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overview

The research is clear: Minimum wage increases are good 
for U.S. workers and the U.S. economy. This overarching 
fact is important to bear in mind when reading the recently 
released Congressional Budget Office analysis on the 
expected impacts of the raising the minimum wage.

This factsheet contextualizes the CBO report in light of 
cutting-edge econometric research on minimum wage 
increases from economists and other scholars in Equitable 
Growth’s network. The research papers cited in this 
factsheet use sophisticated research techniques that show 
past assumptions about the minimum wage are not correct. 
These newer research techniques establish causality 
by drawing on computing power, as well as previously 
unavailable detailed administrative data. 

Distribution and welfare

�� Minimum wage increases significantly lower the poverty 
rate, increase earnings for low-wage workers, and 
decrease public expenditures on welfare programs.1 

�� The earnings boost for low-wage workers from higher 
minimum wages extends beyond the immediate effect 
of the legal change and instead grows in magnitude for 
several years thereafter.2 

�� A 10 percent increase in the minimum wage increases 

wages by 1.3 percent to 2.5 percent for workers in the 
food and beverage industry, according to a study of six 
cities with especially high minimum wages.3 

�� Minimum wage increases can have some of the largest 
benefits for disadvantaged ethnic groups. The expansion 
of the federal minimum wage to cover additional 
industries in the 1966 Federal Labor Standards Act 
explained 20 percent of the reduction in the black-white 
wage gap during the Civil Rights era.4 And the poverty 
rate for black and Hispanic families would be around 
20 percent lower had the minimum wage remained at 
its 1968 inflation-adjusted level and not been allowed to 
languish and atrophy for years.5 

Jobs and employment

�� A comprehensive study of 128 prominent state-level 
minimum wage changes between 1979 and 2013 finds 
no evidence of job losses as a result of minimum wage 
increases, while confirming the positive earnings effects 
for low-wage workers as a result of these reforms.6 

�� Recent minimum wage increases in six cities did not cause 
job losses and in some cases were associated with job 
increases.7 

�� Similarly, when the federal minimum wage was expanded 
in 1966 to cover additional industries, there were no 
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significant disemployment effects for black workers in their 
study on the federal minimum wage increase in 1966.8

�� Having a lower minimum wage has not created more 
jobs for workers in the United States compared to other 
countries with similar economies such as France and 
Australia, which have higher minimum wages.9 

�� In any case, “no job losses” is the wrong standard 
for evaluating whether the minimum wage is at an 
appropriate level. Instead, policymakers should focus on 
the overall welfare of low-income families and establish 
a “minimum living wage,” given research showing large 
potential benefits from a higher minimum wage.10 

The importance of the latest research 
methodology

The empirical revolution evident in the research papers 
cited in this factsheet allow policymakers and economists 
alike to move past guesses about how individuals or 
businesses might react to policy changes involving the 
minimum wage to observe how they actually behave. Three 
key studies by leading scholars on the minimum wage that 
exemplify this new data-driven analysis are: 

�� An analysis that leverages data from 1979 to 2014 with 
several empirical strategies to confirm that minimum 
wage increases have minimal employment effects, while 
illustrating the key methodological flaws in economics 
papers alleging large employment losses11

�� A study showing that recent research on the supposed 
ill-effects of a recent minimum wage increase in Seattle 
is largely uninformative for policymaking, as it relies 
on many of the same methodological flaws as previous 
studies12 

�� An expansive study that uses several cutting-edge 
econometric methods on the most comprehensive 
dataset in the minimum wage research literature to 

substantiate large income increases and negligible 
employment costs in more than 100 state-level 
minimum wage increases in recent decades13 

Conclusion

While some states and cities have increased their minimum 
wages in recent years, the current federal minimum wage 
has been stuck at $7.25 since 2009. Recent breakthroughs in 
economic analysis prove that raising the federal minimum 
wage would decrease poverty and increase earnings for 
workers, especially for low-wage workers and people 
of color. Yet the recent analysis from the Congressional 
Budget Office unjustifiably discounts the new research, 
leading it to underestimate the benefits and overestimate 
the harms of raising the minimum wage. As federal 
legislators consider the Raise the Wage Act, a bill that would 
gradually increase the federal minimum wage t0 $15 an hour 
over the next 5 years, it is critical that they have access to 
the most cutting-edge economic evidence on which to base 
their decision.
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