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A Higher Minimum Wage Works for Small Businesses 
 

Raising Oregon’s minimum wage to $15 per hour would give small businesses more of what 
they need most: customers with money. A higher minimum wage could boost small businesses’ 
bottom line by putting more money in the pockets of those who are most likely to spend it 
locally. Research shows that higher minimum wages have not deterred small business job 
growth. Research also shows that a higher minimum wage increases worker productivity — a 
benefit for employers, including small business owners. 

A higher minimum wage can help boost the bottom line for small businesses 

Small businesses need customers, something that a higher minimum wage can deliver. In 
surveys, small business owners cite “more customers” or “poor sales” as their primary concern.1 
A higher minimum wage puts more money in the pockets of low-wage workers, who pump it 
directly back in the local economy by purchasing groceries, clothes, school supplies for their 
kids and other items that small businesses sell. 
 
A minimum wage of $15 per hour would put more money in the pockets of hundreds of 
thousands of customers. An estimated 589,000 workers would see their wages rise if 
lawmakers raised the minimum wage to $15 by 2018.2 Some workers already earning above $15 
per hour would also see their wages rise. Over the three years that the increase would be phased 
in, lower-income workers as a group would gain about $3.2 billion in added wages.3  
 
A better-paid worker is a better customer for small businesses. The increased sales from those 
customers can help offset increased labor costs. 
 
Experience shows small businesses do fine with higher minimum wages 

  
 

Oregon’s experience shows 
that minimum wage increases 
do not hold back small 
business growth. 
 
Between 1988 and 2012, 
Oregon raised its minimum 
wage three times, not 
counting annual inflation 
adjustments that began in 
2004.4 Twice, the wage was 
phased in in three steps. 
Notably, the three-step 
increase enacted over two 
years starting in 1989 saw 
Oregon’s minimum wage rise 
by 42 percent.5  
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During that time, the small business sector showed mostly uninterrupted growth, with 
contractions seemingly tied to the business cycle, not to minimum wage increases. Indeed, 
following the 42 percent minimum wage increase fully phased in in 1991, small businesses 
experienced nearly a decade of uninterrupted growth both in terms of total number and 
number of jobs. Between 1988 and 2007, right before the start of the Great Recession, 
businesses with fewer than 20 employees grew by more than a third, as did jobs in those 
businesses.6 
 
Further evidence that a high minimum wage can go hand-in-hand with strong job growth can 
be found in the Paychex/IHS Small Business Job Index. On a monthly basis this index tracks 
the job growth of businesses with less than 50 workers in the nation’s 20 most populous states.7 
In 2014, Washington, the state with the nation’s highest minimum wage, topped the monthly 
list of small business job growth more often than any other state. 
 
Other research shows that a higher minimum wage does not hold back growth in the small 
business sector. Over a six-year period, the total number of small businesses grew faster in 
states where the minimum wage was above the federal minimum than in states where the 
federal minimum wage prevailed.8 The better performance associated with a higher minimum 
wage was also evident in the retail sector, a large employer of low-wage workers. The number of 
small retail businesses grew in states with a higher minimum wage, while it declined in states 
that used the lower federal minimum wage.9 
 
 
Small business jobs paying under $15 account for small share of all Oregon jobs 

  

 

 
There are about 1.9 million jobs 
in Oregon. How many of these 
are small business jobs that pay 
less than $15 per hour? 
Relatively few. 
 
Just how few, of course, depends 
on how one defines “small 
business.” There is no universal 
definition for the term “small 
business,” though a common 
definition is businesses that 
employ fewer than 50 people.10 
Under that definition, there are 
about 292,000 small business 
jobs in Oregon that pay less than 
$15 an hour. 11 That amounts to 
about 16 percent of all jobs in the 
state.  
 

  
 

16%

84%

All other Oregon jobs

Relatively few Oregon jobs are in small 
businesses paying under $15 per hour

(Share of all Oregon jobs)

Source: OCPP analysis of Oregon Employment Department data.

Oregon Center for Public Policy | www.ocpp.org

Small 
business 

jobs paying 
under $15 
per hour



A Higher Minimum Wage Works for Small Businesses  

 

April 8, 2015 3 

   

 
Most workers who would receive a wage increase work at larger businesses 
 

 

Of all jobs in the state paying under 
$15 per hour, what share 
corresponds to larger businesses? 
The answer is the majority of such 
jobs (62 percent), assuming that 
small businesses are those with less 
than 50 employees.  
 
Therefore, most workers who would 
see a wage increase as a result of a 
$15 per hour minimum wage in 
Oregon work at a larger business. 
 
Even when considering only 
businesses with 100 employees or 
more, this narrower group of 
businesses still account for a 
majority (52 percent) of all Oregon 
jobs paying under $15 per hour. 
 
 

  
Employers Experience Productivity Gains from a Higher Minimum Wage  

Researchers have found that a higher minimum wage yields savings to employers in the form of 
higher productivity and other efficiencies. A recent report summarized some of the research 
findings as follows:  
  

 “Higher wages motivate employees to work harder.” 
 “Higher wages attract more capable and productive workers.” 
 “Higher wages lead to lower turnover, reducing the costs of hiring and training new 

workers.” 
 “Higher wages enhance quality and customer service.”12 

   
Oregon small business owners can expect such benefits from a higher state minimum wage. 
 
 
Conclusion 

Overall, small businesses in Oregon could benefit from a higher minimum wage. A higher wage 
means more money in the pockets of customers. Research and experience show that small 
businesses can do well in higher minimum wage environments. 
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