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Lawmakers made a wise choice in 2019 by gradually raising Maryland's minimum wage to $15 per hour over several
years. Strong worker protections ensure that we all benefit as our economy grows, not just the wealthy few. A
uniform statewide wage floor was the right choice to guarantee decent wages to working people in every part of
Maryland. Delaying minimum wage increases in Allegany and Garrett counties would harm thousands of workers
and do nothing to help western Maryland’s economy. For these reasons, the Maryland Center on Economic Policy
opposes Senate Bill 862.

We should measure the health of our economy not simply by the number of dollars exchanged or the number of
people who go to work each day, but by its ability to raise all families' standard of living. Yet our economy has
largely moved in the opposite direction over the last half century. As total economic activity continued to grow,
typical workers fell further behind while the wealthiest 1 percent doubled their slice of the economic pie.!

Basic standards like minimum wage and overtime protections push against this negative trend, helping to ensure
that everyone shares in the benefits of a growing economy. Research links a higher minimum wage to a wide range
of social benefits, from a lower poverty rate all the way to a lower suicide rate.” Altogether, a $15 minimum wage is
expected to benefit up to 15,000 workers in Allegany and Garrett counties.™

The minimum wage also makes our economy more equitable for women and workers of color. Statewide, 55 percent
of workers who will benefit from Maryland’s transition to a $15 minimum wage are women. In western Maryland,
40 percent of workers of color, half of Black workers, and more than half of multiracial workers are employed in the
industries where a $15 minimum wage would make the biggest difference.”

A $15 minimum wage will also benefit Western Maryland’s economy. Increased pay for low-wage workers who live
paycheck to paycheck translates almost immediately into higher spending, which means stronger sales at local
businesses. Evidence also shows that higher wages reduce employee turnover, which means more experienced
workers and lower hiring costs.”

Lawmakers made the right decision in 2019 by continuing Maryland’s uniform statewide wage floor rather than
adopting a lower standard in some parts of the state. Delaying minimum wage increases in Western Maryland
would perpetuate artificially low wages negotiated in a heavily tilted labor market. Recent cutting-edge research has
revealed the extent of labor market concentration that allows a few large employers to dictate the terms of
employment without fear of competition from other companies. Researchers found that this type of market
concentration is most severe in more rural communities, including Allegany and Garrett counties."

A strong minimum wage can counteract this market concentration and ensure that people get a fair return on their
hard work, but slowing minimum wage increases would reduce this benefit. Today, a single adult without children
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who works full time would have to earn $16 per hour in Allegany or Garrett counties to afford a basic living
standard." To afford a basic living standard for a family of four (two adults, two children), both adults would have
to work full time at a wage of $17 per hour. Senate Bill 862 would push this standard further out of reach. For a full-
year, full-time worker taking home the minimum wage, Senate Bill 862 would mean more than $11,000 in lost
earnings between 2021 and 2027, an average of $1,600 per year.""

Despite dire predictions from minimum wage opponents, a robust body of credible research shows no
significant link between the minimum wage and the number of jobs available.x For example, a 2019
study described as “the most important work on the minimum wage in 25 years” examined 138 state minimum wage
changes between 1979 and 2014. The study found no evidence of any reduction in the total number of jobs for low-
wage workers and no evidence of reductions affecting subsets of the workforce such as workers without a college
degree, workers of color, and young workers. Similarly, a 2016 meta-analysis of 37 studies on the minimum wage
published since 2000 found “no support for the proposition that the minimum wage has had an important effect on
U.S. employment.” The verdict is in: Raising the minimum wage works.

A strong minimum wage is just as effective in areas starting from a low wage level as anywhere else. A 2019 study by
researchers at UC Berkeley found that raising the minimum wage specifically in areas with low preexisting wages
produced especially large wage gains, reduced the poverty rate, and had no effect on employment.*

Similarly, a strong minimum wage is just as effective along state borders as elsewhere. A 2019 analysis by
researchers at the Federal Reserve Bank of New York found that as New York raised its minimum wage beginning in
2014, low-wage workers in New York counties along the Pennsylvania border saw their earnings increase faster than
their neighbors in Pennsylvania, while the number of jobs on each side of the border continued to grow at the same
rate.” This mirrors the findings of nationwide studies of minimum wage effects along state borders.

The state minimum wage is intended to guarantee working people in every part of Maryland a fair return on their
effort. House Bill 976 would renege on this promise.

For these reasons, the Maryland Center on Economic Policy respectfully requests that the Finance
Committee make an unfavorable report on Senate Bill 862.

Equity Impact Analysis: Senate Bill 862
Bill summary

Senate Bill 862 would delay scheduled increases in the minimum wage in Allegany and Garrett counties, keeping a
minimum wage of less than $15 per hour through 2027.

Background

The General Assembly in 2019 passed legislation to gradually raise Maryland's minimum wage to $15 per hour over
several years. As introduced, the bill would have raised wages for 573,000 workers by $2.6 billion and benefited
273,000 children once fully phased in.

However, lawmakers weakened the bill by adding a number of special carve-outs. While the minimum wage
increase will still benefit hundreds of thousands of workers, it will also leave many behind:

= The law will continue to allow companies to pay tipped workers just $3.63 per hour, less than 25 percent of
the full minimum wage.

= The law will continue to exclude farm workers.

= The law takes away minimum wage protections from some young workers who stay at the same job for

1800 North Charles Street, Suite 406 Baltimore MD 21202 | mdcep@mdeconomy.org | 410-412-9105 2



more than six months.

= The law does not include any provision to ensure the minimum wage keeps up with inflation in future
years, meaning that workers will have to rely on lawmakers just to make sure the purchasing power of their
wages doesn’t erode over time.

Equity Implications

A higher minimum wage brings a number of equity benefits, and delaying minimum wage increases would likewise
delay these benefits:

= For a full-year, full-time worker taking home the minimum wage, Senate Bill 862 would mean more than
$11,000 in lost earnings between 2021 and 2027, an average of $1,600 per year.

= Today, a single adult without children who works full time would have to earn $16 per hour in Allegany or
Garrett counties to afford a basic living standard. To afford a basic living standard for a family of four (two
adults, two children), both adults would have to work full time at a wage of $17 per hour.

= Statewide, 55 percent of workers who will benefit from Maryland’s transition to a $15 minimum wage are
women.

= In Western Maryland, 40 percent of workers of color, half of Black workers, and more than half of
multiracial workers are employed in the industries where a $15 minimum wage would make the biggest
difference.

Impact

Senate Bill 862 would likely worsen racial and economic equity in Maryland.
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