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A week ago the Daily Wire published an article showing how Minnesota hiking its
minimum wage from $6.15 to $8.00 an hour in 2014 put a damper on the growth of
limited service restaurants. Data from Minnesota’s Department of Employment and
Economic Development provides evidence that this policy disproportionately affected
blacks and Hispanics (Fig 1 & 2).
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From 2014 to 2015 the gap between black and white unemployment in North Star state
jumped from about 6% to a shocking 11.2% (Fig. 1). Black unemployment in Minnesota
increased by more than a third because people of color disproportionately rely on the
minimum wage jobs that are often provided by limited service restaurants. White
unemployment was not significantly affected, but what about other minorities? If
Hispanics also compete for these jobs, why did their unemployment decline when so
many African-Americans were losing their jobs (Fig. 2)?
According to Foreign Policy Magazine, high minimum wages compel small businesses to
hire undocumented workers. Since a Pew survey determined that 5% of Minnesota’s
population is Hispanic and 2.7% of her labor force is undocumented, a substantive
portion of the Hispanic labor force in Minnesota is probably being paid under the table.
When your profit margin is only 2%, hiring illegal aliens might be the only way to stay in
business following a hike in minimum wage.
Prior to the implementation of the federal minimum wage, nationwide black labor
participation was the same as that of whites. “Non-white” unemployment started to
diverge from that of whites following implementation of the Davis-Bacon Act in 1931 and
the Fair Labors Standards Act in 1938. This gap grew dramatically following a series of
wage hikes that raised the minimum wage from 40 cents an hour in 1949 to $1.00 an
hour in 1956. In effect, the federal minimum wage deprived African-Americans of the
most important leverage they had for competing with whites.
Since bargaining for less pay is often the only way that people with fewer marketable
skills can compete, regulating wages to ensure more “equity” invariably results in less
equitable workforce participation. This is precisely why Milton Friedman rightly called
minimum wage “the most anti-negro law on our statute books”.
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