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SUBJECT: Historical Relationship Between the Minimum Wage and Poverty, 1959
to 2005

This memorandum is in response to your request about the historical relationship
between the federal minimum wage and poverty from 1959 to 2005. In particular, you were
interested in the annual income a full-time, full-year worker earning the minimum wage
would earn relative to the poverty level for a family of three.

Table 1 shows the effective annual minimum wage from 1959 through 2005 for a full-
time full-year worker, relative to the poverty level for a three-person family. The table
shows when statutory changes to the federal minimum wage became effective. Average
effective minimum wage rates for the year were calculated based on the pro-rated average
of effective wage rates over the course of the year. For example, in 1997, the minimum wage
was $4.75 per hour for the first eight months of the year (January through August), and $5.15
per hour for the last four months of the year (September through December). The average
effective minimum wage for the year is thus: (($4.75 x 8) + ($5.15 x 4))/12, or $4.8833 per
hour. Here, full-time full-year work is assumed to amount to 2,080 hours of work per year
(40 hours per week x 52 weeks).

The poverty income level used here is the U.S. Census Bureau’s average weighted
poverty thresholds for a family of three. The earliest year for which official Census Bureau
poverty income thresholds are available is 1959. Census Bureau poverty thresholds vary by
family size and composition (e.g., the poverty threshold for a family of three differs by the
number of children in the family). The average weighted thresholds reflect the average of
the individual thresholds for a given family size by the observed distribution of families of
varying composition in the population, as measured by the Census Bureau’s Current
Population Survey (CPS). Each year the Census Bureau updates the individual poverty
thresholds to reflect changes in prices, and the average weighted thresholds, to reflect
changes in the composition of the population for families of each size. The estimate for 2004
is based on the Census Bureau’s preliminary average weighted poverty thresholds, which
reflect price changes for 2004, but reflect the population weighting from 2003, as opposed
to 2004. The final average weighted poverty thresholds for 2004, scheduled for release this
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fall, may differ by a few dollars from those shown here.' The projected poverty thresholds
for 2005 are based on the 2004 preliminary weighted poverty thresholds adjusted for average
price inflation from January 2005 to May 2005, compared to the same period in 2004, which
amounted to a 3.1% increase in the projected 2005 poverty thresholds, compared to the 2004
preliminary poverty thresholds. The Census Bureau will issue preliminary poverty thresholds
for 2005 in January 2006, when price changes for the 2005 calendar year will be available.
Final weighted poverty thresholds for 2005 won’t be available until the fall of 2006.

Figure 1 depicts the basic trends shown in the table. Table 1 and Figure 1 show that
the federal minimum wage was highest relative to poverty in 1968, when it amounted to
118.7% of poverty for a full-time full-year worker supporting three people. Since 1980, the
minimum wage has been below the poverty line for a full-time full-year worker supporting
a family of three. The most recent increase to the federal minimum wage to $5.15 per hour
in September 1997 (from $4.75 per hour) brought full-time full-year minimum wage earnings
for a family of three up to 82.4% of poverty. Since then, the nominal minimum wage of
$5.15 per hour has eroded relative to the poverty level, which is adjusted each year for
changes in prices. In 2005, full-time full-year earnings for a minimum wage worker amounts
t0 $10,712, or 68.9% of the estimated projected poverty level for a family of three ($15,536).
Based on the assumptions used, it is projected that the level of the minimum wage relative
to poverty in 2005 will be at the lowest level seen at any time over the past 47 years.

' See [http://www.census.gov/hhes/www/poverty/threshld/04prelim.html].
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Table1. Relationzhip Betweenthe Minmum Wage and Poverty fora Family of Three with One Full-Time
Full- Year Wiorcer Eaming the hinimum Wage, 1959 to 2005

Mizighted
Annual dverage FAonual
Fuerage  samings: 1full-  Census eamings az

eff-e_cﬁxe time fll-wear Bureau poerty 3 percent of
minimam wgﬂ(ereaming threshald fora pg'u'err!lr'bra

wage far  the efiective 3-persan 3J-person

‘fear Stantory ederal mnimumwage the wear  minimum wage famiy family

1959 %1 00vhr., effective hiar. 1956 F100 2,020 Fra24 20.5%
1960 + F1.00 2,020 2369 28.2%
1961  F1.1%h0r, effective Sept. 1961 F105 2184 kg A1 6%
1962 + F1.15 2302 Tz 99.2%
1963 F128Mr, effective Sept. 1963 F1.13 2 461 2 442 100.8%
1964 F125 2 600 T2 472 106.1%
1965 Fl125 2 5600 Fra14 103 .4%
1966 F125 2 600 B 100.5%
1967 %1 40mr, effective Feb. 1967 F129 2,206 2 BE1 108.5%
1968 %1 60hr., effective Feb. 1968 153 F3.293 F2774 IRERA
1969 F160 ] Fr0z24 M38%
1970 F150 3308 F3099 107 4%
1971 160 F3.308 $3zz0 103.1%
1972 F1 60 o] Fra30 99.7%
1973 160 Fi528 $3548 93.8%
1974 %2 000hr., effective by 1974 F187 F2 202 F2036 98 6%
1975 F2.10/r., effective Jan. 1975 E2.10 368 203 101.7%
1976 F2300hr, effective Jan. 1976 20 4,754 4540 106.4%
1977 ¥ §220 $4.704 $4533 9a.0%
1978 F2 649, effective Jan. 1978 F2 55 512 By 106.0%
1979 $280/hr., effective Jan. 1974 F200 56,032 FhTed 104.3%
1980 F3.10:hr., effective Jan. 1980 E3.10 b ot kit 93.2%
1981 F3.34Mr, effective Jan. 1981 Fi35 05 963 7280 96.1%
1982 Fi6 5 Q62 7 paz 0 6%
1983 35 05 963 FrAzs aF A%
1984 Fi4 5,962 I TA9%
19845 pi ] i i FATE 81.3%
1986 Fi35 05 963 =\ A%
1987 Fi6 5 Q62 0056 THA%
1028 35 05 963 435 TIO%
1989 16 05 9628 o zes T0.5%
1990 F3 Bldhr, effective Spr. 1990 FI A9 ¥7 670 Fl0419 TI6E%
1991 F425Mr, effective Apr. 1991 .14 5 606 F10360 TAIE
1992 F425 2,240 11,186 TA.0%
1993 425 5,540 F11522 TH.TE
1994 425 2,540 Fi1E1 T48%
1995 F425 2,240 F12,158 T2T%
1996 F474hr, effective Oct. 1996 438 4,100 F1Z516 T2TE
1997 $5.15Mr, effective Sept. 1997 402 F10,157 Fi1Za02 3%
1093 515 F10,712 F13002 82.4%
1999 F5.15 F10,712 F13 290 B0.6%
2000 515 F10,712 F13738 TE.0%
2001 515 F10,712 Fi14.128 THEE
2002 515 F10,712 F14.246 T47%
2003 515 F10,712 F14 620 TIO%
2004 515 F10,712 F15071 1A%
2005 $5.15 F10,712 F15536 62 .9%

Source: Table prepared bythe Congressional Research Sendce (CRE).

"See CRS Report RSZ0040, Fflafor armd the Real Mo em Wage : Fact Sheet, by Brian W, Cashell, Jan.
24,2005,

Effective wage, prorated for the wear. Forexample, in 1997, the minimum wage was 3475 per hour for
the frst eight months ofthe wear (Januarythrough August), and F5.15 perhour forthe last four manths of
the wear (Septemberthrough December). The awerage effective minimum wage for the wear is thus:
(CF P o 804 (B9 .15 o W12, or F4.8833 per hour,

U.5. Census Bureau weighted awerage powerty thresholds for a family of three. Hstorical @bles at:
http Ao w census.qowhhestuu poverbhistpowhstpow! htmi].

" Yifzighted annual average powerty threshold for @ @mily of three i a preliminans estimate from L5
Census Bureau: hitpSAvww census gowhhesdoww poertwthreshldOdprelim html] acees=zed on June 29,

20045, Final published weighted awerage povertythreshalds may difer by 3 £w dollars, when published in
the fll of 2005,

Projected 2005 powertythreshold based on 2004 preliminany estimated powertythreshold indated to 2005
by the awerage increase in the CPI-Ufom Januaryto iy 2005, compared to Bnuaryto ay2004.
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Figure 1. Relationship Between the Minimum YWage and Poverty for a Family of Three with
One Full-Time Full-Year Warker Earning the Minimum YWage, 1959 to 2005
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a Preliminany 2004 powerty threshold issued by the U.5. Census Bureau.

b Projected 2005 powverty threshold based on preliminany 2004 threshold projected to 2005 by the changein average CFI-U from

January through b ay 2005, compared to January through bday 2004,

Source: Figure prepared by the Congressional Research Senvice (CR5).
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