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STATEMENT OF HEIDI HARTMANN, Ph.D. 

 

Mr. Chairman and Members of the Committee on Civil Service and Labor, I am Heidi Hartmann, 

President and Director of the Institute for Women's Policy Research, an independent nonprofit 

scientific research institution that studies issues of particular concern to women, especially 

economic issues such as welfare reform, equal pay, and child care. I am an economist with a 

Ph.D. degree from Yale University, as well as a Research Professor at the George Washington 

University. I am pleased to have the opportunity to submit my views on the case for raising the 

minimum wage, and especially the impact on women of an increase in the state minimum wage. 

Please note that my opinions are my own and do not necessarily reflect the opinions of the Board 

of Directors or funders and supporters of the Institute for Women's Policy Research or the 

George Washington University. 

 

There are five important factors to consider in deciding about an increase in the state minimum 

wage. These considerations are both theoretical and empirical. 

 

First, it is important to know why societies commonly set a wage rate floor. While economists 

generally argue that competition among consumers, workers, and employers operating through a 

relatively unfettered market place results in an efficient and socially-desirable allocation of 

resources (through the operation of the “invisible hand”), they also recognize instances of 

“market failure,” instances when markets left on their own produce undesirable outcomes. For 

example, history shows that if workers are allowed to compete with each other at the bottom of 

the labor market for scarce jobs, unskilled workers will bid wages down to very low levels 

indeed. In an attempt to meet their pressing short-term needs, workers who lack protection and 

other income will drive wages below the level needed for long-run survival and economic 

security, leading to the Malthusian result that workers and their families would actually starve to 

death. In other words, the equilibrium wage set by the unmonitored operation of the market 

would be below the wage necessary for survival. Thus, throughout history, wage rates have 

generally been set collectively, indeed virtually since the beginning of waged labor. This is 

routinely done to increase the standard of living above where the market might set it if left on its 

own, because the consequences of not intervening in the market would simply be too dire. 

 

Second, in the United States today, while the national wage standard helps to level competition 

between states by setting a uniform wage rate floor, the stagnation of wages for the majority of 

workers has for now left the responsibility of keeping wages in step with changes in the cost of 

living and inflation to the states. Establishing a firm floor within a state prevents unhealthy 

competition that would lead to a race to the bottom in the state labor market. States with low 

wages generate weak purchasing power, lack strong markets for the goods and services 

produced, and have low tax revenues which limit public investment in growth and productivity 

oriented infrastructure, like education and transportation, restricting economic growth still 

further.  

  

Third, determining the level at which the state minimum wage should be set is a matter of trial-

and-error. Looking at the past track record and current empirical results is important. 

Historically, the New York state minimum wage has largely traced the federal minimum wage 

rate, though the relatively higher cost of living in New York with respect to the state average 



wage provides justification for the state rate to be higher than that dictated by the federal statute. 

In fact, between 2005 and 2009, New York’s minimum wage rate was higher than the federal 

minimum wage. However, as the growth in the New York state minimum wage slowed and that 

at the federal level increased, that gap closed, with both the state and federal rates now at $7.25. 

If New York had maintained its peak 31-percent gap in 2006 between the state and federal 

minimum wage rates, New York would currently have a state minimum wage rate of $9.50, well 

above the increase to $8.50 that has been proposed in the state.
1
  

 

The state and federal minima are low relative to our historical experience, and the low minimum 

is contributing to several social problems, such as the growing gap between the top and the 

bottom. According to the Economic Policy Institute (Mishel, Bernstein, and Schmitt, 1997), the 

erosion in the value of the minimum wage accounted for 1/5 of the growth in wage inequality 

between 1979 and 1992 for men and two-fifths for women (where inequality is measured as the 

wage difference between the worker at the 10th percentile of the wage distribution and the 

worker at the 90th percentile). In real terms, the value of the New York state minimum wage 

peaked in 1970 and the decline in value was particularly steep between 1970 and 1989; even the 

most recent nominal increase in the minimum wage (for both the federal and New York state 

rates) to $7.25 in 2009 leaves the wage 15 percent below its 1962 value in real terms. In order for 

the minimum wage to be successful in establishing a reasonable hourly earnings level for those 

in the lowest-paid, and often lowest-quality, jobs, the rate must function as a real wage floor; the 

declining shares of hourly-paid workers who are paid at or below the federal minimum wage 

over the last thirty years suggest that this is not the case.
2
 

  

In 2011, 199,000 workers in New York earned at or below the state minimum wage, comprising 

5.1 percent of all workers state-wide (U.S. Bureau of Labor Statistics 2012). According to the 

U.S. Census Bureau, close to one-fourth (23.4 percent) of the families in New York have 

household incomes below $25,000 in 2010.
3
 A single mother working at the state minimum 

wage would have to work 49 hours a week year-round to lift her family with two children above 

the federal poverty line, $18,310 a year in 2010 dollars. In a recent report, the Fiscal Policy 

Institute analyzed the impact of lifting the state minimum wage to $8.50 in 2013. Its findings 

show that a total of 880,000 or more than 11 percent of New York workers would benefit from 

the wage increase (Fiscal Policy Institute 2012a). This includes those currently earning below the 

proposed $8.50 minimum wage and those earning slightly above $8.50 who are also likely to 

receive wage increases from employers. The majority of the affected workers would be 

employees in retail and food service industries.  

 

Fourth, some demographic groups of workers will benefit more than others from an increase in 

the minimum wage. By definition, those at the bottom of the labor market will benefit more and 

those workers are disproportionately female. Women are 48.9 percent of all New York workers 

but 56.4 percent of workers earning below $8.00 an hour. Of those whose wages would increase 

if the minimum wage were raised to $8.50, 55.4 percent would be women. If the minimum wage 

                                                      
1
 IWPR calculations using published minimum wage data from the U.S. Bureau of Labor Statistics (2011 and 2012). 

2
 The percent of hourly paid workers earning at or below the Federal minimum wage fell from 15.1 percent in 1981 

to 5.2 percent in 2011 (Table 10, U.S. Bureau of Labor Statistics 2012). 
3
2006-2010 American Community Survey 5-Year Estimates of Selected Economic Characteristics retrieved on May 

7, 2012 using American FactFinder. 



were further raised to $10.00 over three years, 803,300 female workers statewide would be 

affected directly (Fiscal Policy Institute 2012b). In 1979, a woman working at the minimum 

wage earned 70 percent of the hourly wage of the median female worker (the woman right in the 

middle of the female wage scale); in the state of New York, in 2010, that ratio was only 39 

percent.
4
 Thus, an increase in the minimum wage would help to increase women's wages 

substantially and help close the wage gap between women and men. The role of the minimum 

wage in mitigating the widening of the gender wage gap has been observed in the past; as 

women’s labor force participation increased sharply in the 1960s, the average skill and 

experience of the new female entrants into the labor market resulted in the slow overall wage 

growth among working women; however, the effect of regular increases in the federal minimum 

wage throughout the decade helped hold up the bottom of the labor market and combat any 

widening of the gender wage gap during this time. While opponents of a minimum wage increase 

often make much of the fact that a high proportion of minimum wage workers work part-time 

(nationally, women were more than twice as likely as men to be working part-time in 2011),
5
 it 

should not be overlooked that the families of these women also depend on their wages and 

increasingly so in the wake of the Great Recession. Women who prefer or must work part-time 

to care for family members very often find that minimum wage jobs are all that are available 

during the hours they can work. Unfortunately, their low wages will follow them into retirement, 

resulting in lower Social Security and retirement benefits, as well. 

 

Fifth, it is important to remember that the low level of the current minimum wage means that 

low-wage employers, much like businesses that pollute the air and waters, are imposing costs on 

society at large. The consumers of the products and services produced by these low-wage 

workers are also imposing costs on others. These society-wide costs should be weighed against 

the costs of providing for the increase in unemployment if the minimum wage is set too high. It 

is important to note, however, that most empirical literature on the effects of raising the 

minimum wage find little or no increase in unemployment simply because the wage increases are 

generally modest and not over large (Card and Krueger 1994 and 1995). 

 

When consumers buy cheap goods produced by workers earning less than a survival wage, and 

those low labor costs are subsidized by public programs such as the Earned Income Tax Credit, 

food stamps, and Medicaid, then those consumers are being subsidized by taxpayers who fund 

these ‘wage supplement’ programs. It's neither fair nor efficient for some employers to pay all of 

their labor costs--by paying their employees a living wage--and have to compete with other 

employers whose labor costs are subsidized by public programs because they pay less than a 

living wage. Consumers think they're getting a bargain by buying cheap goods, when in fact the 

real cost of those goods is paid for by taxpayers. Economists generally argue that all economic 

activities should at least pay their own way; failure to properly assign all the costs of an activity 

distorts the market. Goods that are produced too cheaply, for example, are overused and our 

economy produces more of them than is optimal. The cost of providing larger unemployment 

benefits to those low-wage workers who might become unemployed as a result of a minimum 

wage increase would be more than offset by the savings in reduced benefits given to those 

                                                      
4
 IWPR calculations using published 2010 data on women’s median weekly earnings from the U.S. Bureau of Labor 

Statistics (2011). 
5
 In 2011, 36 percent of women and 15 percent of men worked full-time (IWPR calculations using published 2011 

data from the U.S. Bureau of Labor Statistics (2012b)). 



currently earning low wages (who with an increase in the wage need fewer or no public 

benefits). A one-dollar increase in the minimum wage translates into an increase of more than 

$2,000 per year in income for a full-time worker. 

 

Despite the current high unemployment rate, raising the minimum wage will increase household 

incomes, stimulate spending, boost demand, and create jobs. Researchers estimate that a three-

step increase of the minimum wage to $10.00 would create somewhere between 17,200 and 

37,500 jobs on net (Fiscal Policy Institute 2012b).  Moreover, research shows that any negative 

effects of pay equity wage increases can be reduced by phasing in the increases over time. IWPR 

research on wage increases in state civil services shows that those states that phased in their 

wage increases had better employment growth than those that implemented one time increases. 

For this reason, it not only makes sense to phase in increases over more than one year, it also 

make sense to index the minimum wage to increases in inflation or the average wage, so that 

future increases will be relatively small and would occur predictably at a given time of year. 
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