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Most Minimum-Wage Jobs

Lead to Better-Paying Opportunities

James Sherk

he minimum wage does not need to rise for min-

imum-wage employees to get araise. Two-thirds
of minimum-wage workers make above the mini-
mum wage a year later. This happens because most
minimum-wage jobs are entry-level positions. They
teach unskilled and inexperienced workers basic
employment skills. Without these skills, they can-
not qualify for higher-paying jobs. As they acquire
these skills, they become more productive and can
command higher pay.

Raising the minimum wage reduces the avail-
ability of these entry-level jobs, making it harder
for less-skilled employees to acquire the experience
necessary to move up. A minimum-wage increase
would hurt the very workers Congress wants to help.

Entry-Level Jobs for Less Experienced Work-
ers. Congress increased the federal minimum wage
to $7.25 per hour on July 2009, and it has remained
there since. Prominent Members of Congress argue
that this means “millions of workers have been with-
out a raise.” Not so. Few workers who earned the
minimum wage in 2009 still do so today. Minimum-
wage jobs are the first rung on a career ladder that,
for most, soon leads to higher-paying work.

This is because minimum-wage jobs are entry-
level positions. Minimum-wage workers are typi-
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cally low skilled and have little workforce experience.
A majority are between the ages of 16 and 24.> Mini-
mum-wage jobs teach these workers valuable employ-
ment skills, such as being a dependable employee,
accepting direction from a supervisor, and working
constructively with coworkers and customers.

Employers highly value these “soft skills,” and
workers must acquire them before they can advance
to higher-paying positions. Once workers gain these
skills, they become more productive and earn higher
wages. The notion that workers are trapped earning
$7.25 per hour ignores the role that minimum-wage
jobs play in starting low-skilled workers’ careers.

Acquiring Experience and Productivity Leads
to Higher Pay. Most American workers started out
near the minimum wage: 55 percent began their
careers making within a dollar of the minimum
wage.® However, most minimum-wage workers also
experience rapid upward wage mobility. Two-thirds
of minimum-wage workers make more than the min-
imum wage within a year.* They either earn promo-
tions at their existing jobs or accept higher-paying
jobs at other companies.

Among those minimum-wage employees who
earn a raise, the median worker makes 24 percent
more a year later. The workers at the 75th percentile
see their pay rise 66 percent.” Once workers gain the
skills and experience that make them more produc-
tive, they command higher pay.

Workers can also choose to become more produc-
tive more quickly—increasing their earnings in the
process. Two-thirds of minimum-wage earners work
part time; many are students and young adults who
desire this flexibility.® However, minimum-wage
workers who work longer hours develop their skills
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and gain experience more rapidly than those only
working part time. As a result, they become more
dependable employees sooner, and it takes them less
time to complete the same tasks. This makes them
more productive on the job, and, consequently, they
move up faster.

The typical minimum-wage employee who works
full time (35 hours or more per week) has a 13 per-
centage point greater likelihood of earning a raise
within a year than a minimum-wage worker putting
in fewer than 10 hours per week.” Increased produc-
tivity, not government fiat, raises wages.

Inequality of Opportunity. Raising the mini-
mum wage causes employers to create fewer entry-
level jobs. Employers will not pay their workers
more than the value they produce. For example, a
firm will not pay an employee $10.10 per hour if his
or her labor raises earnings by only $9.00 per hour.
Higher minimum wages mean fewer employment
opportunities.

Econometricians have determined that employ-
ers respond to minimum-wage increases primarily
by reducing hiring—not laying off existing employ-
ees (many of whom would soon earn raises regard-
less). In time, reduced hiring substantially reduces
total employment. Over a five-year period, a 10 per-
cent increase in the minimum wage reduces total
employment by 1.2 percent.?

Reducing the number of entry-level job openings
makes it harder for unskilled and inexperienced
workers to get started in the job market. Few employ-

ers will offer workers $15 or $20 per hour until they
have demonstrated their skills and reliability. Col-
lege graduates can demonstrate this through their
degrees. Workers without college degrees need job
experience in order to qualify for better jobs.

Minimum-wage increases cut off the bottom
rung of these workers’ career ladders. They per-
versely increase inequality of opportunity, making
it harder for inexperienced workers to get started in
the labor market.

The First Step on the Career Ladder. Many
Members of Congress argue that the government
needs to increase the minimum wage to give Ameri-
can workers a raise. But they misunderstand the
nature of minimum-wage jobs. They are entry-level
positions filled by employees with limited work expe-
rience and often few job skills. These workers need
to demonstrate their reliability and acquire basic
workplace skills before they can qualify for higher-
paying jobs. As they gain these skills, they become
more productive and earn raises and promotions.
Two-thirds of workers in minimum-wage jobs earn
raises within a year. Employees who acquire more
experience receive faster raises.

Minimum-wage jobs are the first step on a career
path of upward mobility. Without access to entry-
level jobs, employees remain stuck at the bottom.

—James Sherk is Senior Policy Analyst in Labor
Economics in the Center for Data Analysis at The
Heritage Foundation.
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