
MISSOURI STATE AUDITOR'S OFFICE 
FISCAL NOTE (18-080) 
 
Subject 
 

Initiative petition from Richard Von Glahn regarding a proposed amendment to Chapter 
290 of the Revised Statutes of Missouri.  (Received December 6, 2016) 

 
Date 
 

December 22, 2016 
 
Description 
 

This proposal would amend Chapter 290 of the Revised Statutes of Missouri. 
 
The amendment is to be voted on in November 2018. 

 
Public comments and other input 
 

The State Auditor's office requested input from the Attorney General's office, the 
Department of Agriculture, the Department of Economic Development, the 
Department of Elementary and Secondary Education, the Department of Higher 
Education, the Department of Health and Senior Services, the Department of 
Insurance, Financial Institutions and Professional Registration, the Department of 
Mental Health, the Department of Natural Resources, the Department of 
Corrections, the Department of Labor and Industrial Relations, the Department of 
Revenue, the Department of Public Safety, the Department of Social Services, the 
Governor's office, the Missouri House of Representatives, the Department of 
Conservation, the Department of Transportation, the Office of Administration, the 
Office of State Courts Administrator, the Missouri Senate, the Secretary of State's 
office, the Office of the State Public Defender, the State Treasurer's office, Adair 
County, Boone County, Callaway County, Cass County, Clay County, Cole County, 
Greene County, Jackson County, Jasper County, St. Charles County, St. Louis 
County, Taney County, the City of Cape Girardeau, the City of Columbia, the City 
of Jefferson, the City of Joplin, the City of Kansas City, the City of Kirksville, the 
City of Mexico, the City of Raymore, the City of St. Joseph, the City of St. Louis, the 
City of Springfield, the City of Union, the City of Wentzville, the City of West Plains, 
Cape Girardeau 63 School District, Hannibal 60 School District, State Technical 
College of Missouri, Metropolitan Community College, University of Missouri, St. 
Louis Community College, University of Central Missouri, Harris-Stowe State 
University, Lincoln University, Missouri State University, Missouri Southern State 
University, Missouri Western State University, Northwest Missouri State 
University, Southeast Missouri State University, and Truman State University. 

 
Lara Granich and Missouri Jobs with Justice Voter Action provided information as 
proponents of the proposal to the State Auditor's office. 



Robert Bonney, Chief Executive Officer of the Missouri Restaurant Association 
provided information as an opponent of the proposal to the State Auditor's office. 
 

Assumptions 
 
Officials from the Attorney General's office indicated they assume that any potential 
costs arising from the adoption of this proposal can be absorbed with existing resources. 
 
Officials from the Department of Agriculture indicated no fiscal impact on their 
department. 
 
Officials from the Department of Economic Development indicated they will defer to 
the Office of Administration regarding any costs associated with this initiative petition. 
 
Officials from the Department of Higher Education indicated this initiative petition 
would not have a fiscal impact on their department because public employers are exempt. 
 
Officials from the Department of Health and Senior Services indicated this proposal 
would have no direct fiscal impact on their department since government employees are 
exempt from its provisions.  However, employees of certain entities that receive funding 
through the department's budget would be impacted, such as Medicaid Home and 
Community Based Services vendors/providers and Area Agencies on Aging. 
 
Officials from the Department of Insurance, Financial Institutions and Professional 
Registration indicated this petition does not apply to public employers with respect to its 
employees. Therefore, this petition, if passed, would have no cost or savings to their 
department. 
 
Officials from the Department of Mental Health indicated this proposal creates no 
direct obligations or requirements to their department that would result in a fiscal impact. 
 
Officials from the Department of Natural Resources indicated it appears Sections 
290.502.4 and 290.512.3 would exclude public employers from the provisions of 290.502 
subsection (3) and 290.512 subsection (2). They are a part of the definition of public 
employers.  Therefore they assume there would be no direct fiscal impact from this 
proposal. 
 
Officials from the Department of Corrections indicated they defer to the Office of 
Administration. 
 
Officials from the Department of Labor and Industrial Relations indicated no fiscal 
impact on their department. 
 
Officials from the Department of Revenue indicated this petition will have no fiscal 
impact on their department.  They defer to the Office of Administration - Budget and 



Planning Division for a statewide response on how this petition may impact state 
revenues. 
 
Officials from the Department of Public Safety indicated they see no fiscal impact due 
to this initiative petition. 
 
Officials from the Department of Social Services indicated no fiscal impact on their 
department. They defer to the Office of Administration for response to this fiscal note 
request. 
 
Officials from the Governor's office indicated there should be no added cost or savings 
to their office. 
 
Officials from the Missouri House of Representatives indicated no fiscal impact. 
 
Officials from the Department of Conservation indicated that no adverse fiscal impact 
to their department would be expected as a result of this proposal. 
 
Officials from the Department of Transportation indicated no fiscal impact. 
 
Officials from the Office of Administration indicated this proposal amends Sections 
290.502, 290.512, 290.527, RSMo and adds Section 290.529, RSMo.  
 
Section 290.502, RSMo, increases the minimum wage to $9.00 per hour, beginning 
January 1, 2019 and by another $1.00 per hour each year until it reaches $14.00 per hour 
beginning January 1, 2024.  Thereafter, the minimum wage will be adjusted annually 
based on the increase/decrease in the cost of living.    
 
Section 290.512, RSMo, increases the base salary for tipped employees.  Effective 
January 1, 2019, employers must pay at least 51% of the minimum wage rate to tipped 
employees.  Each year thereafter the rate increases until January 1, 2024 when tipped 
employees should be paid 60% of the minimum wage as established in Section 290.502, 
RSMo. 
 
The proposal exempts public employers from both requirements; therefore, there would 
be no cost to the State of Missouri.   
 
Because no tax rates are affected, there is no direct impact on general and total state 
revenues.  However, these proposals may have several indirect affects which could 
impact revenue collections by an unknown amount, including but not limited to: 

 Increased wages for certain employees.  According to the US BLS, in 2015, Missouri had 
57,000 hourly employees earning wages at or below the federal minimum wage;1 

 Increased consumption by those employees; 

 Lower overall employment (if employers choose to hold costs steady); 
                                                 
1 http://www.bls.gov/opub/reports/minimum-wage/2015/home.htm  



 Lower business investment (if employers’ payrolls increase); 

 Increased prices as firms pass–through labor costs. 
 
This proposal should not impact their office.   
 
Officials from the Office of State Courts Administrator indicated there is no fiscal 
impact on the courts. 
 
Officials from the Missouri Senate indicated no fiscal impact for their office as it would 
be exempt from the provisions set forth in the petition. 
 
Officials from the Secretary of State's office indicated their office is required to pay for 
publishing in local newspapers the full text of each statewide ballot measure as directed 
by Article XII, Section 2(b) of the Missouri Constitution and Section 116.230-116.290, 
RSMo. Their office is provided with core funding to handle a certain amount of normal 
activity resulting from each year's legislative session. Funding for this item is adjusted 
each year depending upon the election cycle with $1.3 million historically appropriated in 
odd numbered fiscal years and $100,000 appropriated in even numbered fiscal years to 
meet these requirements. Through FY (fiscal year) 2013, the appropriation had 
historically been an estimated appropriation because the final cost is dependent upon the 
number of ballot measures approved by the General Assembly and the initiative petitions 
certified for the ballot. In FY 2015, the General Assembly changed the appropriation so 
that it was no longer an estimated appropriation. In FY 2017 their office was appropriated 
$2.6 million to publish the full text of the measures. In FY 2017, at the August and 
November elections, there were 6 statewide Constitutional Amendments or ballot 
propositions that cost $2.4 million to publish (an average of $400,000 per issue). Their 
office will continue to assume, for the purposes of this fiscal note, that it should have the 
full appropriation authority it needs to meet the publishing requirements. Because these 
requirements are mandatory, they reserve the right to request funding to meet the cost of 
their publishing requirements if the Governor and the General Assembly again change the 
amount or continue to not designate it as an estimated appropriation. 
 
Officials from the Office of the State Public Defender indicated this initiative petition 
will not have any significant impact on their office. 
 
Officials from the State Treasurer's office indicated this would have no fiscal impact on 
their office. 
 
Officials from Greene County indicated there are no estimated costs or savings to report 
from their county for this initiative petition. 
 
Officials from the City of Kansas City indicated no fiscal impact is anticipated if this 
proposal is adopted because cities are excluded from operation of the proposal. 
 



Officials from the City of Raymore indicated there would be no direct fiscal impact on 
employee salaries. However there would be a potential increase cost in the capital 
projects. We have no way of predicting that value. 
 
Officials from University of Missouri indicated we do not see an impact on the 
University of Missouri System. 
 
Officials from University of Central Missouri indicated no fiscal impact. 
 
Officials from Missouri State University indicated there will be no fiscal impact to their 
university for this fiscal note. 
 
Officials from Missouri Southern State University indicated they do not anticipate any 
fiscal impact from this initiative petition. 
 
Officials from Missouri Western State University indicated the proposed statutory 
amendment will have no fiscal impact on their university. 

 
Lara Granich and Missouri Jobs with Justice Voter Action provided the following 
information as proponents of this initiative petition. 

  



November 24, 2016 

 

Missouri State Auditor 

Jefferson City, MO 

Submitted via email to moaudit@auditor.mo.gov, fiscalnote@auditor.mo.gov 

 

Re: Fiscal Impact Analysis of Minimum Wage Initiative Petitions 

 

Proposal 1 $15 by 2026 and Tipped Minimum Wage at 100% by 2028 

Proposal 2 $15 by 2026 and Tipped Minimum Wage at 60% by 2024 

Proposal 3 $15 by 2026 and Tipped Minimum Wage at 100% by 2028 

Proposal 4 $15 by 2026 and Tipped Minimum Wage at 60% by 2024 

Proposal 5 $15 by 2027 and Tipped Minimum Wage at 100% by 2028 

Proposal 6 $15 by 2027 and Tipped Minimum Wage at 60% by 2024 

Proposal 7 $14 by 2024 and Tipped Minimum Wage at 100% by 2028 

Proposal 8 $14 by 2024 and Tipped Minimum Wage at 60% by 2024 

Proposal 9 $13 by 2023 and Tipped Minimum Wage at 100% by 2028 

Proposal 10 $13 by 2023 and Tipped Minimum Wage at 60% by 2024 

Proposal 11 $12 by 2022 and Tipped Minimum Wage at 100% by 2028 

Proposal 12 $12 by 2022 and Tipped Minimum Wage at 60% by 2024 

 

 

This letter is from Lara Granich and Missouri Jobs with Justice Voter Action, proponents of the above-

referenced initiative petitions. Pursuant to RSMo. Section 116.175, we write to submit the following fiscal 

impact information to assist your office in its analysis of the fiscal impact of the above-mentioned twelve 

proposed Minimum Wage Initiative Petitions. 

 

The estimated net fiscal impact for each of the twelve versions of the initiative in the final phase-in year is 

summarized in the right-most column of Table 2 below.  The estimated net fiscal impact for each version of 

the initiative for 2019 and 2020 – the first two fiscal years of implementation – is summarized in Table 3 

below. 

 

Our analysis estimates the impact of each of the twelve proposed initiative petitions on state and local sales 

and personal income tax revenue in Missouri. We follow the process that has been used in the past to 

estimate the impact of minimum initiative petitions on state and local sales and personal income tax, with 

some refinements. We also address certain claims that have been made by opponents in the past. 

 

As these proposed initiatives exclude from the minimum wage increases public workers employed by the state 

or by local governments, the initiatives are not expected to have any direct impact on state and local payroll 

costs.  Accordingly, we do not include in our analysis any such estimates. 

 

 

 

mailto:moaudit@auditor.mo.gov
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I. Estimate of Number of Workers Affected Statewide and the Impact on Their Wages 

 

 
Table 1.  Summary of the Number of Affected Workers and Aggregate Wage Increases for the Final Year of 
Minimum Wage Phase-In.  
 

Proposal Year of 
Peak 

Minimum 
Wage (MW) 

Proposed Peak 
MW 

Tipped MW in 
Peak MW Year 

Workers Affected 
by MW Increase 

Aggregate Annual Wage 
Increase in Nominal Dollars 

1 2026  $      15.00   $      13.50       1,117,399   $        8,294,071,138  

2 2026  $      15.00   $        9.00       1,117,399   $        8,165,764,211  

3 2026  $      15.00   $      13.50       1,117,399   $        8,294,071,138  

4 2026  $      15.00   $        9.00       1,117,399   $        8,165,764,211  

5 2027  $      15.00   $      14.25       1,097,200   $        8,058,515,525  

6 2027  $      15.00   $        9.00       1,096,645   $        7,908,877,243  

7 2024  $      14.00   $      11.20       1,044,718   $        7,064,599,152  

8 2024  $      14.00   $        8.40       1,043,118   $        6,985,083,230  

9 2023  $      13.00   $        9.75          949,801   $        5,741,687,801  

10 2023  $      13.00   $        7.54          944,495   $        5,682,599,137  

11 2022  $      12.00   $        8.40          867,022   $        4,552,685,065  

12 2022  $      12.00   $        6.84          858,952   $        4,517,542,341  
 

Note: Author’s Analysis of American Community Survey (ACS) Data from 2014.  

Across the twelve proposals analyzed, the total aggregate wage increase for workers in Missouri ranges from a low of 

$4.517 billion (Proposal 12) to a high of $8.294 billion under Proposals 1 and 3. While some proposals have the same 

final impact numbers, they have different impacts in the initial years (not listed) based on the relative pace of increases 

in earlier years. A full, year-by-year impact analysis is presented in Appendix Tables 1 through 12 below.  

The wage impact of an increase in the Missouri minimum wage is calculated using the following procedure. The 

American Community Survey (ACS) Public Use Micro Sample for the most recent year available (2014) for the State of 

Missouri was downloaded from the US Census Bureau. The ACS was chosen over the Current Population survey because 

the ACS has a significantly larger sample. We followed the method of Perry, Thomason, and Bernhardt (2016) for 

calculating an hourly wage rate from the ACS based on observed total annual wage income, typical hours worked each 

week and weeks worked per year. Since ACS income figures are clustered around whole-numbers, we smoothed the 

wage distribution by randomly adding or subtracting $0.25 from each wage figure.  

Wage adjustments were made only for those individuals earning less than the proposed minimum wage, or proposed 

tipped minimum wage. We did not make additional adjustments for the “ripple effect” of minimum wage increases on 

workers earning slightly above the new threshold. Recent evidence suggests that workers earning up to 15% above of 

the minimum wage also receive small increases in response to a minimum wage increase. (See Wicks-Lim (2006) and 

Dube, Giuliano and Leonard (2015)). Thus, the estimated impacts listed above are likely to be smaller than the actual 

impact of increasing the minimum wage to the proposed level.  

All wage earners are included in this calculation. To be consistent with past estimates, public employees should have 

been excluded. Employees in the public sector were included because the ACS does not have a published variable that 
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allows for identification of public employees. This inclusion of public employees will have a minimal impact on our 

results.1 

All wages from the 2014 survey were adjusted upward to account for inflation between the time of the survey and the 

time of measurement of the impact. Actual inflation was to adjust wages to 2015. For all subsequent years between 

2016 and 2028, baseline wages were inflated by the annual average rate of change in the Consumer Price Index for 

Urban Workers (CPI-U) for the Midwest region. The 2015 and 2016 Missouri Minimum wage of $7.65 was adjusted by 

the same factor prior to measuring the impact of a change to the proposed minimum wage in 2019.  

After these adjustments, the resulting hourly wage of all employees was compared to the proposed minimum wage.  A 

total of twelve proposals were analyzed. For each proposal, we constructed a baseline wage scenario which used only 

basic wage changes from expected inflation rates to predict each ACS respondent’s hourly wage rate in each year 

between 2019 and 2028. We then constructed a counterfactual, or “proposed” wage distribution for each worker under 

all twelve minimum wage proposed scenarios. Since the minimum wage proposals offered six different paths for raising 

the minimum wage for all non-tipped private sector workers, and two different wage paths for tipped workers (for each 

proposal), we create separate minimum wage changes for tipped and non-tipped workers. Specifically, we used 

information on a worker’s occupation and observed wage levels to separately identify tipped workers and assign them 

the proposed tipped minimum wage in each year, rather than the higher non-tipped minimum wage.2   

If the proposed minimum wage was less than the inflation-adjusted hourly earnings of an employee, then no impact was 

calculated. If the proposed minimum wage was more than the hourly earnings on an employee, then the difference 

between the inflation-adjusted hourly earnings (i.e. baseline) and the proposed minimum wage was calculated. That 

difference was multiplied by the number of hours the employee worked in the year to calculate the annual impact for 

that employee. The result was then multiplied by a weighting factor for that employee in the population. The total 

impact for the State of Missouri was then summed across all affected workers to generate a total estimated increase in 

wage income in the state. 

 

II. Economic Literature on the Impact of Minimum Wage Increases on Employment 

 

Next we review the economic literature on the impact of minimum wage increases on employment. Opponents often 

claim that minimum wage increases may reduce employment in a state. If that were true, then those employment 

reductions would result in reductions in state income and sales tax revenue or increases in unemployment-related costs 

to the state. 

 

However, as explained in greater detail below, review of the most credible recent empirical research on the minimum 

wage shows that increases have had no discernible impact on aggregate employment levels.  Larger $15 minimum wage 

increases, such as those adopted recently in New York, California, Seattle and other jurisdictions, have not yet been 

studied to determine whether the same holds true for them.  While it is possible that there may be some employment 

                                                           
1 For Missouri’s state employees, this can be validated by viewing the earnings of all state employees at: 
http://mapyourtaxes.mo.gov/MAP/Employees/. Larger counties and cities will also have almost all public employees earning more 
than the highest proposed minimum wage. Local public employees in small counties and towns may have some public employees 
who earn less than the highest proposed minimum.   
2 We defined tipped workers as those employed in occupations that typically receive a large share of income as tips. These 
occupations were ‘Bartenders’, ‘Waiters and Waitresses’, ‘Food Servers, Non-restaurant’  and ‘Miscellaneous food preparation and 
serving related workers including dining room and cafeteria attendants and bartender helpers.’ 

http://mapyourtaxes.mo.gov/MAP/Employees/
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losses from such larger minimum wage increases as the result of increased use of automation or other factors, we offset 

this potential negative effect by not also calculating the positive potential job growth stemming from multiplier effects 

of the spending of minimum wage workers who receive substantial raises. There is substantial research to indicate that 

increases in the minimum wage have multiplier effects that increase the direct effects. For this reason, and because of 

the likely increases in wages to individuals who earn above the proposed minimum wages, the wage and tax impacts 

summarized in the table are considered conservative estimates relative to the total impact that would occur as a result 

of increasing the minimum wage to the proposed levels. 

 

Economists have conducted hundreds of studies of the employment impact of the minimum wage. A meta-study—a 

formal statistical study of studies—by Doucouliagos and Stanley (2009) reviewed all the research conducted over the 

last three decades on the employment impact of minimum wage increases on teenagers in the United States. The 

researchers concluded that the bulk of the studies find that higher minimum wages have had little or no discernible 

effect on the employment prospects of low-wage workers. Their study followed a rigorous, peer-reviewed procedure 

and has the advantage of using a set of predetermined, objective criteria for weighing the validity of statistical findings 

across studies with different results.  (Source: Doucouliagos, Hristos and T. D. Stanley. 2009. “Publication Selection Bias 

in Minimum-Wage Research? A Meta-Regression Analysis.” British Journal of Industrial Relations, vol. 47, no. 2, pp. 406–

28.) 

 

Recent theoretical and empirical research emphasizes several explanations for the consistently negligible employment 

impacts of moderate increases in the minimum wage. First, relative to total wage costs, minimum wage increases are 

small. Second, employers and workers appear to respond to minimum-wage increases in many ways that reduce the 

direct cost to employers and substantially reduce or eliminate the need to cut employment. 

 

Probably the most important economic response to a higher minimum wage is a reduction in turnover. At higher wages, 

employers fill vacancies faster and retain employees longer, boosting total employment and average productivity per 

worker while reducing direct and indirect training costs. Dube, Lester, and Reich (2012), for example, examined the 

effect of the minimum wage on labor turnover among teens and restaurant workers. They find “...striking evidence that 

separations, new hires, and turnover rates for teens and restaurant workers fall substantially following a minimum wage 

increase...” (p. 2) Their findings, using nationally representative data, are consistent with local case studies of the 

minimum wage and related “living wage” laws, including Dube, Naidu, and Reich’s (2007) analysis of the San Francisco 

city-wide minimum wage; Fairris’s (2005) study of local government contractors in Los Angeles; Howes (2005) on 

homecare workers in California; and Reich, Hall, and Jacobs (2005) on workers at the San Francisco airport. 

(Sources: Dube, Arindrajit, T. William Lester, and Michael Reich. 2012. “Minimum Wage Shocks, Employment Flows and 

Labor Market Frictions.” Berkeley, CA: Institute for Research on Labor and Employment. 

http://escholarship.org/uc/item/76p927ks; Dube, Arindrajit, Suresh Naidu, and Michael Reich. 2007. “The Economic 

Effects of a Citywide Minimum Wage.” Industrial and Labor Relations Review, vol. 60, no. 4, pp. 522–543; Fairris, David. 

2005. “The Impact of Living Wages on Employers: A Control Group Analysis of the Los Angeles Ordinance.” Industrial 

Relations, vol. 44, no. 1, pp. 84–105; Howes, Candace. 2005. “Living Wages and the Retention of Home Care Workers in 

San Francisco.” Industrial Relations, vol. 44, 5 no. 1, pp. 139–63; Reich, Michael, Peter Hall, and Ken Jacobs. 2005. “Living 

Wage Policies at the San Francisco Airport: Impacts on Workers and Businesses.” Industrial Relations, vol. 44, no. 1, pp. 

106–138.) 

 

Employers also appear to respond to increases in the minimum wage by taking measures to boost productivity. Hirsch, 

Kaufman, and Zelenska’s (2011) study of the impact of the federal minimum wage increase on 81 fast-food restaurants 

in Georgia and Alabama, for example, asked fast-food managers about the scope for efficiency improvements in 
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response to the minimum-wage rise. About 90% of managers indicated that they planned to respond to the minimum 

wage increase with increased performance standards such as “requiring a better attendance and on-time record, faster 

and more proficient performance of job duties, taking on additional tasks, and faster termination of poor performers.” 

(p. 27) Roughly the same share of managers said that they sought to “boost morale” by presenting the minimum wage 

increase as a “challenge to the store” and using this as a way “to energize employees to improve productivity.” (pp. 28–

29) Based on their interviews with store managers, the researchers concluded that a minimum wage increase may 

function as a “catalyst or shock that forces managers to step out of the daily routine and think about where cost savings 

can occur.” (p. 29) (Source: Hirsch, Barry T., Bruce Kaufman, and Tetyana Zelenska, “Minimum Wage Channels of 

Adjustment.” IZA Discussion Paper No. 6132. Germany: Institute for the Study of Labor. 

http://www2.gsu.edu/~ecobth/IZA_HKZ_MinWageCoA_dp6132.pdf) 

 

A higher minimum wage may also motivate workers to work harder, independently of any actions by employers to 

increase productivity. According to “efficiency wage” theory, wages above the competitive-market rate may elicit 

greater work effort for several reasons. As Carl Shapiro and Joseph Stiglitz (1984) have argued, higher pay increases the 

cost to workers of losing their job, potentially inducing greater effort from workers in order to reduce their chances of 

being fired. George Akerlof (1982), arguing from a more sociological point of view, has suggested that workers may see 

higher wages as a gift from employers, leading workers to reciprocate by working harder. (Sources: Shapiro, Carl and 

Joseph E. Stiglitz. 1984. “Equilibrium unemployment as a worker discipline device.” American Economic Review, vol. 74, 

no. 3, pp. 433–44; Akerlof, George A. 1982. “Labor contracts as partial gift exchange.” Quarterly Journal of Economics, 

vol. 97, no. 4, pp. 543–69.) 

 

We therefore conclude that the proposed increase in the Missouri minimum wage would have no discernible impact on 

the employment levels of low-wage workers.  Note too, we conclude the same as to small businesses.  In fact, the 

proposed increases will not affect some small businesses as the state minimum wage law exempts individuals employed 

by any retail or service business that has a gross volume of sales made or business done of less than $500,000 annually. 

Accordingly, we do not factor in reductions in employment, or any resulting decrease in sales tax or income tax. We also 

do not project any increased unemployment insurance costs—both because we do not project any resulting job losses, 

and, additionally, because unemployment insurance costs are paid for by employer premiums, and so are ultimately not 

a cost to the state. 

 

III. State and Local Sales and Personal Income Tax Revenue Impact of Raising the Minimum Wage 

 

Based on the wage impact figures calculated above, and the understanding that the minimum wage increases would be 

unlikely to result in offsetting job losses, we next calculate the impact of the projected wage increases on state and local 

sales and personal income tax revenue in Missouri. We project only the direct impact of the twelve minimum wage 

increase scenarios on such tax revenue.  We do not attempt to project the additional impact through a GDP multiplier 

effect, or the potentially higher sales taxes generated if employers offset wage increases with slightly higher prices 

(which would be taxable).  Studies are mixed as to whether businesses increase prices by even small amounts when the 

minimum wage increases. 

 

Increase in Personal Income Tax Revenue and Sales Tax Revenue Due to Increased Wages. In order to determine the 

projected increase in personal income tax revenues that would result directly from the increased wages, we had to 

develop assumptions about the effective income tax rates of the affected workers. We made the following assumptions 

with respect to the effective tax rate: 
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1. That 25% of affected workers can be claimed as a dependent on another party’s Missouri income tax return and, 

as a result, would pay an effective tax rate of 6.0% on the increase in income; 

2. That 50% of the affected workers would file as single taxpayers, would claim one deduction of $2,100, and 

would be entitled to a standard deduction of $5,800. This would result in an effective tax rate of 2.47%; 

3. The remaining 25% would, we assumed, pay no additional Missouri income tax. In light of these assumptions, 

the increased Missouri income tax revenue for each petition version can be calculated as follows: (total wage 

increase * 25% * 6.0%) + (total wage increase * 50% * 2.47%) + (total wage increase *25% * 0%).  

 

Sales Tax Revenue. The State of Missouri imposes a 4.225% state sales tax on those items that are not exempt from the 

sales tax base. In addition, the average local sales tax rate is 2.95%. As a result, the average Missouri net sales tax rate is 

7.175%. To estimate the share of income that is spent on goods and services that are subject to sales taxes, we used 

data from the 2015 Consumer Expenditure Survey (CES) for the US to estimate the share of income spent on categories 

that are subject to sales taxes. The CES summary tables list average spending per consumer across 20 different 

categories (e.g. housing, transportation, food away from home) and we categorized each spending item as taxable or 

non-taxable and then calculated the share of spending that was taxable.3 The resulting rate was 30.3%.   

 

Based upon the above assumptions, and the total wage increase calculations for each version of the petition, we 

estimate that the increase in state and local sale tax revenue, and in state income tax revenue, resulting from the 

increased wages would be as follows for the final year of the minimum wage phase-in, for each of the twelve versions of 

the initiative: 

 

 

Table 2.  Summary of the Impact of Minimum Wage Increases on State and Local Sales and Income Taxes in Final Year 
of Full Minimum Wage Phase-In.  
 

Proposal Final Year of  
Minimum 

Wage  
Phase-In 

State & Local Sales Tax 
Revenue Increase 

Personal Income Tax 
Revenue 

Total Sales and Personal 
Income Tax Revenue 

Increase 

1 2026 $  180,361,529 $  226,842,846 $  407,204,375 

2 2026 $  177,571,387 $  223,333,651 $  400,905,039 

3 2026 $  180,361,529 $  226,842,846 $  407,204,375 

4 2026 $  177,571,387 $  223,333,651 $  400,905,039 

5 2027 $  175,239,175 $  220,400,400 $  395,639,574 

6 2027 $  171,985,165 $  216,307,793 $  388,292,957 

7 2024 $  153,625,630 $  193,216,787 $  346,842,417 

8 2024 $  151,896,490 $  191,042,026 $  342,938,516 

9 2023 $  124,857,814 $  157,035,161 $  281,892,975 

10 2023 $  123,572,881 $  155,419,086 $  278,991,968 

11 2022 $    99,001,953 $  124,515,937 $  223,517,889 

12 2022 $    98,237,745 $  123,554,783 $  221,792,528 

                                                           
3 Specifically, the categories we assumed to be subject to state and local sales taxes are: food, household furnishings 
and equipment, vehicle purchases, gasoline and motor oil, entertainment, and all other expenditures. We assumed that 50% of the 
spending on the category “apparel and services” was taxable.   
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Note: Author’s Analysis of American Community Survey (ACS) data from 2014 and fiscal impact assumptions described above. All 

dollars are in nominal figures.  

 

As described in Table 2 above, the final fiscal impact of the proposed minimum wage increases varies based on the 

ultimate level of the minimum wage and the degree of tipped minimum wage phase-out. The estimates of the total 

fiscal benefit range from $221 million to $407 million annually.   

 

Section 23.140, RSMo., indicates that the fiscal note shall address the cost of the proposed legislation to the state for 

the first two fiscal years—which, in the case of the proposed initiatives, will be 2019 and 2020. Table 3 below 

summarizes our projected total sales and personal income tax revenue increases for years 2019 and 2020 for each of the 

twelve versions of the initiative: 

Table 3.  Summary of the Impact of Minimum Wage Increases on State and Local Sales and Income Taxes in 2019 & 
2020  
 

Proposal Total Sales and Personal Income Tax 
Revenue Increase—2019 

Total Sales and Personal Income Tax 
Revenue Increase—2020 

1  $    60,008,101  $    88,368,944 

2  $    59,882,683  $    88,058,046 

3  $    93,306,606  $  123,377,155 

4  $    93,142,857  $  122,961,967 

5  $    91,491,028  $  117,027,046 

6  $    91,328,763  $  116,631,083 

7  $    91,491,028  $  127,734,685 

8  $    91,328,763  $  127,305,194 

9  $    91,491,028   $  127,734,685  
10  $    91,328,763   $  127,305,194  
11  $    91,491,028  $  127,734,685 

12 $    91,328,763 $  127,305,194 

 

 

Complete year-by-year summaries of the fiscal benefits for all twelve versions of the proposed initiative can be found in 

Appendix tables 1 through 12.  

 

Please also consider the following with reference to section 23.140, RSMo.  The proposed measures will not establish a 

program or agency that will duplicate an existing program or agency.  There is not a federal mandate for the proposed 

measures (although the United States Department of Labor currently supports minimum wage increases).  The proposed 

measures will not have significant direct fiscal impact upon political subdivisions of the state because the measures 

exclude employees of public employers.  And, the proposed measures do not require new physical facilities.  We 

reference the economic impact of the proposed measures on small businesses in Section II above. 

 

We hope that this information is useful to your office as you prepare your analyses of the petitions. 
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Respectfully submitted, 

 

 

Lara Granich 

Missouri Jobs with Justice Voter Action 



 

 

 

 

 

 

Appendix 



Table A.  Summary of Minimum Wage Proposals and Rates by Year, 2015-2028 

 

Note: Assumed minimum wage rates under existing law between 2015 and 2018 listed in grey shading.  2017 and 2018 MW rates assumed to 

increase according to annual average increase in the CPI-U for the Midwest Region between 2010-2016.  

 

 

 

 

 

Year
Min 

Wage

Tipped 

MW A

Tipped 

MW B

Min 

Wage

Tipped 

MW A

Tipped 

MW B

Min 

Wage

Tipped 

MW A

Tipped 

MW B

Min 

Wage

Tipped 

MW A

Tipped 

MW B

Min 

Wage

Tipped 

MW A

Tipped 

MW B

Min 

Wage

Tipped 

MW A

Tipped 

MW B

2015  $       7.65  $       3.83  $       3.83  $       7.65  $       3.83  $       3.83  $       7.65  $       3.83  $       3.83  $       7.65  $       3.83  $       3.83  $       7.65  $       3.83  $       3.83  $       7.65  $       3.83  $  3.83 

2016  $       7.65  $       3.83  $       3.83  $       7.65  $       3.83  $       3.83  $       7.65  $       3.83  $       3.83  $       7.65  $       3.83  $       3.83  $       7.65  $       3.83  $       3.83  $       7.65  $       3.83  $  3.83 

2017  $       7.76  $       3.88  $       3.88  $       7.76  $       3.88  $       3.88  $       7.76  $       3.88  $       3.88  $       7.76  $       3.88  $       3.88  $       7.76  $       3.88  $       3.88  $       7.76  $       3.88  $  3.88 

2018  $       7.88  $       3.94  $       3.94  $       7.88  $       3.94  $       3.94  $       7.88  $       3.94  $       3.94  $       7.88  $       3.94  $       3.94  $       7.88  $       3.94  $       3.94  $       7.88  $       3.94  $  3.94 

2019  $       8.00  $       4.40  $       4.08  $       9.05  $       4.98  $       4.62  $       9.00  $       4.95  $       4.59  $       9.00  $       4.95  $       4.59  $       9.00  $       4.95  $       4.59  $       9.00  $       4.95  $  4.59 

2020  $       9.00  $       5.40  $       4.77  $       9.90  $       5.94  $       5.25  $       9.75  $       5.85  $       5.17  $    10.00  $       6.00  $       5.30  $    10.00  $       6.00  $       5.30  $    10.00  $       6.00  $  5.30 

2021  $    10.00  $       6.50  $       5.50  $    10.75  $       6.99  $       5.91  $    10.50  $       6.83  $       5.78  $    11.00  $       7.15  $       6.05  $    11.00  $       7.15  $       6.05  $    11.00  $       7.15  $  6.05 

2022  $    11.00  $       7.70  $       6.27  $    11.60  $       8.12  $       6.61  $    11.25  $       7.88  $       6.41  $    12.00  $       8.40  $       6.84  $    12.00  $       8.40  $       6.84  $    12.00  $       8.40  $  6.84 

2023  $    12.00  $       9.00  $       6.96  $    12.45  $       9.34  $       7.22  $    12.00  $       9.00  $       6.96  $    13.00  $       9.75  $       7.54  $    13.00  $       9.75  $       7.54  $    12.00  $       9.00  $  6.96 

2024  $    13.00  $    10.40  $       7.80  $    13.30  $    10.64  $       7.98  $    12.75  $    10.20  $       7.65  $    14.00  $    11.20  $       8.40  $    13.00  $    10.40  $       7.80  $    12.00  $       9.60  $  7.20 

2025  $    14.00  $    11.90  $       8.40  $    14.15  $    12.03  $       8.49  $    13.50  $    11.48  $       8.10  $    14.00  $    11.90  $       8.40  $    13.00  $    11.05  $       7.80  $    12.00  $    10.20  $  7.20 

2026  $    15.00  $    13.50  $       9.00  $    15.00  $    13.50  $       9.00  $    14.25  $    12.83  $       8.55  $    14.00  $    12.60  $       8.40  $    13.00  $    11.70  $       7.80  $    12.00  $    10.80  $  7.20 

2027  $    15.00  $    14.25  $       9.00  $    15.00  $    14.25  $       9.00  $    15.00  $    14.25  $       9.00  $    14.00  $    13.30  $       8.40  $    13.00  $    12.35  $       7.80  $    12.00  $    11.40  $  7.20 

2028  $    15.00  $    15.00  $       9.00  $    15.00  $    15.00  $       9.00  $    15.00  $    15.00  $       9.00  $    14.00  $    14.00  $       8.40  $    13.00  $    13.00  $       7.80  $    12.00  $    12.00  $  7.20 

Proposal 11 & 12Proposal 1 & 2 Proposal 3 & 4 Proposal 5 & 6 Proposal 7 &  8 Proposal 9 &  10

$12 by 2022$15 by 2026 $15 by 2026 $15 by 2027 $14 by 2024 $13 by 2023



Table A1. Summary of Affected Workers and Fiscal Impacts for Proposal 1. 

Year

Proposed 
Minimum 
Wage

Proposed 
Tipped 
Wage

Total 
Employed 
Workers1

Workers 
Affected by MW 
increase

Share of 
Workforce 
Affected

Aggregate Annual 
Wage Increase in 
Nominal Dollars

State Sales Tax 
(4.225%)

Local Sales Tax 
Revenue (2.95%)

Total Sales Tax 
Revenue 
Increase

Personal Income 
Tax Revenue

Total Sales and 
Personal Income 
Tax Revenue 
Increase

2019 8.00$        4.40$        2,864,237 421,788           14.7% 1,222,264,515$         15,651,147$     10,928,020$    26,579,166$     33,428,934$     60,008,101$    
2020 9.00$        5.40$        2,881,586 530,380           18.4% 1,799,927,399$         23,048,143$     16,092,787$    39,140,930$     49,228,014$     88,368,944$    
2021 10.00$     6.50$        2,899,041 631,957           21.8% 2,517,558,520$         32,237,439$     22,508,981$    54,746,420$     68,855,226$     123,601,646$ 
2022 11.00$     7.70$        2,916,602 745,172           25.5% 3,377,968,920$         43,255,029$     30,201,736$    73,456,766$     92,387,450$     165,844,216$ 
2023 12.00$     9.00$        2,934,269 846,151           28.8% 4,415,685,325$         56,543,030$     39,479,749$    96,022,779$     120,768,994$  216,791,772$ 
2024 13.00$     10.40$     2,952,043 931,807           31.6% 5,576,900,426$         71,412,436$     49,861,938$    121,274,374$  152,528,227$  273,802,601$ 
2025 14.00$     11.90$     2,969,924 1,021,637         34.4% 6,864,115,755$         87,895,281$     61,370,670$    149,265,951$  187,733,566$  336,999,516$ 
2026 15.00$     13.50$     2,987,914 1,117,399         37.4% 8,294,071,138$         106,205,918$  74,155,611$    180,361,529$  226,842,846$  407,204,375$ 
2027 15.00$     14.25$     3,006,013 1,097,200         37.2% 8,058,515,525$         103,189,619$  72,049,556$    175,239,175$  220,400,400$  395,639,574$ 
2028 15.00$     15.00$     3,024,222 1,066,522         35.3% 7,830,620,671$         100,271,416$  70,011,994$    170,283,410$  214,167,475$  384,450,885$ 

1) Total employed workers in 2014 from the ACS was estimated to be 2,795,876.  This figure was inflated to each subsequent year based on the 
population projections in the State of Missouri between 2020 and 2030 (CAGR = 0.6%)



Table A2. Summary of Affected Workers and Fiscal Impacts for Proposal 2. 

Year

Proposed 
Minimum 
Wage

Proposed 
Tipped 
Wage

Total 
Employed 
Workers1

Workers 
Affected by MW 
increase

Share of 
Workforce 
Affected

Aggregate Annual 
Wage Increase in 
Nominal Dollars

State Sales Tax 
(4.225%)

Local Sales Tax 
Revenue (2.95%)

Total Sales Tax 
Revenue 
Increase

Personal Income 
Tax Revenue

Total Sales and 
Personal Income 
Tax Revenue 
Increase

2019 8.00$        4.08$        2,864,237 420,743           14.7% 1,219,709,970$         15,618,436$     10,905,180$    26,523,616$     33,359,068$     59,882,683$    
2020 9.00$        4.77$        2,881,586 528,273           18.3% 1,793,594,927$         22,967,056$     16,036,169$    39,003,225$     49,054,821$     88,058,046$    
2021 10.00$     5.50$        2,899,041 627,965           21.7% 2,503,864,976$         32,062,093$     22,386,550$    54,448,643$     68,480,707$     122,929,350$ 
2022 11.00$     6.27$        2,916,602 738,066           25.3% 3,351,722,654$         42,918,945$     29,967,074$    72,886,019$     91,669,615$     164,555,633$ 
2023 12.00$     6.96$        2,934,269 837,760           28.6% 4,366,803,942$         55,917,102$     39,042,710$    94,959,812$     119,432,088$  214,391,900$ 
2024 13.00$     7.80$        2,952,043 926,989           31.4% 5,505,724,102$         70,501,021$     49,225,565$    119,726,586$  150,581,554$  270,308,140$ 
2025 14.00$     8.40$        2,969,924 1,019,055         34.3% 6,764,972,241$         86,625,744$     60,484,247$    147,109,992$  185,021,991$  332,131,983$ 
2026 15.00$     9.00$        2,987,914 1,117,399         37.4% 8,165,764,211$         104,562,942$  73,008,445$    177,571,387$  223,333,651$  400,905,039$ 
2027 15.00$     9.00$        3,006,013 1,096,645         36.5% 7,908,877,243$         101,273,494$  70,711,671$    171,985,165$  216,307,793$  388,292,957$ 
2028 15.00$     9.00$        3,024,222 1,065,577         35.2% 7,659,733,161$         98,083,194$     68,484,124$    166,567,318$  209,493,702$  376,061,020$ 

1) Total employed workers in 2014 from the ACS was estimated to be 2,795,876.  This figure was inflated to each subsequent year based on the 
population projections in the State of Missouri between 2020 and 2030 (CAGR = 0.6%)



Table A3. Summary of Affected Workers and Fiscal Impacts for Proposal 3. 

Year

Proposed 
Minimum 
Wage

Proposed 
Tipped 
Wage

Total 
Employed 
Workers1

Workers 
Affected by MW 
increase

Share of 
Workforce 
Affected

Aggregate Annual 
Wage Increase in 
Nominal Dollars

State Sales Tax 
(4.225%)

Local Sales Tax 
Revenue (2.95%)

Total Sales Tax 
Revenue 
Increase

Personal Income 
Tax Revenue

Total Sales and 
Personal Income 
Tax Revenue 
Increase

2019 9.05$        4.98$        2,864,237 548,462           19.1% 1,900,499,300$         24,335,971$     16,991,980$    41,327,950$     51,978,656$     93,306,606$    
2020 9.90$        5.94$        2,881,586 636,153           22.1% 2,512,986,014$         32,178,888$     22,468,099$    54,646,987$     68,730,167$     123,377,155$ 
2021 10.75$     6.99$        2,899,041 729,185           25.2% 3,223,130,691$         41,272,319$     28,817,359$    70,089,679$     88,152,624$     158,242,303$ 
2022 11.60$     8.12$        2,916,602 824,162           28.3% 4,059,707,011$         51,984,713$     36,297,019$    88,281,732$     111,032,987$  199,314,719$ 
2023 12.45$     9.34$        2,934,269 893,537           30.5% 4,990,737,937$         63,906,602$     44,621,178$    108,527,780$  136,496,683$  245,024,462$ 
2024 13.30$     10.64$     2,952,043 959,658           32.5% 6,000,441,052$         76,835,891$     53,648,729$    130,484,620$  164,112,063$  294,596,683$ 
2025 14.15$     12.03$     2,969,924 1,040,572         35.0% 7,099,877,251$         90,914,217$     63,478,565$    154,392,782$  194,181,643$  348,574,425$ 
2026 15.00$     13.50$     2,987,914 1,117,399         37.4% 8,294,071,138$         106,205,918$  74,155,611$    180,361,529$  226,842,846$  407,204,375$ 
2027 15.00$     14.25$     3,006,013 1,097,200         36.5% 8,058,515,525$         103,189,619$  72,049,556$    175,239,175$  220,400,400$  395,639,574$ 
2028 15.00$     15.00$     3,024,222 1,066,522         35.3% 7,830,620,671$         100,271,416$  70,011,994$    170,283,410$  214,167,475$  384,450,885$ 

1) Total employed workers in 2014 from the ACS was estimated to be 2,795,876.  This figure was inflated to each subsequent year based on the 
population projections in the State of Missouri between 2020 and 2030 (CAGR = 0.6%)



Table A4. Summary of Affected Workers and Fiscal Impacts for Proposal 4. 

Year

Proposed 
Minimum 
Wage

Proposed 
Tipped 
Wage

Total 
Employed 
Workers1

Workers 
Affected by MW 
increase

Share of 
Workforce 
Affected

Aggregate Annual 
Wage Increase in 
Nominal Dollars

State Sales Tax 
(4.225%)

Local Sales Tax 
Revenue (2.95%)

Total Sales Tax 
Revenue 
Increase

Personal Income 
Tax Revenue

Total Sales and 
Personal Income 
Tax Revenue 
Increase

2019 9.05$        4.62$        2,864,237 547,296           19.1% 1,897,164,012$         24,293,262$     16,962,159$    41,255,422$     51,887,436$     93,142,857$    
2020 9.90$        5.25$        2,881,586 633,553           22.0% 2,504,529,330$         32,070,600$     22,392,490$    54,463,090$     68,498,877$     122,961,967$ 
2021 10.75$     5.91$        2,899,041 724,839           25.0% 3,206,008,487$         41,053,069$     28,664,273$    69,717,342$     87,684,332$     157,401,674$ 
2022 11.60$     6.61$        2,916,602 816,188           28.0% 4,028,411,748$         51,583,976$     36,017,214$    87,601,190$     110,177,061$  197,778,251$ 
2023 12.45$     7.22$        2,934,269 886,538           30.2% 4,936,926,743$         63,217,547$     44,140,063$    107,357,610$  135,024,946$  242,382,557$ 
2024 13.30$     7.98$        2,952,043 955,827           32.4% 5,926,500,505$         75,889,080$     52,987,641$    128,876,721$  162,089,789$  290,966,510$ 
2025 14.15$     8.49$        2,969,924 1,038,903         35.0% 6,999,334,098$         89,626,757$     62,579,629$    152,206,387$  191,431,788$  343,638,174$ 
2026 15.00$     9.00$        2,987,914 1,117,399         37.4% 8,165,764,211$         104,562,942$  73,008,445$    177,571,387$  223,333,651$  400,905,039$ 
2027 15.00$     9.00$        3,006,013 1,096,645         36.5% 7,908,877,243$         101,273,494$  70,711,671$    171,985,165$  216,307,793$  388,292,957$ 
2028 15.00$     9.00$        3,024,222 1,065,577         35.2% 7,659,733,161$         98,083,194$     68,484,124$    166,567,318$  209,493,702$  376,061,020$ 

1) Total employed workers in 2014 from the ACS was estimated to be 2,795,876.  This figure was inflated to each subsequent year based on the 
population projections in the State of Missouri between 2020 and 2030 (CAGR = 0.6%)



Table A5. Summary of Affected Workers and Fiscal Impacts for Proposal 5. 

Year

Proposed 
Minimum 
Wage

Proposed 
Tipped 
Wage

Total 
Employed 
Workers1

Workers 
Affected by MW 
increase

Share of 
Workforce 
Affected

Aggregate Annual 
Wage Increase in 
Nominal Dollars

State Sales Tax 
(4.225%)

Local Sales Tax 
Revenue (2.95%)

Total Sales Tax 
Revenue 
Increase

Personal Income 
Tax Revenue

Total Sales and 
Personal Income 
Tax Revenue 
Increase

2019 9.00$        4.95$        2,864,237 543,523           19.0% 1,863,519,013$         23,862,437$     16,661,346$    40,523,783$     50,967,245$     91,491,028$    
2020 9.75$        5.85$        2,881,586 616,817           21.4% 2,383,644,943$         30,522,670$     21,311,687$    51,834,357$     65,192,689$     117,027,046$ 
2021 10.50$     6.83$        2,899,041 689,691           23.8% 2,975,549,883$         38,102,037$     26,603,789$    64,705,826$     81,381,289$     146,087,116$ 
2022 11.25$     7.88$        2,916,602 784,685           26.9% 3,651,492,961$         46,757,516$     32,647,259$    79,404,775$     99,868,332$     179,273,108$ 
2023 12.00$     9.00$        2,934,269 846,151           28.8% 4,415,685,325$         56,543,030$     39,479,749$    96,022,779$     120,768,994$  216,791,772$ 
2024 12.75$     10.20$     2,952,043 904,578           30.6% 5,237,058,923$         67,060,752$     46,823,484$    113,884,236$  143,233,562$  257,117,798$ 
2025 13.50$     11.48$     2,969,924 959,850           32.3% 6,114,487,630$         78,296,262$     54,668,396$    132,964,659$  167,231,237$  300,195,895$ 
2026 14.25$     12.83$     2,987,914 1,026,895         34.4% 7,054,339,607$         90,331,105$     63,071,423$    153,402,528$  192,936,188$  346,338,716$ 
2027 15.00$     14.25$     3,006,013 1,097,200         36.5% 8,058,515,525$         103,189,619$  72,049,556$    175,239,175$  220,400,400$  395,639,574$ 
2028 15.00$     15.00$     3,024,222 1,066,522         35.3% 7,830,620,671$         100,271,416$  70,011,994$    170,283,410$  214,167,475$  384,450,885$ 

1) Total employed workers in 2014 from the ACS was estimated to be 2,795,876.  This figure was inflated to each subsequent year based on the 
population projections in the State of Missouri between 2020 and 2030 (CAGR = 0.6%)



Table A6. Summary of Affected Workers and Fiscal Impacts for Proposal 6. 

Year

Proposed 
Minimum 
Wage

Proposed 
Tipped 
Wage

Total 
Employed 
Workers1

Workers 
Affected by MW 
increase

Share of 
Workforce 
Affected

Aggregate Annual 
Wage Increase in 
Nominal Dollars

State Sales Tax 
(4.225%)

Local Sales Tax 
Revenue (2.95%)

Total Sales Tax 
Revenue 
Increase

Personal Income 
Tax Revenue

Total Sales and 
Personal Income 
Tax Revenue 
Increase

2019 9.00$        4.59$        2,864,237 542,576           18.9% 1,860,213,946$         23,820,115$     16,631,796$    40,451,911$     50,876,851$     91,328,763$    
2020 9.75$        5.17$        2,881,586 614,272           21.3% 2,375,579,835$         30,419,396$     21,239,578$    51,658,975$     64,972,108$     116,631,083$ 
2021 10.50$     5.78$        2,899,041 684,908           23.6% 2,959,643,079$         37,898,350$     26,461,570$    64,359,920$     80,946,238$     145,306,158$ 
2022 11.25$     6.41$        2,916,602 777,265           26.6% 3,623,087,338$         46,393,781$     32,393,291$    78,787,071$     99,091,439$     177,878,510$ 
2023 12.00$     6.96$        2,934,269 837,760           28.6% 4,366,803,942$         55,917,102$     39,042,710$    94,959,812$     119,432,088$  214,391,900$ 
2024 12.75$     7.65$        2,952,043 899,272           30.5% 5,168,339,574$         66,180,798$     46,209,078$    112,389,876$  141,354,087$  253,743,963$ 
2025 13.50$     8.10$        2,969,924 956,019           32.2% 6,020,031,489$         77,086,748$     53,823,883$    130,910,631$  164,647,861$  295,558,492$ 
2026 14.25$     8.55$        2,987,914 1,024,719         34.3% 6,932,879,471$         88,775,803$     61,985,472$    150,761,275$  189,614,254$  340,375,529$ 
2027 15.00$     9.00$        3,006,013 1,096,645         36.5% 7,908,877,243$         101,273,494$  70,711,671$    171,985,165$  216,307,793$  388,292,957$ 
2028 15.00$     9.00$        3,024,222 1,065,577         35.2% 7,659,733,161$         98,083,194$     68,484,124$    166,567,318$  209,493,702$  376,061,020$ 

1) Total employed workers in 2014 from the ACS was estimated to be 2,795,876.  This figure was inflated to each subsequent year based on the 
population projections in the State of Missouri between 2020 and 2030 (CAGR = 0.6%)



Table A7. Summary of Affected Workers and Fiscal Impacts for Proposal 7. 

Year

Proposed 
Minimum 
Wage

Proposed 
Tipped 
Wage

Total 
Employed 
Workers1

Workers 
Affected by MW 
increase

Share of 
Workforce 
Affected

Aggregate Annual 
Wage Increase in 
Nominal Dollars

State Sales Tax 
(4.225%)

Local Sales Tax 
Revenue (2.95%)

Total Sales Tax 
Revenue 
Increase

Personal Income 
Tax Revenue

Total Sales and 
Personal Income 
Tax Revenue 
Increase

2019 9.00$        4.95$        2,864,237 543,523           19.0% 1,863,519,013$         23,862,437$  16,661,346$    40,523,783$     50,967,245$     91,491,028$    
2020 10.00$     6.00$        2,881,586 647,118           22.5% 2,601,741,610$         33,315,407$  23,261,645$    56,577,052$     71,157,633$     127,734,685$ 
2021 11.00$     7.15$        2,899,041 767,907           26.5% 3,489,359,063$         44,681,385$  31,197,653$    75,879,038$     95,433,970$     171,313,008$ 
2022 12.00$     8.40$        2,916,602 867,022           29.7% 4,552,685,065$         58,297,317$  40,704,636$    99,001,953$     124,515,937$  223,517,889$ 
2023 13.00$     9.75$        2,934,269 949,801           32.4% 5,741,687,801$         73,522,545$  51,335,268$    124,857,814$  157,035,161$  281,892,975$ 
2024 14.00$     11.20$     2,952,043 1,044,718         35.4% 7,064,599,152$         90,462,479$  63,163,151$    153,625,630$  193,216,787$  346,842,417$ 
2025 14.00$     11.90$     2,969,924 1,021,637         34.4% 6,864,115,755$         87,895,281$  61,370,670$    149,265,951$  187,733,566$  336,999,516$ 
2026 14.00$     12.60$     2,987,914 997,728           33.4% 6,669,196,152$         85,399,328$  59,627,933$    145,027,260$  182,402,515$  327,429,775$ 
2027 14.00$     13.30$     3,006,013 971,739           32.3% 6,480,542,208$         82,983,606$  57,941,216$    140,924,822$  177,242,829$  318,167,652$ 
2028 14.00$     14.00$     3,024,222 950,955           31.4% 6,298,798,887$         80,656,376$  56,316,286$    136,972,661$  172,272,150$  309,244,811$ 

1) Total employed workers in 2014 from the ACS was estimated to be 2,795,876.  This figure was inflated to each subsequent year based on the 
population projections in the State of Missouri between 2020 and 2030 (CAGR = 0.6%)



Table A8. Summary of Affected Workers and Fiscal Impacts for Proposal 8. 

Year

Proposed 
Minimum 
Wage

Proposed 
Tipped 
Wage

Total 
Employed 
Workers1

Workers 
Affected by MW 
increase

Share of 
Workforce 
Affected

Aggregate Annual 
Wage Increase in 
Nominal Dollars

State Sales Tax 
(4.225%)

Local Sales Tax 
Revenue (2.95%)

Total Sales Tax 
Revenue 
Increase

Personal Income 
Tax Revenue

Total Sales and 
Personal Income 
Tax Revenue 
Increase

2019 9.00$        4.59$        2,864,237 542,576           18.9% 1,860,213,946$         23,820,115$  16,631,796$    40,451,911$     50,876,851$     91,328,763$    
2020 10.00$     5.30$        2,881,586 644,738           22.4% 2,592,993,599$         33,203,388$  23,183,431$    56,386,819$     70,918,375$     127,305,194$ 
2021 11.00$     6.05$        2,899,041 762,637           26.3% 3,471,054,141$         44,446,989$  31,033,992$    75,480,982$     94,933,331$     170,414,312$ 
2022 12.00$     6.84$        2,916,602 858,952           29.5% 4,517,542,341$         57,847,313$  40,390,432$    98,237,745$     123,554,783$  221,792,528$ 
2023 13.00$     7.54$        2,934,269 944,495           32.2% 5,682,599,137$         72,765,913$  50,806,969$    123,572,881$  155,419,086$  278,991,968$ 
2024 14.00$     8.40$        2,952,043 1,043,118         35.3% 6,985,083,230$         89,444,274$  62,452,215$    151,896,490$  191,042,026$  342,938,516$ 
2025 14.00$     8.40$        2,969,924 1,019,055         34.3% 6,764,972,241$         86,625,744$  60,484,247$    147,109,992$  185,021,991$  332,131,983$ 
2026 14.00$     8.40$        2,987,914 994,829           33.3% 6,550,573,334$         83,880,358$  58,567,350$    142,447,708$  179,158,181$  321,605,889$ 
2027 14.00$     8.40$        3,006,013 968,537           32.2% 6,342,493,856$         81,215,891$  56,706,954$    137,922,845$  173,467,207$  311,390,052$ 
2028 14.00$     8.40$        3,024,222 947,055           31.3% 6,141,467,687$         78,641,743$  54,909,619$    133,551,363$  167,969,141$  301,520,504$ 

1) Total employed workers in 2014 from the ACS was estimated to be 2,795,876.  This figure was inflated to each subsequent year based on the 
population projections in the State of Missouri between 2020 and 2030 (CAGR = 0.6%)



Table A9. Summary of Affected Workers and Fiscal Impacts for Proposal 9. 

Year

Proposed 
Minimum 
Wage

Proposed 
Tipped 
Wage

Total 
Employed 
Workers1

Workers 
Affected by MW 
increase

Share of 
Workforce 
Affected

Aggregate Annual 
Wage Increase in 
Nominal Dollars

State Sales Tax 
(4.225%)

Local Sales Tax 
Revenue (2.95%)

Total Sales Tax 
Revenue 
Increase

Personal Income 
Tax Revenue

Total Sales and 
Personal Income 
Tax Revenue 
Increase

2019 9.00$        4.95$        2,864,237 543,523           19.0% 1,863,519,013$         23,862,437$  16,661,346$    40,523,783$     50,967,245$     91,491,028$    
2020 10.00$     6.00$        2,881,586 647,118           22.5% 2,601,741,610$         33,315,407$  23,261,645$    56,577,052$     71,157,633$     127,734,685$ 
2021 11.00$     7.15$        2,899,041 767,907           26.5% 3,489,359,063$         44,681,385$  31,197,653$    75,879,038$     95,433,970$     171,313,008$ 
2022 12.00$     8.40$        2,916,602 867,022           29.7% 4,552,685,065$         58,297,317$  40,704,636$    99,001,953$     124,515,937$  223,517,889$ 
2023 13.00$     9.75$        2,934,269 949,801           32.4% 5,741,687,801$         73,522,545$  51,335,268$    124,857,814$  157,035,161$  281,892,975$ 
2024 13.00$     10.40$     2,952,043 931,807           31.6% 5,576,900,426$         71,412,436$  49,861,938$    121,274,374$  152,528,227$  273,802,601$ 
2025 13.00$     11.05$     2,969,924 909,631           30.6% 5,416,478,901$         69,358,232$  48,427,641$    117,785,874$  148,140,698$  265,926,572$ 
2026 13.00$     11.70$     2,987,914 893,063           29.9% 5,260,207,202$         67,357,167$  47,030,448$    114,387,615$  143,866,667$  258,254,282$ 
2027 13.00$     12.35$     3,006,013 876,584           29.2% 5,106,957,524$         65,394,799$  45,660,274$    111,055,072$  139,675,288$  250,730,360$ 
2028 13.00$     13.00$     3,024,222 857,479           28.4% 4,956,685,598$         63,470,560$  44,316,723$    107,787,283$  135,565,351$  243,352,634$ 

1) Total employed workers in 2014 from the ACS was estimated to be 2,795,876.  This figure was inflated to each subsequent year based on the 
population projections in the State of Missouri between 2020 and 2030 (CAGR = 0.6%)



Table A10. Summary of Affected Workers and Fiscal Impacts for Proposal 10. 

Year

Proposed 
Minimum 
Wage

Proposed 
Tipped 
Wage

Total 
Employed 
Workers1

Workers 
Affected by MW 
increase

Share of 
Workforce 
Affected

Aggregate Annual 
Wage Increase in 
Nominal Dollars

State Sales Tax 
(4.225%)

Local Sales Tax 
Revenue (2.95%)

Total Sales Tax 
Revenue 
Increase

Personal Income 
Tax Revenue

Total Sales and 
Personal Income 
Tax Revenue 
Increase

2019 9.00$        4.59$        2,864,237 542,576           18.9% 1,860,213,946$         23,820,115$  16,631,796$    40,451,911$     50,876,851$     91,328,763$    
2020 10.00$     5.30$        2,881,586 644,738           22.4% 2,592,993,599$         33,203,388$  23,183,431$    56,386,819$     70,918,375$     127,305,194$ 
2021 11.00$     6.05$        2,899,041 762,637           26.3% 3,471,054,141$         44,446,989$  31,033,992$    75,480,982$     94,933,331$     170,414,312$ 
2022 12.00$     6.84$        2,916,602 858,952           29.5% 4,517,542,341$         57,847,313$  40,390,432$    98,237,745$     123,554,783$  221,792,528$ 
2023 13.00$     7.54$        2,934,269 944,495           32.2% 5,682,599,137$         72,765,913$  50,806,969$    123,572,881$  155,419,086$  278,991,968$ 
2024 13.00$     7.80$        2,952,043 926,989           31.4% 5,505,724,102$         70,501,021$  49,225,565$    119,726,586$  150,581,554$  270,308,140$ 
2025 13.00$     7.80$        2,969,924 904,418           30.5% 5,327,596,215$         68,220,086$  47,632,959$    115,853,045$  145,709,756$  261,562,802$ 
2026 13.00$     7.80$        2,987,914 887,266           29.7% 5,153,689,112$         65,993,198$  46,078,091$    112,071,290$  140,953,397$  253,024,687$ 
2027 13.00$     7.80$        3,006,013 870,278           29.0% 4,982,946,968$         63,806,838$  44,551,520$    108,358,359$  136,283,600$  244,641,958$ 
2028 13.00$     7.80$        3,024,222 850,799           28.1% 4,815,248,660$         61,659,455$  43,052,164$    104,711,618$  131,697,051$  236,408,669$ 

1) Total employed workers in 2014 from the ACS was estimated to be 2,795,876.  This figure was inflated to each subsequent year based on the 
population projections in the State of Missouri between 2020 and 2030 (CAGR = 0.6%)



Table A11. Summary of Affected Workers and Fiscal Impacts for Proposal 11. 

Year

Proposed 
Minimum 
Wage

Proposed 
Tipped 
Wage

Total 
Employed 
Workers1

Workers 
Affected by MW 
increase

Share of 
Workforce 
Affected

Aggregate Annual 
Wage Increase in 
Nominal Dollars

State Sales Tax 
(4.225%)

Local Sales Tax 
Revenue (2.95%)

Total Sales Tax 
Revenue 
Increase

Personal Income 
Tax Revenue

Total Sales and 
Personal Income 
Tax Revenue 
Increase

2019 9.00$        4.95$        2,864,237 543,523           19.0% 1,863,519,013$         23,862,437$  16,661,346$    40,523,783$     50,967,245$     91,491,028$    
2020 10.00$     6.00$        2,881,586 647,118           22.5% 2,601,741,610$         33,315,407$  23,261,645$    56,577,052$     71,157,633$     127,734,685$ 
2021 11.00$     7.15$        2,899,041 767,907           26.5% 3,489,359,063$         44,681,385$  31,197,653$    75,879,038$     95,433,970$     171,313,008$ 
2022 12.00$     8.40$        2,916,602 867,022           29.7% 4,552,685,065$         58,297,317$  40,704,636$    99,001,953$     124,515,937$  223,517,889$ 
2023 12.00$     9.00$        2,934,269 846,151           28.8% 4,415,685,325$         56,543,030$  39,479,749$    96,022,779$     120,768,994$  216,791,772$ 
2024 12.00$     9.60$        2,952,043 831,622           28.2% 4,281,776,630$         54,828,324$  38,282,498$    93,110,822$     117,106,591$  210,217,413$ 
2025 12.00$     10.20$     2,969,924 813,271           27.4% 4,150,695,234$         53,149,821$  37,110,526$    90,260,347$     113,521,515$  203,781,862$ 
2026 12.00$     10.80$     2,987,914 799,427           26.8% 4,022,314,218$         51,505,897$  35,962,697$    87,468,594$     110,010,294$  197,478,888$ 
2027 12.00$     11.40$     3,006,013 772,796           25.7% 3,898,371,841$         49,918,810$  34,854,554$    84,773,363$     106,620,470$  191,393,833$ 
2028 12.00$     12.00$     3,024,222 748,806           24.8% 3,780,440,095$         48,408,689$  33,800,150$    82,208,839$     103,395,037$  185,603,875$ 

1) Total employed workers in 2014 from the ACS was estimated to be 2,795,876.  This figure was inflated to each subsequent year based on the 
population projections in the State of Missouri between 2020 and 2030 (CAGR = 0.6%)



Table A12. Summary of Affected Workers and Fiscal Impacts for Proposal 12. 

Year

Proposed 
Minimum 
Wage

Proposed 
Tipped 
Wage

Total 
Employed 
Workers1

Workers 
Affected by MW 
increase

Share of 
Workforce 
Affected

Aggregate Annual 
Wage Increase in 
Nominal Dollars

State Sales Tax 
(4.225%)

Local Sales Tax 
Revenue (2.95%)

Total Sales Tax 
Revenue 
Increase

Personal Income 
Tax Revenue

Total Sales and 
Personal Income 
Tax Revenue 
Increase

2019 9.00$        4.59$        2,864,237 542,576           18.9% 1,860,213,946$         23,820,115$  16,631,796$    40,451,911$     50,876,851$     91,328,763$    
2020 10.00$     5.30$        2,881,586 644,738           22.4% 2,592,993,599$         33,203,388$  23,183,431$    56,386,819$     70,918,375$     127,305,194$ 
2021 11.00$     6.05$        2,899,041 762,637           26.3% 3,471,054,141$         44,446,989$  31,033,992$    75,480,982$     94,933,331$     170,414,312$ 
2022 12.00$     6.84$        2,916,602 858,952           29.5% 4,517,542,341$         57,847,313$  40,390,432$    98,237,745$     123,554,783$  221,792,528$ 
2023 12.00$     6.96$        2,934,269 837,760           28.6% 4,366,803,942$         55,917,102$  39,042,710$    94,959,812$     119,432,088$  214,391,900$ 
2024 12.00$     7.20$        2,952,043 824,019           27.9% 4,221,332,779$         54,054,338$  37,742,082$    91,796,420$     115,453,451$  207,249,871$ 
2025 12.00$     7.20$        2,969,924 805,089           27.1% 4,074,348,740$         52,172,201$  36,427,927$    88,600,128$     111,433,438$  200,033,567$ 
2026 12.00$     7.20$        2,987,914 790,442           26.5% 3,930,187,607$         50,326,212$  35,139,012$    85,465,224$     107,490,631$  192,955,855$ 
2027 12.00$     7.20$        3,006,013 763,507           25.4% 3,790,569,472$         48,538,396$  33,890,714$    82,429,110$     103,672,075$  186,101,185$ 
2028 12.00$     7.20$        3,024,222 739,084           24.4% 3,657,027,733$         46,828,389$  32,696,745$    79,525,133$     100,019,709$  179,544,842$ 

1) Total employed workers in 2014 from the ACS was estimated to be 2,795,876.  This figure was inflated to each subsequent year based on the 
population projections in the State of Missouri between 2020 and 2030 (CAGR = 0.6%)



Robert Bonney, Chief Executive Officer of the Missouri Restaurant Association 
provided the following information as an opponent of this initiative petition. 
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Edward D. Greim     
edgreim@gravesgarrett.com       
Phone: (816) 256-3181       
Fax: (816) 817-0863 

December 14, 2016 

Via Electronic Mail 
Mr. Jon Halwes 
Missouri State Auditor’s Office 
Truman State Office Building 
301 West High Street, Rm 880, P.O. Box 869 
Jefferson City, Missouri 65102 
 
 Re: Initiative Petitions 2018-073 through 2018-084 
 
Dear Mr. Halwes, 
 

I write on behalf of Robert Bonney. Mr. Bonney is the Chief Executive Officer of the 
Missouri Restaurant Association. Please consider this letter and the accompanying studies as his 
fiscal impact statement as an opponent of Initiative Petitions 2018-073 through 2018-084 (the 
“Initiative Petitions”). If passed, any of these twelve initiatives would have a substantial negative 
impact on state and local governments, as well as Missouri small businesses. Those effects are 
both direct (as noted in Section 1) and secondary (as noted in Sections 2 through 5). The direct 
effects stem from higher labor and contracting costs that the state and its political subdivisions 
will incur, despite the Initiatives’ effort to exclude government workers from the mandate. 
  

The indirect effects will present a debate this Office has seen before. The proponents of 
the Initiative Petitions will once again rely on data sourced from political activist groups who 
claim increases in the minimum wage only serve to create new taxable income. The reality is that 
such groups approach this issue with political bias. Their analysis is one-sided because it 
completely ignores the fact that a wage increase does not “create” income from thin air; instead, 
it is an economic transfer from Missouri businesses to workers. Missouri businesses must pay the 
new wages “created” by the increases. Political activists’ models fail to account, then, for two 
specific manifestations of the “debit” side of this transfer: reductions in employment, and the 
reduction in corporate income tax paid based upon business done in Missouri.  
 

The failure to account for any employment effect at any proposed wage increase—even a 
near doubling of the minimum wage to $15—is particularly puzzling, because Missouri’s most 
populous areas border Illinois and Kansas. These states, respectively, have minimum wages of 
$8.25 and $7.25. Neither state adjusts the minimum wage for inflation. Likewise, the second 
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effect—loss of corporate income tax revenues—is a mathematical certainty. Missouri businesses 
will be the source of the wage increase, which will lower their own taxable income. Assuming a 
one-to-one substitution of “created” wages for lost corporate income, the difference in the rates 
at which these two types of income are taxed will result in a net decrease in state revenue. A 
dollar from increased wages is taxable by state government in Missouri at 6% or substantially 
less, whereas Missouri’s corporate income tax rate is 6.25%.  

 
On top of these two types of negative outcomes—lower employment and lower state tax 

revenues—there may be second-order effects to small businesses because they lack the access to 
capital to weather price fluctuations; they may not survive at all because they may not have the 
flexibility to simply cut employment, shifting their reliance to capital instead of labor resources, 
or suffering a decrease in production and revenue.  

 
In short, much of the fiscal impact regarding the current crop of wage-related ballot 

measures is secondary: they cause transfers of wealth within (or out of) the state economy, and 
those transfers of wealth then create second-order effects for state and local governments via 
their collection of tax revenues and provision of welfare services for the unemployed or less-
employed. Because these fiscal notes call for the Auditor operate in the area of secondary effects, 
it is critical that she treat both sides of the wealth transfer equally, and refrain from assessing 
only one half of the wage increase equation. 
 

1. Direct Labor Cost Impact on State and Local Government Budgets 
 
 As noted to the State Auditor’s Office previously by Dr. David Macpherson, a nationally 
prominent labor and economics expert, there are two ways to measure labor cost on state and 
local government budgets. First, one can use the information included in fiscal note responses 
from state and local government entities. It is important to note that these fiscal notes provide an 
incomplete and, therefore, too-low estimate of labor cost. Few state and local government 
entities respond to requests for a fiscal note response, and those that do respond often ignore 
important effects. 
 
 Second, data from the U.S. Census Bureau’s Current Population Survey (CPS) can be 
used to calculate increased labor cost to state and local government entities in Missouri. To 
combat this time-honored analysis, and in a blatant attempt to manipulate the fiscal note process, 
the Initiative Petitions provide that they will raise the minimum wage for private workers, but not 
for workers employed by state or local governmental entities. No conceivable justification exists 
for solely raising the minimum wage on private businesses. Whatever the disparity between the 
value of total compensation at a private business and at a government employer, that disparity 
does not approach the wage adjustments at issue here, ranging from an inflation adjusted wage 
increase of 68.54% (($15-$8.90)/$8.90) in Initiative Petitions 2018-073 through 2018-076 to a 
wage increase of 42.01% (($15-$8.45)/$8.45) in Initiative Petitions 2018-083 through 2018-084. 
 
 Moreover, it is unreasonable to assume that on a sustained basis public employers, as 
defined in the Initiative Petitions, would be able to maintain dramatically lower wage levels than 
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private businesses. Public employers would lose staff employable at higher rates in the private 
market, imposing substantial costs on government productivity. Using the method traditionally 
employed by labor economists and followed by the Auditor’s office, one can calculate the annual 
wage costs to state and local governmental entities, based on the annual wage cost for each state 
and local government worker in the ORG CPS, as detailed on page 6 of Dr. Macpherson’s 2012 
report, as well as in Dr. Macpherson’s 2014 report, attached hereto as Exhibit A and Exhibit B. 
Even if the auditor finds that a specific estimate of costs is not determinable, the auditor should 
note that the initiative is “likely to result in significant costs to state and local governmental 
entities” through the form of higher wage costs and higher contracting costs. 
 
 The proponents of the Initiative Petitions may argue that the Auditor should abandon any 
state and local cost estimates altogether. The proponents will argue that provisions they have 
inserted in the statute would mean that state and local government entities will not have to pay 
higher wages to their employees.  Setting aside unjustifiable discrimination against private 
employers (and “public employees”), the provision is of uncertain legal effect and 
constitutionality. A “public employer,” defined in the initiatives as “the state or a political 
subdivision of the state” still incurs substantial costs for wages of individuals that are “private 
employees,” rather than “public employees.” Cleaning services, food service, and other essential 
services often rely on state contracts with outside vendors. Sometimes, a contract rate may vary 
depending on the cost of labor. Even if the contract rate is fixed, it must be re-bid periodically, 
and that bidding process would take into account the new minimum wage. Plainly, the initiative 
would impose higher costs for state and local governments in contracting with any private entity 
and its employees. As a matter of law, it would be insufficient and unfair for the Auditor’s fiscal 
note or summary to simply assume that these costs to state and local governmental entities do not 
exist.  
 

2. Cost of Unemployment Benefits 
 

a) The effect of inflation on Missouri’s minimum wage 
 

CPS–ORG data show that between 2007 and 2015, median nominal wages for adult (25–
59 years old) workers in the U.S. grew by 1.68 percent a year. However, Missouri’s minimum 
wage is currently adjusted using “the percentage increase or decrease as of the preceding July 
over the level as of July of the immediately preceding year of the Consumer Price Index for 
Urban Wage Earners and Clerical Workers (CPI-W).” Section 290.502, RSMo. Coincidentally 
(or perhaps not), the CPI-W, over the period from 2006 to 2016, also increased at an average rate 
of 1.68 percent a year. 
 

Year CPI-W 
Observed 

inflation % 
2006 199.2   
2007 203.7 0.022590361 
2008 216.304 0.061875307 
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2009 210.526 -0.0267124 
2010 213.898 0.016017024 
2011 222.686 0.041085003 
2012 225.568 0.01294199 
2013 230.084 0.02002057 
2014 234.525 0.019301646 
2015 233.806 -0.00306577 
2016 234.771 0.004127353 

 
Using Missouri’s current inflation-adjusted minimum wage rate and an assumed, constant 

1.68 percent increase in the CPI-W, the minimum wage in Missouri will be as follows: 
 

Year 

Estimated 
Minimum 

Wage 

2016 
$7.65 

(observed) 

2017 
$7.70 

(observed) 
2018 $7.85 
2019 $8.00 
2020 $8.15 
2021 $8.30 
2022 $8.45 
2023 $8.60 
2024 $8.75 
2025 $8.90 
2026 $9.05 
2027 $9.20 

 
 

b) Calculating job loss attributable to increased minimum wage 
 

At least one outside economist, James Sherk, has already provided an estimate for job 
loss in Missouri based on a $15 minimum wage. Mr. Sherk calculated the effect of a $15 
minimum wage implemented in 2021. Mr. Sherk’s figures accounted for inflation by estimating 
the present value of $15.00 in 2021, rather than estimating an absolute figure for wage inflation 
in Missouri. Mr. Sherk calculated the present value of $15.00 in 2021 to be $13.57, per hour, 
based on wage inflation of 1.68 percent. Mr. Sherk evaluated the change from $7.65 per hour to 
$13.57 per hour (a 77.39% increase), exclusive of agricultural workers. Cumulatively, Mr. Sherk 
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calculated this 77.39 percent increase in wages to reduce employment in the affected workforce 
by (0.7739*0.677) 52.39%. 
 

Mr. Sherk calculated that approximately 40.9% of Missouri’s Wage and Salary Workers 
would be affected by such a $15 minimum wage. Mr. Sherk’s calculations reveal that a $15 
minimum wage in 2021 would be expected to reduce the number of full-time equivalent jobs in 
Missouri by approximately 218,000. Based on CPS–ORG data, these figures reveal an affected 
workforce of approximately 416,086 workers impacted by a $15 minimum wage increase in 
2021. 
 
 However, in 2014, Dr. Macpherson found, using more conservative, national-level 
Congressional Budget Office data, that an increase to a $10.10 minimum wage, effective 
January 1, 2015, would eliminate about 15,700 jobs in Missouri. Dr. Macpherson analyzed the 
effect of a Missouri $10.10 minimum wage using a model suitable to a national analysis. This 
analysis predicted a loss of 15,700 Missouri jobs based on a wage increase from $7.50 in 2014 to 
$10.10 in 2015 (a 34.67% increase). 
 
 On the whole, the analysis by Mr. Sherk is more instructive here, since it anticipates a 
state level change to $15.00. The most accurate way to determine the estimate of Workers 
Affected would be to analyze the CPS–ORG data. However, without such data readily available 
in the time constraints imposed by the fiscal note process, it is reasonable for estimation purposes 
to assume Mr. Sherk’s figures are evenly distributed. Assuming that worker data follows an 
equal distribution, the Initiative Petitions would be expected to result in the following job losses: 
 

Year of final 
prescribed 

wage increase 

Wage 
without 

IP 

Wage 
mandated 

by IP 
Percentage 

increase 

Percentage of 
affected 

workers who 
lose jobs 

(Percentage 
Increase x 

0.677 
Elasticity) 

Estimate 
of 

Workers 
Affected 

Estimate of 
Missouri 
Workers 

Unemployed 
by Initiative 

2022 $8.45 $12.00 42.01% 28.44% 225,876 64,244 
2023 $8.60 $13.00 51.16% 34.64% 275,076 95,279 
2024 $8.75 $14.00 60.00% 40.62% 322,589 131,036 
2026 $9.05 $15.00 65.75% 44.51% 353,481 157,334 
2027 $9.20 $15.00 63.04% 42.68% 338,952 144,666 

 
c) The best estimate for a price elasticity of demand for low-skilled labor is -0.677. 

 
 As noted by Mr. Sherk, starting wages of $15.00 per hour mean that full-time employee 
must create at least $38,700 a year in value for his or her employer (including wages, employer 
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payroll taxes, and mandatory healthcare benefits). High minimum wages and mandatory benefit 
costs make it much harder for less-experienced and less-skilled workers to find jobs, particularly 
full-time work.  
 

Recent labor economics scholarship has revealed that, accounting for publication bias, a 
state-specific elasticity of demand for less-skilled workers is, on average, approximately -0.677, 
though some estimates are even higher, around -1.0.1 “[E]conomists have extensively studied 
how businesses respond to higher wages overall, not just minimum-wage increases. On average 
these studies find a 10 percent increase in labor costs causes firms to reduce employment of less-
skilled workers by 6.8 percent in the long run.”2 

 
While these elasticity estimates are substantial in absolute terms, there is reason to 

believe that such estimates might still understate the impact of a Missouri state-specific effort to 
increase the minimum wage. This is so for several reasons. First, traditionally, labor economists 
view labor as a reasonably difficult input to substitute; however, Missouri businesses have 
readily available options. There are relatively few barriers to doing business in Missouri’s border 
states, and businesses can easily relocate across a state line to take advantage of more favorable 
wage (and tax laws). Additionally, substantially raising the cost for Missouri labor, relative to 
labor sources in other states and other countries, is likely to force many manufacturing jobs in 
Missouri to disappear entirely. Automation is also a significant risk. The substitution of labor is 
becoming increasingly easy due to technology advancements and the “sharing” economy, where 
fewer individuals are “employees” covered by the minimum wage. Finally, a labor “price shock” 
may result in significant decreases in the demand for goods and services. People make 
behavioral changes to avoid higher costs, including eating out less often and generally decreasing 
consumption (or shifting their activities to consumption involving comparatively low amounts of 
labor) wherever possible. 
 

d) Unemployment Benefit Costs 
 

We derived an average unemployment payout by calculating the expected weekly 
unemployment benefit amount. Based on current data, the expected unemployment weekly 
benefit amount of a worker making $7.65 an hour, on a 40 hour workweek, is $159.30 per week, 

                                                 
1 Sherk, James, “How $15-per-Hour Minimum Starting Wages Would Affect Each State,” The Heritage 
Foundation, http://report.heritage.org/ib4601. 

2 “The coefficients on these estimates imply an elasticity of –0.677 for a study published in 2012 
(the most recent year in their data) of long-run unconditional labor demand for low-skilled labor in the 
U.S., estimated using industry-level administrative panel data and a structural form model.” “Estimates 
that do not account for publication bias tend to slow a long-run elasticity closer to –1.0. See, for example, 
George Borjas, Labor Economics, 6th ed. (Columbus, OH: McGraw-Hill, 2013), Chapter 4: ‘The 
evidence also suggests that the estimates of the long-run labor demand elasticity cluster around –1, so the 
long-run labor demand curve is indeed more elastic than the short-run curve.’ ” Sherk, available at 
http://report.heritage.org/ib4601. 
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for 20 weeks.3 The expected unemployment weekly benefit amount of a worker making $11.99 
an hour is $249.39 per week. The expected unemployment weekly benefit amount of a worker 
making $12.99 an hour is $270.19 per week. The expected unemployment weekly benefit 
amount of a worker making $13.99 an hour is $290.99 per week. The expected unemployment 
weekly benefit amount of a worker making $14.99 an hour is $311.79 per week. We assume that 
workers will seek unemployment insurance for the full twenty weeks authorized under Missouri 
law, because unemployment attributable to an increase in the minimum wage is structural. In this 
case, structural unemployment occurs because workers’ job skills do not meet the established 
“price floor” of labor, rendering the worker’s skills unmarketable. Assuming an even distribution 
of workers affected, the average unemployment benefit cost to the state for a worker is calculated 
as follows: 

 
• For Initiative Petitions 2018-073 through 2018-078, [($159.30+$311.79)/2]*20 = 

$4,710.90 
• For Initiative Petitions 2018-079 through 2018-080, [($159.30+$290.99)/2]*20 = 

$4,502.90 
• For Initiative Petitions 2018-081 through 2018-082, [($159.30+$270.19)/2]*20 = 

$4,294.90  
• For Initiative Petitions 2018-083 through 2018-084, [($159.30+$249.39)/2]*20 = 

$4,086.90 
 
Consistent with Dr. Macpherson’s 2012 report, it would be reasonable for the Auditor to assume 
that 35% of unemployed workers will receive unemployment benefits. Combining these numbers 
leads to the following estimates: 
 

Year of 
final 

prescribed 
wage 

increase 

Estimate of 
Missouri 
Workers 

Unemployed 
by Initiative 

Estimated 
Unemployment 

Amount Per 
Worker 

Estimated Total 
Unemployment 
Benefits Paid 

Average Cost 
of Annual 

Unemployment 
Benefits Paid 

by State 

2022 ($12) 64,244 $4,086.90 $91,895,081.93 $22,973,770.48 

2023 ($13) 95,279 $4,294.90 $143,224,223.60 $28,644,844.72 

                                                 
3 https://labor.mo.gov/DES/Claims/calculator. A 2015 law decreased the unemployment benefit period 
from 20 weeks to 13 weeks, but the Supreme Court of Missouri struck down the law in July 2016. 
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2024 ($14) 131,036 $4,502.90 $206,514,130.35 $34,419,021.73 

2026 ($15) 157,334 $4,710.90 $259,415,324.82 $32,426,915.60 
2027 ($15) 144,666 $4,710.90 $238,527,470.79 $26,503,052.31 

 
3. Impact on State Income Tax Revenue 

 
 The 2012 analysis prepared by Dr. Macpherson may also be used as a reference in 
calculating the effect of the initiative petitions on state income tax revenue. Here, again, it is 
reasonable to assume that our “affected workers” are evenly distributed, though precise CPS–
ORG data would also provide a reliable estimate. Here, the increased income tax revenue is the 
additional income tax paid by workers whose wages increase. There is a loss of revenue, 
however, in the form of decreased income tax paid by workers whose wages decrease and 
businesses who absorb the increased cost of labor, rather than passing it along to customers. 
 
For the purposes of these estimates, we assume that workers work 40 hours a week and 52 weeks 
per year: 
 

Year of 
final 

prescribed 
wage 

increase 

Estimate 
of 

Workers 
Affected 

Estimate of 
Missouri 
Workers 

Unemployed 
by IP 

Estimate of 
Missouri 

Workers with 
Increased 

Wages 

Annual Increase in 
Wages Paid to 

Workers who get 
Wage Increase in 

Final Year 

Annual 
Decrease in 

Wages Paid to 
Workers now 
Unemployed 

2022 
($12) 225,876 64,244 161,632 $596,746,272.84 $237,187,559.20 
2023 
($13) 275,076 95,279 179,797 $822,752,260.32 $336,905,136.41 
2024 
($14) 322,589 131,036 191,553 $1,045,881,167.64 $442,900,455.01 
2026 
($15) 353,481 157,334 196,147 $1,213,758,000.24 $482,701,950.51 
2027 
($15) 338,952 144,666 194,286 $1,171,933,152.00 $421,267,392.00 

 
These net wage increases will lead to corresponding increases in state income tax 

collections. Traditionally, it has been assumed that about 50% of affected workers will pay 6% 
income tax, while the other 50% of workers pay no state income tax. This assumption may be 
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less accurate at the higher wage increases contemplated by the Initiative Petitions. Accordingly, 
figures are also displayed assuming that about 75% of affected workers will pay 6% income tax, 
while the other 25% of workers pay no state income tax. 
 

Annual Net 
Increase in 
Wages Paid To 
Workers 

Annual Income 
Tax Increase 
from Wage 
Increase (50% 
pay tax) 

Annual Income 
Tax Increase 
from Wage 

Increase (75% 
pay tax) 

$359,558,713.64 $10,786,761.41 $16,180,142.11 
$485,847,123.91 $14,575,413.72 $21,863,120.58 
$602,980,712.63 $18,089,421.38 $27,134,132.07 
$731,056,049.73 $21,931,681.49 $32,897,522.24 
$750,665,760.00 $22,519,972.80 $33,779,959.20 

 
Based on these figures, Missouri businesses must also decide whether to pass along any increase 
in wage costs (wages and mandatory payments).4  
 

Year of final 
prescribed 

wage increase 

Annual Cost to 
Business from 

Increased Wage in 
Final Year of 

Increase 

Annual 
Decreased 
Corporate 
Income Tax if 
cost is fully 
absorbed 

Annual 
Decreased 
Corporate 
Income Tax if 
cost is 50% 
absorbed 

2022 ($12) $642,397,362.71 $40,149,835.17 $20,074,917.58 
2023 ($13) $885,692,808.24 $55,355,800.51 $27,677,900.26 
2024 ($14) $1,125,891,076.96 $70,368,192.31 $35,184,096.16 
2026 ($15) $1,306,610,487.26 $81,663,155.45 $40,831,577.73 
2027 ($15) $1,261,586,038.13 $78,849,127.38 $39,424,563.69 

 
Assuming businesses absorb half of the cost of increased wages, and 75 percent of affected 
workers pay the new, higher taxes, the effect on state income tax collections is estimated to be: 
 

                                                 
4 A healthcare benefit cost estimate is not available based on the time limitations imposed by this fiscal 
note. 
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Year of 
final 

prescribed 
wage 

increase 

Annual Net 
Income Tax 
Revenue Loss 

2022 
($12) ($3,894,775.47) 

2023 
($13) ($5,814,779.68) 

2024 
($14) ($8,049,964.09) 

2026 
($15) ($7,934,055.49) 

2027 
($15) ($5,644,604.49) 

 
4. Sales tax revenue gain or loss 

 
 Projecting any increase in sales tax revenue resulting from an increased minimum wage 
would require the auditor’s office to conclude, based on data separate and apart from the sheer 
conjecture typically offered by political activist groups: (1) the net effect on consumer disposable 
income and (2) the percentage of a consumer’s disposable income that is spent on goods subject 
to the sales tax, taking into consideration that the scope of Missouri’s sales tax has been 
truncated by a voter-approved constitutional amendment from November 2016. 
 

Typically, the Auditor’s office multiplies the total increase in worker earnings (which 
should be adjusted for employment reductions) and multiplies the result by 25 percent, then 
multiplying that figure by the Missouri the population weighted combined average state and 
local sales tax in Missouri, 7.81%.5 Based on this estimate, the population-weighted combined 
average local sales tax is 3.585%. 
 

However, it would be deceptive to fail to account for sales tax losses from workers whose 
wages are eliminated or sales tax losses from reduced business profits (attributable to the higher 
wages paid), which will lower spending by business owners. The first figure is calculable by 
determining the total annual wages (adjusted for employment deductions) for all workers who 
lose jobs due to a minimum wage hike, multiplied by 25 percent. The second number is 

                                                 
5 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST--2015.png.  
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calculable by multiplying the total increase in worker earnings (multiplied by 1.0765 to account 
for Social Security and Medicare taxes) by approximately 15 percent.6 
 

Year of 
final 

prescribed 
wage 

increase 

Annual Net 
Increase in 
Wages Paid 
To Workers 

New Wages 
Spent on 
Sales Tax 

Items 

Annual Cost to 
Business from 

Increased 
Wage 

Annual 
Business 

Income No 
Longer 

Included in 
Sales Tax Base 
(50% passed-

through) 
2022 
($12) $359,558,714  $89,889,678  $642,397,363  ($96,359,604) 
2023 
($13) $485,847,124 $121,461,781 $885,692,808  ($132,853,921) 
2024 
($14) $602,980,713 $150,745,178 $1,125,891,077  ($168,883,662) 
2025 
($15) $731,056,050 $182,764,012 $1,306,610,487 ($195,991,573)  
2026 
($15) $750,665,760 $187,666,440 $1,261,586,038 ($189,237,906) 

 
Accordingly, the annual net losses in sales tax revenue, and total tax losses are as follows: 
 

Year of final 
prescribed 

wage 
increase 

Annual Net 
Income Tax 

Revenue Loss 

Annual Net 
Loss in State 

Sales Tax 

Total Annual 
Loss in State 
Tax Revenue 

Annual Net 
Loss in Local 

Sales Tax 
2022 ($12) ($3,894,775.47) ($273,354.37) ($4,168,129.84) ($231,946.85) 
2023 ($13) ($5,814,779.68) ($481,317.93) ($6,296,097.61) ($408,408.23) 
2024 ($14) ($8,049,964.09) ($766,350.92) ($8,816,315.01) ($650,264.63) 
2026 ($15) ($7,934,055.49) ($558,864.44) ($8,492,919.93) ($474,208.05) 
2027 ($15) ($5,644,604.49) ($66,394.43) ($5,710,998.92) ($56,337.05) 

 
 
 
 
 
                                                 
6 This estimate would also need to be adjusted to reflect certain employers’ mandate under the Affordable 
Care Act to provide healthcare coverage and pay 60 percent of such coverage. 
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5. Damage to small business 
 

Additionally, any proponent or opponent fiscal note submission is required, pursuant to 
Missouri law, to state the impact of the initiative on small businesses. According to analysis by 
the Employment Policies Institute, 40 percent of the minimum wage workforce is employed at 
businesses with fewer than 50 employees. 7 The impact on extra costs to small business may be 
more significant than even this 40% figure suggests. Small businesses are more easily shut down 
by input price increases than large businesses, which have greater access to capital to weather the 
storm. Clearly, small businesses that do not shut down due to increases in the minimum wage 
will pay higher costs, estimated at about 40% of business’ total increased costs, described above. 
 
 

Conclusion 
 
 In conclusion, the State Auditor should attempt to quantify the increased cost to be borne 
by state and local government entities through increased contracting costs as a result of an 
increase to the minimum wage. This direct cost is outlined in Section 1.  
 

Indirect costs are outlined in Sections 2 through 5, and show a net loss. Although such 
second-order effects more difficult to predict, a net loss is easily the most likely outcome. 
Significantly, this result is only obtainable if the Auditor reviews both the “credit” and “debit” 
sides of the transfer of wealth from businesses to workers. The Auditor should refrain from 
taking the proponents’ likely invitation to consider and present only the “credit,” side, and should 
attempt to provide a complete picture of all effects of a minimum wage increase, including the 
loss of revenue to state and local governments from individuals who lose employment. Only 
conveying (or quantifying) the potential for gain, without fairly conveying the likelihood of net 
loss, would be deceptive and unfair.  

 
Should you desire further detail or have any questions about this fiscal impact statement, 

please do not hesitate to contact me. 
 

Sincerely, 

 
Edward D. Greim 
Partner, Graves Garrett, LLC 
 

 

                                                 
7 https://www.epionline.org/oped/who-really-employs-minimum-wage-workers/ 
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ABOUT THE MISSOURI RESTAURANT 
ASSOCIATION

David A. Macpherson is the E.M. Stevens Professor of Economics at Trinity University.  He received 
undergraduate and doctoral degrees in economics from Pennsylvania State University.

Dr. Macpherson has published over 60 articles in leading economics and real estate journals 
including Review of Economics and Statistics, Industrial and Labor Relations Review, Journal of 
Labor Economics, Journal of Human Resources, and Journal of Real Estate Economics and Finance.  
His research has been funded by a variety of entities including the National Science Foundation, 
Florida Legislature, and the National Association of Realtors.  He is co-author of the undergraduate 
labor economics text, Contemporary Labor Economics, as well as the principles of economics text, 
Economics: Private and Public Choice. He is included in Who’s Who in Economics, Fourth Edition, 
which includes the 1,200 most frequently cited economists.

With origins dating back to 1916, the Missouri Restaurant Association (MRA) is a statewide trade association 
representing over 1,500 member establishments. The association’s membership is diverse, and includes full 
service, fast casual, and quick service restaurants, cafeterias, hotels, schools, institutions, contract feeders, 
and ancillary foodservice providers such as theme parks. The association has been successful in securing 
support from virtually every segment of the foodservice and hospitality industry.   

MRA includes seven chapters as extensions of the parent organization, each with its own Officers, Board 
of Directors, and limited budget. The association is governed by a Board of Directors comprised of five 
Officers, 33 Directors, and each President of the seven affiliated chapters.

MRA is dedicated to serving the needs of the foodservice and hospitality industry, enhancing and 
improving its growth and development, assisting and educating its members in operating more effectively, 
improving the political and social environment in which the industry conducts business, for the benefit of 
its members, patrons, employees, and the well-being of the community.
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EXECUTIVE SUMMARY

Missouri’s minimum wage of $7.50 is linked 
to rise in most years with the inflation rate. 
But some state legislators and labor unions 
would like to raise that figure even higher. For 
instance, a recent labor union-organized bus 
tour in the state promoted a $10.10 minimum 
wage in St. Louis. 

Proponents have enthusiastically pointed to the 
benefits of the $10.10 policy. But there’s been 
far less discussion of the costs involved with 
a $10.10-an-hour minimum wage—both the 
cost on employment, and the cost to taxpayers.

In this study, labor economist David 
Macpherson of Trinity University uses 
Census Bureau data to estimate the impact 
on Missouri’s labor market and budget from 
raising the minimum wage to $10.10 an hour. 
He also provides separate results for the St. 
Louis metropolitan area.  

Dr. Macpherson’s employment estimates follow 
the methodology used by the nonpartisan 
Congressional Budget Office in its report 
earlier this year estimating the impact of a 
$10.10 minimum wage nationwide, which in 
turn relied on 60 different empirical studies to 
formulate its estimates. 

Statewide, he finds that over 15,000 jobs would 
be lost at the $10.10 wage level—with 9,300 of 
those jobs being held by women. In the St. Louis 
metropolitan area, approximately 4,800 jobs 
would be lost from a $10.10 minimum wage. 

The cost to taxpayers would be significant: 
There are approximately 40,000 state and local 
employees whose wages would be affected by 
the $10.10 increase in Missouri, for a combined 
cost to taxpayers of $87 million annually. 

Raising wages is an admirable goal, but the 
evidence suggests that accomplishing this goal 
with a blunt wage mandate could do more 
harm than good. 
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The minimum wage is one of the most hotly-debated topics 
in the political world. Some legislators claim that a higher 
base wage will stimulate the economy; others claim that it 
will reduce jobs when affected employers can’t offset the 
higher costs through higher prices. 

Economists, who have studied the issue since the late 1940s, 
tend to take a skeptical view of minimum wage increases. 
Since the early 1990s, for instance, roughly 85 percent of the 
most credible research on the minimum wage points to job 
loss for less-skilled groups. The nonpartisan Congressional 
Budget Office (CBO), in an evaluation of President Obama’s 
proposed $10.10 minimum wage increase, reviewed 60 
different studies and concluded that the policy would 
eliminate 500,000 jobs if enacted. 

The estimates that follow, of the employment impact of a 
higher minimum wage on Missouri’s labor market, were 
performed by Dr. David Macpherson of Trinity University. 
Dr. Macpherson followed closely the methodology used by 
the CBO in its 2014 report. Dr. Macpherson also estimates 
the taxpayer costs of a higher minimum wage, as many state 
and local public employees will see their earnings increase 
when the minimum wage rises. 

Dr. Macpherson’s methodology is presented in detail in a 
technical appendix.

Estimated Employment Effects of a $10.10 
Minimum Wage in Missouri

Statewide, Dr. Macpherson finds that increasing the 
minimum wage to $10.10 would eliminate over 15,000 jobs—
approximately 60 percent of which are jobs held by women. The 
bulk of the job losses would be concentrated among individuals 
with a high school degree or less, and among people who work 
in the retail or leisure & hospitality industries. 

(Note: Totals have slight discrepancies due to rounding.) 

RESULTS

Estimates by Gender
Job Losses

Male 6,311
Female 9,364
TOTAL 15,705

Estimates by Age

Age  Job Loss
<=21 9,237

22-25 1,532

26-30 1,023

31-40 1,175

41-50 980

51 + 1,759

Estimates by Race

Race  Job Loss
White 13,299

Black or Other Race 2,406
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RESULTS CONTINUED

Top Three Industries Affected
Industry  Job Loss

Retail Trade 3,835

Arts, Entertainment, Recreation, 
Accommodations, and Food Services

6,039

Healthcare 1,199

Impact on St. Louis Metro Area of a $10.10 Minimum Wage

Gender Job Loss
Male 2,033

Female 2,767

TOTAL 4,800

Race  Job Loss
White 3,641

Black or Other Race 1,158

Education  Job Loss
High School Grad or Less 3,097

Some College, Undergrad or Graduate Degree 1,703

City-Specific Minimum Wage Employment Impacts

The city of St. Louis has been the subject of a number of protests calling for a higher minimum wage. Dr. Macpherson analyzed the 
employment impact of a $10.10 minimum wage in the St. Louis metropolitan area, providing breakouts by gender and education where 
the data permits. He estimates that the wage hike would eliminate approximately 5,000 jobs—just over half of which would be jobs held 
by women. 

Estimates by Education

Education  Job Loss
Less than High School 5,555

High School Grad, No College 4,921

Some College 4,428

Undergrad or Graduate Degree 802
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Missouri Taxpayer Costs of a $10.10 Minimum Wage

Dr. Macpherson estimates that approximately forty thousand state & local public employees would be affected by a minimum wage 
increase to $10.10 an hour. These additional wage costs translate to new costs for state and local taxpayers. Following the methodology 
described in detail in the technical appendix, Dr. Macpherson estimates both the straight wage cost of a $10.10 minimum wage, as 
well as the total compensation cost with Social Security, Medicare, workers compensation, and unemployment insurance included. 
Statewide, taxpayers would shoulder an additional $87 million in costs if the base wage was increased to $10.10 an hour and public 
employees were covered by the new wage.

Note: Annual compensation costs include the cost of worker’s compensation, FICA, and unemployment insurance benefits. 

Missouri Taxpayer Costs of a $10.10 Minimum Wage

# of State & Local Workers 304,588

# Affected By $10.10 MW 40,103

Annual Wage Cost $79,629,374

Annual Compensation Cost $87,004,355

RESULTS CONTINUED
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TECHNICAL APPENDIX

Estimating Employment Loss and the Cost to State and Local 
Government of an Increase in the Minimum Wage 

Dr. David Macpherson 
E.M. Stevens Professor of Economics
Trinity University

This paper describes how we estimate the employment loss and the cost to state and local governments of a proposed increase in the 
minimum wage effective on January 1, 2015.

Data and Sample

First, we use data from the Current Population Survey (CPS) 
Outgoing Rotation Groups (ORG) from January 2011 through 
December 2013.  For each worker in the sample, we calculate 
their wage rate.  We also adjust the wage rate to reflect a forecast 
of wages in 2015. This is done in two steps. First, based on 
legislation enacted as of April 2014, we estimate the minimum 
wage that would be in effect in January 2015 for each state and 
city that we consider. If a state or city has an indexed minimum 
wage, we increase the January 2014 state or city minimum wage 
by the Congressional Budget Office (CBO) inflation forecast for 
2014 of 1.7%.  

Since we use data from 2011 through 2013, we also follow 
the CBO approach for forecasting what the wage distribution 
would be in 2015. This is done in two steps. First, we adjust 
wages observed prior to 2013 to reflect 2013 minimum wage 
legislation. For example, if the minimum wage in a state was 
$7.25 in 2011 and grew to $8.00 by 2013, anyone who earned 
between $7.25 and $8.00 in 2011 would have their wage 
increased to $8.00. After wages are adjusted to 2013 levels, 
we assume that all wages grow by 2.9% in 2014. Using the 
resulting 2015 distribution of wages, we adjust for minimum 
wage legislation that would increase the minimum between 
2013 and 2015. Anyone earning a wage between the 2013 and 
2015 minimum wage is assigned a wage matching the 2015 
minimum wage.    

After generating the forecast 2015 distribution of wages 
reflecting wage growth and existing minimum wage legislation, 
we identify workers who would be affected by additional 
changes to the 2015 minimum wage as those with wages 
between the predicted minimum wage legislated for 2015 (or 
up to $.25 below it)  and the proposed minimum.  

To estimate the number of affected workers, we take two steps.   
First, for each state, we estimate the number of affected workers 
for 2013. Second, we adjust the weights in the 2011 and 2012 
data so that the state-specific number of affected workers 
implied by the 2011 and 2012 data matches that for 2013. This 
adjustment is designed to correct for the changing economic 
climate as the economy recovers from the great recession and 
to generate estimates that are as close as possible to the most 
recent data (2013). After we adjust the 2011 and 2012 weights, 
we estimate the number of affected workers by summing their 
earnings weights and dividing the total by 36 (the number of 
months of data).  

1 Also, following CBO, anyone earning up to $.25 less than the 2011 minimum wage would have their wage increased by the amount that the minimum wage    
  increased (i.e. a $7.00 wage would be increased to $7.75 in this example).  This approach is used to adjust for the fact that many workers round their answers   
  when asked about their wage.  
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TECHINCAL APPENDIX CONTINUED

Employment Loss

To estimate employment loss, for each affected worker we 
compute:

L = e *(Proposed Min Wage /Min Wage 2015 – 1)

where e is an assumed elasticity of employment with respect to 
changes in the minimum wage, Min Wage 2015 is the minimum 
wage currently legislated for 2015, and  Proposed Min Wage is 
the minimum wage that is being proposed for 2015. Thus, for 
example, if  a worker is projected to earn the federal minimum 
of $7.25 in 2015, the expected reduction in employment 
resulting from a $10.10 minimum wage in 2015  if e=.45 
is  .45*(10.10/7.25 – 1) = .18. That is, for every 100 workers 
currently earning the federal minimum, the expectation is that 
18 would lose a job if the minimum wage elasticity is .45.      

To estimate the aggregate employment loss in the economy, we 
use earnings weights to sum L across workers. We also follow 
the Congressional Budget Office (2014)  and use an elasticity of  
0.15 for non-teenagers and 0.45 for teenagers.   

Cost to State and Local Government

We use the same data to estimate the cost to state and local 
government of a proposed minimum wage hike. We apply 
the same definition of affected workers described above and 
estimate the number of  state and local government workers 
affected by a minimum wage hike. We do not, however, assume 
that there is any job loss for state and local workers as we do not 
have an appropriate elasticity estimate specific to state and local 
workers. To the extent that state or local governments reduce 
hours or employment in response tothe minimum wage hike, 
our estimate of the cost of the hike would be overstated.

To estimate the increase in annual payroll cost resulting from 
an increase in the minimum wage, we estimate the increase in 
annual cost for each worker as:  

(Proposed Min Wage-Min Wage 2015)*weekly hours*52

We then multiply the increase in annual cost by the earnings 
weight for each worker and sum across workers. Since an 
increase in wages also requires increased employer contributions 
for Social Security, Medicare, workers’ compensation and 
unemployment insurance, we apply an estimate of the payroll 
tax rate for these mandatory programs to calculate the 
additional cost for these programs.      
 
For each state and city considered, we provide tables 
summarizing the number of affected workers, employment 
loss, and the  distribution of employment loss by sex, education, 
race, age and industry. Given that we use three years of data, 
a rule of thumb for minimum sample size required to achieve 
a reasonably accurate estimate of the employment loss is to 
require at least 30,000 people be in the relevant category. For 
example, if there are fewer than 30,000 people projected to be 
in a particular industry category,  the Bureau of Labor Statistics 
would not report the estimate due to a lack of reliability based 
on the variance of the estimate relative to its mean.  

In addition to the estimate of employment loss, for each state 
or city considered, we estimate the number of state and local 
workers that would be affected by the minimum wage hike and 
the total annual cost to government in terms of wages and total 
compensation. As with the employment estimates, we advise 
caution in interpreting estimates that are based on fewer than 
30,000 affected workers.

3 Congressional Budget Office, “The Effects of a Minimum-Wage Increase on Employment and Family Income,” February 2014.
4 For workers paid by the hour the reported hourly wage was used. For workers who are not paid by the hour, we calculate the hourly wage by dividing usual   
  weekly earnings by usual weekly hours. Overtime pay was calculated as time and one-half for hours above 40 hours for hourly workers.
5 The assumed payroll tax for Medicare and Social Security is 7.65 percent. To estimate the payroll tax for workers’ compensation and unemployment insurance,  
  we use unpublished data from the 2010 Employer Cost of Employee Compensation database for state and local workers in the relevant region in 2010.



The State Auditor's office did not receive a response from the Department of 
Elementary and Secondary Education, Adair County, Boone County, Callaway 
County, Cass County, Clay County, Cole County, Jackson County, Jasper County, 
St. Charles County, St. Louis County, Taney County, the City of Cape Girardeau, 
the City of Columbia, the City of Jefferson, the City of Joplin, the City of Kirksville, 
the City of Mexico, the City of St. Joseph, the City of St. Louis, the City of 
Springfield, the City of Union, the City of Wentzville, the City of West Plains, Cape 
Girardeau 63 School District, Hannibal 60 School District, State Technical College 
of Missouri, Metropolitan Community College, and St. Louis Community College, 
Harris-Stowe State University, Lincoln University,. Northwest Missouri State 
University, Southeast Missouri State University, and Truman State University. 

 
Fiscal Note Summary 

 
State and local governments estimate no direct costs or savings from the proposal, but 
operating costs could increase by an unknown annual amount that could be significant. 
State and local government tax revenue could change by an unknown annual amount 
ranging from a $9.5 million decrease to a $343 million increase depending on business 
decisions. 
 
 
 
 
 




