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Raising wages would help fight poverty and improve the
well-being of workers & their families
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Raising New Jersey’s minimum wage to $15 an hour would reduce poverty while boosting the
state’s economy by ensuring that more working people have more dollars to spend on essential
goods and services. Unemployment has decreased significantly as New Jersey slowly emerges
from the Great Recession, but wages have stagnated, and hardship and economic insecurity have
increased. In other words, more people are working now but they aren’t earning enough to make
ends meet for themselves or their families.

Gradually increasing the minimum wage to $15 by 2023 would boost wages for 1.2 million of
the state’s 4.2 million workers and pump $4.5 billion in increased wages directly into the state’s
economy. For the state to fully realize the many benefits of a stronger wage floor, it must include
all workers, no matter who they are or the type of work they do.

Poverty Persists in an Uneven Economic Recovery; Raising Wages
Would Help Ensure that Growth is More Broadly Shared

Low-income workers across high-cost New Jersey are not paid enough to reliably provide for
themselves and their families. These low wages in turn depress our economy, dilute the quality
and value of our jobs, and exacerbate poverty and inequality across the state.

Many policymakers look to decreased unemployment as the key to shared prosperity — the idea
being that the rising tide of fuller employment will lift all boats. But when basic worker
standards like the wage floor fail to keep up with economic and productivity growth, we clearly
see the limits of reduced unemployment in providing a pathway out of poverty.

While New Jersey’s unemployment rate fell by 45 percent — from 10.9 to 6 percent — from 2011
to 2016, the share of Garden State residents facing economic hardship did not follow suit; this
metric barely budged. In fact, the share of New Jerseyans living below 100 percent of the federal
poverty level (or $25,100 for a family of 4)' was the same in 2016 that it was in 2011: 10.4
percent, or approximately 900,000 people. And the share of New Jerseyans experiencing true
hardship — living below 200 percent of the federal poverty level (or $50,200 for a family of 4) —



decreased by just 4 percent from 2011 to 2016, falling from 24.7 percent to 23.8 percent,
representing more than 2 million New Jerseyans.

New Jersey’s Unemployment Rate Has Returned to
Pre-Recession Level, but Poverty Rates Remain Much Higher

Percent change of unemployment rate and rates of New Jerseyans living
below 100 and 200 percent of the federal poverty level, 2007-2016

New Jersey’s official poverty
rate in 2016 was 20.9%
higher than in 2007.

The rate of New Jerseyans
living below 200% of the federal
poverty level in 2016 was
13.7% higher than in 2007.
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Why has there has been significant reduction in unemployment but hardly any change in the
share of struggling New Jerseyans? While drops in the poverty rate typically lag drops in
unemployment, the facts remain: the poverty rate is far too high and too many hard-working
New Jerseyans are not paid adequate wages for their work, in large part because the state’s
minimum wage remains far below a survivable wage, never mind a living wage. Low-wage
workers are not the only victims. Low wages and widespread hardship also hurts businesses and
the state’s economy. How can anyone expect a robust economy when 1 in 4 workers have
insufficient incomes? How can any business expect to thrive when so many would-be customers
aren’t paid enough to purchase their products or services?

Of course, there are solutions that would help workers, reduce poverty and boost the economy.
Chief among them is to gradually increase the state’s minimum wage to something more
approaching a living wage. In 2016, the New Jersey legislature passed a bill to do just that, but
Gov. Christie vetoed the measure.” Fortunately, the state’s new governor, Phil Murphy, made
raising the wage to $15 an hour a core piece of his campaign platform. As the new administration
and legislature move forward with this critical economic policy solution, it’s important to
remember how widespread the need is and why such an increase would be a boon for New
Jersey workers, families, businesses and the state’s economy at large.

Raising the minimum wage directly puts more money in the pockets of low-income workers who
cannot meet their basic, everyday needs. With more take-home pay, these workers will spend
that money immediately and locally on goods and services they were previously unable to afford.
Essentially, their increased income is liquid, meaning that it is revolving through the economy



instead of sitting stagnant in an investment account or stashed offshore, which is what typically
happens when tax breaks are given to the wealthy.

Raising the Wage Would Have Positive Health and Social Effects, Too

Much of the conversation on increasing the wage focuses on the economic impact, but it is
important to note the other positive effects that such a change would have on New Jersey
workers and their families.

Academic research on the effects of the minimum wage shows that increases help lead to
reductions in recidivism,’ reductions in domestic violence and child abuse,* and reductions in
teen pregnancy rates,’ all of which — in addition to the positive effects of reducing poverty — have
substantial benefits of improved public health and savings of taxpayer dollars.

On the flip side, scores of economic and health studies have shown a clear link between low
incomes and serious health problems including diabetes, heart disease, arthritis and infant
mortality.

There is a growing consensus that income is one of the most important determinants of health
outcomes. Not only does the amount one is paid directly affect that person’s access to basic
health needs (insurance, doctors, etc.), but as the American Public Health Association notes,
income also shapes one’s access to other “social determinants of health, such as housing,
education, and job opportunities.”

New Jersey’s minimum wage of $8.60 an hour is a guaranteed poverty wage given the state’s
high cost of living. Raising the wage to a survivable level that enables workers in low-income
jobs to escape poverty will reduce the number of individuals reliant upon safety net programs —
which frees up taxpayer dollars for use in other important areas — and lower the demand for
various health services, helping to mitigate rising healthcare costs.’

Taken together, the long-term and far-reaching benefits of increasing the minimum wage to $15
will easily outweigh any of the costs or supposed negative impacts that its opponents broadcast
when the idea is discussed.

Raising the Wage Would Benefit a Large & Diverse Group of Workers

The number of New Jersey workers who would benefit from a minimum wage increase to $15 an
hour will depend on how quickly the increase is phased in.

For now, we assume that lawmakers would follow a similar (but not identical) phase-in schedule
incorporated in the 2016 bill vetoed by Gov. Christie. For the sake of simplicity, we assume that
the minimum wage would be increased to $10.10 an hour in the first step, on January 1, 2019,
with four annual $1.25 increases to follow, bringing New Jersey’s minimum wage to $15.10 an
hour by 2023.



This increase would equal a $4.5 billion raise for

1.2 million New Jersey workers, or 28 percent of
the state’s workforce. $8.60: Current minimum wage

Of those workers, 865,000 — those who currently $10.10: Minimum wage as of Jan. 1, 2019

make less than $14.39 (the current-dollar $11.35: Minimum wage as of Jan. 1, 2020
equivalent of $15.10 in 2023) — would be directly

affected by the increase and another 285,000 — $12.60: Minimum wage as of Jan. 1, 2021
those who earn slightly more than the new $13.85: Minimum wage as of Jan. 1, 2022
minimum and would likely see their pay also

increase — would be indirectly affected. $15.10: Minimum wage as of Jan. 1, 2023

This assumes the minimum wage would be

These workers are nearly all adults, most are increased to $10.10 an hour in the first step, on

working full time, many have pursued a higher January 1 of 2019, with four $1.25 an hour
education and they are raising an estimated increases to follow, bringing New Jersey’s
458.000 children minimum wage to $15.10 an hour by 2023.

FROM A $15 MINIMUM WAGE
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92% are adults 20 years old or older
65% are working full time (35 hours or more a week)
56% are people of color
52% are women

48% have attended or graduated from college

26% have children

Source: EPI analysis of Current Population Survey Outgoing Rotation Group microdata
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Most of the New Jersey workers who would benefit are in the retail, food service, and health care
industries.



These Five Industries Have the Most Workers Who’d Benefit
From Raising New Jersey’s Minimum Wage to $15 by 2023

Total Workers in  People Who’d Share in Industry  Industry Share of

Industry Category Benefit Who’d Benefit All Beneficiaries
Retail 450,000 270,000 60% 24%
Health Care 424,000 135,000 32% 12%
Food & Drink Service 220,000 113,000 51% 10%
Admin. & Waste Mgmt Services 181,000 94,000 52% 8%
Manufacturing 350,000 91,000 26% 8%

Source: EPI analysis of Current Population Survey Outgoing Rotation Group microdata
NEW JERSEY POLICY PERSPECTIVE NJPP.ORG

Today’s Minimum Wage Falls Short for New Jersey Working Families

On January 1, 2018, New Jersey’s minimum wage rose 1.9 percent to $8.60 an hour. While this
is higher than the federal minimum wage of $7.25 an hour it is still a poverty wage in New
Jersey. For example, a full-time minimum wage worker who doesn’t miss even one hour of work
for the entire year will only earn $17,888.

A single New Jersey worker with no dependents cannot afford her basic needs on a wage less
than $15 an hour. This is true in every region of the state.

The Economic Policy Institute’s family budget tool estimates what it takes to maintain a basic
budget that accounts for major expenses — housing, food, transportation, health care, child care
and taxes — and a modest amount for other necessities like clothing, household supplies, and
entertainment. This proposed budget does not include money for other typical expenditures like
modest weekend trips or savings.

Minimum Wage Falls Short in Every Part of New Jersey

The wage required for a single adult who works full time to meet a basic budget in every
part of New Jersey is far higher than the state minimum wage of $8.60 — and in all but
three areas it is more than double. The wage covers only between 41 percent
(Bergen/Passaic) and 57 percent (Ocean City metro area) of this basic budget.

Bergen/Passaic $20.83 Camden/Philadelphia $17.42
Newark Metro $19.99 Atlantic City/Hammonton $17.38
Jersey City Metro $19.67 Vineland/Millville/Bridgeton $16.78
Middlesex/Somerset/Hunterdon $18.90 Warren County $16.36
Monmouth/Ocean $18.78 Ocean City Metro $15.15
Trenton/Ewing $18.62

Source: NJPP analysis of Economic Policy Institute Basic Family Budgets by metro area, adjusted to 2018
dollars for inflation. Analysis assumes the worker is working full time for the entire year (2080 hours per year).
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In the least expensive part of the state, the Ocean City metro area, a single adult would have to
earn $15.15 an hour — $31,512 per year — to afford this basic budget; in the most expensive part
of the state, the Bergen and Passaic metro area, a single adult would have to earn $20.83 an hour

—$42,243 per year — to afford the same.

Meanwhile, the income gap between New Jersey’s very wealthy residents and the rest of us —
particularly the poorest residents — persists and is growing. New Jersey now ranks 7th in the
nation in income inequality, with the top 5 percent of households having average incomes 15.6
times higher than the bottom 20 percent of households. This inequality has intensified in recent
decades: between 1979 and 2013, incomes for the wealthiest 1 percent of New Jersey households
grew by 190 percent — a rate 9.5 times higher than the income growth for the bottom 99 percent.®
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Low wages not only pose a danger to workers and our economy, they also result in the
expenditure of taxpayer dollars to support programs that too many low-paid workers need to get
by. New Jersey spends an estimated $726 million a year on basic safety net programs for
working families. This cost estimate is a significant undercount, since it includes Medicaid, the
Children’s Health Insurance Program (CHIP) and Temporary Assistance for Needy Families
(TANF) but not the state’s share of the Earned Income Tax Credit, the tax credit for working

families who aren’t paid enough to make ends meet.’

While a robust safety net is important to assist all families who have fallen on hard times, the
state has a critical role to play in ensuring that these programs aren’t subsidizing profitable



corporations that are paying poverty wages. In a state with significant budget problems, $726
million is a serious amount of money that could be spent on other priorities and public services.

Tipped Workers Deserve A Raise Too

Recent conversations around raising the minimum wage in New Jersey have left out some of the
state’s lowest-paid and most vulnerable workers: those who rely on tips.'® These workers must
be included in any minimum wage increase.

Currently, New Jersey’s wage floor for tipped workers is tied to the federal tipped minimum
wage: $2.13 an hour. If a worker doesn’t make the $6.47 in tips necessary to bring them to the
state’s $8.60 an hour minimum wage, their employer is required to make up the shortfall — this is
called a “tip credit.” Unfortunately, asking for the difference falls to workers, many of whom
may feel like their jobs are at risk if they speak up. Not surprisingly, there is significant evidence
to show that tipped workers suffer from higher rates of wage theft than other workers."'

Additionally, recent action by the Trump administration has made wage theft even more likely.
In December 2017, the Department of Labor proposed a rule that would allow restaurant owners
to legally take the tips earned by their workers as long as those workers earn the minimum wage
— a move that could lead to New Jersey’s tipped workers losing $120 million every year."?

The median wage of American tipped workers is $10.22 an hour, compared to $16.48 an hour for
the general workforce."® Tipped workers are more likely to be women (66.6 percent of tipped
workers vs. 48.3 percent of the total workforce) and people of color (38.5 percent of tipped
workers vs. 33.9 percent of the total workforce). And the women who work for tips make less,
with a median wage of $10.07 an hour compared to $10.63 an hour for male tipped workers."*

New Jersey should do away with the tipped wage altogether. This two-tiered wage system has
been around since 1966, when amendments to the Fair Labor Standards Act introduced a
“subminimum wage” for workers who receive tips. Seven states - Alaska, California, Minnesota,
Montana, Nevada, Oregon, and Washington — do not have a subminimum wage for tipped
workers. Another 31 states, plus the District of Columbia, have tipped minimum wages that are
above the federal level of $2.13 an hour.

When increasing the minimum wage, lawmakers must address New Jersey’s tipped wage — if not
by eliminating it, at least by raising it to a higher share of the minimum wage.

Failing to act would create a $12.87 gap that employers are theoretically expected to make up for
their tipped workers, nearly double what the current gap is. Seven other states have shown that
having a separate and lower wage for tipped workers is unnecessary, and doing away with it
would simplify labor regulations, mitigate income inequality, and bolster the state’s economy by
helping more workers move closer to a livable wage.



Misleading Myths About Wage Increases & Job Losses

When lawmakers work to increase the minimum wage, opponents line up to say doing so would
hurt the economy and lead to a significant loss of jobs. These claims are as old as wage increases
themselves, but decades of real-world experience show that they are false.

In fact, the overwhelming majority of rigorous research shows that increasing the minimum
wage increase the earnings of workers with little to no adverse impact on employment."

An exhaustive report by the National Employment Law Project in 2016 looked at the effects of
federal minimum wage increases over the past 70 years and found that, even for industries which
are most affected by higher minimum wages, there was no correlation between those increases
and lower levels of employment.'® And two recent meta-studies — “studies of studies” that
pooled the results of 91 separate analyses — have similarly found essentially no employment
effects from minimum wage increases.'’

And New Jersey’s own history belies opposition claims of economic harm — the last time the
state increased the minimum wage through the ballot in 2013 from $7.25 to $8.25, opponents
claimed we would lose 30,000 jobs;18 instead, we gained 90,000."

The Seattle Situation

Seattle implemented a phased-in minimum wage increase starting in April of 2015 that reached
$15 for large employers — those with more than 500 employees — this year and will reach that
level for small employers between 2019 and 2021 depending on whether they pay toward their
workers’ health benefits. >

A recent and widely cited University of Washington study claimed that Seattle’s minimum wage
increase resulted in a significant loss of jobs, leading some to suggest that $15 an hour — even in
a thriving and high-cost economy like Seattle’s — was simply too high of a minimum wage. But
the study’s methodology has raised a lot of questions and critiques from economists and

21222324 . .
researchers, including:

1. The study was limited to single-site establishments, excluding workers at multi-site
chains such as Starbucks or Walmart where positive effects of minimum wage increases
are often realized, and leaving out 40 percent of the city’s workforce;

2. By excluding workers employed by multi-site chains, the study incorrectly counted a
worker who left a job at a small business for a job at a larger company as a job loss;

3. The study focused on jobs that pay $19 or less, assuming that a reduction of jobs in that
bracket equaled a loss of opportunity for workers and counted as lost jobs, when instead
it should have recognized that many jobs that were formerly in that pay range have seen a
wage increase raising them above it;

4. The study used other cities in Washington state as a control for its experiment with
Seattle, instead of using other cities from around the country that are similar to Seattle in
important characteristics like size, population, and economic activity — as other more
reliable studies have done.



It is also notable that the study’s findings are not in line with the large amount of research related
to minimum wage increases — even the research that has found job losses.

The UW study also flies in the face of how Seattle’s economy has actually performed since it
began phasing in its minimum wage increase. While the unemployment rate has varied but
remained largely the same since the ordinance took effect in 2015, the city’s poverty rate has
dropped from 14.4 percent in 2014 — the year before the minimum wage ordinance took effect —
to 11.5 percent in 2016. That represents an estimated 14,708 fewer people in poverty just within
Seattle alone, a fact made even more remarkable when you consider that the city’s population
has grown by 36,389 people over the same period of time.*’

One of the primary points of opposition to Seattle’s minimum wage increase was that it would
lead to widespread restaurant closings. Tom Douglas, a notable restaurateur who owned 15
restaurants in Seattle at the time, predicted that he would “lose maybe a quarter” of his
restaurants in the city.*® But, just like many of the other predictions made by opponents, such
doom and gloom has not materialized. Instead, the opposite has occurred: more restaurants have
opened in Seattle than previous years.”’ Douglas himself has contributed to this trend, having
opened more restaurants and recanted his previous prediction.

Another claim of opponents is that raising the minimum wage will lead to drastic price increases
for food and groceries. In 2014, prior to the implementation of the wage increase, the Seattle
Metropolitan Chamber of Commerce released a survey, revealing that 50 percent of participating
companies believed they would need to “increase prices to offset a $15 minimum wage.””® Once
again, this concern by-and-large has not been realized.

A 2017 study by the University of Washington School of Public Health looked at grocery store
prices from the month before the wage increase took effect to two years after it began and found
no significant change.” “There is no evidence of change in supermarket food prices by market
basket or increase in prices by food group in response to the implementation of Seattle’s
minimum wage ordinance,” it concludes.*

Despite what many opponents want lawmakers and the public to believe, Seattle’s economy has
continued to grow while its minimum wage has risen. The many predictions of lost jobs,
shuttered restaurants, increased food prices, and all around economic disaster never came to
fruition — not even close.

Low Wages & Income Inequality Are Damaging New Jersey

The rising dangers of poverty and its closely linked partner of income inequality pose a serious
danger not just to New Jersey, but the country at large. The High Commissioner for Human
Rights at the United Nations recently finished an investigation into extreme poverty in the United
States. The report’s findings should give pause to all those who believe in a strong and
prosperous nation.”!



“The American Dream is rapidly becoming the American Illusion, as the United States now has
the lowest rate of social mobility of any of the rich countries,” the report reads. The report is
exhaustive in its detail and historical context, painting a dispiriting picture of the nation’s
economic landscape and the damage it wrecks on such a large portion of the population.
Unsurprisingly, many of the hardships described show their hallmarks here in the Garden State
through rising inequality and deep poverty, and they grow more conspicuous by the day.

New Jerseyans continue to struggle to make ends meet in an economy where whatever gains that
have been made since the Great Recession have gone to the already wealthy. Poverty is
stubbornly high, and income inequality poses a great threat to our economy and society. Taken
together, the arguments against raising the minimum wage ring hollow in contrast to the threats
we face if we fail to act. Raising the minimum wage is an absolute necessity to strengthen New
Jersey’s economy and spread prosperity to every worker, family, and business in this state.
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