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CALIFORNIA"S MINIMUM WAGE

c alifornia is one of 17 states that raised its minimum wage this year. California’s minimum wage will rise to $7.50 per hour

on January 1, and increase to $8.00 per hour in 2008. In 2007, 28 states and the District of Columbia will have a minimum
wage above the federal rate of $5.15 per hour, and 10 of those states will also index their minimum wage to keep pace with the

cost of living. The following outlines some key facts about the minimum wage in California.

K E Y F A C T S

m Qver 1.4 million workers in California Approximately one out of every 10 California workers earned within a dollar of the state’s
earn at or near the minimum wage. minimum wage in 2004.

® A majority of workers who earn at or In 2004, 56.3 percent of California workers who earned within a dollar of the minimum wage
near the minimum wage are adults were age 20 or older and worked at least 35 hours per week. Nearly six out of 10 (59.1
who work full-time. percent) low-wage workers of all ages worked a minimum of 35 hours per week.

Characteristics of California’s Low-Wage Workers, 2004

Low-Wage Workers All Workers

Age

16t0 19 16.8% 4.2%

20to 24 23.5% 11.6%

25t0 64 59.7% 84.2%
Gender

Male 50.4% 53.8%

Female 49.6% 46.2%
Race/Ethnicity

Latino 57.1% 32.1%

White 26.5% 47.2%

Other 16.4% 20.7%
Hours of Work

Full-time (35 or more hours per week) 59.1% 82.0%
Part-time

20 to 34 hours per week 28.1% 13.1%

110 19 hours per week 12.8% 4.9%
Industry

Educational and Health Services 10.0% 20.2%

Leisure and Hospitality 25.5% 8.7%

Manufacturing 11.2% 11.9%

Wholesale and Retail Trade 22.2% 14.8%

All Others 31.1% 44.4%

Note: Includes working population age 16 to 64. Low-wage workers are those with an hourly wage
between $6.75 and $7.74 per hour.
Source: CBP analysis of Current Population Survey data
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m Few workers who earn at or near the
minimum wage are teenagers.

m Modest increases in the minimum
wage have had very little or no effect
on employment.

m Many workers who have minimum
wage jobs do not move on to higher
paying jobs.

® The purchasing power of the mini-
mum wage has declined over time.

® The current minimum wage is
inadequate to support a single
adult, let alone a family.

Approximately one out of every six (16.8 percent) low-wage workers in California were
age 16 to 19in 2004. In contrast, 59.7 percent of California’s low-wage workers
were age 25 or older.

This was the conclusion of the Council of Economic Advisers expressed in the 1999
Economic Report of the President. A series of studies conducted by economists David Card
and Alan B. Krueger found no evidence of job loss following a minimum wage increase in
California in 1988, in New Jersey in 1992, and nationally in 1990 and 1991."

A 2001 study by government economists estimated that more than one-fifth (21.0 percent)
of workers nationally spend at least half of their first 10 post-school years in jobs that pay

within one dollar of the minimum wage.? Furthermore, 12.2 percent spend all of their first
10 post-school years in jobs that pay within one dollar of the minimum wage.

Since 2002, the purchasing power of the state’s minimum wage has dropped by $0.88, an
11.5 percent decline. The inflation-adjusted value of the minimum wage is 33.1 percent
lower than it was in 1968.

Despite Recent Increases, the Purchasing Power of California’s Minimum Wage
Has Dropped 33 Percent Since 1968
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Note: 1968-73 reflects California minimum wage for women ($1.65); minimum wage for men was $1.60.
Source: Department of Finance

At $6.75 per hour, the state’s minimum wage translates into an annual salary of $14,040
for a full-time, year-round worker — $11,827 below what a single adult in California needs
to earn to pay for the most basic necessities such as housing, food, and health care.3

A minimum wage salary provides 26.0 percent of the income needed to cover the basic
expenses of a family of three (one adult and two children) in California.
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