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Since 1938, when the minimum wage was first introduced (at a rate of $0.25 an hour), the federal
minimum wage has increased 22 times. The minimum wage is the salary floor or the lowest
possible rate that employers can pay employees.
The most recent update to the federal minimum wage was in 2009, when it was raised to $7.25
an hour. Currently, 29 states and the District of Columbia have a higher minimum wage than the
federal rate. As of July 2019, 44 cities had also passed laws raising the minimum wage.
When the state and federal minimum wage are different amounts, employees are entitled to the
higher rate of the two. The question is whether the federal minimum wage should be raised again
– and if so, to what hourly rate?

Should the Minimum Wage Be Raised?
Opponents believe that increases to the minimum wage will place a burden on employers,
especially small companies, resulting in slower growth and decreased levels of employment.
Proponents of an increase in the rate say that the minimum wage has not kept up with inflation
and that many minimum wage workers are impoverished.
People on both sides of the issue point to economic studies and data to back up their viewpoint.
Many Americans, however, have already made up their minds on the issue: A 2019 CNBC survey
showed that 60% of respondents favored raising the federal minimum wage to $15 per hour.
Here is a summary of the pros and cons of raising the minimum wage.
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Why the Minimum Wage Should Be Raised


An increase in the minimum wage raises the standard of living for impoverished
workers.



The minimum wage hasn't kept up with inflation. As a result, the pay of many
workers, particularly those with families of three or more people, are now well below
the poverty level.



Studies show graduated increases in the minimum wage have a low impact
on unemployment.



Consumers would spend more money if they earned more money, meaning that an
increase to the minimum wage would have positive effects on the economy.



Increasing the minimum wage could help reduce gender- and race-based income
inequality.



Government expenses for social programs aimed at the poor would potentially be
reduced. This might result in slightly lower taxes for other Americans.



Slightly more revenue for the government would be generated from payroll taxes for
social security.

Why the Minimum Wage Should Not Be Raised


In companies with a fixed compensation budget, an increase to the minimum wage
could result in layoffs or slower hiring.



Employers might hire fewer workers in entry-level jobs, which might make it harder
for workers to begin their careers.



An increase to the minimum wage would provide an incentive for employers to
invest in automated processes, technology, and machinery to increase productivity
rather than human resources.



Raises the incentive for companies to outsource labor to countries where minimum
wage rates are lower.



A higher minimum wage could result in an increase of the high school dropout rate.



Prices might be increased to offset higher labor costs.



For small companies, already stressed owner/operators might take on more
responsibility.



Wages for higher paid workers might be suppressed, and salary increases might be
lower for those not impacted by a higher minimum wage.

State and Local Initiatives to Raise Minimum Wage
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Even though the federal minimum wage hasn't increased since 2009, the majority of
states have a higher minimum wage than required by the federal government. In
addition, some local municipalities have initiated minimum wage increases for their
location. For instance, San Francisco's minimum wage is higher than the state of
California's minimum wage. (And, in turn, California's minimum wage is higher than
the federal minimum wage).
Twenty-two states and the District of Columbia increased their minimum wage
during 2017, mostly due to previously passed legislation.
In 2018, the highest state minimum wage was $11.50/hour, in Washington state,
followed by Massachusetts and California at $11/hour. Many cities also increased
the minimum wage rate as well — as of Jan. 1, 2018, it was $14/hour in Seattle,
Washington (or $11.50/hour, plus at least $2.50/hour in tips and benefits) and
$15/hour in Sunnyvale, California, for instance.
As of 2019, 29 states and the District of Columbia had minimum wages set higher
than the federal mandate. Twenty-six states have changed their minimum wage
laws in the last five years.
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The smartest insight and analysis, from all perspectives, rounded up from around the web:
A Congressional Budget Office analysis released last week "makes clear that the benefits of a
$15-an-hour minimum wage would heavily outweigh the downside," said Michael Hiltzik at the
Los Angeles Times. The agency found that as many as 1.3 million people could be lifted out of
poverty if the federal minimum wage rose from $7.25 in stages over five years, boosting the
wages of 27 million Americans. The CBO said the change might also lead to the loss of 1.3
million jobs. Opponents have seized on that point, but the agency acknowledges it is
"manifestly more uncertain than most of the rest" of the analysis. This uncertainty sounds
familiar, said Noah Smith at Bloomberg. Many CBO studies rely on sifting through a large and
often contradictory body of research. The most recent studies, however, tend "to find very
small job losses from raising pay floors." In many places and industries, companies "hold wages
below what a competitive market would offer." A higher minimum could just restore the
competitive balance between workers and employers.
Tell that to the small businesses that are particularly vulnerable to cost increases, said Tiana
Lowe in the Washington Examiner. Big businesses, meanwhile, will simply automate the jobs.
"Just go to your local McDonald's and order from the kiosk to see this in action." Some
companies in places that have raised the minimum wage are already blaming wage laws for
driving them out of business, said Jeremy Hill at Bloomberg. Restaurants Unlimited, a West
Coast chain of 35 fine-dining and casual eateries, filed for bankruptcy protection last week. It
said "progressive wage laws" in Seattle, San Francisco, and Portland had inflated "wage
expenses by a total of $10.6 million" — more than the midsize chain, with total revenue of $176
million in a year, could afford.
Don't base your opinion on one example, said economists Anna Godoey and Michael Reich at
CNN. We've done the research on 51 minimum-wage increases in 45 states and found that
"higher minimum wages do not have adverse effects on employment." We also found that in
low-wage areas "where the highest proportion of workers received pay increases," there were
wage increases across the board. That matches other research that "wage increases ripple
upward," said Andrew Van Dam at The Washington Post. As much as "about 40 percent of wage
benefits go to workers who aren't directly affected" by the law. And there are other surprising
benefits: "Raising the minimum wage by 10 percent could reduce suicides by 3.6 percent
among adults with a high school degree." Another bonus: Higher minimum wages have even
been shown to cut crime, by making ex-convicts less likely to return to their old ways.

