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Job Loss and Other Labor Market Effects of a $15.00 Minimum 

Wage in Seattle 

by Peter H. Nickerson1 

   

I. Introduction 

 The City of Seattle is considering mandating a $15.00 per hour minimum wage for all 

workers within the city limits. Committees have been formed, studies commissioned, forums 

held, op-eds written and demonstrations held all focused on this issue. The arguments that arise 

in all of these center around income equity, raising the incomes and wealth of lower income 

workers, the possibility of job loss that might accompany a minimum wage of $15.00, the overall 

costs and the distribution of costs to the business community of the $15.00 wage and the overall 

effects on Seattle’s economy. There is yet no settled set of answers to the questions that come out 

of these arguments and questions. 

 We come to this issue as people concerned with the welfare of low income people. We 

recognize that there are many people in Seattle, and all over the country for that matter, who 

have trouble paying rent and buying groceries and dressing their children with what they earn 

every month, even when working full time. We would like to see that change. We are also 

economists. While we believe there are a number of ways to increase the welfare of low income 

earners, raising the minimum wage to $15.00 may do more harm than good and will significantly 

hurt both the city’s economy and many of the people raising the minimum wage is supposed to 

help.  

 This runs counter to what you have been reading and hearing. Three studies, one from the 

University of Washington (Klawitter et al, 2014), another from UC Berkeley (Reich et al, 2014) 

and a third from Puget Sound Sage ( Keenan et al, 2014) have stated that there will be no job 

losses and that low wage workers will be better off with the $15.00 an hour minimum wage. We 

have no doubt that those who keep their jobs and get raises to $15.00 will be better off. We 

disagree with their conclusions that there will be neither job losses nor other market adjustments.  

We believe they have reached these conclusions because they studied minimum wage increases 
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or relied on other studies in California and elsewhere that were radically different than what is 

being proposed here. 

We do agree with these researchers and many others that minimum wage increases that raise 

the total wage bill only a small amount have little or even no effect on the number of low income 

jobs. Businesses simply absorb the increase. Seattle, however, is considering raising its minimum 

wage 60 percent from a base that is now one of the highest minimum wages in the country. At 

$15.00 the minimum wage would be almost 67 percent of Seattle’s median hourly wage and 

would affect almost 30 percent of its jobs. This is unprecedented. In comparison, San Francisco’s 

minimum wage of $10.74 is 44 percent of that city’s median wage and affects about 10 percent 

of jobs. Furthermore, whereas virtually all minimum wage studies have looked at minimum 

wage increases that increased the total wage bills of businesses a few percent, many firms in 

Seattle would see increases over 25 percent and some small number almost 60 percent. These 

sorts of wage bill increases are far beyond anything considered in any of the minimum wage 

studies done by the University of Washington and Berkeley researchers or for that matter by 

anyone else in the last twenty years. We believe it verges on folly to suggest that the cost 

increases that would accompany a $15.00 minimum would not have a significant negative effect 

on the number of low income jobs and also the nature and competition for low income jobs and 

job creation in the city.   

We begin with the basic description of the increase in the wage to $15.00 showing the effects 

on the worker and a business. Next we briefly describe the economics of raising the minimum 

wage and describe the conditions under which job losses and other market changes are low or 

non-existent and also those where they are significant. We move on to the empirical analysis of 

the costs of a $15.00 minimum wage using 2013 Washington State Employment Security Data 

by industry. Next we show some estimates of job loss and other labor market effects and 

conclude with a brief summary that includes a listing and a few comments on some alternatives 

to raising the minimum wage as a means of increasing the earnings and welfare of the poor.  

II. What Does Raising the Minimum Hourly Wage to $15.00 Mean? 

 Answering this question in its most fundamental way is what drew us into this debate. 

How, exactly, do an employee and an employer each look at a change from a $9.32 minimum 

wage to a $15.00 minimum wage? Not surprisingly, they view things differently. 

Table 1 shows what a full time employee (single, paying normal taxes) would earn and 

receive working full time and earning $9.32 per hour, and then alternatively, $15.00 per hour. 

Not surprisingly the employee is happy. Gross wages have gone up 61 percent from $1,615 per 

month to $2,600 per month. Take-take home pay has gone up almost as much, 56 percent, from 

$1,364 per month to $2,127 per month. (Yes, the poor pay taxes and their tax rates go up when 

their incomes go up). For a whole year of full-time work our employee pays $3,019 in taxes 

when she earns $9.32 per hour and $5,675 when she earns $15.00 per hour. If she has kids she 
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can get the federal income tax portion back but not the payments for Medicare or Social 

Security. The increase in the minimum wage raises her take-home pay by $9,158.  

 

 Table 2 shows her employer’s perspective. The employer is not happy. On an annual 

basis the employer now pays out $34,372 in wages and taxes to keep our employee working full 

time. The employer was paying $21,503.  For one employee costs have gone up a whopping 

$12,869 or 60 percent. This is hardly insignificant. In many cases it will mean that an employer 

can no longer afford to hire that worker.
2
 

 

Note that an increase in the minimum wage to $15.00 won’t increase the employer’s 

costs for every employee by 60 percent. All employees who are making more than the current 

minimum wage and less than $15.00 per hour will cost more but not 60 percent more. Increases 

in costs to each employee affected by the increase will range from 1 percent to 60 percent 

depending on that employee’s current wage.  In the section that deals with the actual costs in 

Seattle, costs are computed for each employee, exactly. 

The underlying questions that we would hope to answer if we are to understand if this is a 

good policy move or not include:  

 Does the increase in the minimum wage cause a loss in jobs? How many? What 

sectors of the economy are most affected?  

 Does the increase in the minimum wage cause an increase in unemployment? 

How much of an increase? 

 How might the labor market change to adjust to the increase? 

                                                           
2
 Note that at the $9.32 per hour minimum wage the total amount of taxes the employer and the employee pay is 

$5,136. That is equal to 31 percent of the employee’s take-home pay. 

 

Table 1 – What the Employee Sees 

Hourly Rate 
Monthly Gross 

Payroll 
Taxes Withheld 

Monthly Take 

Home 

Annual Take 

Home 

$9.32 $1,615.47 $251.58 $1,363.88 $16,366.60 

$15.00 $2,600.00 $472.90 $2,127.10 $25,525.20 

Table 2 – What the Employer Sees 

Minimum 

Wage 

($/hour) 

Monthly 

Gross Payroll 

Monthly Tax 

Total 

Monthly 

Total 

Expense 

Cost to 

Employer 

($/hour) 

Annual 

Total 

Expense 

$9.32 $1,615.47 $176.41 $1,791.88 $10.34 $21,502.56 

$15.00 $2,600.00 $264.33 $2,864.33 $16.52 $34,371.98 
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 Will there be increased competition for jobs? Who will get these jobs? Will there 

be more or less turnover? 

 Will the nature of these jobs change? Will employers demand higher skills, more 

speed, and more efficiency? 

 Will some employees get fewer hours of work? Will there be more part-time work 

and less full-time work? 

 How will workers with wages just above the new minimum wage be affected?  

 Will the lowest skilled workers be pushed out of the market? 

 We can’t answer all of these questions and we focus primarily on job loss. We do get 

some idea on what the answers will be for the others. 

 

III. The Economic Theory of Minimum Wages 

 Economic theory can tell us a lot about the effects of raising the minimum wage 

including the conditions under which there would be no job losses and the conditions under 

which there would be large job losses.  

 Adoption of a minimum wage is a price control, in this case a price floor. We will assume 

at the start that we have equilibrium in the market before we adopt the minimum wage and that 

the wage rate for labor and the quantity of labor purchased by businesses are determined in the 

market.  

If the minimum wage is below the market wage for labor, nothing at all happens when 

the minimum wage is adopted. It is non-binding and the market determined wage, higher than 

the minimum wage, prevails. This happens often in markets experiencing economic growth or 

when a fixed minimum wage has been on the books for a long time. Think of the oil fields of 

North Dakota where flipping burgers or washing dishes will get you $15.00 or more per hour 

even though the minimum wage is $7.25.  

 If the minimum wage is above the prevailing market wage and the demand for labor is 

not totally unresponsive to changes in the wage rate
3
, the quantity of labor demanded by 

employers will go down. That means fewer jobs. At the same time more laborers will want jobs 

at the higher pay and unemployment will go up more than just by the number of people who lose 

their jobs. 

                                                           
3
 Economists call demand that shows no response to changes in price “perfectly inelastic” demand. In this case 

perfectly inelastic demand would mean that the quantity of labor businesses purchase does not change when the 
wage rate changes. Perfectly inelastic goods and services are extremely rare. Think of life-saving drugs in 
emergency situations. Being perfectly inelastic means that there are no substitutes.  
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 That is basically the entire argument for postulating that adoption of a minimum wage 

will cause losses in jobs in the labor market: If demand is at all responsive to changes in wages 

there will be job loss.  

There are lots of circumstances, however, in which the demand for labor will be very 

unresponsive to changes in the wage rate. These include situations in which low wage labor is 

only a small part of the businesses’ budgets or there is no substitute for the low wage labor, or 

the cost of firing employees and reworking production is too costly or the minimum wage 

increase is just very small relative to the prevailing wage. In those situations we would see none 

or only a small number of jobs lost. 

 On the other side of the coin the demand for labor will be more responsive to an increase 

in the minimum wage (“become more elastic” in economics jargon) if the adoption of the 

minimum wage causes a significant increase in the prevailing wage and/or causes a significant 

increase in the total labor costs of businesses or if businesses can substitute machines or more 

skilled labor for the low wage labor.  In those cases job losses will occur and could be 

significant. The extreme case of this is, of course, when businesses can simply move away from 

the minimum wage and produce their goods or services elsewhere or just go out of business. This 

is the case when we see jobs moved overseas or to lower wage areas in different parts of the 

country. Many jobs, however, including many low wage and minimum wage service jobs, are 

simply not movable. 

 Labor markets and the businesses and workers in those markets are not dull, static 

entities.  Markets and their participants are dynamic and responsive to change. When wages 

change, other things happen in the marketplace even when job losses are minimal or non-

existent. On the employee side we will see more competition for higher paying $15.00 per hour 

jobs. People who were not working will seek work because of the higher wage. If the wage 

increase is significant, we could see people, including people with greater skills, coming from 

out of the region to get the higher paying jobs. Unemployment, defined as people seeking work 

and not finding jobs will unambiguously rise. It is possible that the lowest skilled laborers will be 

pushed out of their jobs by more skilled people. Turnover will decrease. This is because jobs are 

more valuable and the competition for them is greater and we expect people will respond to 

changing incentives. 

Likewise, employers might respond in a number of ways in addition to or instead of 

cutting jobs. Because more people are looking for work they can hire people with more skills 

including better English-speaking skills and customer orientation skills. They may look to find 

more efficient, faster workers. The workplace can become more intense. Under certain 

circumstances they might cut back on hours worked. This is especially true if hiring full-time 

workers causes the business to incur higher hourly costs relative to part-time workers. In cases 

where minimum wages are local and much higher relative to surrounding areas, new businesses 

or established businesses looking to expand and that routinely use large amounts of low cost 
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labor will start or expand their businesses outside the minimum wage area. Businesses will try to 

pass on increased costs to their customers in the form of higher prices. 

In Seattle, the supporters of a $15.00 minimum wage and some researchers believe there 

will be virtually no job losses and little if any negative side effects in the labor market from the 

adoption of the $15.00 wage minimum. In other words they believe the demand for low income 

labor in Seattle is perfectly inelastic. In order for that to be true we need to be able to say that an 

increase to $15.00 will have only a small effect on the labor and operating budgets of Seattle 

businesses and also come up with some evidence that business won’t find it cost effective to 

respond to a wage change in ways other than cutting jobs. If we find, in particular, that the 

$15.00 minimum wage will have a large effect on businesses’ costs, it will likely cause those 

businesses to respond by decreasing the number of people they employ and by making other 

market and business adjustments. In the next section we look at that question.  

 

IV. Costs to Businesses in Seattle of a $15.00 Minimum Wage 

 Researchers for years, including the authors of the current Berkeley study of the proposed 

Seattle minimum wage, have observed that increases in a minimum wage have small or virtually 

no effect on the number of jobs in the areas governed by the minimum wage laws. Essentially 

they are describing inelastic markets or markets where the elasticity is very small. While a 

number of factors could account for the inelastic demand they found, one factor that likely 

explains much of the non-response by business is the very small effect the increase in the 

minimum wage has on total labor costs and operating costs of businesses. I quote from the 

Berkeley study (page 22),  

“In a prospective study of the San Francisco minimum wage, Reich and Laitinen (2003) 

carried out a representative survey of establishments. They estimated that a 25.9 percent 

increase in the minimum wage from $6.75 to $8.50 would result in a 1.1 percent increase 

in the overall wage bill. When viewed from the perspective of operating costs, a 26 

percent increase would result in 82.0 percent of establishments experiencing an increase 

in operating costs of less than 1 percent or more, and 95.2 percent experiencing an 

increase in operating costs of less than 5 percent.” 

On the same page they also write,  

“……. consider the following hypothetical example of how a 10 percent increase in the 

minimum wage might affect costs in the restaurant industry. If one-third of restaurant 

workers were paid exactly the minimum wage or up to no more than 10 percent above the 

minimum wage (and if wages were evenly distributed), then these workers would receive 

a pay increase that would average half of the 10 percent increase in the statutory 
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minimum. The increase in the wage bill would thus be one-third of 5 percent, or 1.67 

percent.” 

 Our review of the last 20 years of minimum wage research shows that virtually all 

minimum wage changes and almost all that have been studied fit the quoted pattern…..minimum 

wage increases that are small, affect relatively small numbers of total workers and result in very, 

very small increases in businesses’ labor costs and operating costs. These very low increases in 

costs result in very, very inelastic demand for labor and no or very small decreases in jobs. We 

do not disagree with the general conclusions of any of these studies and in fact reach the same 

conclusion when looking prospectively at an increase in the minimum wage to $10.10 in Seattle. 

What follows though shows a far different picture for a $15.00 minimum wage
4
.  

 To measure the impact of the increase in the minimum wage in Seattle, we obtained all of 

the hours and wages paid and reported to the Washington Employment Security Department 

(ESD) on a quarterly basis for 2013. In all we obtained over 12 million records showing a proxy 

(fake) employee ID, the number of hours worked in the quarter, the wages paid in the quarter and 

a proxy ID for the employer worked for in the quarter. The data also included an industry sector 

code for each record. Our data did not include a location code and the data included no 

information that would allow us to identify individual employees or employers. We did not get 

location codes from ESD because the location code reported to the state only shows the location 

of the parent company, not necessarily the place of work. 

 After merging the data into an annual database and combining a few industry sectors, we 

then calculated what it would have cost each firm in Washington had they paid a $15.00 

minimum wage to its employees in 2013. We then tabulated those results across the entire data 

set and extrapolated down to the Seattle City level
5
. 

                                                           
4
 We have looked at the costs associated with the change to a minimum wage in Seattle of $10.10, $11.00 and 

$12.50. Only the $10.10 minimum wage has wage bill effects similar to other studies.  
5 The data allow us to get very precise estimates of the costs of an increase in the minimum wage on a 
state-wide level. We extrapolated to the city level by first taking the population level for Seattle relative 
to the state population and adding 100,000 out-of- city workers to the labor force. This comes out to 
12.3 percent of the state total or 414,000 workers in the city. This is very close to what the UW 
researchers found and is consistent with other estimates we have seen. At the state level 44 percent of 
workers would be affected by an increase in the minimum wage to $15.00. This is a higher percentage 
than what we would see in Seattle alone. This is because across the entire wage spectrum Seattle has 
higher hourly wages than the rest of the state. The U.S. Bureau of Labor Statistics, in its 2013 census of 
hourly wage rates in the Seattle-Bellevue Metropolitan area, estimates that 25 percent of jobs pay 
$14.34 or less. Using this as a basis, we assume that 28 percent of Seattle workers earn less than $15.00 
per hour. We did not attempt to adjust for differences in proportions of jobs in the various industry 
sectors.  
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 Table 3 shows the dollar cost, number of firms affected and number of employees 

affected. Total cost in Seattle in 2013 would have been $384 million. The retail and wholesale 

trades and the hotel and food service sectors would have been the most affected as expected. The 

healthcare sector shows a large number of affected employers and employees because thousands 

of individual households that are part of the COPES program administered by DSHS for the 

Federal Government must register as businesses to receive the subsidy that pays for in-home 

health aides. 

 

Table 3 – Effects in Seattle of $15.00 Minimum Wage By Industry 

Industry 
Total Cost 

(In Millions) 

Number of Firms 

Affected 

Number of 

Employees Affected 

Accommodations, 

Food Services $72.06 1,040 22,532 

Construction Plus $46.27 1,331 14,856 

Education $10.75 163 8,053 

Entertainment $10.94 161 5,593 

Finance, Insurance, 

Real Estate $10.30 546 4,457 

General Services $43.26 1,416 19,906 

Healthcare $57.60 3,494 16,443 

Information $3.26 99 1,544 

Manufacturing $22.66 420 8,062 

Professional Services, 

Management 

Consulting $6.66 613 3,588 

Public 

Administration $3.71 54 2,337 

Retail and Wholesale 

Trades $89.15 1,368 29,595 

Transportation and 

Utilities $7.23 207 3,432 

TOTAL $383.87 10,911 116,758 

  

Table 4 shows the same costs except by firm size. All size firms are affected. Though 

many more small businesses are affected, almost half the dollar effects are borne by the larger 

establishments. Note that these costs are caused not just by increasing the pay of individuals who 

were actually getting paid the minimum wage of $9.18 in 2013 but also anyone else making 

more than the minimum but less than $15.00.  That is why costs are so high and so many 

employees are affected. 
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Table 4 – Effects in Seattle of $15.00 Minimum Wage by Firm Size 

Firm Size 
Total Cost 

(In Millions) 

Number of Firms 

Affected 

Number of 

Employees Affected 

Small 

(1-9 Employees) 
$47.81  7,716  17,636 

Medium 

(10-99 Employees) 
 $117.57 2,818  43,796 

Large 

(100+ Employees) 
 $218.56  377  75,374 

TOTAL  $383.87 10,911  116,758 

 

 At the state level, where our data is very precise, 31 percent of firms would have their 

wage bill increased from 25 to over 50 percent with an increase to a $15.00 minimum wage. 

Another 12.5 percent would see wage bills increase from 10 to 25 percent. Seattle would 

experience lower percentages of these high wage bill increases but numerous firms will 

undoubtedly be in these high impact categories. Our data does not allow us to see this 

distribution at the city level.  

Again, so many firms and employees are affected because the $15.00 minimum wage would 

be roughly 67 percent of the median wage in Seattle. Other minimum wages are typically 44 

percent to 50 percent of the median wage.  

V. Estimates of Job Loss with a $15.00 Minimum Wage 

There are a number of reasons to believe that the elasticity of demand for low wage labor 

will not be perfectly inelastic if the minimum wage goes up to $15.00. The large increase in 

labor costs will have the largest effect. Having the mandate just in the city but not in adjacent 

regions is another. Elasticity will certainly rise and job losses will occur. We don’t have any 

basis to estimate the elasticity of demand for low wage labor in the proposed Seattle minimum 

wage environment. Academic researchers and the Congressional Budget Office have used 

estimates as low as -.01 for all low wage labor to -1.0 for low wage teenage labor.  

We have estimated job losses using three different elasticities: -0.1, -0.25 and -0.40. All 

are very inelastic. To give you some perspective, cigarettes are estimated to have an elasticity of 

-0.43 and medical services -0.20. None of these estimates are unreasonable and all probably fit 

some different segment of the market. For instance at $15.00 per hour we suspect that there will 

be very few summer and seasonal jobs at all for teenagers. Restaurants may have one or two less 

waitpersons at lunch and dinner. Hotels will give maids three more rooms to clean in the same 

amount of time. Construction crews will do their own clean up. 

Table 5 shows job losses in Seattle at various elasticities. They range from 4,728 lost jobs 

up to almost 19,000 jobs. There will also be fewer hours worked by those who retain their jobs 

and the nature of these jobs will change. 
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Table 5 – Job Losses in Seattle with a $15.00 Minimum Wage at Various Elasticities 

Elasticity Job Losses 

-0.1 4,728 

-0.25 11,820 

-0.40 18,911 

 

VI. Other Market Effects 

Our main focus here has been on job loss. With such a big change in the minimum wage 

there will be other market changes. Most obvious is wage compression. $15.00 is 67percent of 

the median wage in Seattle. Almost one third of employees will be lumped into a single wage 

rate, $15.00. Employers and employees will no longer be able to differentiate by pay between 

and among employees with different skills or motivations to perform. Incentives to get high 

school diplomas, technical training and even associate degrees would undoubtedly decrease.  

There will be fierce competition for these $15.00 per hour jobs. People in outlying areas (and 

places like Tennessee for that matter) will look at Seattle as a place where they can increase their 

wages 20, 30 and 50 percent. Unemployment will rise.  Employers will start hiring the more 

skilled employees with better language skills and the ability to interact better with clients. Some 

of the lowest skilled people in Seattle will find themselves commuting out of Seattle to find jobs. 

There will be scores of other market effects including businesses moving to surrounding 

suburbs and less overtime. 

VII. Conclusion. 

The $15.00 proposed minimum wage will most certainly cause significant job loss, fewer 

work hours and general disruption of the entire labor market now being paid under $15.00. It will 

also distort the market immediately above the $15.00 per hour level. We believe these negative 

impacts offset any gains to individuals who would secure and keep $15.00 per hour jobs in the 

city.  

Additional work we have done shows that similar but smaller effects occur at minimum 

wages of $12.50 and $11.00 per hour. The negative market effects at $10.10 per hour are very 

small. 

There are ways to increase the income and welfare of the poor. Decreasing their tax burden 

would be a start. Thirty percent of what is now spent on hiring a minimum wage worker goes to 

taxes of one sort or another. Likewise, extensions of the earned income credit, direct subsidies to 

firms hiring low income labor and direct subsidy payments to low income earners should all be 

on the table. Tax changes and subsidies would likely need to happen at the federal level. On a 

local level, increased availability of low income housing and free public transit would go a long  
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