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  The federal minimum wage was enacted during the Great Depression to 
promote economic recovery. 

The federal minimum wage was not enacted during good times, but during the extraordinarily 
hard times of the Great Depression.1 When the federal minimum wage was established in 1938, 
the unemployment rate was still a very high 19 percent. 
 
President Franklin Roosevelt called the minimum wage “an essential part of economic 
recovery.” It would put a floor under workers wages, alleviate the hardship of inadequate wages, 
and stimulate the economy and job creation by increasing consumer purchasing power. The 
federal minimum wage was also meant to promote economic development and stop the original 
“race to the bottom” of employers moving to cheaper labor states in a downward spiral. 
 
In his January 3, 1938 annual message to Congress, calling for passage of the historic Fair Labor 
Standards Act, Roosevelt said, millions of workers “receive pay so low that they have little 
buying power. Aside from the undoubted fact that they thereby suffer great human hardship, 
they are unable to buy adequate food and shelter, to maintain health or to buy their share of 
manufactured goods.” 
 
Roosevelt said, “The increase of national purchasing power [is] an underlying necessity of the 
day.” And so it is today. 
 

  The long-term fall in worker buying power is one reason we are in the 
worst economic crisis since the Great Depression. 

Consumer spending makes up about 70% of our economy. The minimum wage sets the wage 
floor. A low minimum wage institutionalizes an increasingly low-wage workforce. 
 
A growing share of workers make too little to buy necessities—much less afford a middle-class 
standard of living. The richest 1% of Americans, meanwhile, has increased their share of the 
nation’s income to a higher level than any year since 1928—the eve of the Great Depression. 
 
As we are seeing so painfully, an economy fueled by rising debt rather than rising wages is a 
house of cards. 
 
“When businesses don't pay a living wage all society pays,” says U.S. Women’s Chamber of 
Commerce CEO Margot Dorfman. “We pay through poverty and needless disease, disability and 
death from inadequate healthcare. We pay as women struggle to put food on the table. We pay 
as businesses and communities suffer economic decline.” 
 
A rising minimum wage is part of the solution, not the problem, in an economic meltdown 
fueled by spiking oil and food prices, a bursting housing bubble, cascading credit crisis, extreme 
inequality, and speculation and greed run amok in an unregulated casino economy. 
 

  Raising the minimum wage boosts consumer purchasing power and 
economic recovery. 

We hear a lot of talk about the importance of consumer spending to recovery from our current 
economic crisis. Well, consumers can’t spend what they don’t have. 
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If consumer purchasing power is at the heart of economic recovery, wages are at the heart of 
consumer purchasing power. 
 
Minimum wage workers, like all workers, are also consumers. Minimum wage raises are well-
targeted stimulus because they go directly to those who need to spend additional dollars on 
food, fuel, housing, healthcare and other necessities. 
 
Minimum wage workers don't put raises into predatory lending Ponzi schemes, commodity 
speculation or offshore tax havens. They recycle their needed raises back into local businesses 
and the economy through increased spending. 
 

  Raising the minimum wage does not increase unemployment in good 
times or bad. 

Extensive research refutes the claim that increasing the minimum wage causes increased 
unemployment and business closures. Some key national, state and citywide studies appear, in 
chronological order, in the endnote.2 
 
The buying power of the minimum wage reached its peak in 1968. The unemployment rate went 
from 3.8% in 1967 to 3.6% in 1968 to 3.5% in 1969. The next time the unemployment rate came 
close to those levels was after the minimum wage raises of 1996 and 1997. 
 
As Business Week put it in 2001, “Many economists have backed away from the argument that 
minimum wage [laws] lead to fewer jobs.” 
 
Numerous states raised their minimum wages higher than the federal level during the 1997-
2007 stagnation of the federal minimum wage at $5.15. States that raised their minimum wages 
above the federal level experienced better employment and small business trends than states 
that did not. 
 
Two important studies, controlling for non-minimum wage factors, published by the Institute 
for Research on Labor and Employment at the University of California, Berkeley, further 
advanced the research on minimum wage employment effects. Minimum Wage Effects Across 
State Borders compared all neighboring counties in the U.S. located on different sides of a state 
border with different minimum wage levels between 1990 and 2006 and found no adverse 
employment effects from higher minimum wages. Do Minimum Wages Really Reduce Teen 
Employment? analyzed the 1990-2007 period, which includes the. last two recessions (July 
1990 to March 1991 and March 2001 to November 2001) as well as the 2007 minimum wage 
increase. Researchers found no significant teen employment loss due to minimum wage 
increases. 
 

  Raise the floor to lift the economy. 

The minimum wage sets the wage floor. As Roosevelt and his advisers understood, we have to 
raise the floor to lift the economy. 
 
Frances Perkins was Secretary of Labor from 1933 to 1945 and the first woman to serve in a 
presidential cabinet. She accepted the position after securing Roosevelt’s commitment to 
champion the minimum wage, unemployment insurance and old-age insurance. In 1933, while 
still serving as Industrial Commissioner of the New York State Department of Labor, Perkins 
wrote in the magazine, Survey Graphic, about the real “cost of a five-dollar dress”: 
 

It hangs in the window of one of the little cash-and-carry stores that now line a street 
where fashionable New Yorkers used to drive out in their carriages to shop at Tiffany’s and 
Constable’s. It is a “supper dress” of silk crepe in “the new red” . . . A cardboard tag on the 
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shoulder reads: “Special $4.95.” Bargain basements and little ready-to-wear shops are filled 
with similar “specials.” 

But the manufacturer who pays a living wage for a reasonable week’s work under decent 
conditions cannot turn out attractive silk frocks to retail at $5 or less . . . 

If the purchaser does not pay a price that allows for a subsistence wage and reasonable 
hours and working conditions, then the cost of the “bargain” must be sweated out of the 
workers. 

The red silk bargain dress in the shop window is a danger signal. It is a warning of the 
return of the sweatshop, a challenge to us all to reinforce the gains we have made in our 
long and difficult progress towards a civilized industrial order. 

 
The Department of Labor is located in the Frances Perkins Building. It’s time to stop undoing 
Perkins’ legacy and build on it. 
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