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The Effects of Increases in the Minimum Wage

The debate over increasing the minimum wage usually includes claims about the impact of this action on
employment levels and wage levels. This report examines data and studies that compare minimum wage levels
and employment levels by state. Table 1 lists the states with minimum wage rates above the federal level.

Table 1: States with Minimum Wage Rates above the
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States with Minimum Wage at Federal Level

Unemployment Minimum Wage

Rate 1998 Change 97-98 1997 1998

Washington 4.7 0.06 $5.15 $5.15

Pennsylvania 4.4 -0.09 $5.15 $5.15

New Hampshire 2.9 0.00 $5.15 $5.15

New York 5.5 -0.11 $5.15 $5.15

Montana 5.5 0.02 $5.15 $5.15

Average 4.6 -0.02 $5.15 $5.15

Source: Bureau of Labor Statistics, "Local Area Unemployment Statistics,"

http://www.bls.gov/news.release/laus.t03.htm 

 

Additional Information

Most studies have found that the entire net effect of an increase in minimum wage results in a slight decrease in
employment. A 10 percent increase would most likely lead to only a 1 percent reduction in employment. The
more pressing issue is the matter of a livable wage. Even the state with the highest minimum wage does not meet
the criteria for a livable wage. Over 24 cities throughout the United States have enacted a livable wage
requirement, in order that people are able to meet their basic needs, such as food, shelter, heat, and clothing. This
requirement has resulted in a minor cost increase for employers and a 2.2 percent decrease in employment. For a
single person to meet his/her essential needs while living in Vermont, the person would need to make at least
$7.98 an hour, and for a family of four it would need to make at least $19.82 an hour.
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