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Commentary
Families Don't Depend on the Minimum Wage 

The data are clear: In most cases minimum-wage earnings are only a small fraction of family income
By BRADLEY SCHILLER 
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The minimum wage is likely to be a hot-button issue in the 2012 presidential campaign. 

Last month, MIT professor Paul Osterman wrote in the New York Times that 20% of American adults are employed at "poverty-level wages." He said minimum wages should be raised if the economy is to grow and prosper (the federal minimum wage is currently $7.25, but it is as high as $8.67 in Washington state). Similarly, CNN.com and the Washington Post ran pieces recently on the importance of raising the minimum wage to get more cash to the working poor.

We do have serious poverty in our economy, even more so in this lingering recession. And everyone favors the rising real wages and living standards that come with productivity advance and economic growth. But advocates of a higher minimum wage put the cart before the horse. A growing economy generates good jobs; higher wages don't grow the economy. And the overwhelming evidence is that higher minimum wages reduce the availability of jobs at the lowest end of the job market. 

Consider that the official poverty threshold of $22,000 per year for a family of four implies a "poverty" wage of $11 an hour. This is the target minimum wage Mr. Osterman advocates in his book "Good Jobs America: Making Work Better for Everyone." The flaw here is the implicit assumption that all minimum-wage workers not only have families to support, but do so single-handedly. That is clearly not the case for the million teenagers who are paid at or below the minimum wage.

Very few families depend on the earnings from a single minimum-wage job for their economic support. This is the conclusion of a study I helped conduct this year for the Employment Policies Institute.

The study used the National Longitudinal Survey of Youth to track the wages and finances of families over time. From the survey's 31-year history, we pulled data for the years 1998-2006, a nine-year period when the federal minimum wage was $5.15. We then searched for every adult aged 33-50 who held a minimum-wage job at any time during those years. One out of four adults held a minimum-wage job at least once during those nine years.

One of the striking findings was that most adults who worked at the minimum wage did so for a relatively short time: Over 70% of them had no further minimum-wage job after two years. Almost all them held higher-paying jobs at some point, including ones they held while working at another that paid a minimum wage.

The family status of these adults is critical to the debate about "good jobs for everyone." In 1998, 30% of adult minimum-wage workers in the survey were single parents (mostly female) and another 23% were married with children still at home. These are the two demographic groups that are of greatest concern in the debate over income dependence. The rest of the adult minimum-wage workers were married without kids at home (22%) or single (25%).

Single parents are clearly the most vulnerable. Every year the Census counts millions of them, many working at minimum-wage jobs. But it is important to recognize that these are not the same single parents every year. Three out of four of the single parents working for the minimum wage in 1998 were no longer single parents in 2006. They moved in and out of two-parent households frequently.

If we focus on two-parent families in which one parent holds a minimum-wage job, the obvious question is whether the spouse also works. The survey data reveal that the answer is overwhelmingly "yes": Nine out of 10 married-with-children minimum-wage workers have a working spouse. Even more revealing is how much income that spouse earns: 40% of those spouses earn more than $40,000 a year. Another 27% report spousal earnings of $20,000-$40,000.

None of these households is in poverty. Nor is their economic well-being dependent on the minimum wage. In only 15% of these households are the earnings of both the minimum-wage worker and the spouse less than $10,000 apiece. (The federal poverty line for families with two children averaged around $17,000 during this period.) The minimum wage accounts for less than 20% of total family income in more than 75% of the families in which one spouse works for minimum wage.

The long-term survey data are clear: Family dependence on minimum wages is the exception rather than the rule. In most cases, minimum-wage earnings of adult workers are a small fraction of family income. Hiking the minimum wage as a way to achieve "poverty-level" incomes is both misguided and inefficient.
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