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Increasing the Minimum Wage Based on the Cost of Living
The minimum wage topic has been a hot debate in the USA for decades. What are the true and conclusive effects of increasing the minimum wage? In a 2006 review, Neumark and Wascher insisted that increasing the minimum wage in a monopsony market would increase the unemployment rates of individuals who are less skilled as higher minimum wages would lower the incentives of small employers to employ less skilled individuals(Schmitt, 2015). Historically, higher minimum wages have a negligible effect on the unemployment rates and are crucial in the face of high costs of living.
How can small businesses deal with legally enforced minimum wages? Of course, the first option would be reducing their workforce to cut down on costs and increase profits. However, this would cause a hostile work environment that could lower employee morale and affect the output of the business. Instead, successful businesses adopt the following strategies;
1. Reduce the Number of Working Hours
It is an efficient way to reduce the costs of running the business in the face of increased minimum wages. For example, if an employer cuts down the working hours of employees from ten hours a day to eight hours a day, the employee would cumulatively earn more per hour. They would also have more time to outsource for other high-paying jobs. All at little to no cost to the employer. Moreover, with the higher pays, the employees would be more equipped to deal with the rising cost of living.
2. Improve the Organization and Productivity of the Business
Skilled employers understand the importance of business efficiency. Higher employee expectations, on-time deliveries, and improved customer services could translate to more sales and offset the effects of minimum wages to ensure a low employee turnover while also raising their living standards.
3. Increasing the Price of Goods
In theory, economists argue that increasing the minimum wages would cause businesses to increase the prices of goods and services to share the burden with the consumers. A study on the effect of increased minimum wages on the costs of goods was conducted by researchers from the W.E Upjohn Institute for Employment Research from 1978 to 2015. They deduced that a 5-15% increase in the minimum wage did not increase prices (Hayes, 2021). A higher increase would cause a hike in prices only in the month the minimum wage is adopted. Even though inflation could be a result of increased minimum wages, it is negligible and for the benefit of the economy.
4. Lower Turnover
There are two sets of actions profitable to employers; lower wages and a higher turnover or higher wages and lower turnover. Employers could choose either. They are inclined to choose the latter due to the legalized wage. The Center for American Progress conducted an analysis showing that replacing a low-wage employee could cost approximately 16% of the worker’s annual salary. Imagine replacing ten employees that resigned due to low wages. A higher minimum wage could be a blessing to employers, it results in lower employee turnover and cuts down recruiting and training costs for new employees.
In conclusion, although some studies show that increases in the minimum wage willķ increase unemployment rates and hasten inflation, there is conclusive evidence to show that this can be avoided through effective tactics by small businesses to increase their sales. Moreover, the benefits of this move outweigh the drawbacks. Indeed, the proof is in the pudding. It is imperative that we all support increases in the minimum wage of workers in the low-income bracket. 
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