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Consequences of the Proposal

The proposal on increasing the federal minimum wage is one of the most controversial topics today. Proponents of the proposal argue that increasing the minimum wage levels would help to increase the living standards of the lowest wage earners by increasing their disposable incomes. Such a rise in disposable income may help to reduce the poverty levels of such individuals and their families. Approximately 17 million workers who are currently earning less than $15 per hour will earn more while the policy will also force employers to increase the payment for 10 million employees (CBO, 2019). Arguably, increasing the wage level for 27 million Americans will increase their disposable incomes thereby raise the living standards of their families due to increased consumption. 

However, doubling the minimum wage is also likely to shift the equilibrium point on labor for businesses that are currently paying $7.25 per hour. As a result, some small businesses may have to lay off their least productive employees as it would no longer be sustainable to pay them at the higher rate. Congressional Budget Office predicts that almost 3 million employees could lose their positions as a direct result of the proposal (CBO, 2019). In addition, low skilled employees may have to wait longer before finding other opportunities due to the increased pressure on small businesses to employ the most productive employees.
Winners

Low Skilled Workers 


The most likely winner from the proposal are the millions of low skilled workers and employees who work entry level positions in various firms who will retain their position when the legislation takes effect. The proposal would guarantee them a higher wage level that has the potential to change the living standards of their families. Although the low wage earners would lose part of the additional earnings to taxation, they would still enjoy an increment in their daily and monthly income. 
Federal Government


The federal government may also partly benefit from the increased taxation of low income earners who will be required to pay more given the rise in their taxable income. Ideally, the rise in income of low skilled employees will have a trickle-down effect on the economy due to their increased consumption. However, the benefit to the federal government is contingent on minimal job losses. 
Losers

Low Skilled Workers 


There is a significant probability that some of the low skilled workers will lose their jobs as businesses focus on increasing their efficiency by employing more skilled workers and mechanizing most of their operations. As businesses seek to justify paying premium wage levels, they will only retain skilled employees whose value exceeds the high wage requirements. In addition, companies may cut their spending on training of low skilled employees given the increased payroll expenses. 
Small Businesses


Likewise, small businesses may not be able to sustain the higher wage levels. Labor is a major factor of production, and doubling the wages may have an adverse effect on small businesses, which operate on small margins. Some small businesses may have to scale down their operations or shut down given the rise in labor costs without a matching increase in revenues. 
Federal Government

The federal government may also lose given the high possibility of job losses, which will require the government’s intervention through unemployment support programs. Likewise, the expected job losses and closure of small businesses would have an adverse impact on the contribution of the sector to the overall GDP of the nation. 
Consumers


A rise in labor costs may force businesses to pass on these costs to their customers. Frequent consumers of some of the products produced in low wage businesses will have to bear with higher prices or poor services as firms seek to cope by reducing the number of employees. Consequently, it may become more expensive for consumers to purchase locally manufactured products given the rise in overall operational costs. 

In conclusion, there could be more losers than winners in the proposal to double the minimum wage requirement. Although entry level employees will gain from the proposal, some of them may lose their current positions. Rising unemployment will put more pressure on the government to create programs to help the unemployed. Likewise, some small business owners may not cope well with the increased operational costs and could be forced to shut down while consumers may have to pay more for goods and services. 
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