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The Minimum Wage

In light of increased discussion on the House floor of the federal minimum wage, the following talking points might be useful.
BACKGROUND:

· Establishment.  The Fair Labor Standards Act of 1938 established the (federal) hourly minimum wage rate at 25 cents an hour for covered workers.  Since then, it has been raised 19 separate times.  The minimum wage does not rise automatically; raises require separate legislative action by Congress and the President.
· Recently Raised Twice.  Since Republicans won control of Congress in 1994, the federal minimum wage has been raised twice:  once in October 1996 (from $4.25 to $4.75) and again in September 1997 (from $4.75 to $5.15).  The minimum wage remains at $5.15 an hour today.
· Application.  The federal minimum wage applies to employees of businesses that do at least $500,000 in business a year—and to employees of smaller firms if the employees are engaged in interstate commerce or in the production of goods for commerce (such as employees who work in transportation or communications or who regularly use the mails or telephones for interstate communications).

· Exceptions.  The federal minimum wage does not apply to all workers.  For example, current law exempts full-time students working part-time in certain industries, youth under age 20 in their first 90 consecutive calendar days of employment, and tipped workers in retail and service industries from the federal minimum wage.

· Enforcement.  The federal minimum wage is enforced by the Department of Labor’s Wage and Hour Division:  http://www.dol.gov/esa/whd/.

· State Minimum Wages.  Some states have a minimum wage requirement that is higher than the federal minimum wage.  Where that is the case, the higher standard prevails.  As of spring 2006, 18 states plus the District of Columbia have minimum wages that are higher than the federal minimum wage, whereas 25 states plus Puerto Rico and Guam have minimum wages at the federal level.  The remaining states and territories have either no state minimum wage or a state minimum wage below the federal one.  http://www.dol.gov/esa/minwage/america.htm
· Starting Wage.  The federal minimum wage is overwhelmingly a starting—rather than a permanent living—wage.  Research by economists at Miami University of Ohio and Florida State University found that minimum wage employees are over five times more likely to be new entrants to the labor force.

· The Market Has Pushed Wages Upward.  Each year fewer workers earn the federal minimum wage.  In 1980, over 15% of hourly paid workers earned the federal minimum wage, while in 2005, only 2.5% of hourly paid workers earned the federal minimum wage. 
· Most Minimum Wage Earners Don’t Stay That Way.  85% of individuals who would be impacted by a minimum wage hike are teens living with their working parents, adults living alone, or second earners.  As these employees gain skills, they receive significant raises, with more than 65% receiving a raise within one year.  The median full-time minimum wage employee receives a 14% raise, nearly three times that of all employees.
ADDITIONAL TALKING POINTS:

· A Minimum Wage Is Anti-Free Market.  The minimum wage prevents an employer and a potential employee from making free-market labor negotiations.  An employer may want to pay an entry-level employee 20 cents below minimum wage, and a potential employee may agree to that wage (because it may be better than having no job at all), but the federal government does not allow it.  This government intervention in private markets harms employers and workers.

· Wages Affect Employment.  Proponents of a higher and higher minimum wage argue that raising the minimum wage will not affect employment.  But in the real world, even the most novice businessman will assure you that quickly-increased labor costs unrelated to business conditions will encourage or force employers to fire employees, reduce working hours for existing employees, and/or postpone plans to hire additional employees.
· Opposed by a Diverse Coalition.  Raising the federal minimum wage is opposed by such organizations as the National Restaurant Association, the National Federation of Independent Business, the U.S. Chamber of Commerce, the National Association of Convenience Stores, the American Hotel and Lodging Association, the International Association of Amusement Parks and Attractions, International Foodservice Distributors Association, the National Association of Chain Drug Stores, the National Association of Manufacturers, the National Association of Theater Owners, the National Council of Agricultural Employers, the National Grocers Association, the Small Business & Entrepreneurship Council, and the Society of American Florists.
Sources for the above information:  The Department of Labor, the Congressional Research Service, the Senate Republican Policy Committee, and the Coalition for Job Opportunities.
RSC Staff Contact:  Paul Teller, paul.teller@mail.house.gov.







Page 1 of 2

