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Raising the Minimum Wage:
Good for Working Families, Good for Michigan’s Economy

A

modest increase in the state minimum wage would
boost the incomes of nearly 1 million Michigan
workers, allow them and their families to aﬀord the basic
necessi es, raise many struggling households above the
federal poverty line, and increase economic ac vity in the
state. Indexing the minimum wage to infla on would
protect its value from being eroded and prevent hard‐
working families from falling into poverty as costs of living
increase over me.
At a me when Michigan is s ll struggling to regain its
economic health a er over a decade of decline, this is a
simple measure that the Legislature can adopt to reduce
the state’s poverty rate, decrease reliance on state
assistance, and boost local economies.

THE VALUE OF THE MINIMUM WAGE HAS
DECLINED

which made the la er the applicable minimum wage in
Michigan.
Since 1968, the real value of the minimum wage has
dropped by 31%, despite nominal increases from the mid‐
1970s to 2008. If no steps are taken to increase and pro‐
tect the value of the minimum wage, by 2024 its real
value will be just $5.81 in 2013 dollars, an addi onal drop
of 15%.
For many low‐income families, the diminishing real value
of the minimum wage has meant having to raise their
children in poverty. As Figure 2 illustrates, with a strong
minimum wage in 1968, many low‐income families were
able to raise their children in rela ve economic security,
since annual minimum wage earnings were enough to
keep two‐ and three‐person families above the poverty
FIGURE 1

When the prices of goods and services increase but wages
stagnate, the budgets of many households – par cularly
low‐income families – shrink and parents find themselves
increasingly unable to provide their children even with
basic necessi es, such as food, clothes and shelter. This
has been the case with the minimum wage since the early
1970s, when the purchasing power of the minimum wage
began to decline a er reaching a peak in 1968 (Figure 1).
At that me the federal minimum wage was $1.60, but
was worth the equivalent of $10.71 in 2013 dollars.
In this sec on of the report, both the federal and state
minimum wages are used for the historical analysis. This
is because, in general, the greater of the two wages
automa cally becomes the applicable minimum wage. In
1968, for example, the Michigan minimum wage was
$1.25, while the federal prevailing wage was $1.60 –

The Real Value of the Minimum Wage Dropped by 31%

Source: Fair Labor Standards Act and amendments
Prepared by Michigan League for Public Policy.
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FIGURE 2

Minimum Wage Earnings Relative to Poverty Levels
for Two‐ and Three‐Person Families (1961‐2013)

WHO ARE THE MINIMUM‐WAGE
WORKERS?
Contrary to common assump ons, a majority of the
state’s workers who would benefit from an increase in the
minimum wage are not suburban teenagers without
family responsibili es. Rather, they are adults who work
at least 20 hours per week and contribute a significant
amount to their household’s total income. An overwhelm‐
ing majority of these workers have at least a high school
diploma, and a significant number of them are also
parents.

Sources: Fair Labor Standards Act and amendments, and 2012 Census Bureau Poverty
Thresholds
Prepared by Michigan League for Public Policy

threshold ($16,057 for a family of two and $18,769 for a
family of three in 2013 dollars).
Unfortunately, this is no longer the case. The drop in the
real value of the minimum wage has made it diﬃcult for
many families to avoid poverty. Since 1984, real annual
minimum wage earnings have not been high enough to
raise a two‐person family above the poverty threshold –
with the excep on of a brief period from 2006 to 2010,
when a combina on of incremental nominal increases to
$7.40 per hour, and low rates of infla on kept the
minimum wage from losing too much of its value.
Front‐line (nonmanagerial) fast food workers are par cu‐
larly aﬀected by the diminishing value of the minimum
wage, since they are generally compensated at or just
above the minimum wage. These workers also receive few
if any employment benefits and are more likely to work
less than 40 hours due to management scheduling prefer‐
ences. As a result, they are more likely to live in or near
poverty and to rely on public assistance than other
workers. A recent study found that the families of fast
food workers are more than twice as likely (52%) to be
enrolled in one or more safety net programs than the
workforce as a whole (25%). In Michigan, the total cost of
these workers’ par cipa on in public assistance is $251
million, which includes $95 million in adult Medicaid, $45
million in child Medicaid or Children’s Health Insurance
Program, and $50 million in food stamps.1
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The analysis in this sec on is based on a minimum wage
increase to $10.10 per hour, as proposed by U.S. Sen. Tom
Harkin, D‐IA, and U.S. Rep. George Miller, D‐CA, in the Fair
Minimum Wage Act of 2013. In Michigan, similar
legisla on has been proposed by state Sen. Bert Johnson
(SB 203) and state Rep. Rashida Tlaib (HB 4554), which
would raise the state’s minimum wage to a slightly lower
rate of $10 per hour by 2016, and which would be indexed
to infla on therea er.

Low‐Wage Men and Women
The state’s iden fiable wage‐earning workforce is com‐
posed of slightly more men (52%) than women (48%).
Although raising the minimum wage would boost the
incomes of 940,000 low‐wage workers of both genders,
more women (53%) than men (47%) in the state would
benefit (Figure 3), including 345,000 women who would
FIGURE 3

More Women Than Men Would Benefit
from an Increase in the Minimum Wage

Percentage of
aﬀected workers
Percentage of
total workforce

Female

Male

Source: Economic Policy Ins tute's analysis of Sen. Tom Harkin and Rep. George Miller's
minimum wage proposal, using Current Popula on Survey Outgoing Rota on Group
microdata
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FIGURE 4

Most Workers Affected by an Increase
in the Minimum Wage Are Adults

20+ years old

< 20 years old

Most Aﬀected Workers Work
At Least 20 Hours Per Week

Part Time
(< 20 hours)

Mid Time
(20‐34 hours)

Full Time
(35+ hours)

Source: Economic Policy Ins tute's analysis of Sen. Tom Harkin and Rep. George Miller's
minimum wage proposal, using Current Popula on Survey Outgoing Rota on Group
microdata
Prepared by Michigan League for Public Policy

Source: Economic Policy Ins tute's analysis of Sen. Tom Harkin and Rep. George Miller's
minimum wage proposal, using Current Popula on Survey Outgoing Rota on Group
microdata
Prepared by Michigan League for Public Policy

be directly aﬀected and an addi onal 151,000 who would
be indirectly aﬀected.

between 20 and 34 weekly hours, and another 43% work‐
ing full‐ me (Figure 5).

Directly aﬀected workers are those who currently earn
between the state’s minimum wage, and the new mini‐
mum wage of $10.10 per hour. Wages for these workers
would rise when the new minimum wage rate exceeds
their current wages. Indirectly aﬀected workers are those
who earn an hourly wage just above the new minimum
wage – that is, a wage between the new minimum wage
($10.10) and the new minimum wage plus $2.70.

It is worth no ng that, whether minimum wage workers
are adults or teens, part me or full me, they all contri‐
bute to the economy and deserve to be paid a fair wage.

Raising the minimum wage to $10.10 would boost men’s
nominal wages more than women’s – $2,400 on average
in addi onal annual compensa on for men, and $2,100
addi onal for women, a diﬀerence of almost 13%.

Low‐ and Moderate‐Income Parents
A significant number of children (15% of the total child
popula on in Michigan) depend on the earnings of their
low‐wage parents. Low‐wage parents account for 20% of
FIGURE 6

Most Affected Families Have
Low to Moderate Household Incomes

Adults Who Work at Least 20 hours Per Week
Workers benefi ng from an increase in the minimum
wage are more likely to be older and have greater family
responsibili es than commonly assumed. This contradicts
minimum wage cri cs’ claims that most workers earning
these wages are middle‐class teenagers who do not have
families to support and who work for spending money.2
In Michigan, an overwhelming majority (87%) of workers
who would be aﬀected by an increase in the minimum
wage are 20 years of age or older (Figure 4), including
542,000 who would be directly aﬀected, and 277,000 who
would be indirectly aﬀected. A similar share (83%) also
work at least 20 hours per week, with 40% working
MICHIGAN LEAGUE FOR PUBLIC POLICY | FEBRUARY 2014

Source: Economic Policy Ins tute's analysis of Sen. Tom Harkin and Rep. George Miller's
minimum wage proposal, using Current Popula on Survey Outgoing Rota on Group
microdata
Prepared by Michigan League for Public Policy
*Numbers may not add up due to rounding.
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FIGURE 7

the workers who would be aﬀected by a raise in the
minimum wage. These parents contribute, on average,
59% of their families’ annual income.

Most Affected Workers Have
High School Diplomas or Higher

The incomes of families who would benefit from an
increase in the minimum wage are generally low or
moderate (Figure 6). A strong plurality of these families
(64%) have household incomes of less than $60,000,
including 24% whose total household income is less than
$20,000, and 25% whose income is between $20,000 and
$40,000.
If the minimum wage is raised to $10.10 per hour, the
wages of aﬀected parents would increase by $2,500
annually, on average. A raise in the minimum wage would
not only help many families escape or avoid poverty, but
could also significantly boost their children’s academic
performance and future adult earnings. A 2011 study
suggests that for every $1,000 (in 2001 dollars) in addi‐
onal annual income, there is a modest, but sta s cally
significant, increase in young children’s academic achieve‐
ment.3 In fact, in a related study, researchers found that
an addi onal $3,000 in household income (in 2005
dollars) during a child’s early years was shown to increase
a child’s academic performance by the equivalent of two
extra months of school.4

Workers with at Least a High School Diploma
In Michigan, the overwhelming majority of aﬀected low‐
wage workers have at least a high school diploma
(Figure 7). Of the workers who would benefit from a raise
in the minimum wage, 86% have graduated high school.
Of these, 35% have only a high school diploma, 42% have
a ended college but have not earned a degree or have
only earned an associate’s degree, and 9% have earned a
bachelor’s degree or higher.
Only 14% of minimum wage workers have less than a high
school educa on.

JOB CREATION AND OTHER BENEFITS OF
RAISING THE MINIMUM WAGE
It may seem intui ve to assume that raising the minimum
wage would have a nega ve eﬀect on jobs. However, a
number of well‐regarded studies suggest that raising the
minimum wage has li le to no nega ve employment
eﬀect, overall.5 In fact, raising the minimum wage would
result in posi ve outcomes for the state, such as the
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Source: Economic Policy Ins tute's analysis of Sen. Tom Harkin and Rep. George Miller's
minimum wage proposal, using Current Popula on Survey Outgoing Rota on Group
microdata
Prepared by Michigan League for Public Policy

crea on of thousands of full‐ me jobs,6 modest but
significant increased earnings for low‐income workers,
and increased economic ac vity in the state.
According to one study – which analyzed restaurant
employment data for every economic quarter between
1990 and 2006 for 1,381 coun es in the country – an
increase in the minimum wage did not lead to employ‐
ment losses and did not have a large impact on hours.
They did find, however, that raising the minimum wage
had a posi ve impact on earnings.7 Subsequent studies
corroborate these findings, including one that found no
sta s cally significant nega ve eﬀects on employment or
hours.
Another study suggests an explana on for the lack of
nega ve employment eﬀects: Employers view layoﬀs and
cuts in work hours as costly and counter‐produc ve
measures, and are more likely to cope with minimum
wage policy changes through a wider range of “channels
of adjustment” than commonly assumed. These channels
of adjustment include lower overhead costs due to
reduced turnover (employers expect higher levels of
worker loyalty when wages increase); requiring higher
produc vity and performance standards (such us being on
me) from employees; increased marke ng to expand
sales; lower or delayed pay increases for workers at the
higher end of the pay scale; and modest adjustments in
the price of products or services sold.8
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If the minimum wage were to be raised to $10.10 per
hour by July 1, 2016 and indexed to infla on, as proposed
by U.S. Sen. Harkin and Rep. Miller, Michigan’s unemploy‐
ment rate could decrease moderately. At 8.4% in
December 2013, Michigan’s unemployment rate is
significantly higher than the na onal average (6.7%) and
the fourth highest among the 50 states – with only Rhode
Island (9.1%), Nevada (8.8%), and Illinois (8.6%) repor ng
higher unemployment rates.9 If implemented, the higher
minimum wage would create an es mated 3,300 full‐ me
jobs in the state, according to the Economic Policy
Ins tute.10 At a me of con nuing high unemployment
and a sluggish recovery, even a modest job increase
should be welcomed.

declined by 31%, despite nominal wage increases. This
could have been prevented if the minimum wage had
been indexed to inflation, which would have triggered
automatic annual adjustments to reflect higher costs of
living.
Support for an increase in the minimum wage that is tied
to inflation should be part of a package of policies aimed
at restoring the economic health of the state. A boost in
the earnings of the state’s lowest‐paid workers would not
only increase economic activity in the state due to an
increase in the spending power of nearly 1 million
Michiganians, but would also benefit the children of low‐
wage parents, who would do better in school and earn
higher wages as adults.

The higher minimum wage would also increase the wages
of 940,000 Michigan workers, either directly
(641,000) or indirectly (299,000).11 Each of these
Basic Needs Wages
workers would see their annual incomes
increase modestly by an average of $2,256 – for
Hard work should be fairly compensated. No one who works full
a total of over $1.4 billion per year in addi onal
time, year‐long, should remain in poverty. Unfortunately, at just
earnings for all aﬀected workers.12 Much of this
$7.40 per hour, the Michigan minimum wage does not raise fam‐
ilies above the poverty line. In fact, an hourly wage of $9.02 (in
addi onal income would likely be spent locally,
2013 dollars) would be required for a household of three, not to
increasing the state’s economic ac vity by
13
rise
above, but to just meet the federal poverty threshold. For a
almost $886 million over three years.
household of two, this hourly wage would be $7.72 per hour.

CONCLUSION
Michigan’s recovery would be helped not only
by strong job growth, but also by boosting the
wages of its lowest paid workers. Raising the
minimum wage to $10.10 per hour would help
nearly 1 million low‐wage workers, increasing
their individual annual wages by $2,256 on
average, and $1.4 billion collectively. Moreover,
this higher minimum wage would have a
stimulative effect on the state’s economy,
increasing its economic activity by almost $886
million. This policy change would not destroy
low‐wage jobs, as commonly feared, but could
create approximately 3,300 full‐time jobs.
A nominal increase alone, however, would not
prevent inflation from eroding the value of the
minimum wage over time. From a peak in 1968,
the purchasing power of the minimum wage has
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Stronger hourly wages are needed to allow families to live and
raise their children in an economically secure environment. The
basic needs wages, below, illustrate the annual and hourly incomes
for households of various sizes in Michigan that are needed to
meet all basic expenses without assistance from the government or
nonprofits. This benchmark should be used to determine the
extent to which the current minimum wage is adequate to meet a
family’s basic needs.
FIGURE 8

Family Type

Number of
Children
Under Age 6

Basic Needs Wage
H

A

Single person

0

$10.37

$21,570

Single‐parent family

2

$21.23

$44,164

Two‐parent family
(both working)

2

$12.58
each

$26,165
each

Two‐parent family
(one working)

2

$12.85

$26,720

Source: Michigan League for Public Policy, February 2014
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