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Recently, the New Jersey Assembly passed abill that would raise the stat€’ s minimum wage from $8.38 per
hour to about $15 per hour. The state’ s Senate is also expected to pass the bill. With Governor Chris Christie
expected to veto the measure, the issue will likely be posed as a ballot question to New Jersey voters during the
November election. While proponents hope this measure will improve the welfare of low-wage workers,
American Action Form (AAF) research has consistently shown that proposals to raise the minimum wage often
hurt those they intend to help by increasing joblessness among low-skilled workers and failing to deliver income
gains to those who actually need assistance. Could this happen in New Jersey? Y es. This massive minimum
wage increase could cost the state almost 200,000 jobs.

Under the bill passed by the New Jersey Assembly, the state’ s minimum wage would increase to $10.10 on
January 1, 2017. Then over the following four years the minimum wage would increase annually by the larger
of $1.25 or $1 plus any increase in inflation (as measured by the Consumer Price Index or CPl). This means that
by 2021, the minimum wage in New Jersey would be at least $15.10. After 2021, the minimum wage would
increase with the CPI. This proposal comes after New Jersey raised its minimum wage in 2014 from $7.25 to
$8.25 and indexed it by inflation (as measured by the CPI). It also comes shortly after New Y ork and California
both approved increasing their minimum wages to $15 per hour.

While proposals to raise the minimum wage are well intended, it isimportant to take into account the negative
labor market consequences. Recently, Meer & West (2015) found that raising the minimum wage reduces job
creation. Specifically, they found that a 10 percent increase in the real minimum wage is associated with a 0.3 to
0.5 percentage-point decrease in the net job growth rate. As aresult, three years after a minimum wage increase
isimplemented, employment becomes 0.7 percent lower than it would have been absent the minimum wage
increase.

This may not seem al that dramatic, but the bill approved by the New Jersey Assembly would mandate at |east
a 64.7 percent increase in the minimum wage from current law.|[ 1] This means that if the minimum wage were
to be $15.10 by 2021, by 2024 employment would be 4.5 percent lower than under current law. Using New
Jersey Department of Labor and Workforce Development projections as a baseline, this comes out to aloss of
192,852 jobs.[ 2]

Previously we applied the Meer & West (2015) estimateto New York’sand California’ s $15 minimum wage
proposals and found they could cost those states 432,500 and 692,235 jobs, respectively. This means that the
$15 minimum wage proposalsin New Y ork, California, and New Jersey combined could cost about 1.3 million
jobstotal.

Although raising the minimum wage is a very popular proposal, it isimportant to understand that it does have a
cost. Specifically, evidence consistently shows that low-wage, low-skill workers are the very workers who tend
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to bear this cost by being unable to maintain their current job or attain a new one. In 2015, for instance, major
cities that began implementing minimum wage increases experienced significant declines in restaurant
employment growth. These labor market consequences are likely to be no different in New Y ork, California,
and New Jersey, where policymakers are rushing to implement the most aggressive minimum wage increasesin
the country.

[ 1] Note that the estimated 64.7 percent increase is smaller than an increase from $8.38 to $15.10, which is 80.2
percent. Although New Jersey’s minimum wage is currently $8.38 per hour, the state's current law mandates
that the minimum wage increases each year with the Consumer Price Index for Urban Wage Earners and
Clerical Workers (CPI-W), which is reported by the Bureau of Labor Statistics. This means that by 2021 the
minimum wage in New Jersey under current law will likely be higher than $8.38. To project the minimum wage
under current law in 2021, we cal culate the compounded annual growth rate in the CPI-W from 2006 to 2015
and assume the same growth rate would continue until 2021. Thisyields a projected minimum wage of $9.17 in
2021 under current law.

[ 2] The New Jersey Department of Labor and Workforce Development projects how many jobs will be created
from 2012 to 2022. It did not, however, indicate total employment levelsin 2012 and 2022. We address this by
utilizing the Bureau of Labor Statistics' Current Employment Statistics to find total employment in New Jersey
in 2012. We then add the New Jersey Department’ s projected job growth to the 2012 level to project
employment in 2022. Finally, to project baseline employment to 2024, we cal cul ate the compounded annual
total employment growth rate from the 2012 to 2022 projection and assume the same growth rate will continue
until 2024.
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