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Key Findings

. Washington’s teen
unemployment rate is tied
for sixth highest among the
50 states at 28.7%.

. Research shows a high
minimum wage reduces
employment for the least
skilled.

. At $9.04 per hour,
Washington law currently
imposes the highest state
minimum wage in the
nation.

. Long-term effects of youth
unemployment include a
“wage scar” that leaves a
lasting impact on a worker’s
employment prospects
and earning trajectory;
the longer a young worker
remains unemployed, the
bigger the scarring effect.

. State law currently allows
a training wage of 85% of
minimum wage only for
14 and 15 year olds; WPC
recommends a training
wage for young workers up
to age 25.

Did Your Teen Find a Summer Job?
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Introduction

The problem of stubbornly high unemployment continues to dominate the
policy debate both nationally and in Washington state. Holding steady at 8.5%,
Washington’s unemployment rate is higher than the national average and is 14th
highest in the nation.!

Young workers in Washington fare even worse. Our state’s teen
unemployment rate is tied for sixth highest among the fifty states at 28.7%.2 The
national teen unemployment rate is 23.8%.3

Many people blame the floundering economy, not policy, for the state’s
poor teen employment ranking, but since 2002, well before the recent recession,
Washington consistently ranked among the top ten states with the highest teen
unemployment. The single exception was 2007, when Washington briefly broke
out of the top ten to rank 12th.*

Background

The youth labor force (16- to 24-year-olds working or actively looking for
work) grows sharply between April and July each year. During these months, large
numbers of high school and college students seek or secure summer jobs, and
many new graduates enter the labor market to look for permanent employment.>

Over the last decade, youth employment has declined precipitously.
Nationally, just 50.2% of Americans ages 16 to 24 had jobs in July 2012,
the second lowest employment rate for this age group since data collection
began in 1948 (the lowest was 2011). Young minority workers have been hit
disproportionately hard. The unemployment rate nationally for young workers as

! “Local Area Unemployment Statistics — Unemployment Rates for States,” U.S. Department of
Labor, Bureau of Labor Statistics, July 2012, at www.bls.gov/web/laus/lauhstrk.htm.

2 As defined by the Bureau of Labor Statistics, the teen unemployment rate is the number of
unemployed 16- to 19-year-olds as a percentage of the teen population.

3 “EPI Analysis of CPS data from the Census Bureau, August 2011-July 2012,” Employment
Policies Institute, at www.minimumwage.com/in-your-state/.

4 Analysis of CPS data from the U.S. Census Bureau, 2002-2012.

5 “Employment and Unemployment Among Youth — Summer 2012,” press release, U.S.
Department of Labor, Bureau of Labor Statistics; August 21, 2012; at www.bls.gov/news.release/
youth.nr0.htm.
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of July 2012 is 17.1%, but for young Hispanics the unemployment rate is 18.5%
and for black youth it is 28.6%.°

Teen workers (16- to 19-year-olds) have been hardest hit:

* In 2002, 16.4% of teen workers in the U.S. were unemployed, and by 2011
teen unemployment had increased to 24.4%, with 23.8% unemployed as of
July 2012.

* In 2002, 40.4% of teen workers in the U.S. were employed. By 2011 that
number plummeted to 26.3% with a slight uptick as of July 2012 to 26.8%’

The picture is even grimmer for teen workers looking for a job in
Washington state over the past decade.

* The unemployment rate increased from 20.7% in 2002 to 30.4% in 2011.
* The percentage of employed teens decreased from 42.7% in 2002 to 23.7%
in 2011.8

The odds of employment are only slightly better for workers aged 20 to 24
in Washington state:

* The unemployment rate of young adults increased from 11.2% in 2002 to
17.7% in 2011.

* The percentage of employed young adults decreased from 70.4% in 2002
to 60% in 2011.°

These dismal statistics do not tell the whole story — the standard
unemployment rate does not count those 16- to 24-year-olds who have given up
looking for work. Such pessimism is not unfounded; in 2010 the Bureau of Labor
Statistics predicted that young people are unlikely to regain their pre-recession
(2007) employment levels.'”

Analysis

According to two decades of research on the job-killing impact of a
high minimum wage, there is a preponderance of evidence that raising the wage
reduces employment for the least skilled.!

“The studies that focus on the least-skilled groups that are likely most
directly affected by minimum wage increases provide relatively overwhelming
evidence of stronger disemployment effects for these groups.”!2

¢ Ibid.

7 Analysis of CPS data from the U.S. Census Bureau, 2002-2012.

8 “Employment status of the civilian noninstitutional population by sex, race, Hispanic or Latino
ethnicity, and detailed age, 2002 and 2011 annual averages,” U.S. Department of Labor, Bureau of
Labor Statistics, at www.bls.gov/lau/ptable14full2011.pdf, and www.bls.gov/lau/table12full02.pdf.
° Ibid.

10 “Employment Projections — Labor Force (Demographic) Data,” U.S. Department of Labor,
Bureau of Labor Statistics, at www.bls.gov/emp/ep_data_labor_force.htm.

I “Minimum Wages and Employment,” David Neumark, Department of Economics, University
of California, Irvine; and William L. Wascher, Board of Governors of the Federal Reserve System,
Division of Research and Statistics; 2007, at www.socsci.uci.edu/~dneumark/min_wage_review.pdf
12 Tbid.
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At $9.04 per hour, Washington law currently imposes the highest state
minimum wage in the nation.

Because a high minimum wage decreases job opportunities, Washington
officials allow 14- and 15-year-olds to be paid 85% of the state minimum wage, or
$7.68 an hour, in order to mitigate some of the job losses for people in this age
group.'® However, those 16 and older must be paid the full minimum wage, pricing
many young workers out of the labor market.

Washington’s general unemployment rate, which was at 4.5% in 2007, is
now hovering at 8.5% due to the effects of the current economic downturn. Young,
inexperienced workers are bearing the brunt of the joblessness. Young workers’
jobless rate is usually higher than the general rate, but today the state’s teen
unemployment rate is drastically higher at 28.7%.

The high minimum wage hurts the very people it is supposed to help: Low-
skill and low-income workers.

According to the U.S. Department of Labor, only 3% of workers over the
age of 25 earn the minimum wage.'* So teens and young workers, not adults, by
far comprise the biggest sector of minimum wage earners.

Artificially increasing the cost of creating jobs (via a high mandated
minimum wage) reduces the number of jobs created. The result is decreased job
opportunities for young and unskilled workers.

* Economists from Miami and Trinity University found the 2007-2009
increase in the federal minimum wage reduced teen employment by 6.9%.5

» Labor policy researchers at Cornell University found a 10% increase in the
minimum wage causes four times more employment loss for employees
without a high school diploma and African American young adults than it
does for more educated and non-black employees.!®

* Economists at the University of California, Irvine, and the Federal
Reserve reviewed 102 studies analyzing the impact of minimum wage and
found the majority confirm “the view that minimum wages reduce the
employment of low-wage workers.”!’

The job loss caused by a high minimum wage falls disproportionately
on those who can least afford it: Low-skill workers, teens and young adults just
entering the work force. Experience in Washington bears this out. This state has

13 “Minimum Wage — The 2012 Washington minimum wage is $9.04 beginning Jan 1, 2012,”
‘Workplace Rights, Washington State Department of Labor & Industries, at Ini.wa.gov/
workplacerights/wages/minimum/default.asp.

14 “Characteristics of Minimum Wage Workers: 2011,” Labor Force Statistics from the Current
Population Survey, U.S. Department of Labor, Bureau of Labor Statistics, March 2, 2012, at
www.bls.gov/cps/minwage2011.htm.

15 “The Teen Employment Crisis: The Effects of the 2007-2009 Federal Minimum Wage Increases
on Teen Employment,” William E. Even, Miami University, and David A. Macpherson, Trinity
University; Employment Policies Institute, July 2010, at epionline.org/studies/even_07-2010.pdf.

16 “Why Raising the Minimum Wage Is a Poor Way to Help the Working Poor: An Analysis of
Senators Kerry and Kennedy’s Minimum Wage Proposal,” Richard V. Burkhauser and Joseph

J. Sabia, Cornell University, Employment Policies Institute, July 2004, at epionline.org/studies/
burkhauser_07-2004.pdf.

17 “Minimum Wages and Employment,” David Neumark, Department of Economics, University
of California, Irvine; and William L. Wascher, Board of Governors of the Federal Reserve System,
Division of Research and Statistics; 2007, at www.socsci.uci.edu/~dneumark/min_wage_review.pdf.
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the highest state minimum wage in the nation, and it has one of the nation’s
highest youth unemployment rates.

The Long-term Impact of Youth Unemployment

Economists have shown the significant long-term effects of youth
unemployment — a “wage scar” that leaves a lasting impact on a worker’s
employment prospects and earning trajectory. The longer a young worker remains
unemployed, the bigger the scarring effect.

* Research published in the Journal of Labor Economics found high school
students who worked part time had a greater likelihood of higher wages
and better benefits in future employment, compared to their classmates
that had not had a part-time job.!3

» Economists at Bristol University concluded the wage scar from youth
unemployment into middle age is significant, with “persistently lower
wages from a person’s youth unemployment experience.”!’

» Research published in the Journal of Human Resources estimates that early
unemployment affects both wages and future unemployment. The research
showed a six-month spell of unemployment at age 22 would result in an
8% lower wage rate, on average, one year later. The effects of this early
spell persist; at age 26, wages would be 5% lower than what they would
have otherwise been, and wages would be 2% to 3% lower at ages 30 and
31.%

A study of youth unemployment in the United Kingdom determined that
one year of unemployment at age 22 reduced wages by 13% to 21% 20 years later.?!

High youth unemployment is not simply a matter of young workers
not able to find work. Ample research shows the effect is deep and long lasting,
impacting an individual’s long-term future job satisfaction and earning potential.

Conclusion

For 10 years Washington has had one of the highest youth unemployment
rates of any state. Washington also has had the nation’s highest minimum wage.
Numerous studies show there is a cause-and-effect relationship between the two.

18 “Youth Employment: Does Life Begin at 16?” Robert T. Michael, University of Chicago and
NORC, and Nancy Brandon Tuma, Stanford University and NORC; Journal of Labor Economics,
1984, at www.jstor.org/discover/10.2307/25348097uid=3739960&uid=2&uid=4&uid=3739256&s
1d=47699071804007.

19 “The Wage Scar from Youth Unemployment,” Paul Gregg and Emma Tominey, Department

of Economics, University of Bristol; February 2004, at www.bristol.ac.uk/cmpo/publications/
papers/2004/wp97.pdf.

2 “The Long-Term Effects of Youth Unemployment,” Thomas A. Mroz, Department of Economics,
The University of North Carolina at Chapel Hill and The Carolina Population Center; and Timothy
H. Savage, Charles River Associates; Journal of Human Resources, July 2003, at www.econ.yale.edu/
seminars/labor/lap03/mroz-030912.pdf.

2 “Rising Youth Unemployment During The Crisis: How to Prevent Negative Long-Term
Consequences on a Generation?” Stefano Scarpetta, Anne Sonnet and Thomas Manfredi, OECD
Social; Employment and Migration Working Papers, No. 106, OECD Publishing, 2010, at
www.oecd-ilibrary.org/docserver/download/ fulltext/ 5kmh79zb2mmv.pdf?expires=1345759687&id
=id&accname=guest&checksum=BCED3A048DSEC5200ACD532B7FEFB6B3.
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Washington Policy Center has long recommended lawmakers allow
employers to pay a training wage of 85% of minimum wage for young workers up
to age 25. The law currently allows this temporary wage only for 14 and 15 year
olds, but given Washington’s high unemployment rate for 16- to 24-year-olds, it is
obvious a much larger segment of young workers is in need of relief.

This policy enjoys broad support. A recent survey on our state’s high
young adult unemployment rate and possible solutions found that, of 2,300
respondents, 69% support the idea of a training wage with a time limit.?

A time-limited training wage would expand youth employment by making
it economical for employers to hire low-skill workers just entering the work force.
The result would be more young adults being hired, and reducing the long-lasting

“wage scarring” and other long-term consequences created by prolonged periods of
unemployment for young workers.

22 “How to Improve Young Adult Employment,” Community Forums Network, July 19, 2012, at
www.communityforumsnetwork.org/wp-content/uploads/2012/07/CFN_Summary_Report.pdf.
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