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The Impact of Higher Wages on Public Transfers  

 

Introduction  

Millions of working Americans and their families rely upon income from public assistance programs to 

afford their basic needs. As participation in these programs swelled in the Great Recession and its 

aftermath, there has been growing concern that some of these programs, meant to serve as temporary 

protections from undue material hardship, have become semi-permanent supplements to labor income 

that is insufficient to meet basic costs of living, even for full-time workers. Recent calls to raise the 

federal minimum wage have highlighted this issue, arguing that the inadequacy of the current national 

wage floor allows—if not encourages—employers to use public assistance programs to meet some of 

their labor costs.  

 

As policymakers consider means of lifting wages among low-wage workers, such as raising the minimum 

wage, it is important to better understand how such policy changes might affect public assistance and 

transfer program utilization. The income restrictions on most programs would suggest an unambiguous 

decline in participation and program costs. Yet because the Earned Income Tax Credit (EITC) is designed 

as an increasing wage subsidy up to a set threshold, it is not clear at first glance that raising the wage 

income of low-income would necessarily lead to a net reduction in overall transfer spending. 

 

This paper examines the utilization of public assistance among low-wage working individuals and their 

families. It looks specifically at participation in Medicaid and the six primary means-tested income-

support programs: the Earned Income Tax Credit (EITC); the Supplemental Nutrition Assistance Program 

(SNAP), also known as food stamps; the Low Income Home Energy Assistance Program (LIHEAP); the 

Supplemental Nutrition Program for Women, Infants, and Children (WIC); the Section 8 Housing Choice 

Voucher Program; and the Temporary Assistance for Needy Families program (TANF) or equivalent state 

and/or local cash assistance programs.  

 

Key findings include: 

- Half of all working recipients of public assistance work full time, defined as at least 1,990 hours per 

year. 

- More than half (54.2 percent) of all workers in the bottom decile of wage-earners receive income 

from public assistance programs, either directly or through a family member. Just less than half 

(45.1 percent) of workers in the second decile of wage-earners also receive public assistance 

benefits. 

- Increasing wages for low-wage workers would unambiguously reduce net spending on public 

assistance, particularly among workers in the range likely to be affected by a federal minimum wage 

increase.   

- Raising the federal minimum wage to $10.10 per hour would decrease the number of workers 

receiving public assistance by an estimated 1.4 million workers, saving safety net programs more 

than $5.4 billion annually.  Both of these estimates are likely too conservative as they are not 

adjusted for the known underreporting of transfer income in the data. 
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The layout of the paper is as follows: After a brief review of similar previous research, I discuss the data 

sources and methodologies used in this study, and then present summary statistics on program 

participation and transfer income receipt by working individuals’ annual hours of work, hourly wage 

level, and major industry of employment. Using a series of linear regressions, I then examine how higher 

wages among these workers affects utilization rates and benefit dollars received. Finally, I use a 

microsimulation approach to estimate the effect that the federal minimum wage to $10.10—as 

proposed in the Fair Minimum Wage Act of 2014—would have on program participation rates and 

aggregate program spending.  

 

Background and previous literature 

 

There is relatively little research into how increases in hourly wages among low-wage workers, typically 

through increases in statutory wage floors, affect government spending and participation in public 

assistance programs. While the minimum wage is one of the most studied topics in economics, most of 

this research has focused primarily on how wage floor policies affect employment – see Kuehn (2014) or 

Schmitt (2013) for a summary. In recent years, some researchers have looked more closely at how 

increases in the minimum wage have affected family incomes and poverty rates. Dube (2013) provides 

an extensive survey of this literature and conducts his own analysis of Current Population Survey data. 

Consistent with most past research, he finds that increases in the minimum wage significantly reduce 

poverty rates and increase family incomes, particularly for low-income families.  

 

More recently, the Congressional Budget Office (2014) examined the potential effects of a federal 

minimum wage increase to $10.10. While there is some debate over their predicted effects on 

employment—see Schmitt (2014) or Shierholz and Cooper (2014)—CBO estimated that an increase in 

the federal minimum wage to $10.10 would increase family incomes of workers below the federal 

poverty line by $5 billion and lift incomes of workers between one and three times the poverty line by 

$12 billion. They predict that such an increase would lift 900,000 people above the federal poverty line.  

 

CBO notes that these increased earnings would result in higher tax revenue and reduced spending on 

certain means-tested federal assistance programs, although they do not go into detail on the predicted 

effects upon individual programs. They also predict that the government would face some additional 

direct costs from increased wages to a small number of government employees, and possibly a small 

increase in purchasing costs of certain goods and services if prices were raised by producers in response 

to the wage hike. In the short-term, CBO predicts that federal expenses would go down, but then could 

go up later on if the increase has any negative effect on employment. On net, they conclude that “it is 

unclear whether the effect for the coming decade as a whole would be a small increase or a small 

decrease in budget deficits.”i 

 

Yet other researchers have attempted to quantify the potential savings to government transfer 

programs from federal minimum wage increases in the past. Giannarelli, Morthon, and Wheaton (2007) 
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used a microsimulation model of all U.S. tax, transfer, and health programs to estimate the effects of 

package of labor and anti-poverty policies, including raising the federal minimum wage to from $5.15—

its level in 2007—to $7.25. They estimated that such an increase would decrease transfer costs or raise 

federal revenues by over $2 billion (roughly $2.5 billion in 2013 dollars.) They also simulated raising the 

minimum wage to half the average wage of production, nonsupervisory employees—at that time, equal 

to $8.40—and estimated it would reduce transfer costs or raise revenues by $12 billion ($15.2 billion in 

2013 dollars.) 

 

Other researchers have looked at how low wages and the minimum wage interact with utilization of 

specific transfer programs or utilization in particular states or industries. West and Reich (2014) look 

specifically at the effect of past minimum wage increases on SNAP enrollments and expenditures. They 

use a regression framework exploiting state variation in minimum wage levels over a twelve-year period 

from 1990 to 2012. They find that “a 10 percent increase in the minimum wage reduces SNAP 

enrollment by between 2.4 and 3.2 percent and reduces program expenditures by 1.9 percent." Based 

on these findings, they conclude that an increase in the federal minimum wage to $10.10 would reduce 

SNAP enrollments by up to 3.8 million persons, and decrease program expenditures by nearly $4.6 

billion. Because both the proposed minimum wage level and the SNAP eligibility level are both indexed 

for inflation to the CPI, this savings would total $46 billion over the 10-year budget window. 

 

Allegretto, et. al (2013) looked specifically at receipt of public assistance among workers in the fast food 

industry. They found high rates of take-up among front-line fast food workers, with more than half of 

the families of such workers utilizing public assistance, compared with 25 percent of the workforce as a 

whole. While the authors do not attempt to simulate any effect on assistance payments from raising 

wages in the industry, they estimate that taxpayers spend $7 billion dollars annually in public assistance 

programs for families of these workers. 

 

Finally, Zabin, Dube, and Jacobs (2004) examined utilization of California’s 10 major means-tested public 

assistance programs among working families. They found that more than half of the state’s spending on 

public assistance goes to “working families,” defined as families where at least one family member 

worked at least 45 weeks out of the year. Using a microsimulation approach, they estimated that if the 

state raised its minimum wage from $6.75, where it stood at that time, to $8 per hour, the state would 

save $2.7 billion ($3.3 billion in 2013 dollars.)  

 

Methods and data 

 

For the first part of this study, I use data from the Current Population Survey, Annual Social and 

Economic Supplement (CPS-ASEC). The CPS is the monthly survey used by the Census Bureau to track a 

variety of labor market indicators, including the unemployment rate. The ASEC is a set of additional 

questions asked of CPS respondents each March about their economic status in the preceding year. It is 

used to calculate the government’s official measures of family incomes, assess sources of income, and 

determine poverty rates.  
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In addition to the ASEC data, I also incorporate data from the Census Bureau’s Supplemental Poverty 

Measure (SPM) public-use research files. The SPM is an alternative poverty measure developed by the 

Census Bureau that takes a more holistic appraisal of both family income sources and family expenses. 

In addition to the rich sources of income data already within the CPS-ASEC files, the SPM data adds 

information on several other means-tested public assistance programs, such as income from the Earned 

Income Tax Credit (EITC), the Low-Income Home Energy Assistance Program (LIHEAP), and the 

Supplementary Nutrition Program for Women, Infants, and Children (WIC).  

 

While the CPS-ASEC and SPM data provide excellent information on annual incomes—including income 

from wages—the survey’s focus on annual income creates challenges for assessing how increases to 

hourly wages might affect public assistance levels. Low annual incomes could be the result of low hourly 

wages, inadequate annual hours of work, or some combination of the two. While a thorough 

examination of these influences is beyond the scope of this paper, I do discuss this issue to a limited 

extent in the next section and in Appendix A.  

 

The hourly wage information used here is developed as follows: The survey asks respondents to 

describe their annual income and sources of income over the preceding year. Respondents are also 

asked to report the number of weeks they worked during that year, and the usual number of hours they 

worked in the weeks that they worked. With these three pieces of information, one can impute each 

individual’s implied hourly wage for the time they were working.  

 

Admittedly, these implied hourly wages from the ASEC data are less robust than other sources of hourly 

wage information, such as the wage data in the Current Population Survey’s “outgoing rotation group” 

data, used for the policy simulation later in this analysis. As Giannarelli, Morton, and Wheaton (2007) 

note, imputing hourly wages compounds measurement error from the three variables used in the 

imputation process, and can produce hourly wage values that fall below the statutory minimum wage of 

$7.25. However, as explained in Appendix A, these implied subminimum values, while certainly the 

product of error in some cases, may be indicative of troubling labor practices in others—and may even 

be accurate in others still. In any case, the ASEC data is one of the only public datasets with information 

on income from means-tested public assistance programs, and while not ideal, the imputed hourly 

wages provide adequate measures with which to assess utilization of these programs by relative levels 

of imputed hourly wages.  

 

One other potential source of error comes from the fact that in the CPS data, receipt of income from 

public assistance is recorded as the total income from these sources received by all members of the 

family – meaning that each individual observation carries the family’s total income from public 

assistance. In this analysis, for families with multiple workers, income from public assistance programs is 

divided evenly among workers. In a limited number of cases, this may create instances where the data 

report benefit receipt for individuals of the same family, yet separate tax units—such as adult siblings 

living together—where one of the respondents is not actually receiving benefits. Nevertheless, these are 
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likely a small number of cases and even in such cases, some portion of income may still be shared across 

tax units. 

 

One final note on the data is that the CPS-ASEC data are known to significantly understate actual 

participation in, and income received from, public assistance programs. See Wheaton (n.d.) or Meyer, 

Mok, and Sullivan (2009) for details. Consequently, researchers will sometimes adjust the CPS-ASEC data 

to achieve consistency with administrative data that show actual program expenditures that are 

significantly higher, as is done in Allegretto et al (2013). In this analysis, I do not make any attempt to 

correct for this undercount. This means that the total level of benefits, the rate of receipt, and the 

magnitude of regression coefficients reported throughout this study almost certainly understate the 

true values.ii Furthermore, due to changes in Medicaid resulting from the Affordable Care Act that 

muddy the value of past experience on predicting future Medicaid expenditures, the fungible value of 

Medicaid benefits is not included in any calculations throughout this study.  

 

The sample for the descriptive statistics and regression analysis that follows consists of the three years 

of CPS-ASEC data from March 2011, 2012, and 2013, reflecting respondents’ economic conditions from 

2010 to 2012. The sample is restricted to individuals ages 16 and older who worked for some portion of 

the year, and for whom a valid hourly wage value can be determined.  

 

In the second part of the analysis, I use data from the CPS Outgoing Rotation Group (ORG) to identify the 

population likely to be affected by increasing the minimum wage to $10.10, and simulate the average 

increase in hourly wages for affected workers. I then use this information, combined with the results 

from the regression models, to predict the effect of increasing the federal minimum wage to $10.10 on 

public assistance enrollment and expenditures.  

 

Incidence and value of government programs by annual hours of work, hourly wage decile, and 

industry 

 

For this report, I look at participation in seven federal and state means-tested assistance programs for 

low-income families: the Earned Income Tax Credit (EITC); the Supplemental Nutrition Assistance 

Program (SNAP), also known as food stamps; the Low Income Home Energy Assistance Program 

(LIHEAP); the Supplemental Nutrition Program for Women, Infants, and Children (WIC); the Section 8 

Housing Choice Voucher program; Medicaid; and the Temporary Assistance for Needy Families program 

(TANF) or equivalent state and local cash assistance programs.iii  

 

For all of these programs, eligibility is restricted to individuals with low total family incomes—often 

some percentage of the federal poverty line. Certain programs may have additional requirements, such 

as family size, the presence of young children in the family, income below some percentage of the 

median rental cost in the person’s region, or total family assets below a certain threshold. Most 

programs also are designed to “phase out” as family incomes rise—i.e., as a family’s income increases, 
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benefits levels decrease at some proportional rate—although, Medicaid eligibility terminates above a 

specific threshold.  

 

The EITC is slightly different. As a wage subsidy, qualifying beneficiaries of the EITC will receive larger 

benefits as their wage income rises, up to a certain point. At that point, benefits plateau at a maximum 

amount for a set range of income, and then begin to phase out beyond the end point of that maximum 

benefit range. Because of this structure, a low-income worker below the maximum benefit range could 

see their benefits increase as their wages went up, unless they experienced an increase in income large 

enough to put them on the downslope of the phase-out range.  

 

As noted, inadequate levels of labor income can stem from a lack of adequate hours of work. Given the 

elevated rates of unemployment in the wake of the Great Recession, particularly for the three data 

years used in this study, this is a reasonable concern worth exploring. Table 1 shows the receipt and 

value of benefits among workers and their families by annual hours of work. Workers are separated into 

groups working less than 1000 hours per year, 1000-1499 hours per year, 1500-1989 hours per year and 

1990 hours or more, with this final category constituting regular full-time employment. As the table 

shows, two-thirds of all wage earners work annual hours that would constitute full-time, year-round 

employment. Among these workers, 17.3 percent receive some form of public assistance, either directly 

or through a family member. This is lower than the overall rate among all workers of 23.2 percent. In 

contrast, more than 40 percent of individuals working fewer than 1000 hours per year receive some 

form of public assistance. Similarly, 36.3 percent of individuals working 1000-1499 hours per year 

(effectively “half time”) receive some public assistance, as do 30.5 percent of individuals working 1500-

1989 hours per year.  

 

The distribution of beneficiaries also is informative. Individuals working fewer than 1000 hours per year 

make up about one tenth of all wage earners – yet close to one fifth of public assistance beneficiaries 

among working families (18.6 percent) falls into this group. Similarly, individuals working between 1000 

and 1989 hours per year account for just over one fifth of all workers (22.1 percent), yet nearly one third 

of all working public assistance beneficiaries (31.2 percent). While it is, perhaps, not surprising that 

individuals with lower annual hours of work are disproportionately represented among recipients of 

public assistance, the share of recipients working full-time is still quite large: more than half (50.2 

percent) of all recipients of public assistance among working individuals or their families works full time.  

 

Looking at the distribution of beneficiaries across the various programs also shows some interesting 

results: half of all WIC beneficiaries work full time, as do 40 percent of Medicaid beneficiaries and 41 

percent of food stamp recipients. The table also shows the distribution of program dollars by annual 

hours of work with most of the benefit dollars spread in roughly equal proportion to the share of 

beneficiaries in each work-hours category, although EITC benefits predictably skew more heavily 

towards those working more hours. 
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Of course, because of the structure of the data, where information on family benefit receipt is carried 

on each individual record, it is possible that some of the work-hours statistics reflect the work hours of 

family members who do not directly receive support from the applicable program. The extent to which 

this biases the results is unclear. Nevertheless, the reasonably large shares of individuals with family 

participation in these programs who work full time raises important questions about the function of 

these programs; namely, whether these programs are serving more as temporary supports during times 

of financial stress—as most were originally intended—or whether they have become more permanent 

wage subsidies for regular workers who are being paid wages that are simply unlivable.  

 

Figure A shows the share of all wage earners whose families receive public assistance by hourly wage 

decile.iv As the figure shows, an estimated 23.2 percent of all wage earners receive benefits from at least 

one of the means-tested public assistance programs included in this study, either directly themselves or 

through a family member within the household. As we would expect given their lower hourly wages—

and thus lower annual incomes—just over half (54.2 percent) of all workers with hourly wages in the 

bottom decile receive benefits or have a family member receiving benefits – more than double the 

overall rate of receipt. Among workers in the 2nd decile, just less than half (45.1 percent) receives 

benefits either directly or through a family member. As expected, the rates of receipt decline steadily as 

hourly wages increase. (All data on program utilization by wage decile is presented in Appendix Table 

C1.) 

 

It is somewhat surprising that any workers with high hourly wage rates would show receipt of some 

public assistance. This result is likely caused by the noted issues with the data source: households 

containing with both high-income and low-income tax units from the same family. In such a case, the 

data would show a higher-income individual benefiting from the transfer dollars of their low-income 

family member when, in reality, the incomes of those individuals may be wholly separate. The other 

likely cause is individuals who work only a small portion of the year, yet report relatively large wage 

income for those limited annual hours of work, resulting in an imputed hourly wage that is artificially 

high. 

 

Nevertheless, even with these potential sources of error, the data still show that the share of benefit 

recipients among high wage earners is small. As shown in Figure B, 88.3 percent of all wage earners in 

working families receiving public assistance have wages in the bottom half of the wage distribution. Just 

less than half (48.9 percent) of all recipients are in the bottom fifth of wage-earners, and over two-thirds 

have wages in the bottom 30 percent. 

 

These high rates of receipt among workers in the bottom of the wage distribution strongly suggest that 

a substantial portion of working individuals are not earning enough from their labor to meet their basic 

needs, and are forced to turn to public assistance programs to supplement their low earnings. 

 

Figure C shows the total value of public assistance benefits received by workers, either directly or 

through a family member, by the worker’s hourly wage decile. Once again, the bulk of benefit dollars are 
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going to workers with the lowest wages. Workers with wages in the bottom decile of the wage 

distribution received over $22 billion in benefits, while workers with wages in the second decile—

between the 10th and 20th percentile—received roughly another $20 billion in benefits. v The 

percentages below each dollar figure show the share of all benefit dollars going to the workers in that 

decile. Combining the bottom and second decile, workers in the bottom fifth of the wage distribution 

received approximately half of all public assistance dollars accruing to workers and their families. 

 

While there are workers that benefit from public assistance across all major industry groups, some 

industries have much greater numbers of workers receiving benefits and much higher rates of receipt. In 

Figure D, the dark blue bar again shows that just over 23 percent of all workers in all industries have 

families receiving means-tested benefits. As the figure shows, workers in agriculture, forestry, fishing, 

and hunting have an exceptionally high rate of receipt: 43 percent of workers in this industry receive 

public assistance, either directly or through a family member – nearly double the rate of workers overall.  

Workers in the arts, entertainment, recreation, accommodation, and food services industries also have 

take-up rates of public assistance close to 40 percent. vi Wholesale and retail trade, construction, and 

other services except public administration all show rates of receipt above the national average of 23.2 

percent. Workers in public administration had the lowest rate of utilization, with only 12.6 percent of 

workers in that industry receiving benefits.  

 

Whereas Figure D showed rates of receipt within industries, Figure E shows the distribution of all wage-

earners receiving benefits across industries. The industry with the largest share of all workers with 

families receiving benefits is education, health, and social services at 21.2 percent. However, this is also 

the largest industry category by far, containing roughly one quarter (24.7 percent) of all wage earners in 

the sample – thus, their share of benefit recipients is actually disproportionately low. In contrast, the 

wholesale and retail trade industries and the arts, entertainment, recreation, accommodation, and food 

service industries contain nearly one third (32.3%) of all public assistance recipients despite having less 

than a quarter (23.5 percent) of the total workforce. (The share of workers receiving benefits and of the 

overall workforce by industry is displayed in Appendix Table C3.) As expected given the rates of receipt 

in Figure D, Agriculture, forestry, fishing, and hunting also has a disproportionate number of workers 

receiving benefits; however, it is also one of the smallest segments of the workforce, containing less 

than 1 percent of all wage-earners. 

 

Finally, Figure F shows the total value and share of public assistance dollars received by families of 

working individuals by the major industry employing each worker. Once again, the largest segment of 

benefit dollars goes to families with workers in education, healthcare, and social services. Workers or 

families of workers in these industries receive over $15 billion in public assistance, or 22.4 percent of all 

benefit dollars received by workers in the sample. However, this is a smaller percentage than their 

overall share of the workforce. The two major industry groups with disproportionately large shares of 

workers receiving benefits—wholesale and retail trade, and the arts, entertainment, recreation, 

accommodation, and food service industries—also receive a disproportionate share of total benefit 

dollars, with a combined 33.4 percent of benefit dollars or roughly $22.5 billion going to workers in 
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these industries. Note also that this share of benefit dollars exceeds these industries’ share of recipients, 

suggesting that income and wage levels in these industries are particularly low. 

  

Regression Analysis 

This section examines how rates of receipt and the value of benefits change based upon changes in 

hourly wage rates. To do this, I use two sets of linear regressions. The first has binary dependent 

variables indicating whether the respondent or a family member in the household reported participation 

in, or positive income from, any of the seven public assistance programs under study. In the second set, 

the dependent variables are the total dollar value—in level terms—of benefits received from each 

program, as well as the sum of all benefits from all programs. For both sets of regressions, the 

explanatory variable of interest is the coefficient on real hourly wages. I employ a standard set of 

demographic controls (age, age-squared, age-cubed, gender, race, citizenship, marital status, and 

metropolitan status), as well as controls for industry, major occupation group, state, family size, number 

of children in the family, the number of wage earners in the family, whether the individual worked part-

time at any point during the year, and the presence of any disabled persons in the household.  

 

Effects are estimated for workers within three ranges of implied hourly wage values: 1) workers with 

wages between 95 percent of the statutory federal minimum wage of $7.25 and $15 per hourvii; 2) 

workers with wages in the range likely to be affected by a federal minimum wage increase to $10.10 – 

defined as workers with wages $7.25 and $11.50; and 3) workers with implied hourly wages below the 

federal minimum wage of $7.25. 

 

Before discussing the regression results, I present data on the receipt of public assistance for workers in 

each range of wages. Table 2 shows the estimated count and share of workers receiving benefits—

either directly or through a family member—for those workers with hourly wages between $7.25 and 

$15 per hour. The table also reports the total value of benefits received by workers from each program 

and the average value of benefits, conditional on receipt. In this broad group of wage earners making up 

to $15 an hour, 14.2 million workers—roughly 37 percent—receive benefits from at least one program. 

Total benefits amount to nearly $40 billion, with an average total value of benefits received equal to just 

less than $3000. The program with the highest rate of participation is the EITC – 31 percent of workers 

with wages in this range receive benefits totaling over $24.5 billion. The second most commonly used 

program is SNAP (food stamps) with a participation rate at 11.2 percent and $9.1 billion in benefits 

received. Among the other programs, 7.5 percent of workers with wages in this range benefit from 

Medicaid, 5.0 percent benefit from WIC, 2.6 percent benefit from LIHEAP energy assistance, 2.0 percent 

benefit from Section-8 housing assistance, and 1.2 percent receives cash assistance from TANF or an 

equivalent state program. 

 

Table 3 presents regression results for the group of workers with wages between $7.25 and $15 per 

hour. For the first set of results, the column labeled “coefficient on real hourly wages” indicates the 

expected percentage point change from a one dollar increase in hourly wages in the share of workers 

receiving public assistance benefits from each program. The results indicate that, holding all else 
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constant, for each additional dollar in hourly wages, the share of workers receiving benefits from any 

public assistance programs declines by 2.4 percentage points. For each individual program, the 

coefficients are negative and statistically significant in all cases. They range in magnitude from a 

reduction of 0.1 percentage points for the share receiving benefits from TANF to a reduction of 2.2 

percentage points for the share receiving assistance from the EITC. For SNAP, a one dollar increase in 

hourly wages reduces the rate of participation by 1.2 percentage points; for Medicaid, 0.6 percentage 

points; for LIHEAP and WIC, 0.4 percentage points; and for Section-8 housing assistance, 0.3 percentage 

points. It is not surprising that the effects for TANF, Section-8, WIC and Medicaid are substantially 

smaller than the effect for the EITC—and to a lesser extent SNAP—simply because the share of workers 

participating in each of these programs is considerably smaller to begin with. 

 

The second block of results in Table 3 show the predicted effect from a one dollar increase in hourly 

wages on the value of benefits received for workers with wages between $7.25 and $15. The results 

indicate that for each additional dollar in hourly wages among workers in this range, benefit dollars 

received from all programs decline by roughly $114 per worker on average. As with the models 

predicting incidence, the coefficient on hourly wages is negative and statistically significant in all 

equations. The estimated effects are again largest for the EITC, with each dollar increase in hourly wages 

resulting in a $68 dollar decline in benefits on average per worker. The predicted effects for the other 

programs are: an average decline of $29 per worker in SNAP, $12 per worker for Section-8 housing 

assistance, $3 per worker for TANF, $2 per worker for WIC, and $1 per worker for LIHEAP.  

 

Note that the sample for these regressions includes workers who do not receive any benefits from these 

programs. The inclusion of these zero values attenuates the coefficients, making them considerably 

smaller than they would be if the models were restricted to only those receiving benefits for each 

program. Again, the share of all wage earners in the $7.25 to $15 range receiving benefits from LIHEAP, 

TANF, and WIC in particular is quite small, meaning that the average effect among all workers in this 

range is necessarily going to be small as well. Excluding the zero values from the sample would more 

accurately describe how wage increases affect individual benefit amounts among beneficiaries, but that 

is a different question from the one being explored here. This paper’s focus is on the average effect of 

raising the wages of workers on aggregate program spending, which requires accounting for those for 

whom there is no effect.  

 

What these results show is that despite the relatively small average effect for particular programs, 

broadly increasing wages among workers earning between $7.25 and $15 could still lead to sizable 

savings in public assistance spending. For example, if a randomly-selected 10 million workers with wages 

in this range—just over a quarter of the 38.3 million workers earning between $7.25 and $15 per hour—

received a $1 increase in their hourly pay, these findings predict that public assistance programs would 

save $1.14 billion. If a larger number of workers saw a pay raise or the wage increase were greater, the 

expected savings would be larger. Lifting wages for workers in this wage range could be achieved either 

actively through policy or as a result of market forces. The exact mechanism used would influence the 

particular subgroup of workers affected, which could change the magnitude of the effect on overall 
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spending levels or on particular programs. Yet the overarching conclusion remains that lifting wages for 

low-to-moderate wage workers would likely yield substantial public savings.  

 

One obvious policy that could be used to broadly raise wages for this group, and particularly for workers 

at the bottom of this range, would be to raise the federal minimum wage. The most recent notable 

proposal at the federal level, the Fair Minimum Wage Act of 2014, would increase the federal minimum 

wage to $10.10 over a three-year phase-in period. The next section assesses utilization of public 

assistance among workers likely to be affected by such an increase, and the potential effect raising 

wages for these workers would have on public assistance spending. 

 

Table 4 shows the estimated count and share of workers in the ASEC sample with imputed hourly wages 

between $7.25 and $11.50—the group likely to be affected by an increase in the federal minimum wage 

to $10.10. The upper bound for this subgroup is extended above $10.10 in order to account for 

anticipated “spillover” effects, where employers raise wages of employees just above the new wage 

floor in order to preserve internal wage ladders. The exact range of the spillover may be larger or 

smaller than $11.50, although spillovers have been measured extending up to 150 percent of the new 

binding wage floor under previous minimum wage increases, so this seems a reasonable cutoff point.viii 

This is also the range used in CBO (2014) which also utilized data from the CPS ASEC. 

 

As the table shows, an estimated 23.3 million workers earn wages between $7.25 and $11.50 per hour. 

Among these workers, 44.3 percent (approximately 10.3 million) receive some form of public 

assistance—again, either directly themselves or through a family member. Just over one-third (37.2 

percent) receive family income from the EITC; 14.5 percent receive food stamps; 9.5 percent receive 

cash assistance from TANF; 6.1 percent receive income from WIC; 3.5 percent receive energy assistance 

from LIHEAP; 2.8 percent receive Section-8 housing vouchers; and 1.4 percent participate in Medicaid.  

 

The table also shows that these workers receive roughly $30 billion in income support from these 

programs, not including the value of Medicaid. Again, the largest programmatic spending is for the EITC 

with nearly $18 billion in benefits going to workers in this wage range. However, among recipients, the 

largest average benefit comes the Section-8 housing voucher program, with an average reported value 

of roughly $4,500, compared with $2,500 in annual benefits among SNAP beneficiaries, $2,500 in 

benefits for TANF beneficiaries, $2,000 in benefits for EITC recipients, and $3,100 in total overall 

benefits for those receiving income from any of the programs. 

 

In order to examine how such a minimum wage increase might affect program utilization, Table 5 shows 

regression results for the same two sets of regressions previously described but with the sample 

restricted to only those workers with wages between $7.25 and $11.50. The results show that for these 

workers, holding all else constant, a one dollar increase in hourly wages is predicted to reduce the share 

receiving benefits from any program by 3.1 percentage points. As with the larger sample of workers 

earning up to $15 per hour, the coefficient values are all negative and statistically significant. The largest 

predicted reduction in utilization rates would be for the EITC, with a 2.9 percentage point reduction in 
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receipt among these workers predicted for each dollar increase in hourly wages. For the other 

programs, the coefficient values imply a reduction of 1.4 percentage points in receipt for SNAP, a 0.7 

percentage point reduction for Medicaid, a 0.6 percentage point reduction for LIHEAP, a 0.4 percentage 

point reduction for Section-8 and WIC, and a 0.2 percentage point reduction for TANF for each dollar 

increase in hourly wages.  

 

The second set of results in the table again shows the predicted effects on total program spending. The 

results show that for workers in this group, each additional dollar in hourly wages reduces total benefits 

received from all programs by $124 on average per worker. The effects for individual programs, all 

negative and statistically significant, range from a reduction of $2 on average per worker for LIHEAP to a 

reduction of $66 on average per worker for EITC. These two findings – that higher wages for this group 

implies in a net decrease in aggregate spending, and a decrease specifically in spending on the EITC—are 

noteworthy because they indicate that the potential increase in EITC benefits for workers not receiving 

the maximum benefit prior to a minimum wage increase is unlikely to swamp the decrease in benefits 

for those that are receiving the maximum benefit.  In other words, an increase in the minimum wage to 

$10.10 is likely to reduce net spending on these programs, even if EITC benefits go up for some workers. 

 

Importantly, the effects on both utilization and aggregate spending are larger in all cases than measured 

for the broader group of workers earning between $7.25 and $15. This is not surprising as the income 

restrictions for each program concentrates receipt among the lowest-income families—thus we would 

expect to see larger effects among the lowest-paid workers in this range. One other notable difference 

in the effects for this group versus for the larger group of workers up to $15 is that the reduction in 

aggregate benefits from all programs except the EITC is larger than the reduction in EITC benefits; 

whereas for the full sample of workers from $7.25 to $15, the effect for the EITC is larger than the 

combined effects on all other programs. This is likely a result of the EITC’s broader reach up the income 

distribution, as its phase-out range extends to higher income levels than most, if not all, of the other 

programs in this study. Consequently, the inclusion of higher-wage workers in the sample makes the 

EITC dominant in affecting total spending across all programs. 

 

Simulation and Policy Implications 

Given that the public assistance programs examined in this paper are all means-tested, it should not be 

surprising that, holding all else constant, increases in hourly wage rates imply reductions in program 

utilization and expenditures for most of these programs. The fact that wage increases for workers likely 

to be affected by a minimum wage increase to $10.10 also reduce expenditures on the EITC affirms this 

presumption. It is also informative, however, to have some sense of the magnitude of these reductions, 

particularly if policy interventions are considered as a means of raising hourly wages. In this section I 

attempt to quantify the potential reduction in program utilization and spending that would occur from 

an increase in the federal minimum wage to $10.10 per hour, as proposed under the Fair Minimum 

Wage Act of 2014.  
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As explained in Cooper (2013), the Fair Minimum Wage Act of 2014 would increase the federal 

minimum wage from $7.25 to $10.10 per hour in three increments of $0.95 over three years. Using the 

methodology from Cooper (2013)—explained in Appendix B—such an increase is predicted to raise the 

pay of over 27 million workers, after accounting for spillovers.ix x The average affected worker would 

receive a raise of $1.61 per hour. Applying the coefficient values from the equations in Table 5 to this 

$1.61 average raise yields a predicted reduction in the share of workers receiving any public assistance 

of 5.0 percentage points among the affected group, or roughly 1.4 million workers. Similarly, the 

predicted effects from Table 5 imply that such a wage increase would reduce total benefit dollars from 

all government assistance by an average of $200 annually among affected workers, or over $5.4 billion 

in total. Again, it should be noted that these results do not account for the well-established undercount 

of public assistance benefits in the CPS data, meaning that the actual effects on utilization and program 

spending is likely to be considerably larger than these estimates. 

 

Conclusion 

For millions of Americans struggling to make ends meet, government-provided support programs serve 

as critical protections against undue hardship.  Yet high rates of participation in these programs by 

individuals working significant annual hours suggest that current wage floors are inadequate to provide 

livable levels of income.  Raising the federal minimum wage would increase wages for tens of millions of 

workers – lifting family incomes, and reducing reliance on public assistance. Although higher wages may 

increase benefit amounts for some recipients of the EITC, the net effect would still be a decline in EITC 

spending and overall transfer outlays, providing savings to safety net programs that could be 

repurposed into any number of other anti-poverty efforts or public investments. 
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Appendix A: Discussion of Imputed Subminimum Hourly Wage Values in the CPS-ASEC 

 

For the vast majority of observations within the ASEC sample, imputing an hourly wage from the 

respondent’s reported annual wage income, weeks worked per year, and usual hours worked per week 

yields a plausible hourly wage value. However, for a small, but not insignificant portion of the sample—

8.3 percent—imputed wage values fall below the federally mandated minimum wage of $7.25 per hour. 

Some of these values fall below the wage floor almost certainly due to measurement error, 

compounded by the imputation process; it can be difficult for individuals to accurately recount their 

total wage income and total time in the workforce for a 12-month period three months removed—

especially if they changed jobs, worked only a portion of the year, or worked inconsistent hours.  

 

Appendix Figure AA shows the distribution of all imputed wage values below the federal minimum wage 

(hereafter referred to as “subminimum wage values”) and the distribution of all imputed wage values, 

both as shares of their respective totals, by respondents’ reported usual hours worked per week. The 

distribution shows that subminimum wage values are more likely to occur for individuals who worked 

fewer than 35 hours per week. Appendix Figure AB shows the distribution of subminimum wage values 

and total wage values by respondents’ reported weeks worked in the previous year. As expected, there 

is a consistently higher prevalence of subminimum wage values among individuals who worked only part 

of the year. 

 

The Census Bureau takes steps to validate responses, and reduce potentially invalid data, but 

unfortunately, the low-wage labor market is prone to characteristics that can aggravate measurement 

error: turnover is high, work is more likely to be seasonal or part-time, and many low-wage jobs suffer 

from inconsistent hours (CBO 2006). This means that workers whose actual hourly wage may have been 

above, yet close to, the minimum wage may be particularly prone to err in their reporting of any of the 

three data points needed to impute their hourly wage.  

 

Given these challenges, some researchers have been wary to use these implied hourly wages (see 

Giannarelli, Morton, and Wheaton 2007.) Yet rather than simply dismissing these questionable values 

outright, a more thorough examination suggests that perhaps not all these subminimum wage values 

are the result of measurement error. In fact, some may be indicative of significant gaps in legal 

protections, and troubling real-world labor practices.  

 

For example, certain groups of workers are exempt from the minimum wage provisions of the Fair Labor 

Standards Act (FLSA), such as farmworkers on small farms, employees of some seasonal and recreational 

establishments, fishermen, newspaper delivery workers, and anyone employed by a business with less 

than $500,000 in annual revenue that does not engage in interstate commerce. (U.S. Department of 

Labor, 2014) For workers that fall into these categories, their low imputed hourly wage values may be 

entirely correct and legal.  
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For others, however, implied hourly wages below the minimum wage may indicate greater incidence of 

wage theft. As explained in Meixell and Eisenbrey (2014), wage theft—the practice of employers not 

paying workers the full wages that they are owed—is a significant problem, particularly in low-wage jobs 

that costs American workers hundreds of millions, if not billions, of dollars each year.xi  

 

Appendix Tables A2 and A3 show the occupations with the highest shares and highest incidence, 

respectively, of subminimum imputed wage values. Highlighted occupations appear in both tables. 

Many of these jobs listed represent the lowest-paying jobs in our economy, and indeed, several 

occupations that appear in this list may not be covered by the FLSA or other federal labor and 

employment laws, such as home health aides, personal and home care aides, and agricultural workersxii.  

 

Many other occupations in these lists are tipped occupations: waiters and waitresses; counter 

attendants, cafeteria, food concession, and coffee shop workers; food servers, non-restaurant; 

bartenders; bartender helpers; hairdressers, hairstylists, and cosmetologists. Allegretto and Cooper 

(2014) explain how problems of wage theft and workers receiving wages below the prevailing minimum 

wage are particularly acute among tipped workers due to “tip credit” provisions in minimum wage laws 

that allow employers of tipped workers to pay them a base wage as low as $2.13 per hour. While these 

employers are legally required to make up any shortfalls between the effective hourly rate earned by 

tipped workers from their tips and the prevailing minimum wage, enforcement of this requirement is 

highly problematic and the system is rife with abuse.  

 

Finally, many of these occupations are frequently held by immigrants. In fact, of the 15 occupations 

most commonly held by immigrants, 10 appear in Appendix Table A2: cooks; housekeepers, maids, and 

butlers; nursing aides; janitors; truck, delivery, and tractor drivers; construction laborers; cashiers; 

gardeners and groundskeepers; retail sales clerks; and farm workers.xiii Some of these immigrant 

workers may be undocumented, while others may be working on temporary work visas that restrict 

ability to change jobs—both scenarios that can leave these workers powerless against exploitive 

employers.  

 

We can also look at the prevalence of subminimum wage values by industry. Appendix Tables A4 and A5 

show the industries with the highest share and highest incidence, respectively, of wage values below the 

federal minimum. Highlighted industries again appear in both tables. As with the distribution by 

occupation, one can surmise plausible reasons for why workers in many of these industries may have 

been underpaid for the total hours they worked in a given year—thus bringing their implied hourly wage 

below the federal minimum—either as a result of unscrupulous employers or gaps in labor protections. 

For example, restaurants again appear prominently in both lists, which is expected given the high 

incidence of subminimum values for waiters and waitresses, cooks, and other food service occupations. 

Workers in recreational parks and camps (e.g., campgrounds) have the highest rate of imputed 

subminimum values, likely because many such facilities are seasonal and not covered by the FLSA. 

Similarly, some workers in animal production facilities, crop production facilities, and home health care 

services industries may also lack FLSA protections. Workers in private households also show high 
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incidence of subminimum imputed wage values, which could be the result of informal or “under the 

table” arrangements, which Shierholz (2013) notes leave workers particularly vulnerable to violations of 

labor standards. Finally, as with the top occupations with subminimum imputed wage values, many of 

these industries are also disproportionately staffed by immigrants, some of whom may be subject to 

exploitation due to their immigration status. 

 

To be clear, these data cannot and should not be viewed as conclusive evidence of wage theft or labor 

abuses in any particular occupation or industry. However, the high prevalence of what should, in most 

cases, be impossibly-low imputed wage values should raise questions about how workers are being paid 

and the hours they are expected to work in many of these jobs. 

 

To the extent that these subminimum wage values represent instances of wage theft or gaps in labor 

standards, there may be public savings to be had from better enforcement of labor law or expansions in 

coverage to workers either outright excluded from the FLSA, such as seasonal farm workers, or treated 

as a separate class of workers, such as tipped workers.  

 

Appendix Table A6 shows rates of receipt and the total value of benefits paid out to workers with 

imputed hourly wages below $7.25. Among these workers, 54.9 percent report receiving some form of 

public assistance, with total benefits from all programs totaling nearly $15 billion. Again, the program 

with the highest rate of incidence is the EITC – 48.2 percent of workers in this wage range receive 

roughly $7.3 billion in benefits. Participate in SNAP is also relatively common, with 17.9 percent of 

workers in this group receiving $4.2 billion in benefits. Participation rates for the other programs are: 

12.2 percent for Medicaid, 6.9 percent for WIC, 4.1 percent for LIHEAP, 3.6 percent for Section-8, and 

2.0 percent for TANF. The average total amount of benefits received among beneficiaries of any 

program is about $2,700, while the largest average benefit among the individual programs is again for 

recipients of Section-8 housing vouchers, who receive an average benefit worth $5,125. 

 

The regression results for this group are presented in Appendix Table A7. As with the results for workers 

with wage values between $7.25 and $15, increasing wages for this group is predicted to reduce the 

share receiving public assistance – in this case, by 2.8 percentage points from every dollar increase in 

hourly wages. However, the coefficient on real hourly wages is only significant on the models for two of 

the seven individual programs: the EITC and Section-8. For the EITC, participation declines significantly 

by 3.1 percentage points for every dollar increase in wages; for Section-8, the decline is 0.4 percentage 

points. For all the other programs, the coefficient values are not statistically different from zero at the 

90 percent level.  

 

In the regressions on the value of benefits, the results are also mixed. The coefficient on the value of all 

benefits is positive, suggesting that benefits for workers in this group could increase in aggregate on 

average if their wages rose, although this result is not statistically significant. We can see, however, that 

this positive value is driven, as expected, from the EITC. The results for the EITC show that for every 

additional dollar in hourly wages, aggregate EITC dollars for workers in this group would increase by an 
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average of $66 per worker. Yet at the same time, the value of benefits from all other programs would 

decrease by an average of $41 per worker, including a significant decline in SNAP spending of $16 on 

average per worker. 

 

It is not clear what conclusions can be drawn from the results for these workers, in light of the fact that 

their imputed hourly wages are subject to considerable error. The regression results suggest that in 

cases where reported subminimum values do indicate instances of wage theft or gaps in FLSA coverage, 

workers may be entitled to greater income, not only from their employer, but from the tax and transfer 

system as well.   

 

 

Appendix B. Minimum wage impact estimation methodology 

 

To assess the number of workers likely to be affected by a minimum wage increase to $10.10, I use a 

microsimulation model that utilizes four quarters of microdata from the Current Population Survey’s 

outgoing rotation group, in this case covering calendar year 2013. The outgoing rotation group (ORG) is 

the group of CPS respondents in either the fourth or twelfth month of survey participation. In these 

months, respondents are asked about their hourly rate of pay in the preceding week, thereby providing 

one of the most reliable estimates of true hourly wage rates for workers in the United States. Before 

making use of the data, values are “cleaned” and imputations made, where necessary, as described in 

Mishel et al. (2012), appendix B. The ORG data to individuals age 16 and older, with valid wage values as 

described in Mishel et al (2012), and who report that they are currently employed. 

 

The model also uses data from a manually-compiled dataset of all applicable state and/or federal 

minimum wage rates for all states, by month and year, from January 1984 onward. Minimum wage rates 

for states with scheduled state minimum wage increases and/or annual indexing for inflation are 

projected using CBO-projections for inflation, published in the August 2014 CBO Annual Budget and 

Economic Outlook. 

 

Sorting the data by state, wage values are first adjusted for individuals in states where a state minimum 

wage increase occurs between the data period and the first proposed increase in the minimum wage 

proposal being analyzed. For example, the simulation in this study uses 2013 data, yet simulates the 

federal minimum wage being increased in 2015, 2016, and 207. The minimum wage in New Jersey rose 

to $8.25 on January 1, 2014 – thus some respondents in New Jersey with wages below $8.25 at the time 

of the survey will already have higher wages before any proposed federal increase could take place. In 

these states, reported wage values below the state minimum wage that is expected in the month prior 

to the proposed new federal minimum wage are increased in direct proportion to the expected new 

minimum. For example, if someone in New Jersey in August 2013 was earning 105% of the August 2013 

New Jersey minimum, their wage is adjusted to 105% of the expected New Jersey minimum for June 

2014, if the proposed federal increase is modeled to occur in July 2014. 
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After making these adjustments, the wages of workers in all states are adjusted under the assumption 

that there will be some natural nominal wage growth between the survey period and the 

implementation period of the higher minimum wage. For the simulation in this paper, I assume nominal 

wage growth of 1.51%, the average annual wage growth for the bottom quintile of U.S. wage earners 

from 2010 to 2013, nationwide, according to the CPS ORG. 

 

Person weights in the sample are also adjusted for projected population growth between the survey 

period and the proposed wage floor increase. I adjust the ORG weights by the projected annual U.S. 

population growth rate from 2014 to 2020 – 0.77 percent, according to the Census Bureau 

(http://www.census.gov/population/projections/). This annual growth rate is further adjusted by the 

number of months that occur between the midpoint of the data and the month that the first proposed 

minimum wage increase would occur. (In other words, if 15 months occurred between the midpoint of 

the data and the proposed new minimum, the assumed population growth is (15/12) x 0.77 percent.) 

 

Having made these adjustments, the model identifies “directly affected” workers as those workers 

whose wages are greater than or equal to 95% of the prevailing minimum wage and less than the 

proposed federal minimum wage, in states where the prevailing minimum wage is less than the 

proposed federal minimum. The model also identifies “indirectly affected” workers as those whose 

wages are greater than or equal to the proposed federal minimum wage, but less than the proposed 

minimum plus the dollar value of the proposed increase – hereafter referred to as the “indirectly 

affected cutoff”. For example, for an increase from $7.25 to $8.20, directly-affected workers have a 

wage between 95 percent of $7.25 and $8.20. The size of the increase is $0.95; thus, indirectly-affected 

workers are those workers with wages between $8.20, inclusive, and $9.15, exclusive. The indirectly-

affected cutoff in this case would be $9.15. 

 

If the increase being model has more than one step, the program iterates to the next proposed increase 

after having counted these directly and indirectly-affected workers.  

 

If an individual is predicted to be either directly or indirectly affected, their wage is adjusted to reflect 

their implied raise. For directly-affected workers, their raise is equal to the difference between the new 

minimum wage and their existing wage. For indirectly-affected workers, their raise is modeled as 1/4th 

the difference between their existing wage and the indirectly-affected cutoff. For example, an indirectly-

affected worker previously earning $8.50 would receive a raise of 0.25 x ($9.15-$8.50) = $0.16.   

 

Again, weights are adjusted to reflect the predicted population growth between each increment in the 

proposed minimum wage increase. Wage values are also again adjusted in states with scheduled 

minimum wage increases and adjusted to reflect natural nominal wage growth. However, for the second 

and third phases of the simulation, I assume natural nominal wage growth equal to the average annual 

nominal wage growth of the bottom quintile of wage earners from 2002 – 2006 in the CPS ORG, on a 

state-by-state basis. This period is used because it is the last full regular business cycle and is thus more 

likely to reflect typical wage trends than the recent recessionary and post-recessionary years. 

http://www.census.gov/population/projections/
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The same method for identifying directly- and indirectly-affected workers is applied, and the counts are 

recorded. Once again, expected raises are applied based upon the described formula; wages are 

adjusted for scheduled state increases and natural nominal growth; and weights are adjusted for 

projected population growth. Directly- and indirectly-affected workers are counted once more for the 

third and final proposed increase. 
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Counter attendants, cafeteria, food concession, and coffee shop 44.5% 1.0%

Hosts and hostesses, restaurant, lounge, and coffee shop 40.0% 0.9%

Dishwashers 33.6% 1.0%

Food preparation workers 32.9% 2.5%

Lifeguards, recreational and other protective service workers 32.0% 0.4%

Cashiers 30.9% 9.1%

Combined food preparation & serving workers, including fast food 30.7% 0.9%

Child care workers 30.4% 2.5%

Dining room and cafeteria attendants and bartender helpers 29.1% 0.9%

Waiters and waitresses 27.0% 5.1%

Food servers, nonrestaurant 25.9% 0.5%

Cooks 25.4% 5.0%

Miscellaneous agricultural workers 24.4% 1.7%

Door-to-door sales workers, news and street vendors, and related workers 24.0% 0.2%

Maids and housekeeping cleaners 23.6% 3.1%

Nonfarm animal caretakers 22.9% 0.3%

Miscellaneous entertainment attendants and related workers 22.3% 0.3%

Personal and home care aides 21.7% 2.2%

Hotel, motel, and resort desk clerks 20.2% 0.3%

Cleaners of vehicles and equipment 20.1% 0.5%

Packers and packagers, hand 20.0% 0.8%

Miscellaneous personal appearance workers 19.3% 0.4%

Bakers 19.2% 0.3%

Bartenders 18.4% 0.7%

Retail salespersons 18.1% 4.8%

Teacher assistants 17.5% 1.8%

Sewing machine operators 17.3% 0.3%

Grounds maintenance workers 16.9% 1.3%

Hairdressers, hairstylists, and cosmetologists 16.3% 0.8%

Stock clerks and order fi l lers 16.3% 2.2%
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Employment services 13.8% 1.1%

Religious organizations 11.2% 1.1%

Real estate 6.7% 1.0%

Gasoline stations 23.9% 1.0%
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Recreational vehicle parks & camps, & rooming/boarding houses 31.0% 0.2%

Private households 29.5% 1.8%

Used merchandise stores 28.5% 0.4%

Car washes 28.2% 0.3%

Restaurants and other food services 27.5% 20.1%

Shoe stores 24.1% 0.4%

Gasoline stations 23.9% 1.0%

Retail bakeries 23.7% 0.5%

Animal production 22.6% 1.0%

Drinking places, alcoholic beverages 21.1% 0.4%

Clothing and accessories, except shoe, stores 20.5% 1.7%

Child day care services 20.3% 2.2%

Nail salons and other personal care services 19.8% 0.5%

Specialty food stores 19.3% 0.4%

Miscellaneous general merchandise stores 19.3% 0.9%

Book stores and news dealers 19.2% 0.2%

Grocery stores 18.7% 4.7%

Services to buildings and dwellings 18.4% 1.8%

Motion pictures and video industries 17.3% 0.4%

Cut and sew apparel manufacturing 17.3% 0.3%

Crop production 17.0% 0.9%

Sporting goods, camera, & hobby and toy stores 16.7% 0.7%

Home health care services 15.7% 1.4%

Taxi and limousine service 15.7% 0.2%

Beauty salons 15.6% 0.9%

Miscellaneous retail  stores 15.4% 0.5%

Not specified retail  trade 15.4% 0.2%

Other personal services 15.1% 0.3%

Hardware stores 14.9% 0.3%

Department stores and discount stores 14.9% 3.0%
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i
 CBO (2014), p. 3. 
ii
 Future iterations of this paper will attempt to correct for the documented undercount. 

iii
 This report does not include any data on participation or costs in the National School Lunch Program, the only other large national means-

tested public assistance program. 
iv
 Wage decile information is presented in Appendix Table A1. 

v
 Note that throughout this report, Medicaid is included for all calculations of participation in assistance programs; however, I do not include 

the fungible value of Medicare benefits in any estimates of program costs or value of benefits. 
vi
 This finding is consistent with Shierholz (2014) who finds particularly high poverty rates among restaurant workers and Allegretto, et al. 

(2014) who estimated that more than half of full time fast food workers were enrolled in some public assistance program. 
vii

 For workers in these first two wage groups, I use a lower bound on hourly wages of $6.89 (95 percent of $7.25) in order to compensate for 
clustering in the CPS data and error introduced by the hourly wage imputation process that may have artificially imputed hourly wages just 
below the federal minimum. 
viii

 See Wicks-Lim (2005) or Neumark, Schweitzer, and Washer (2004) for a summary of research on spillover effects. 
ix
 Note that this estimate of affected workers from the CPS ORG data is larger than the count of workers with imputed wages in the range of 

$6.89 to $11.50 from the CPS-ASEC data used in this study. Because the ORG data is thought to be the more robust measure of hourly wages, 
this is likely to be a more accurate count of the population likely to be affected from a minimum wage increase to $10.10. 
x
 This simulation utilizes the same model employed in Cooper (2013) , updated to reflect newly legislated changes in state minimum wage laws 

that occurred after the analysis in that report. 
xi
 See also Greenhouse (2014). 

xii
 These data are from 2010-2012. Home health care workers and aids were brought under the FLSA in 2014; however, farm workers on small 

farms remain exempt from the FLSA’s wage protections.  
xiii

 Author’s analysis of American Community Survey microdata, pooled sample 2007–2011. Data compiled by Ruggles, et al. (2010). 


