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The White House has been spending an inor-
dinate amount of time and energy this year 
advocating that Congress increase the fed-
eral minimum wage from the current $7.25 
an hour to $10.10. No doubt, some Dem-
ocratic Party supporters of the proposal 
believe it would help low-income workers; 

however, their Republican rivals aver, the effort is also intended 
to contrast the two parties to the electorate and help the Demo-
crats maintain control of the Senate in this November’s election. 

The chief objection Republicans have to a minimum wage 
increase is that the jobs lost from an increase outweigh the ben-
efits of paying higher wages to low-wage earners who keep their 
jobs, and that a majority of those earning the wage are students 
who are not using their income to support a family. Democrats 
respond that the job losses from a wage increase would be mini-
mal and argue that higher wages would provide a demand-side 
stimulus to the long-struggling economy. They also often claim 
that an increase would boost productivity via an efficiency-wage 
effect, and suggest that—precepts of economics be damned—com-
panies employing low-income workers are simply insensitive to 
moderate wage increases. 

The enthusiasm the White House and Democratic members of 
Congress have for a higher minimum wage did not appreciably dim 
when the nonpartisan Congressional Budget Office issued a report 
earlier this year acknowledging that increasing the wage to $10.10 
an hour would destroy somewhere between 100,000 and 1 million 
jobs, with a best-estimate of 500,000. The administration responded 
by pointing to other academic research that purports to show job 
losses are minimal or nonexistent from minimum wage increases. 

Logan Albr ight is a senior analyst at Capital Policy Analytics, a D.C.-based con-
sulting firm. Ike Br annon is a senior fellow at the George W. Bush Institute and 
president of Capital Policy Analytics.

Policy and the public / The White House has the upper hand in 
this brief, at least from a political perspective. Polls show that the 
majority of Americans support a higher minimum wage and are 
unpersuaded by appeals to its side effects. The potential job losses 
from such a policy can be difficult for people to intuit, and the 
normal churn in an economy makes it impossible for the typical 
person to discern the effect of incased wages on employment. 

An alternative way to convey the effects of a minimum wage 
increase is to estimate the employment effect on a state-by-state 
basis. In a recent working paper, “The $10.10 Minimum Wage 
Proposal: An Evaluation across States,” economists Andrew Han-
son of Marquette University and Zack Hawley of Texas Christian 
University did precisely that, breaking down the job losses in each 
of the 50 states as well as the District of Columbia and Puerto Rico. 

Hewing closely to the methodology that the CBO used in its 
recent report and using data from the Bureau of Labor Statistics’ 
Current Population Survey (CPS), they find that while every state 
will see fewer jobs because of a higher minimum wage, the distri-
bution of job losses would fall disproportionately on the lower 
Midwest and South, where wages and costs of living tend to be 
lower. Hanson and Hawley suggest that a minimum wage is a 
policy tool best left for the states to deploy, or else left untouched.

Who earns less than $10.10? / Using disaggregated occupation data 
from the Bureau of Labor Statistics (BLS), Hanson and Hawley 
estimate that over 23 million Americans currently earn $10.10 
an hour or less—roughly 16 percent of the 146 million people 
currently employed. The BLS does not report the entire wage dis-
tribution for each state—only the wage cutoffs for the 10th, 25th, 
50th, 75th, and 90th percentile—but the percentile information is 
sufficient to come up with a fairly accurate estimate of how many 
workers are below the proposed minimum wage threshold. 

Since $10.10 rarely aligned perfectly with a BLS percentile 
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Hanson and Hawley reviewed the academic literature 
on the matter and—consistent with the CBO study—con-
cluded that the consensus elasticity of labor demand for low-
skilled workers is between –0.1 and –0.2, and perhaps slightly lower 
for teenage workers. In other words, a 10 percent increase in wages 
would result in roughly a 1–2 percent decrease in labor demand. 

Applying this range to their low-income wage distribution, 
Hanson and Hawley come up with a range of estimated job losses 
from a minimum wage increase to $10.10 that is consistent with 
the CBO’s nationwide estimate of jobs lost from raising the mini-
mum wage. Their interval estimate—550,000 to 1.5 million jobs 
lost—is slightly higher than the CBO’s range, and is mainly due 
to diff erences between the two in the applicability of the higher 
elasticity estimate to the low-skilled workers at the low end of 
the income distribution. 

Table 2 shows how the job losses would be distributed across 
the states. Again, the south and lower midwest are the hardest hit. 
Kentucky, Alabama, south Carolina, and Louisiana each would 
lose somewhere around 25,000 jobs according to their estimates, 
and slightly less in Oklahoma and Wyoming. Illinois would lose 

cutoff , Hanson and Hawley assumed a linear wage 
distribution and interpolated the interpercentile 
wage cutoff s when they estimated at what percentile 
the $10.10 would hit. from that estimate, they computed how 
many workers in each occupation and state were below the cutoff .

Table 1 shows the number of workers in each state they esti-
mate earn less than the proposed minimum wage of $10.10. since 
the data are for 2012, they defl ate the proposed $10.10 hourly 
wage for 2016 (when the White House’s proposal would fully 
take eff ect) into 2012 dollars. roughly 20 percent of the work-
ing population in 15 states earn under the equivalent of $10.10: 
Alabama, Arkansas, florida, georgia, Idaho, Kentucky, Louisiana, 
mississippi, missouri, montana, New mexico, Oklahoma, south 
Carolina, Tennessee, and Texas.

Job losses / Of course, not everyone who’s earning less than $10.10 
an hour would lose his job if the government were to impose a 
higher minimum wage. To estimate the job losses, we need to 
know the elasticity of labor demand, which is a measure of how 
responsive employers are to changes in the eff ective price of labor. 
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Hanson and Hawley reviewed the academic literature 
on the matter and—consistent with the CBO study—con-

cutoff , Hanson and Hawley assumed a linear wage 
distribution and interpolated the interpercentile 
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Table 1

Employees Affected by Proposed  
$10.10 Minimum Wage Increase

2012 Employment Data

Lower Bound Upper Bound
Number 

of 
Workers

Percentage 
of 

Workers

Number 
of 

Workers

Percentage 
of 

Workers
Alabama  456,100  25%  474,344  26%
Alaska  25,496  8%  28,683  9%
Arizona  386,294  16%  410,438  17%
Arkansas  300,305  26%  311,855  27%
California  1,859,472  13%  2,002,508  14%
Colorado  311,662  14%  333,924  15%
Connecticut  178,268  11%  194,474  12%
Delaware  60,863  15%  60,863  15%
D.C.  26,150  4%  32,688  5%
Florida  1,454,770  20%  1,527,509  21%
Georgia  801,261  21%  801,261  21%
Hawaii  76,467  13%  82,349  14%
Idaho  131,679  22%  137,664  23%
Illinois  902,518  16%  958,926  17%
Indiana  534,265  19%  562,384  20%
Iowa  264,733  18%  279,441  19%
Kansas  264,184  20%  264,184  20%
Kentucky  370,598  21%  388,245  22%
Louisiana  429,688  23%  448,370  24%
Maine  87,167  15%  92,978  16%
Maryland  326,388  13%  351,495  14%
Massachusetts  320,208  10%  352,229  11%
Michigan  626,899  16%  666,080  17%
Minnesota  369,755  14%  396,167  15%
Mississippi  291,713  27%  302,518  28%
Missouri  521,182  20%  547,241  21%
Montana  86,476  20%  90,800  21%
Nebraska  164,669  18%  173,818  19%
Nevada  191,617  17%  202,889  18%
New Hampshire  85,779  14%  85,779  14%
New Jersey  493,184  13%  531,121  14%
New Mexico  154,772  20%  162,511  21%
New York  1,110,496  13%  1,195,919  14%
North Carolina  736,972  19%  775,760  20%
North Dakota  60,494  15%  64,526  16%
Ohio  909,765  18%  960,308  19%
Oklahoma  351,877  23%  367,176  24%
Oregon  193,188  12%  209,287  13%
Pennsylvania  839,472  15%  895,437  16%
Rhode Island  63,423  14%  67,953  15%
South Carolina  431,172  24%  449,138  25%
South Dakota  71,762  18%  75,749  19%
Tennessee  584,602  22%  584,602  22%
Texas  2,327,468  22%  2,433,262  23%
Utah  204,145  17%  216,153  18%
Vermont  32,350  11%  35,291  12%
Virginia  575,536  16%  575,536  16%
Washington  193,486  7%  221,126  8%
West Virginia  184,740  26%  191,846  27%
Wisconsin  454,458  17%  481,190  18%
Wyoming  36,145  13%  38,926  14%
Puerto Rico  471,040  50%  480,461  51%

U.S. Total  22,387,175   17.06%   23,575,380   17.96%  

NOTE: Proposed $10.10 minimum wage in 2016 is inflation-adjusted to 2012 dollars.
SOURCE: “The $10.10 Minimum Wage Proposal: An Evaluation across States,” by Andrew 
Hanson and Zackary Hawley, working paper, Marquette University and Texas Christian University, 
2014, Table 3.

Table 2

Employment Loss Estimates from  
$10.10 Minimum Wage

2012 Employment Data

Lower Bound Upper Bound
Number  
of Jobs  

Lost

Percentage 
of Jobs  

Lost

Number  
of Jobs  

Lost

Percentage 
of Jobs 

Lost
Alabama 7,392 -1.63% 25,636 -5.55%
Alaska 304 -1.20% 3,491 -12.96%
Arizona 5,712 -1.49% 29,856 -7.55%
Arkansas 4,873 -1.64% 16,423 -5.41%
California 22,411 -1.21% 165,447 -8.62%
Colorado 4,429 -1.43% 26,691 -8.33%
Connecticut 1,711 -0.96% 17,917 -9.66%
Delaware 5,042 -8.64% 5,042 -8.64%
D.C. 197 -0.76% 6,735 -22.97%
Florida 20,718 -1.43% 93,457 -6.31%
Georgia 51,066 -6.58% 51,066 -6.58%
Hawaii 1,304 -1.72% 7,186 -9.12%
Idaho 2,093 -1.60% 8,079 -6.05%
Illinois 64,871 -7.46% 121,278 -13.50%
Indiana 8,867 -1.67% 36,986 -6.80%
Iowa 4,418 -1.68% 19,126 -7.09%
Kansas 17,445 -6.83% 17,445 -6.83%
Kentucky 6,075 -1.65% 23,723 -6.30%
Louisiana 6,941 -1.63% 25,623 -5.88%
Maine 1,273 -1.47% 7,084 -7.92%
Maryland 5,807 -1.80% 30,913 -9.20%
Massachusetts 3,298 -1.04% 35,318 -10.56%
Michigan 10,110 -1.63% 49,291 -7.68%
Minnesota 6,214 -1.69% 32,625 -8.59%
Mississippi 4,893 -1.69% 15,697 -5.33%
Missouri 8,631 -1.67% 34,690 -6.55%
Montana 1,214 -1.41% 5,538 -6.29%
Nebraska 2,775 -1.70% 11,923 -7.10%
Nevada 2,411 -1.27% 13,683 -6.98%
New Hampshire 7,485 -9.12% 7,485 -9.12%
New Jersey 8,138 -1.66% 46,076 -9.07%
New Mexico 2,263 -1.47% 10,001 -6.35%
New York 19,215 -1.75% 104,638 -9.15%
North Carolina 12,392 -1.70% 51,180 -6.82%
North Dakota 978 -1.63% 5,011 -8.08%
Ohio 13,119 -1.45% 63,662 -6.86%
Oklahoma 5,565 -1.59% 20,864 -5.85%
Oregon 1,248 -0.65% 17,347 -8.65%
Pennsylvania 13,988 -1.68% 69,953 -8.13%
Rhode Island 997 -1.59% 5,528 -8.48%
South Carolina 6,917 -1.62% 24,883 -5.70%
South Dakota 1,166 -1.64% 5,153 -7.04%
Tennessee 35,894 -6.33% 35,894 -6.33%
Texas 37,869 -1.64% 143,663 -6.08%
Utah 3,298 -1.63% 15,306 -7.34%
Vermont 255 -0.79% 3,196 -9.49%
Virginia 45,414 -8.21% 45,414 -8.21%
Washington 747 -0.39% 28,387 -13.72%
West Virginia 3,112 -1.70% 10,218 -5.47%
Wisconsin 34,135 -7.80% 60,868 -13.50%
Wyoming 603 -1.68% 3,383 -9.09%
Puerto Rico 193,610 -51.73% 203,031 -53.58%

U.S. Total 730,906 -3.32% 1,919,111 -8.49%

NOTE: Proposed $10.10 minimum wage in 2016 is inflation-adjusted to 2012 dollars.  
SOURCE: “The $10.10 Minimum Wage Proposal: An Evaluation across States,” by Andrew 
Hanson and Zackary Hawley, working paper, Marquette University and Texas Christian University, 
2014, Table 3.



summer 2014 / Regulation / 33

over 120,000 jobs and Texas over 140,000. Puerto Rico would be 
the biggest loser by far: with fully 50 percent of its workforce cur-
rently earning less than $10.10 an hour, the job losses would be 
extreme—as many as 200,000 gone by dint of a wage distribution 
much lower than that of the rest of the country and an economy 
that’s been struggling for nearly a decade.

Don’t hammer a screw / The minimum wage is a particularly blunt 
instrument to use to deal with the very real problem of stagnat-
ing incomes among the working class. By reducing employment 
for students—many of whom are presumably in their first job—it 
runs the risk of exacerbating labor market problems a few years 
down the road by making it harder for many would-be entry-
level workers to learn the dos and don’ts of the workaday world. 
It also prevents them from building a résumé and skill set that 
will appeal to future employers after they leave school and are 
more likely to be supporting a family. 

Some Republicans have suggested that a better way to help 
low-income households is to alter and expand the Earned 
Income Tax Credit, which exists at the federal level and in 
many states. The political problem is that this would cost the 
government money, which makes it a nonstarter in this world of 
immense deficits and burgeoning entitlement obligations. While 

forcing companies to spend more money to solve a perceived 
problem is politically more palatable than spending taxpayer 
dollars—at least for the moment—that doesn’t mean it is any 
better for the economy. 

Hanson and Hawley show that imposing one minimum 
wage on the entire country is a counterproductive way to 
address stagnant incomes for the working class. Kentucky 
and New York might be a part of the same country, but they 
are miles apart when it comes to their relative wages and costs 
of living. The state of Washington has set its minimum wage 
at $9.04 an hour and Maryland recently passed legislation 
that will increase its minimum wage to the proposed federal 
standard of $10.10 in a few years. On the other end of the dis-
tribution, Mississippi and 30 other states adhere to the federal 
minimum wage. Having a wide range of minimum wages beats 
uniformity hands-down. 

Allowing states and municipalities to set their own minimum 
wage is clearly superior to imposing a one-size-fits-all federal mini-
mum wage across an economy as vast and varied as the United 
States. Better yet would be to get rid of a minimum wage altogether 
and address the root causes of poverty—namely a mediocre educa-
tional system in too many communities and an increasingly hostile 
regulatory and tax environment for business. 

WashingtonWatch.com delivers the numbers behind federal legislation in the form that matters most: the price
for you and your family.  
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