
The debate over increasing the minimum is gaining some momentum. At this point, I think 
some form of comeuppance, if you will, is certainly in the offing. The only ques on remain-
ing is: to what? Will Washington raise it to the Administra on’s preferred $10.10/hour, or 
will it be something less?  

If I were pu ng money down on the issue, I would take the under on this bet. The Republi-
cans will cave on the larger issue, but they sure won’t increase the minimum wage by close 
to $3.00/hour overnight. If the endgame is, indeed, that $10.10 number, it is out in the fu-
ture somewhere, and we will get to it in stages.  

Now, advocates of increasing the minimum wage say it is good for economic growth, while 
opponents say the exact opposite. Who is right? Is the minimum wage good or bad? The 
answer? Um, it depends on how you measure good or bad, and where do you want to look 
for the results?  

Weak answer, huh?  

Where the rubber meets the road, the average hourly wage, across all sectors of the US 
economy, is currently around  $20.39. So, an increase in the minimum wage to even 
$10.10/hour probably wouldn’t have a drama c impact on overall hiring in the United 
States under normal circumstances. Frankly, when you break it down, some industries 
won’t even feel it. However, others certainly will, and therein lies the rub.  

When all the dust se les, tradi onal economics suggests increasing the minimum wage to 
the Administra on’s $10.10/hour could hurt the very workers such an increase is trying to 
help. Let me explain.  

How many people actually make the minimum wage, or less? According to the govern-
ment, the answer isn’t all that many. As a percent of the hourly workforce, some 4.7% 
made the minimum or less in 2012 (for grins it was/is about 2.5% of the total workforce). 
Of that 4.7%, 2.6% made less than the minimum, sugges ng these workers were in indus-
tries where pping is the norm.  As such, employers are not legally required to pay the 
Federal minimum wage. The remainder, 2.1%, make the minimum.  

So, 2.1% or 4.7% or 2.5%? Which one do you think is the most accurate? A er all, a server 
at, say, Applebee’s might make $5/hour, but they might also collect $75/night in ps. For a 
5-hour shi , that works out to be a de facto $20/hour rate. So, there is some gray area in 
there about the true minimum wage. Even so, just who is the average minimum wage 
worker in the United States?  

According to Bureau of Labor Sta s cs (BLS) data from 2012, the characteris cs of the 
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minimum wage worker in the US are as follows:    

 64.4% Are Female 

 77.7% Are Caucasian 

 50.0% Are female Caucasians  

 47.2% Live in Southern United States (DE, DC, FL, GA, MD, NC, SC, VA, WV, AL, KY, MS, TN, AR, LA, 
OK, TX) 

 43.8% Work in food prepara on and related occupa ons 

 83.7% Haven’t completed an Associate’s or Bachelor’s degree 

 27.9% Haven’t completed HS 

 64.4% Work part- me 

 62.3% Are less than 29-years of age 

 50.6% Are less than 24-years of age 

Source: h p://www.bls.gov/cps/minwage2012tbls.htm#6 

There you have it; those are the characteris cs of the American minimum wage worker. They are rela vely 
young; female; haven’t completed college; unmarried; work part- me; live in the South, and work with food 
& drink in some form or fashion. However, that isn’t all that surprising is it?  

Now that we know what the average worker “looks like,” what is it they do exactly? We know they do some-
thing in the food industry, but what? Well, according to, again, the BLS the “broad industry sector” with the 
lowest median wage per hour was, not surprisingly, occupa on code 35-3020 which “fast food & counter 
workers.” This broad category employs an es mated 3,378,030, and has a median hourly wage of $8.80.  

So, there is a very good chance that young woman, from a paragraph or two above, works in a fast food joint.  
Therefore, if you were to make a broad assump on, and I mean a stereotype, the average American mini-
mum wage worker is a young, unmarried, white female who works at a fast food restaurant in the South. As 
such, on your way to the beach this summer, drop that young thing an extra $1 or 2 when you go through the 
drive thru at McDonald’s in Luverne, AL. She will greatly appreciate it.  

But what will an increase in the minimum wage for this person mean? An increase of $1.30/hour on her 25-
hour workweek? Some $32.50/week? You know, that might be the case for some, but consider the good, old-
fashioned supply/demand curve graph below. What happens when you 
place a price floor above the market clearing price? In this case, the market 
clearing price is the hourly rate of “fast food & counter workers,” which is 
$8.80.  

That is right, unless basic economics is completely wrong, we will have a sur-
plus of “fast food & counter workers,” among other jobs to be sure, if and 
when Washington increases the minimum wage above the market clearing 
rate for that par cular work. Does that mean wholesale liquida on of pro-
fessions and the like? Are folks going to immediately get the hook?  
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You know, probably not, as the poli cians will give some sort of grace period before the new law goes into 
effect. That will give plenty of restaurant owners, and retailers, plenty of me to make adjustments to sched-
ules and the like. For the larger guys, and I mean the really big firms, you know, the a ri on rate at some of 
these places is pre y significant, so what fast food and retail giants are going to do is this: allow the current 
workforce to gradually thin itself out, and replace the warm bodies with self-checkout kiosks and counters. 
A er all, according to an MIT website, the price of a 4-lane checkout at a grocery store is about $125,000. 
While that might seem like a lot of money, consider the cost of keeping 4 lanes open for 15 hours at $10.10/
hour (based on my local grocery). That works out to be 4 lanes  * 15 hours * $10.10/hour * 364 days 
(generally closed on Xmas you know) = $220,584/year.  

Now, obviously, that assumes rela vely peak usage, but the fact remains: checkout/cashier technology has 
advanced to a point where any significant ar ficial increase in labor costs will likely cost a lot of those young 
women a job in the future. Heck, it is already more cost effec ve to use the self-serve kiosks, so why would-
n’t fast food joints, groceries, and discounters pare back the number of cashiers? If they have to give 15% 
raises (10.10/8.80) as mandated from Washington?  

Is it so hard to imagine a touch screen kiosk in McDonald’s? Or anything under 20 items at the Winn-Dixie has 
to go to the self-serve kiosk? Or perhaps the grocery or retailer charges a slight premium on full service lanes, 
just like filling sta ons used to do so back in the day? That’s right, gas sta ons went self-serve a long me 
ago, to the point where you can hardly find a full serve any longer. Why wouldn’t other retailers follow suit? 
Par cularly IF Washington mandates a price floor for labor ABOVE the current clearing mechanism?  

That is where we will find our surplus labor in the future: all those folks who used to be cashiers and counter 
clerks in fast food joints, etc., are going to be staring a pink slip in the face as their companies automate in 
response to a graduated increase in the minimum wage.  

Will this crush the economy? No, because this segment of the economy wasn’t/isn’t the real driver anyhow. 
Will it lead to a massive loss in jobs? Probably not, as companies allow standard a ri on to do the dirty work 
as the new minimum wage stages into the economy. Will it help the average worker? No, as the average 
worker already makes double the recommended minimum wage, and only 4.7% of American workers make 
at or less than the minimum wage.  

Therefore, strangely enough, both sides of this argument are kind of right. It ain’t going to crush the economy 
to give a few folks some more money, and it is going to be expensive for employers. However, having less 
than 5% of the popula on make an addi onal $1000/year probably isn’t that big of a deal, and capacity has 
always been expensive for business owners….there are no two ways about it.   
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