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Summary: 

 

When economists warn 

against the costs associated 

with the minimum wage, 

it’s to protect both the 

worker and the small 

business owner from being 

priced out of the market. 

Political leaders should 

create an environment that 

doesn’t punish low-wage 

workers and the businesses 

that employ them. 

 

Word Count 600 

 

“‘Traditionally, a high 

proportion of workers 

in the low-wage 

market are not 

experienced at all: 

teens with their first 

jobs, immigrants with 

their first jobs here.’” 

 

 

Oregon’s new minimum wage law will 

hurt the people it aims to help 
 

By Lydia White 

 

Just prior to Oregon’s July 1 minimum wage* increase from $9.75 to $11.25 

(Portland Metro Area), a team of researchers from the University of Washington 

produced a study, published by the National Bureau of Economic Research, that 

measures the effects of Seattle’s $13 minimum wage. In just nine months, Seattle 

wages rose substantially, from $9.47 in 2014, to $11 in 2015, to $13 in 2016 (an 

increase of 37.3%), and again to $15 on the first of this year.† 

 

Unique to this study is a data set collected by Washington’s Employment Security 

Department which tracks hours worked in addition to earnings, making this 

particular study the first of its kind. Washington and Oregon are among four states 

that track these data. 

 

The study‡ found that the city’s mandates resulted in 5,000 fewer jobs around 

Seattle. The average low-wage employee saw 3% higher hourly wages, but 9% 

fewer hours worked, resulting in a net loss of $125 per month. For low-income 

households especially, an annual loss of $1,500 is significant. 

 

Jacob Vigdor, one of the study’s authors, said, “Traditionally, a high proportion of 

workers in the low-wage market are not experienced at all: teens with their first 

jobs, immigrants with their first jobs here.” 

 

Wages are prices, or market signals, that indicate the value of labor productivity 

employees create. Low-skilled, low-paying jobs provide the opportunity to acquire 

knowledge and experience they were previously without, setting up workers for 

their next, potentially higher paying jobs. Henry Hazlitt, author of Economics in 

One Lesson, wrote: 

 

“The more the individual produces, the more his services are worth to consumers, 

and hence to employers. And the more he is worth to employers, the more he will 

be paid. Real wages come out of production, not out of government decrees.” 

 

The least skilled are further disadvantaged when artificially high price floors are 

implemented. As described in the UW study, when the cost of employing a worker 

exceeds the value that worker creates, employers are forced to reduce hours or 

eliminate positions within their business by laying off employees, who are often 

replaced by automation. These alternatives harm low-wage employees. 

 

http://www.oregon.gov/boli/whd/omw/pages/minimum-wage-rate-summary.aspx
https://evans.uw.edu/sites/default/files/NBER%20Working%20Paper.pdf
http://www.nber.org/info.html
https://mises.org/library/economics-one-lesson
https://mises.org/library/economics-one-lesson


 

“…[W]hen the 

cost of employing 

a worker exceeds 

the value that 

worker creates, 

employers are 

forced to reduce 

hours or eliminate 

positions within 

their business by 

laying off 

employees, who 

are often replaced 

by automation. 

These alternatives 

harm low-wage 

employees.” 

 
 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

Additionally, employers are less likely to take a chance by hiring an unskilled 

worker and instead will search for only the most qualified candidates. Since 

teenagers are naturally less skilled due to lack of work experience, these policies 

create higher youth unemployment. A study last December by Cascade Policy 

Institute examined these and other “unintended consequences” of the minimum 

wage on youth. 

 

Instead of, or in addition to, cutting costs of labor, employers increase prices of their 

goods or services. Consumers may choose to forgo such products or reduce their 

levels of consumption, in turn decreasing the need for labor. When the price of 

goods inevitably catches up to the employee’s higher wages, they find the 

purchasing power of their earnings has diminished. 

 

Furthermore, large businesses can more easily absorb wage increases by operating 

within thinner profit margins or relocating to a region with a lower minimum wage. 

Local mom-and-pop stores don’t enjoy that same flexibility and must close their 

doors. With less competition, larger businesses have more power to raise prices. 

 

When economists warn against the costs associated with the minimum wage, it’s not 

to protect greedy capitalists; it’s to protect both the worker and the small business 

owner from being priced out of the market. 

 

For the benefit of all Oregonians, political leaders should learn from our northern 

neighbors and create an environment that doesn’t punish low-wage workers and the 

businesses that employ them. They can start by repealing the state’s onerous 

minimum wage law. 

 

*Oregon’s and Washington’s minimum wages vary depending on region, 

population, benefits, tips, and business size. The minimum wages discussed here 

refer to those of Seattle and the Portland Metro Area. 

 

†The latest 2017 increase was not included due to incomplete data. 

 

‡The study used a “relatively conservative” $19 per hour low-wage threshold to 

account for the spillover effect of “miscoding jobs lost when they have really been 

promoted to higher wage levels….” 

 

 

Lydia White is a Research Associate at Cascade Policy Institute, Oregon’s free 

market public policy research organization. A version of this article originally 

appeared in The Coos Bay World on July 10, 2017. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Attention editors 

and producers: 

 

Cascade Commentaries are 

provided for reprint in 

newspapers and other 

publications, with credit 

given to author(s) and 

Cascade. Contact Cascade 

to arrange print or broadcast 

interviews on this 

commentary topic. 

 

 

Please contact: 

 

Cascade Policy Institute 

4850 SW Scholls Ferry Rd. 

Suite 103 

Portland, Oregon 97225 

 

Phone: (503) 242-0900 

Fax: (503) 242-3822 

 

www.cascadepolicy.org 

info@cascadepolicy.org 

 

Cascade Policy Institute is a tax-exempt educational organization as defined under IRS code 501 (c)(3). Nothing 

appearing in this Cascade Commentary is to be construed as necessarily representing the views of Cascade or its 

donors. The views expressed herein are the author’s own.  

 

http://cascadepolicy.org/wp-content/uploads/2016/12/Minimum_Wage_Youth_Employment_Crisis_2016.pdf
http://cascadepolicy.org/wp-content/uploads/2016/12/Minimum_Wage_Youth_Employment_Crisis_2016.pdf
http://www.oregon.gov/boli/whd/omw/pages/minimum-wage-rate-summary.aspx
http://www.lni.wa.gov/WorkplaceRights/Wages/Minimum/
https://www.seattle.gov/laborstandards/ordinances/minimum-wage
http://theworldlink.com/opinion/editorial/oregon-s-new-minimum-wage-law-will-hurt-the-people/article_777f94c4-35c3-5a85-9796-366fc4a404b1.html
http://www.cascadepolicy.org/

