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Who Would Be Affected By a New Minimum

Wage Policy?

President Obama proposed to increase the federal
minimum wage from $7.25 to $9.00 per hour and to

index this increase to inflation.! This proposal, which was
designed to support families by promoting a living wage
for low-income workers now earning between $7.25 and
$9.00,> has received mixed feedback,’ reflecting decades
of contrasting research on the minimum wage.* Although
some research finds that increasing the minimum wage
could effectively reduce poverty and increase family
income,’ other research suggests that an increase in the
minimum wage could result in the loss of low-wage jobs,*
or that the wage increase would largely benefit nonpoor
families.” Since the President’s speech, two related legisla-
tive proposals have made it to Congress. Both of these bills
aim to raise the minimum wage to $10.10 per hour, and
both have been referred to congressional committees for
further consideration.®

What are the characteristics of workers who would be
affected by a new minimum wage policy? Because it is
unclear whether the proposed legislation will pass in its
current incarnation, this brief describes the population
who would be directly affected by the President’s pro-
posal: workers earning between $7.25 and $9.00 per hour.
Although some research has examined the characteristics
of the “minimum wage workforce” (those earning $7.25 or
less),’ there is little known about the population earning
the minimum wage or just above (between $7.25 and $9.00
per hour)." Using data from the 2010 and 2012 Annual
Social and Economic Supplement (ASEC) of the Current
Population Survey,'" this brief details the characteristics
of these potentially affected earners and compares them
with the hourly workforce more broadly, paying particular
attention to rural-urban differences (see Box 1 on page 4).

It is important to note that, in this sample, about one in
three workers who reported being paid hourly did not provide
their wage data. Because these missing data are correlated with
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Key Findings

«  Nearly 17 percent of hourly paid workers
earn between $7.25 and $9.00 per hour and
would see a pay increase under the proposed
minimum wage policy.
The increase would disproportionately benefit
women, who constitute about one-half of the
hourly workforce but 59.4 percent of workers
earning between $7.25 and $9.00 per hour
(“affected earners”) and a full two-thirds of
affected earners in rural places.
A new policy would disproportionately affect the
less educated. While only 11 percent of the hourly
workforce lacks a high school diploma, this is true
for 25 percent of affected earners in urban places
and 19 percent of those in rural places.
Half of all affected earners are either the
householder or the spouse of the householder;
the other half are offspring of the householder
over age 18 (25 percent), children under 18
(5 percent), and other related or unrelated
household members (20 percent). Nearly three
in ten affected earners (29.7 percent) are the
sole earner in their family.
About seven in ten affected earners would see
their weekly earnings rise by 10 percent or more,
with weekly pay rising an average of 14.9 percent
(or about $45) in rural places and 13.5 percent in
urban places (about $42 weekly).

several demographics (youth, nonwhite race-ethnicity, and
lower education), which, in turn, are correlated with lower
earnings,'? it is likely that this brief underestimates the preva-
lence of affected earners, especially among those populations.
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Some Characteristics OVCI'I'CPI'C sented of these potentially affected earners, including comparisons by
urbanicity. For instance, women would be disproportionately

Among Affected Earners affected by a rise in the minimum wage; women comprise 50.7
percent of the hourly workforce but 59.4 percent of those who

Nationwide, 16.5 percent of all hourly workers would be would be affected by a wage increase (Table 1). This disparity

affected by raising the minimum wage from $7.25 per hour to is even more dramatic in rural places, where women make up

$9.00 per hour. Table 1 details the demographic characteristics ~ two-thirds of affected earners.

TABLE 1. DEMOGRAPHIC COMPOSITION OF THE AFFECTED EARNER WORKFORCE AND THE HOURLY PAID WORKFORCE
BY PLACE TYPE

All Places Utban Rural
All Hourly All Hourly All Hourly
Paid Affected Paid Affected Paid Affected
Wortkets Eatrners Wortkets Eatnets Wotkers Earners
Percent Affected 16.5 - 16.2 - 17.5 -
Place Type
Utrban 83.0 81.9 - - - -
Rural 17.0 18.1 - - - -
Sex
Male 493 40.6 * 49.5 424 * 483 33,6 *
Female 50.7 594 * 50.5 57.6 * 51.7 66.4 *
Age
15-17 1.3 55 * 1.3 55 * 1.2 48 *
18-22 12.0 30.2 * 11.9 304 * 12.3 299 *
23-34 27.8 279 * 28.6 28.1 23.7 26.8
35-44 174 10.1 * 17.7 10.4 * 15.8 8.5 *
45-54 20.8 11.7 * 20.6 11.5 * 224 129 *
55-64 16.2 99 = 15.6 93 * 19.1 125 *
65+ 45 4.7 4.3 4.8 5.6 4.6
Race
White (non-Hispanic) 71.5 634 * 68.5 60.5 * 85.8 76.5 *
Black (non-Hispanic) 10.2 12.8 * 111 13.4 * 5.6 93 *
Other/Muld (non-Hispanic) 5.2 5.0 5.5 49 35 58 *
Hispanic 13.2 18.8 * 14.9 21.2%* 5.0 8.5 *
Education
Less than high school 11.0 241 * 11.1 249 * 10.2 19.3 *
High school graduate 355 34.2 33.7 32.6 44.1 41.7
Some college 353 34.2 35.3 34.5 35.8 33.6
College graduate 18.2 75 * 19.9 8.0 * 10.0 54 %
Marital Status
Martied 46.0 27.8 * 44.7 26.6 * 52.2 33,0 *
Previously married 16.7 13.8 * 16.6 134 * 17.8 16.2 *
Never married 37.3 58.4 * 38.8 60.0 * 30.1 50.8 *

Note: All data are weighted. Asterisks (¥) represent a statistically significant over- or under-representation of each demographic characteristic among affected earners, as compared with
the hourly workforce as a whole.
Source: Current Population Survey, Annual Social and Economic Supplement, 2010 & 2012
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Younger workers are also disproportionately likely to
benefit from the increase. For example, workers aged 18-22
account for more than 30 percent of all affected earners, even
though this age group makes up just 12 percent of the hourly
workforce. Meanwhile, fewer than 12 percent of potentially
affected earners are aged 45-54, although these workers make
up 20.8 percent of the hourly workforce. Finally, 5.5 percent
of affected earners are under age 18, higher than their 1.3
percent share of the hourly workforce.

Nonwhite workers are considerably more likely to ben-
efit from the increase than are their white counterparts. For
example, non-Hispanic black workers make up 13.4 percent
of affected earners in urban places but just 11 percent of the
hourly workforce there. In rural places, this relationship is
even more pronounced, as 9.3 percent of affected earners
are non-Hispanic black, although they account for only 5.6
percent of the rural hourly workforce.

While most affected earners have at least a high school
diploma, those without a diploma are overrepresented when
compared with the hourly workforce as a whole. Specifically,
workers without a high school diploma make up one-fourth
of affected earners in urban places and one-fifth in rural
places. This means that the majority of affected earners (75.9
percent nationwide) have at least a high school diploma,
and 7.5 percent have a four-year college degree or more (see
Table 1). However, in the hourly workforce, nearly 90 per-
cent of workers have a high school diploma and 18.2 percent
have a four-year degree or more.

Affected earners are most likely to be never married (rather
than previously married), with 60 percent of urban affected
earners and 50.8 percent of rural affected earners in this
group. This is an overrepresentation, as never-married work-
ers make up just 38.8 percent and 30.1 percent of the urban
and rural hourly workforces, respectively, and is related in
large part to the youth of affected earners. Meanwhile, mar-
ried workers account for 33 percent of rural affected earners,
although they account for more than half of the hourly work-
force there. Similar patterns exist within urban areas, with
44.7 percent of the hourly workforce reporting being married
and 26.6 percent of affected earners reporting the same.

Affected Earners Are Breadwinners

As shown in Figure 1, a large proportion of affected earn-

ers are householders (that is, the person in whose name the
house is rented or owned)" or the spouses of householders.
This proportion is higher in rural places, where 56.1 percent
of affected earners are the householder or spouse. The
remainder of affected earners are offspring of the house-
holder over age 18 (about 25 percent), offspring under age 18
(about 5 percent), and other relatives or nonrelatives of the
householder (about 20 percent).'*

The majority of affected earners do not live with someone
else who would be directly affected by the wage increase, and
this is even more likely to be true for rural workers (6 percent
of rural affected earners live with another affected earner ver-
sus 12.2 percent of urban affected earners). However, in both
places, about three in ten affected earners are the sole earners
in their family, and more than 30 percent of affected earners
have children (see Figure 1). Thus, though not a family-level
policy, it is clear that a wage increase would have implications
for workers families more broadly.

FIGURE 1. PERCENT OF AFFECTED EARNERS WHO...
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Note: Asterisks denote statistically significant differences between urban and rural places
(p<0.05). The characteristic “sole earner in their family” refers only to affected earners
who live with at least one other person.

Source: Current Population Survey, Annual Social and Economic Supplement, 2010 & 2012

Finally, of affected earners in both urban and rural places,
about seven in ten would see their weekly earnings rise by 10
percent or more, assuming a 40-hour workweek (see Figure
1). Those in rural places would see a slightly larger increase,
with weekly pay rising by an average of 14.9 percent (or about
$45), compared with an average increase of 13.5 percent in
urban places (about $42 weekly).

Policy Implications

On March 5, 2013, Senator Tom Harkin introduced the Fair
Minimum Wage Act (S. 460) to incrementally increase the
federal minimum wage to $10.10 per hour,"” and thereafter
index it to inflation, and on March 6, Representative George
Miller introduced companion legislation in the House (H.R.
1010). Both bills have been referred to congressional com-
mittees and are awaiting further review.'s On March 15, 2013,
House Republicans voted against a proposal to increase the
federal minimum wage to $10.10 per hour as an amendment to
an act designed to consolidate federal job training programs."”
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Given the current focus on the federal deficit and the limited
resources available for direct federal investment in low-income
families, raising the minimum wage is one way that Congress
might promote stability for those at the bottom end of the
wage scale, without relying on federal funds or facing a choice
between cutting other programs and increasing the deficit. Of
course, to minimize potentially negative employment effects,
any minimum wage legislation should be crafted with careful
consideration of the implications that an increase may have for
firms employing hourly workers. In any case, having an under-
standing of who these workers are—disproportionately young,
female, nonwhite, never married, and less educated—and how
their wages fit into the broader context of their families’ lives
can help to inform these policy decisions.

Box 1: Definition of the Terms Rural and Urban

Definitions of rural and urban vary among researchers
and the sources of data they use. Data for this brief come
from the Current Population Survey, which indicates
whether or not each household is located in a metropoli-
tan area. The Office of Management and Budget defines

a metropolitan area as: (1) a central county (or counties)
containing at least one urbanized area with a population of
at least 50,000 people, and (2) the counties that are socially
and economically integrated with the urbanized area, as
measured by commuting patterns. In this brief, urban
refers to such metropolitan places, and rural refers to non-
metropolitan places outside these boundaries.

Data

This analysis is based on U.S. Census Bureau estimates from
the 2010 and 2012 Annual Social and Economic Supplement
(ASEC) of the Current Population Survey. These noncon-
secutive survey years were selected in order to maximize the
sample size of this project while avoiding the issue of duplicate
respondents in consecutive years (up to half of 2012 ASEC
respondents also appear in the 2011 ASEC), a strategy that
was recommended by the Demographic Surveys Division at
the U.S. Census Bureau. Of course, it is possible that the post-
recession climate of 2010 had a unique impact on the labor
market at that time and that these results may differ slightly
from those drawn from a smaller sample that pools 2011 and
2012 data; however, additional analyses using 2012 data alone
(not shown) vary little from those shown here in the brief
(patterns are identical, though some small shifts in percent-
ages are revealed), and about 16 percent of hourly earners are

affected regardless of the data set used. These estimates are
meant to give perspective on the characteristics of potentially
affected earners; however, because they are based on survey
data, one should use caution when comparing across catego-
ries, as the margins of error may place seemingly disparate
estimates within reasonable sampling error. All differences
highlighted in this brief are statistically significant (p<0.05).
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