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The federal minimum wage, currently set at $7.25 per hour, has remained unchanged
for the longest stretch of time since its 1938 inception under the Fair Labor Standards
Act. With the real purchasing power of the federal minimum wage eroded by inflation,
many states and municipalities have raised their local minimum wages. As of July 2019,
fourteen states plus the District of Columbia—home to 35 percent of Americans—have
minimum wages above $10 per hour, as do numerous localities scattered across other
states. New York is among a handful of states—along with California, Connecticut,
lllinois, Maryland, Massachusetts, and New Jersey—that has passed legislation to
eventually increase minimum wages to $15 per hour. While New York began raising its
minimum wage from $7.25 per hour in 2014, neighboring Pennsylvania has left its
minimum wage unchanged at the federal floor. Minimum-wage variation between
contiguous states has allowed researchers to evaluate the respective impacts on
employment and average earnings. In this post, we gauge the effect of New York's recent
minimum-wage hikes by comparing low-wage sectors in counties along the New York-
Pennsylvania border.
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A “Border County” Analysis

One technique used to gauge local effects of minimum wage changes involves
comparing trends in employment and wages across adjacent counties with diverging
minimum wage levels, as highlighted in various research studies from 2000, 2010, and
2014. In this analysis, we look at counties along both sides of the New York-Pennsylvania
border. Since the fourth quarter of 2009, workers in both New York and Pennsylvania
have been subject to the federal minimum wage of $7.25 per hour. Over the last five
years, though, New York’s minimum wage has gone up.

In March 2013, New York Governor Andrew Cuomo signed into law a state budget which,
over a period of three years, raised New York’'s minimum wage for all non-tipped workers
from $7.25 per hour to $9.00 per hour. In September 2015, New York phased in a series
of hikes that would raise the state’s minimum wage for fast-food workers to $15.00 per
hour by 2021. Then, in April 2016, Governor Cuomo approved a gradual increase of

New York's minimum wage for all other workers from $9.00 per hour to $15.00 per hour
over a period of six years. The table below chronicles minimum wage increases for non-
tipped workers in New York State (outside the New York City area, where the scheduled
increases are steeper).

The Path of New York's Minimum Wage Upstate

Date Effective For Non-Tipped, Fast-Food Workers For Other Non-Tipped Workers
July 24, 2009 $7.25 §7.25
December 31,2013 S8.00 S8.00
December 31,2014 §8.75 §8.75
December 31, 2015 $9.00 $9.00
December 31, 2016 §10.75 59.70
December 31, 2017 $11.75 §10.40
December 31, 2018 51275 $11.10
December 31, 2019 $13.75 $11.80

We use minimum-wage policy differences along the New York-Pennsylvania border to
identify the effect of New York’s minimum-wage increases. This “border county” strategy
relies on the idea that contiguous counties share a lot of features that are important
determinants of wages and employment, but differ in terms of wage policies as they are
located in different states. This minimum-wage discontinuity allows us to identify its
effect on labor market outcomes.
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Specifically, we evaluate the effects on both employment and average weekly earnings in
two industries with lots of lower-wage workers: retail trade and leisure & hospitality. We
use data from the Quarterly Census of Employment and Wages, which provides
quarterly payroll information at a detailed industry level for each county along the
Pennsylvania-New York border (see the map below).

Data Are Drawn from Nineteen New York-Pennsylvania
Border Counties

In the next sections, we provide a visual analysis of total employment and average
earnings trends in these two low-wage industries along the Pennsylvania-New York
border. For each industry, we index the level of employment and average weekly
earnings to equal 100 in 2013:Q4, just before New York's first minimum-wage increase.

Leisure and Hospitality

Leisure and hospitality employment followed similar trends in New York and
Pennsylvania before the Empire State’s minimum-wage increases (see the left panel in
the chart below). Employment at New York leisure and hospitality businesses along the
border seems to be unaffected by the phasing in of the minimum wage increases. By the
fourth quarter of 2017, leisure and hospitality employment in both Pennsylvania and
New York border counties had increased by 5 percent over their 2013:Q4 levels. As the
minimum wage was raised to levels above $10 per hour, leisure and hospitality
employment in New York counties, if anything, increased relative to businesses over the
Pennsylvania state line. Concerns of diminished employment growth in New York’s
leisure and hospitality industry as a result of the rising minimum wage seem not to have
been borne out.

Average weekly earnings also followed very similar trends on both sides of the border
before the beginning of 2014 (see the right panel in the chart below). Even after the first
two minimum-wage increases, there was no discernible difference in average weekly
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earnings between employees in the two states. However, around the start of 2016,
earnings for New York employees in leisure and hospitality began to increase
substantially relative to workers in Pennsylvania. This divergence in average weekly
earnings has widened as the minimum wage has risen higher. By the end of 2018,
leisure and hospitality workers in New York border counties earned 33 percent more, on
average, than they did in late 2013, while workers in Pennsylvania border counties only
received a pay increase of 15 percent over the same period. These trends suggest that
the minimum-wage increases had the intended effect of boosting worker pay in low-
wage industries, without negatively affecting jobs.

Earnings Rose More in New York than Pennsylvania Counties
with No Adverse Employment Effects
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Retail Trade

Next, we look at retail trade, an industry in which employment has contracted along the
New York-Pennsylvania border in recent years. In the chart below, we detect a pattern
similar to that for leisure and hospitality: there appears to be a positive divergence in
average wages between the states but no discernible divergence in employment trends
(see the next chart). Without the minimum-wage increases beginning in 2014, the data
seem to suggest that New York's average weekly earnings for retail trade workers would
have followed a somewhat weaker upward trend exhibited in the pre-hike period.
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Even in a Shrinking Sector, Job Loss across States Was
Similar as Wages Diverged
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Conclusion

In gauging the effects of New York’s escalating minimum wage on two sizable low-wage
industry sectors, one growing and the other shrinking, we find that it appears to have
had a positive effect on average wages but no discernible effect on employment. It is
possible that there was some negative effect on weekly hours worked, though that
would imply an even stronger upward effect on hourly wages. However, longer-term
effects, if any, remain to be seen. It is certainly conceivable that minimum-wage
differentials may affect decisions on firm location, business investment, lease renewal,
and the like over a longer time horizon. Moreover, as currently scheduled, the phasing in
of the higher minimum wage across upstate New York still has a long way to go. Thus, we
will continue to monitor local trends in both employment and wages—particularly in
these lower-wage sectors.
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