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Sound familiar?

"Do not let any calamity-howling executive
with an income of $1,000 a day,
...tell you...
that a wage of $11 a week is going to have a
disastrous effect on all American industry."

~President Roosevelt
The night before signing the 1938 FLSA


Presenter
Presentation Notes
Sec of Labor Francis Perkins…previous bills unconstitutional 


FLSA beyond MWs



Presenter
Presentation Notes
Protections for women and child workers easily exploited. Used small stature for all kinds of dangerous jobs in mines and textile.
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Source: Fair Labor Standards Act & amendments



1966 FLSA & The Two-tiered System
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1966 FLSA MW 1.25 to $1.40 
Widened the umbrella of coverage
but introduced TC


The Two-tiered System

$8.00

$7.25

$7.00

$6.00

$5.00

$4.00

$3.00

$2.13

$2.00

$1.00

! TW= 50%
v

$0.00

©

o o) 2 (%) o ) o
b0 9% ™ 91° L P P° 0 g o 09 0 o oot

Source: Fair Labor Standards Act & amendments Allegretto 2015


Presenter
Presentation Notes
MW $1.25 increased to $1.40
TC=62 cents
TW=63 cents


Customer provided wage subsidy
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 1966MW $1.25   TC=62 cents  TW=63 cents
Lion’s share of the wage bill…71% or $5.13 paid for by customer tips…who subsidize the wage bill. What a deal!


Slip sliding away
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Presentation Notes
Long downward trend. Long periods of erosion. CPI matters or another type of measure.
CPI U RS: low bar but good for historical series $9.75
CPI-U official & used by CBO closer to $11…no matter 1968 was the high point.


Wage Growth in the USA: 1979-2013
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3 DECADES Wage growth in US declining at the bottom…growth mostly at the top.
Low wage workers in 2013 were making LESS than their counterparts in 1979…
Even as the economy grew much bigger and the US became much richer and workers
Became much more productive! Again UNIONS and bargaining power


Gender matters
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Source: BLS CPS data. Allegretto & Cooper, EPI 2014 brief http://www.irle.berkeley.edu/cwed/briefs/EPI-CWED-BP379-1.pdf
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Women. Many single mothers. 


Restaurant industry is booming
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Who are MW workers?
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Within 10% of the MW 1990-2010
MW workers are approx 10% of all US workers…hasn’t changed much since 1990. 
Minority women, over 30 yrs of age…many with children.
Food industry, retail and service jobs. 


MW Policy $10.10
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Source: The Economic Policy Institute, Briefing Paper #371. http://www.epi.org/publication/safety-net-savings-from-raising-
minimum-wage/ by David Cooper.
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Presentation Notes
Increase larger than 10%...spillover or ripple effects. 
1/8 TEENS
$12:50 would lift many working poor out of poverty.
And off of public subsidies. 
1 in 5 children in US have a parent who would benefit from MW increase.


What should it be?
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Ave. Wage $20.61 in 2014. So, Again, if the MW were closer to $10 (1/2)  it would be better.
But is that a low bar?  


“One step up & two steps back”

~Springsteen
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MW $22 if it kept up w/PRODUCTIVITY!!! Closer to $32 if it kept up to Top 1% wage growth!!
And economic pie has expanded greatly…richest county in the world. Yet, trying to get lowest paid workers back to what counterpts were making over 4 decades ago.
UNIONS! 

Note: From 1948 to 1979, productivity rose 108.1 percent, and hourly compensation increased 93.4 percent. From 1979 to 2013, productivity rose 64.9 percent, and hourly compensation rose 8.2 percent. * Data are for compensation of production/nonsupervisory workers in the private sector and net productivity (growth of output of goods and services less depreciation per hour worked) of the total economy. Hourly compensation is derived from inflating the average wages of production/nonsupervisory workers from the BLS Current Employment Statistics (CES) by a compensation-to-wage ratio. The compensation-to-wage ratio is calculated by dividing the average total compensation (wages and salaries plus benefits) by the average wage and salary accruals of all full- and part-time employees from the Bureau of Economic Analysis (BEA) National Income and Product Accounts (NIPA) interactive tables. The 2013 compensation-to-wage ratio used in the calculation of hourly compensation was estimated using the growth rate of the compensation-to-wage ratio from 2012 to 2013 from the Bureau of Labor Statistics (BLS) Employer Costs for Employee Compensation (ECEC). 
Source: Authors' analysis of data from BLS Labor Productivity and Costs program, Bureau of Labor Statistics Current Employment Statistics public data series and Employer Costs for Employee Compensation, and Bureau of Economic Analysis National Income and Product Accounts (Tables 2.3.4, 6.2, 6.3, 6.9, 6.10, and 6.11) UPDATED FROM: Figure 4U in The State of Working America, 12th Edition, an Economic Policy Institute book published by Cornell University Press in 2012 
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Presentation Notes
About 45% of workers are in states w/$7.25
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40% in states w/$2.13.


=
Natural experiment
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Always changing. End of 2014. Seeing debate in states that never had a MW>Fed MW.
Like 

MW $7.25==45% workforce
TW $2.13 covers about 40%

AS of 2015:
RED FULL TC	                   17 states   	  39.0% 
BLUE NO TC	         	 7 states	  16.7% 
GREY is PART TC  	27 states	  44.3%



MW —TW =Tip Credit
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EXAMPLES Across the country
These numbers are from the Dept of Labor, January 2015
January 2015:
NEBRASKA $8.00 and $2.13 = TC = $5.87
S. DAKOTA  $8.50 and $4.25 = TC = $4.25

TW…restaurant chains exist in all scenarios 

Walmart, Ikea, GAP, Whole Foods…
INDEXING!




Poverty rates
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Source: BLS March CPS data. Allegretto & Cooper 2014. Allegretto 2015
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Presentation Notes
Working poor…higher MW will help them. 
-Tipped workers includes all bartenders and wait staff
-Private sector workers doesn’t include self-employed


Unions & inequality
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Wage Growth in the USA: 2007-2014
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Presentation Notes
More recently since the onset of Great Recession. Workers no BARGAINING PWR. 2 Tiers, attack on public sector workers. 
Serious problem of wages—FEDs dual mandate!
Full employment.
BTW 10th not doing as badly due to MW increases in the last few years.
In the last year alone @ 10th wages up 1.6% in states w/MW hikes.
…and up just 0.3% in states without MW increases. 

Walmart, Target


Importance of wage floors

* More important as few workers have
unions/bargaining power

* Four decades of declining wages

* Recent stagnating family incomes

= Significant increases in student loans

* Workers falling further behind amidst
growing inequality


Presenter
Presentation Notes
Political debated…call to end MW by some…free marketers

Declining wages especially males at the bottom



Can we raise the wage floors?

Yes, both the MW and the TW

= Natural experiment and credible academic studies

Polls report 75% want $12.50 MW

= 53% of Republicans agree

= 71% support elimination of tipped wage

Wortkers, activists & unions push forward

= FFF $15 and right to collectively bargain
= Restaurant Opportunities Centers

" Unions support higher MWs

= OUR Walmart



THANKYOQU!

Sylvia A. Allegretto, PhD
allegretto@berkeley.edu

www.irle.berkeley.edu/cwed/allegretto.html
510 643-7080



mailto:allegretto@berkeley.edu

Resources

® CWED http://www.irle.berkeley.edu/cwed/allegretto.html
® |IRLE: www.irle.berkeley.edu/research/minimumwage

® The Economic Policy Institute: www.epi.org

® NELP: www.nelp.org

® DOL FLSA: www.dol.gov/dol/aboutdol/history/flsa1938.htm


http://www.nelp.org/
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