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An Economic Success Story:

 Job Growth and Poverty Reduction in States that have 

Raised the Minimum Wage

Fourteen states, and the District of Columbia, have raised their minimum wage above the federal  minimum.
  New Mexico will decide whether to raise its minimum wage in the 2006 legislative session.  This analysis by New Mexico Voices for Children’s Fiscal Policy Project looks at the impact on economic growth in states that have raised their minimum wage.  The impact of the increase in Santa Fe’s minimum wage on that local economy is also examined.

The combination of inflation and government inaction has pushed down the purchasing power of a minimum wage to its lowest point in three decades…

The last increase in the federal minimum wage was in 1997.  Since then, about 20% of the value of the minimum wage has been lost.  A full-time minimum wage worker has lost $1,913 each year as a result.  

…forcing states to take action …
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In response to inaction at the federal level, states have taken action to improve wages.  Since the federal minimum wage was last raised, 14 states and the District of Columbia have set a minimum wage above the federal level.  Washington and Oregon have indexed their minimum wage to keep pace with annual increases in the cost of living.

Job growth steady in states with increased minimum wage …

Increasing the state minimum wage has not affected the job growth rate within a state.  The vast majority of the states that have increased their minimum wage show steady job growth between March 2002 and March 2005.
  (See Table 1). 

 Even within the employment sector most affected by raising the minimum wage – retail trade – job growth rates continue consistent with the state’s overall job growth pattern. (See Table 2).

Based on the experience of other states, an increase in New Mexico’s minimum wage to $7.50 would not result in job losses.   

Job Growth after Santa Fe’s Wage Increase …

Job growth in Santa Fe has accelerated to nearly 3% per year since the minimum wage was increased to $8.50 an hour a year ago: a rate not seen since the first half of the 1990s.  The hospitality and food service sector has regained its health after the doldrums of the 2001-2004 period, even with an increased minimum wage.
Increasing the minimum wage decreases poverty in states …

A large percentage (40%) of states that have not raised their minimum wage above the federal level have a poverty level above the national average.  (See Table 3)  Conversely, states that have raised their minimum wage tend to have poverty rates below, or near, the national rate. (See Table 4)

The minimum wage is crucial for New Mexico because such a large portion of our workforce earn the minimum wage

The portion of New Mexico’s hourly workforce that is paid the current minimum wage ($5.15) is more than twice the national average.  Almost 6% of New Mexicans earn the minimum wage, compared to the national average of approximately 3%.

Table 1

Overall employment growth comparison in states with and without higher minimum wages


MW: States with minimum wage higher than federal rate
	
	March Total Employment
	

	
	State
	2002
	2005
	Percent change

	
	Alabama
	1882.6
	1921.4
	2.06%

	MW
	Alaska
	283.5
	294.8
	3.99%

	
	Arizona
	2268.3
	2449.2
	7.98%

	
	Arkansas
	1144.1
	1166.9
	1.99%

	MW
	California
	14459.1
	14668.5
	1.45%

	
	Colorado
	2171.3
	2203.8
	1.50%

	MW
	Connecticut
	1657.5
	1650.5
	-0.42%

	MW
	Delaware
	407.9
	426.6
	4.58%

	MW
	Washington, D.C.
	660.3
	674.8
	2.20%

	
	Florida
	7217.4
	7728.1
	7.08%

	
	Georgia
	3860.3
	3893.4
	0.86%

	MW
	Hawaii
	554.0
	594.4
	7.29%

	
	Idaho
	553.8
	588.7
	6.30%

	MW
	Illinois
	5819.3
	5760.4
	-1.01%

	
	Indiana
	2865.1
	2947.4
	2.87%

	
	Iowa
	1429.7
	1446.9
	1.20%

	
	Kansas
	1330.6
	1333.9
	0.25%

	
	Kentucky
	1774.7
	1797.4
	1.28%

	
	Louisiana
	1893.1
	1928.7
	1.88%

	MW
	Maine
	588.9
	599.3
	1.77%

	
	Maryland
	2462.2
	2530.2
	2.76%

	MW
	Massachusetts
	3220.7
	3155.5
	-2.02%

	
	Michigan
	4427.5
	4322.1
	-2.38%

	
	Minnesota
	2617.1
	2660.4
	1.65%

	
	Mississippi
	1120.3
	1131.7
	1.02%

	
	Missouri
	2690.7
	2698.1
	0.28%

	
	Montana
	385.6
	407.8
	5.76%

	
	Nebraska
	905.2
	927.0
	2.41%

	
	Nevada
	1037.4
	1197.9
	15.47%

	
	New Hampshire
	610.7
	625.2
	2.37%

	
	New Jersey
	3968.8
	3998.5
	0.75%

	
	New Mexico
	760.9
	798.5
	4.94%

	
	New York
	8392.3
	8424.0
	0.38%

	
	North Carolina
	3828.4
	3840.1
	0.31%

	
	North Dakota
	323.9
	337.7
	4.26%

	
	Ohio
	5398.0
	5365.2
	-0.61%

	
	Oklahoma
	1487.6
	1487.6
	0.00%

	MW
	Oregon
	1554.6
	1621.2
	4.28%

	
	Pennsylvania
	5613.8
	5640.2
	0.47%

	MW
	Rhode Island
	471.4
	484.4
	2.76%

	
	South Carolina
	1794.8
	1814.0
	1.07%
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	South Dakota
	367.3
	380.8
	3.68%

	
	Tennessee
	2643.7
	2706.2
	2.36%

	
	Texas
	9417.4
	9555.5
	1.47%

	
	Utah
	1065.7
	1126.5
	5.71%

	MW
	Vermont
	299.1
	305.8
	2.24%

	
	Virginia
	3472.7
	3612.6
	4.03%

	MW
	Washington
	2623.0
	2715.0
	3.51%

	
	West Virginia
	727.5
	733.9
	0.88%

	
	Wisconsin
	2735.9
	2776.1
	1.47%

	
	Wyoming
	240.2
	252.3
	5.04%

	
	
	
	
	

	Source: Current Employment Survey, US Bureau of Labor Statistics, US


Table 2

Retail employment growth comparison in states with and without higher minimum wages

MW: States with minimum wage higher than federal rate

	
	March employment
	

	
	State
	2002
	2005
	Percent change

	
	Alabama
	227.3
	233.4
	2.68%

	MW 
	Alaska
	32.2
	33.6
	4.35%

	
	Arizona
	267
	300
	12.36%

	
	Arkansas
	129.1
	130.2
	0.85%

	MW  
	California
	1557.5
	1598.7
	2.65%

	
	Colorado
	237.6
	241.9
	1.81%

	MW
	Connecticut
	191.1
	193.1
	1.05%

	MW 
	Delaware
	49.3
	51.7
	4.87%

	MW 
	Washington, D.C.
	17
	17.4
	2.35%

	
	Florida
	923.6
	959.4
	3.88%

	
	Georgia
	447.9
	430.9
	-3.80%

	MW 
	Hawaii
	62.9
	67.7
	7.63%

	
	Idaho
	70.3
	71.9
	2.28%

	MW 
	Illinois
	620.3
	610.5
	-1.58%

	
	Indiana
	335.8
	326.4
	-2.80%

	
	Iowa
	179.2
	177
	-1.23%

	
	Kansas 
	150.9
	145
	-3.91%

	
	Kentucky
	210.6
	206.9
	-1.76%

	
	Louisiana
	224.8
	223.4
	-0.62%

	MW 
	Maine
	81.9
	83.8
	2.32%

	
	Maryland
	291.3
	295.1
	1.30%

	MW 
	Massachusetts
	347.8
	346.8
	-0.29%

	
	Michigan
	519.5
	500.9
	-3.58%

	
	Minnesota
	295.8
	295.4
	-0.14%

	
	Mississippi
	138.9
	137.5
	-1.01%

	
	Missouri
	307.3
	307.1
	-0.07%

	
	Montana
	51.9
	53.6
	3.28%

	
	Nebraska
	106.1
	107.5
	1.32%

	
	Nevada
	111.1
	126.6
	13.95%

	
	New Hampshire
	92.5
	95.4
	3.14%

	
	New Jersey
	455.7
	469
	2.92%

	
	New Mexico
	88.2
	91.1
	3.29%

	
	New York
	837.7
	853.5
	1.89%

	
	North Carolina
	431.8
	422.6
	-2.13%

	
	North Dakota
	39.8
	41.3
	3.77%

	
	Ohio
	630.3
	603.7
	-4.22%

	
	Oklahoma
	172.2
	168.1
	-2.38%

	MW 
	Oregon
	180.5
	188.8
	4.60%

	
	Pennsylvania
	655.4
	654.8
	-0.09%

	MW
	Rhode Island
	51
	51
	0.00%

	
	South Carolina
	221.4
	229.1
	3.48%
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	South Dakota
	46.1
	48.2
	4.56%

	
	Tennessee
	307.5
	319.1
	3.77%

	
	Texas
	1088.5
	1079
	-0.87%

	
	Utah
	127.5
	132.6
	4.00%

	MW 
	Vermont
	39.3
	39.2
	-0.25%

	
	Virginia
	396.1
	411.5
	3.89%

	MW 
	Washington
	41
	42.8
	4.39%

	
	West Virginia
	86.9
	87.1
	0.23%

	
	Wisconsin
	311.3
	308.3
	-0.96%

	
	Wyoming
	28.7
	28.9
	0.70%

	
	
	
	
	

	Source: US Department of Labor - Bureau of Labor Statistics



Table 3

Poverty levels in states with minimum wages at the U.S. level in 2004

	State
	Percent in Poverty 
	State
	Percent in Poverty 

	Alabama
	15.1
	Nevada
	9.0

	Arizona
	13.9
	New Hampshire
	6.0

	Arkansas
	18.5
	New Jersey
	8.2

	Colorado
	9.4
	New Mexico
	18

	Florida
	12.7
	New York
	14.2

	Georgia
	12
	North Carolina
	14.2

	Idaho
	11
	North Dakota
	11.7

	Indiana
	9.2
	Ohio
	10.4

	Iowa
	8.5
	Oklahoma
	14

	Kansas
	10.3
	Oregon
	11.7

	Kentucky
	13.7
	Pennsylvania
	9.9

	Louisiana
	16.9
	South Carolina
	14.0

	Maryland
	7.7
	South Dakota
	10.9

	Michigan
	10.8
	Tennessee
	14.3

	Minnesota
	7.1
	Texas
	15.8

	Mississippi
	17.9
	Utah
	9.8

	Missouri
	10.1
	Virginia
	9.3

	Montana
	14
	West Virginia
	16.9

	Nebraska
	9.9
	Wisconsin
	8.8

	
	Wyoming
	9.1

	Source: U.S. Census Bureau, Current Population Survey 2004


Table 4

Poverty levels in states with minimum wages higher than U.S. in 2004 *

	State 
	Minimum Wage
	Poverty Rate

	Alaska
	7.15
	12.1%

	California
	6.75
	12.9

	Connecticut
	7.10
	  7.9

	Delaware
	6.15
	  7.7

	Washington, D.C.
	6.15 
	17.3

	Hawaii
	6.25
	10.7

	Illinois
	5.50 ($6.50 - 2005)
	11.8

	Maine
	6.25
	11.8

	Massachusetts
	6.75
	  9.7

	Oregon
	7.05 indexed
	11.7

	Rhode Island
	6.75
	10.7

	Vermont
	6.75 ($7.00 - 2005 )
	  9.4

	Washington
	7.16 indexed
	11.4

	
	
	

	United States
	$5.15
	12.1%

	
	
	

	* Does not include Nevada and Florida, which increased their respective minimum wage rates in 2005, for which poverty rates are unavailable.  

	

	Source: U.S. Department of Labor














aking a closer look at Tax and Budget & Wage Policies affecting New Mexico’s Quality of Life
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� Alaska, California, Connecticut, Delaware, Florida, Hawaii, Illinois, Maine, Massachusetts, Nevada, Oregon, Rhode Island, Vermont, and Washington.


� Current Employment Survey conducted by the U.S. Bureau of Labor Statistics.


� Other states with a higher-than-average portion of minimum wage workers include Louisiana (5%), Oklahoma (close to 5%), Texas (almost 4%); Colorado (close to 4%), Arizona (about 3%) and Utah (almost 3%).
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