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Minimum Wage

SUMMARY

One percent of Pennsylvania workers earn the minimum wage, an all-time low.

Gov. Josh Shapiro proposed raising the minimum wage to $15 an hour. Recent analysis by
Pennsylvania’s Independent Fiscal Office (IFO) finds a $12 minimum wage will eliminate 5,000 jobs.

There is more at stake than pay. Studies show minimum wage mandates can reduce worker hours
and benefits, resulting in net harm to workers.

Instead of wage mandates, state government can help by reducing barriers to employment like
licensing and permitting, restructuring assistance programs to reward employment, and expanding
education opportunities.

HISTORY OF MINIMUM WAGE PROPOSALS

Shapiro’s call for a $15 minimum wage is a continuation of former Governor Wolf’s proposals to raise the
wage to $12 and index it to inflation. In 2016, Wolf raised the minimum wage for most government workers
to $10.15.

HOW MANY PENNSYLVANIANS EARN THE MINIMUM WAGE?

According to 2022 U.S. Bureau of Labor Statistics, about 63,600 Pennsylvanians are earning at or
“below” the $7.25 minimum wage.! This is equivalent to 1 percent of all workers, an all-time low. The
number of “at-or-below” minimum wage workers fell by 40 percent from 2017 to 2022.

e About 17,400 Pennsylvanians earn exactly the minimum wage.

e About 46,200 Pennsylvanians earn less than the minimum wage. These are tipped workers
whose tips must bring their earnings above minimum wage.

e About 418,000 Pennsylvanians earn between the minimum wage and $12, again a decrease
from 2021.

e Another 510,000 Pennsylvanians earn between $12 and $15.

Nationally, just 1.4 percent of all wage and salary workers paid hourly earn the minimum wage, a
steading decline from 5.2 percent in 2011.
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Decline of Pa. Minimum Wage Workers

Since the last minimum wage increase, the number of minimum wage and

below (tipped) workers consistently declined in Pennsylvania.
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Source: Minimum Wage Advisory Board, “Analysis of the Pennsylvania Minimum Wage,” (Harrisburg: Minimum Wage
Advisory Board, Pennsylvania Department of Labor and Industry, March 2007-2023),
https://www.workstats.dli.pa.gov/Products/MinimumWageReports/Pages/default.aspx.

WHO MAKES THE MINIMUM WAGE?

= Minimum wage earners are more likely than the average Pennsylvania worker to be white, female,
below the age of 34 with no college experience, and unmarried.2

= Most minimum wage workers have no children (93 percent) and work part-time (70 percent).
= More than half of minimum wage earners (54 percent) live in households with total incomes above
$60,000.

WHAT IS THE IMPACT OF A MINIMUM WAGE INCREASE?

The latest IFO analysis estimates a $12 minimum wage would result in a raise of about $1,700 per year for
635,000 directly affected workers.2 This comes at a cost of 5,000 jobs.

Minimum Wage CommonwealthFoundation.org | 2



= Raising the minimum wage to $12 would also indirectly impact about 684,000 workers receiving near
minimum wages. The IFO estimates a total of 927,500 additional workers would be impacted by a
raise to $15.

= Critically, the IFO assumes workers that retain their jobs do not see a significant cut in hours. But
experience shows these workers often see dramatic reductions.

It is unclear what the state budget impact would be from these wage mandates. Wolf’'s administration
projected Medicaid savings offset by higher Children’s Health Insurance Program (CHIP) utilization and
childcare assistance subsidies.

WAGES ARE RISING FOR WORKERS

Minimum wage advocates assume the government must force businesses to offer higher wages, but post-
pandemic job shortages led to substantial wage growth in traditional minimum wage occupations.

= Median weekly earnings for all workers were 7.4 percent higher, year over year, at the end of 2022,
according to national Labor Department data. Those earnings outpaced the consumer inflation rate
of 7.1 percent in the fourth quarter, from a year earlier.4

= For workers most likely to make the minimum wage, the gains were even larger. The bottom
10th of wage earners—about $570 a week—saw their pay increase by nearly 10 percent. And
weekly pay for workers between 16 and 24 years old rose more than 10 percent.

= |n 2021, McDonald’s announced it would raise hourly wages by an average of 10 percent for more
than 36,500 workers at its company-owned stores (pushing average hourly wages to $15 by 2024).5

®  Consumer giants Amazon, Costco, and Target have all voluntarily increased wages in recent months
to meet or exceed the $15 threshold as they expand and need to staff up.6

= Both the Sheetz and Wawa convenience store chains, alongside eateries nationwide, have
announced wage increases or signing bonuses since COVID.?

RAISING THE MINIMUM WAGE CAN HARM WORKERS

A study, summarized in the Harvard Business Review, examined the impact of the minimum wage on firms’
scheduling practices in the retail industry and showed that a $1 increase in the minimum wage leads to a
27.7 percent increase in the number of workers scheduled per week, but a 20.8 percent reduction in weekly
hours per worker.8

Notably, fewer hours worked not only resulted in reduced total wage compensation but also affected
eligibility for certain fringe benefits (e.g., health insurance), a net loss for worker welfare.

A study from the Competitive Enterprise Institute details how mandated wage increases reduce other
employer-based benefits such as tips, health insurance, employee discounts, flexible hours, and tuition
assistance.®
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MINIMUM WAGE HIKES ARE SHORT-SIGHTED

State laws should bolster long-term prosperity. Raising the entry-level wage harms entry-level employees
the most—those that need the work experience to move into family-sustaining careers. Studies show there
is no link between higher minimum wages and permanent poverty alleviation.

According to an Employment Policies Institute study by economists from the University of California and the
National Bureau of Economic Research: “each $1 increase in the minimum wage has, in disadvantaged
neighborhoods over the past three decades, increased poverty rates and the receipt of public assistance by
roughly three percent.” 10

REFORMS CAN RAISE WAGES WITHOUT REDUCING JOBS OR BENEFITS

If Shapiro and policymakers are concerned about increasing wages and lifting people out of poverty, they
should pursue the following proven reforms:

= Lower the cost of doing business: From truly transparent and consistent permitting to accelerating
the reduction of the Corporate Net Income Tax (CNIT), it is possible to raise wages and increase
hiring. According to a Mercatus Center study, a one-percentage-point drop in the state CNIT would
likely increase annual economic growth by 0.1 to 0.2 percent.1"

= Reward hard work: Restructure welfare programs to encourage employment, like restoring
Employment and Training requirements in the Supplemental Nutrition Assistance Program (SNAP)
and avoid the arbitrary benefit cliffs childcare subsidies and other assistance programs that
discourage employment and trap families in poverty.12

= Lower barriers to employment: Scale back professional licensing requirements to give low-wage
earners the opportunity to increase their incomes through entrepreneurship.13

= Give kids a lifeline: Passing a Lifeline Education Opportunity Account for kids attending failing
schools gives them access to quality education. Higher academic achievement is tied to higher
lifetime incomes. 14
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