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In his recent State of the Union 
address, President Obama proposed 
increasing the nation’s minimum 
wage from $7.25 per hour to $9.00.

The President’s intention is a good 
one: Help low-wage workers earn 
more. But because he bases his plan 
on incorrect assumptions, it will not 
help the people he is trying to help, 
and will hurt people he doesn’t want 
to hurt.

The vast majority of minimum wage 
workers are part-time, and often very 
young, entry-level workers. The Bu-
reau of Labor Statistics - the agency 
that collects data for the President – 
reports the following about them:

 •    More than 80 percent work less  
than 40 hours per week

•  61.5 percent are under age 30

•   Nearly 2 of 3 have never been 
married

Raising the price of young, inexperi-
enced workers, will make it less likely 
they will be hired.

Think about a fast food restaurant 
in your community. It’s often where 
local high school or college kids find 
a first job. Its average profit margin is 
6 percent, and as much as one-third 
of its costs are wages. So changing 
the cost of employing people makes a 
big difference.

Imagine this restaurant does enough 
business to support $72.50 per hour 
worth of wages for ten local students 
who have little or no previous work 
experience. They are paid the mini-
mum wage of $7.25 per hour.

When the minimum wage is hiked 
to $9.00 per hour, it clearly doesn’t 
cause the people in the community to 
increase their budget for hamburgers. 
Our fast food joint likely still has just 
$72.50 coming in the door to pay 
entry-level staff, but now that’s only 
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enough to pay eight students rather 
than ten.

Twenty percent of those kids will 
lose their job.

A minimum wage hike that increases 
the cost of their existing jobs doesn’t 
help lower wage workers. It just cre-
ates fewer of them.

What does work: A growing econ-
omy that creates more wealth will 
create more jobs and create high-
er-wage opportunities for all workers. 
Government policy should be giving 
employers more reasons to grow their 
businesses.


