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On New Year’s Day 2014, 13 states raised their minimum 
wage above the federal level. New York State pushed up its 
pay minimum to $8.00 an hour in January, and will 

increase it to $8.75 in 2015, and to $9.00 in 2016. And New Jersey 
increased its minimum wage to $8.25. Twenty-one states now set 
their pay floor above the federal $7.25/hour, and 11 also raise the 
state minimum automatically each year to adjust for price inflation. 

These efforts are only the beginning. The national Democratic 
Party has announced plans to make the minimum wage a focus of 
the 2014 elections. At the same time, the new mayor of New York, 
Bill de Blasio, announced at his inaugural speech in January that 
he intends to give the fight against income inequality high priority 
in New York City. Although he hasn’t specifically mentioned the 
minimum wage, many regard it as an effective tool for at least 
moderating extreme income inequality, because a reduction in 
inequality requires that the mean incomes of those at the bottom 
rise at a higher rate relative to those at the top.1 Critics, of course,  
claim that these increases are harmful to businesses and only make 
the hiring of low-skilled workers more difficult. And yet, the 
segment of the labor market earning the statutory minimum only 
tells part of the story. The real issue is: who earns an “effective” 

maintained at 50 percent of average hourly earnings, it would be 

$10.72 an hour; not $7.25. In the New York City metro area the 
hourly earnings average was $24.94, which means that 50 percent 
of the average annual hourly wage should have been $12.47. While 
the median hourly wage in the U.S. was $14.90, in the New York 
City Metro area it was $16.83. Increasing New York State’s 
minimum wage to $8.00 an hour still leaves it at 47.5 percent of the 
median wage and 64.2 percent of the average annual hourly wage 
in the New York metro area.

Critics, of course, will argue that most minimum wage workers are 
secondary earners — mostly teenagers — but that focus is too 
narrow. The issue is the “effective minimum wage population,” 
which we can define as: those earning between the statutory 
minimum wage and 50 percent of average annual hourly earnings. 
In this paper, I use data from the 2012 March Supplement of the 
Current Population Survey to look at the effective minimum wage 
population in the New York City Metro area. Our findings 

certainly support much of what we already suspect: that those most 
likely to be among the effective minimum wage work force are 
primarily in food service and poorly educated. But it will also 
become clear that effective minimum wage earners in our metro 
area are not primarily teenagers. Moreover, some of the industry 
and occupational composition of effective minimum wage earners 
in the New York City metro area differs from the rest of the nation 
in ways that one would not necessarily expect.

Opposition to State Minimum Wage Hikes
The standard arguments against increasing the minimum wage are 
well known. Increasing the minimum wage, as economist George 
Stigler once famously observed, either leads to lower employment 
or increased productivity.2 According to the Econ 101 mainstream 
model, in perfectly competitive markets, market- clearing wages 
are achieved when the demand for labor is exactly equal to the 
supply of labor.  In a competitive market, there is no such thing as 
unemployment because wages either rise or fall until the demand 
for labor is again exactly equal to the supply. At a wage at which 
demand equals supply, all those willing and able to work at that 
wage will be employed. More people willing to work will result in 
the wage falling further, which in turn will induce firms to hire 
more workers. Conversely, firms unable to hire as many workers 
as they would like will be forced to raise wages to induce additional 
people to enter into the labor market. A wage floor, such as a 
mandated minimum wage, prevents the cost of labor from dropping 
below the minimum. When the minimum wage is higher than the 
equilibrium wage, fewer workers will be hired than are willing to 
work, the result being unemployment. Each worker in a competitive 
market receives the value of his or her marginal product, which is 
the amount of increase in, say, a unit of labor. When adding 
additional workers results in an increase in total revenues, the 
firm’s output also increases. An effective minimum wage, then, 
either accomplishes two things: either workers whose value is less 
than the minimum will lose their jobs or productivity among low-
efficiency workers will increase.

The minimum wage, then, is expected to only hurt low-wage 
workers because their skills levels tend to be low and their 
attendant economic value is less than the minimum. Moreover, few 
workers in the labor market actually earn the statutory minimum 
wage. Rather most minimum wage earners are secondary earners, 
primarily teenagers. As their income is deemed not to be primary 
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Table 3 
Characteristics of those Earning Effective Minimum Wage

U.S. NY State NYC  
Metro Area

NYC/U.S. 
Diff (%)

NYC/NYS 
Diff (%)

AGE

15-17 .2 .8 .1 50.0< 87.5<

18-24 17.1 10.4 13.8 19.3< 32.7>

25-34 26.7 24.0 27.3 2.2> 13.8>

35-44 21.2 23.2 22.9 8.0> 1.3<

45-54 19.7 24.3 20.9 6.1> 14.0<

55-64 11.3 13.9 11.9 5.3. 14.4<

65-74 2.9 2.8 3.2 10.2> 14.3>

75+ .8






