-100) 12.8 40.2                0.3  $144,709

Source: Authors’ analysis of 1999 March CPS.

TABLE 4
Distribution among working households of minimum wage gains and income

shares, by fifth (1998 incomes)
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       1995-96             1995-97                 1995-98
(1) (2) (3) (4) (5) (6)

Teens

Fraction of state 0.11* 0.11* 0.16* 0.17* 0.14** 0.15**
Teens affected (0.05) (0.05) (0.08) (0.09) (0.05) (0.05)

Change in emp. rate — -0.25 — 1.25# — 0.44
All 16-64 (0.60) (0.71) (0.46)

R-squared 0.085 0.088 0.086 0.141 0.131 0.147

Less than high school (age 20-54)

Fraction of state 0.29* 0.29* 0.42** 0.41** 0.33** 0.33**
LTHS 20-54 affected (0.14) (0.14) (0.14) (0.14) (0.11) (0.11)

Change in emp. rate — 0.30 — 0.46 — 0.23
All 16-64 (0.64) (0.82) (0.62)

R-squared 0.080 0.084 0.160 0.165 0.163 0.165

TABLE 5
Card test: change in average state wage

Notes: Wage data are from the CPS ORG; employment data are from the basic monthly CPS. “Year” periods begin in October of the calendar year
indicated and run through September of the following calendar year. Weighted least squares regressions, using the number of teens or less-than-
high-school-educated adults in the corresponding state-year cell in the initial year’s ORG sample, are estimated on a sample of 51state observa-
tions including the District of Columbia. All regressions include an unrestricted constant, not shown. The mean and standard deviation of the
dependent variables for teens: 0.0523 and 0.0384 in columns (1) and (2), 0.1143 and 0.0582 in columns (3) and (4), and 0.1557 and 0.0409 in
columns (5) and (6); for less-than-high-school adults: 0.0250 and 0.0395 in columns (1) and (2), 0.0766 and 0.0682 in columns (3) and (4), and
0.1100 and 0.0532 in columns (5) and (6). Estimated standard errors in parentheses. # indicates statistical significance at the 10% level; * at the
5% level; ** at the 1% level.
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       1995-96             1995-97                 1995-98
(1) (2) (3) (4) (5) (6)

 Teens

Fraction of state -0.11** -0.10** -0.03 -0.02 -0.05 -0.03
Teens affected (0.04) (0.03) (0.04) (0.04) (0.05) (0.04)

Change in emp. rate — 1.16** — 0.95* — 1.64**

All 16-64 (0.38) (0.38) (0.40)

R-squared 0.173 0.310 0.009 0.123 0.019 0.275

Implied elasticity -1.0 -0.9 -0.2 -0.1 -0.4 -0.2
  Wage component significant? 5% 5% 5% 5% 1% 1%

Less than high school (age 20-54)

Fraction of state 0.15 0.15# -0.02 -0.06 -0.01 -0.03

LTHS 20-54 affected (0.10) (0.08) (0.08) (0.07) (0.08) (0.07)

Change in emp. rate — 1.70** — 2.22** — 1.98**

All 16-64 (0.37) (0.39) (0.39)

R-squared 0.048 0.345 0.001 0.407 0.001 0.346

Implied elasticity 0.5 0.5 0.0 -0.2 0.0 -0.1
  Wage component significant? 5% 5% 1% 1% 1% 1%

TABLE 6
Card test: change in state employment rates

Notes: See notes to Table 5. The mean and standard deviation of the dependent variables for teens: -0.0032 and 0.0276 in columns (1) and (2),
0.0122 and 0.0307 in columns (3) and (4), and 0.0125 and 0.0383 in columns (5) and (6); for less-than-high-school adults: 0.0223 and 0.0267 in
columns (1) and (2), 0.0373 and 0.0382 in columns (3) and (4), and 0.0406 and 0.0382 in columns (5) and (6). Implied elasticity is the ratio of the
coefficient of the “fraction  affected” variable in the equation in this table to the corresponding “fraction affected” variable in Table 5. The wage
component significant row gives the level of statistical significance of the coefficient on the “fraction affected” variable in Table 5 or “No” if the
coefficient is not significant.
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1994-95 1994-96 1994-97 1994-98 1995-96 1995-97 1995-98
(1) (2) (3) (4) (5) (6) (7)

Teens

Fraction of state 0.02 -0.05 0.00 -0.01 -0.11** -0.02 -0.04
Teens affected (0.03) (0.03) (0.03) (0.03) (0.04) (0.04) (0.05)

Change in 16-64 1.12** 1.47** 0.94** 1.32** — — —
Employment rate (0.40) (0.27) (0.29) (0.28)

Change in 20-64 HS+ — — — — 0.51 0.31 1.01*
Employment rate (0.50) (0.44) (0.50)

R-squared 0.150 0.409 0.184 0.312 0.191 0.019 0.096

Less than high school (age 20-54)

Fraction of state -0.01 0.12 -0.03 -0.04 0.18# -0.03 0.00
20-54 LTHS affected (0.04) (0.08) (0.06) (0.07) (0.10) (0.08) (0.08)

Change in 16-64 1.44** 1.36** 1.36** 1.39** — — —
Employment rate (0.31) (0.25) (0.31) (0.34)

Change in 20-64 HS+ — — — — 0.96# 1.28* 1.35*
Employment rate (0.55) (0.52) (0.52)

R-squared 0.314 0.396 0.284 0.254 0.106 0.112 0.121

TABLE 7
Card test: change in state employment rates, specification tests (I)

Notes: See notes to Table 5. The mean and standard deviation of the dependent variables for teens: -0.0032 and 0.0276 in columns (1) and (2),
0.0122 and 0.0307 in columns (3) and (4), and 0.0125 and 0.0383 in columns (5) and (6), for less-than-high-school adults: 0.0223 and 0.0267 in
columns (1) and (2), 0.0373 and 0.0382 in columns (3) and (4); and 0.0406 and 0.0382 in columns (5) and (6). Implied elasticity is the ratio of the
coefficient of the “fraction  affected” variable in the equation in this table to the corresponding “fraction affected” variable in Table 5.
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                                 First increase          Second increase            Full increase

1994-96 1995-96 1996-97 1996-98 1994-97 1995-97 1994-98 1995-98
(1) (2) (3) (4) (5) (6) (7) (8)

Teens

Fraction of state -0.06 -0.11** 0.13** 0.14* 0.00 -0.02 -0.01 -0.04
Teens affected (0.04) (0.04) (0.05) (0.06) (0.03) (0.04) (0.04) (0.05)

Change in 20-64 HS+ 1.03** 0.51 0.73 0.75 0.24 0.31 0.83* 1.01*

Employment rate (0.36) (0.50) (0.48) (0.49) (0.32) (0.44) (0.35) (0.50)

R-squared 0.175 0.191 0.168 0.145 0.012 0.019 0.108 0.096

Implied elasticity -0.5 -1.0 1.4 2.0 0.0 -0.1 -0.1 -0.2
   Wage significant? 1% 5% No No 1% 5% 1% 1%

Less than high school (age 20-54)

Fraction of state 0.12 0.18# -0.22* -0.13 -0.01 -0.03 -0.02 0.00
20-54 LTHS affected (0.09) (0.10) (0.10) (0.10) (0.07) (0.08) (0.08) (0.08)

Change in 20-64 HS+ 1.12** 0.96# 0.74 0.70 0.89* 1.28* 0.99* 1.35*
Employment rate (0.33) (0.56) (0.49) (0.47) (0.36) (0.52) (0.41) (0.52)

R-squared 0.205 0.106 0.121 0.070 0.115 0.112 0.109 0.121

Implied elasticity 0.3 0.6 -1.5 -0.3 0.0 -0.1 -0.1 0.0
   Wage significant? 5% 5% No 5% 5% 1% 1% 1%

TABLE 8
Card test: change in state employment rates, specification tests (II)

Notes: See notes to Table 7. The fraction affected variable refers to the base year (1994 or 1995); changes refer to the latest year minus the base
year.
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Source: Authors’ analysis.

FIGURE  5

Kaitz index coefficient and t-stat ("rolling regressions"), 1975-2000
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Minimum wage
Models coefficient t-stat

Basic model (1) -0.061 -1.63
Further seasonal controls (2) -0.024 -0.88
Annual model (3) -0.017 -0.33

Adjusting for non-stationarity
Basic model (4) -0.032 -0.85
Annual model (5) -0.001 -0.01
Structural model (6) -0.052 -1.62

TABLE 9
Results from times-series analysis: the Kaitz index coefficient,

1954:1-2000:1 (dependent variable: logged teenage employment rates)

(1) The basic model regresses log quarterly teenage employment rates on the log of the Kaitz index, the log of the adult male unemployment rate, the
fraction of 16-19 year olds who are 16 and 17, the log teenage share of the population, quarterly dummies, trend and trend squared (both of which are
interacted with the seasonal dummies, and an AR(1) term.
(2) This model removes the quarterly dummies (and their interactions) and adds in their place the set of seasonal adjusters generated by the X-12
ARIMA process (see text).

(3) This model averages each quarter’s data and runs on annual observations, 1954-99.  Relative to model (1), it omits the seasonals, the trends (which
were statisically insignificant), and adds another AR term that was necessary to “whiten” the residuals.

(4) This model uses first differences for the dependent variable, the Kaitz index, the unemployment rate, and the teenage share of the population (the
16-17 fraction of the teenage population is not differenced).  It also includes quarterly dummies and the lagged seasonal difference of the dependent
variable. See text for further discussion.

(5) The differenced version of model (3), with one AR term.

(6) This estimate is from the basic structural model as presented in Harvey (1989).  The stochastic component of the dependent variable is explicitly
modelled in this format, and the seasonal factor is allowed to be time varying (see text for further discussion).

Source: Authors’ analysis of time-series data as described in Bernstein and Schmitt (1998).
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Source: Authors’ analysis using STAMP 6.0 software.

FIGURE  6

Moving seasonality in logged, quarterly teenage employment rates, 1954:1-2000:1
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