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Mandated Health Insurance
=5

1987), accounting for 11.5% of GNP. Business' share of this spending
amounted to approximately 45% of operating profits. These figures are far
higher than for any other industrialized nation. Despite this, Americans'
general level of health does not compare well with most other advanced
nations. It is predicted that we will be spending one and one-half trillion
dollars on health care by the year 2000--15% of GNP.

Employers are already bearing the brunt of these costs. A 1987 survey by FMI
showed the average employer cost of providing health insurance for hourly
employees to be over $2,000 a year. This bill would require that all
part-timers working at least 17-1/2 hours per week be included in employers'
health plans. This would mean coverage for (1) a student working a summer
jobs (2) a student working his or her way through school; and, (3) a
dependent of another worker who has family coverage. The cost of a 20 hour a
week worker would go up 62%, using Senator Kennedy's own unrealistically low
cost estimate.

Mandated health insurance proponents are essentially giving up controlling
health care costs. They want to provide a blank check to the health care
community without any attempt at COST CONTROL. What's worse, if this
legislation passes, health care costs will be buried in the cost of
groceries, cars, clothes, etc. Health care inflation will be assured for the
foreseeable future. And employees will face reduced non-health benefits,
lower wage scales and fewer jobs as a result.
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Preparing a New Course

4
1989 PUBLIC AFFAIRS ASSEMBLY

February 27-28
Willard Inter-Continental Hotel » Washington, DC

ISSUE BRIEF

MINIMUM WAGE

BACKGROUND

Legislation to increase the minimum wage from the current $3.35 an hour to
$4.65 an hour (a 39 percent increase) over a 25-month period will be
considered again this year. Proponents of an increase argue that the wage
should go up because it has not been increased since January 198l. At that
time, some 7.8 million workers (15 percent of all hourly wage workers) were
receiving the minimum wage of $3.35 an hour. Since then, while the wage has
remained unchanged, the number of workers earning the minimum wage has been
reduced to 4.7 million workers, only about &4 percent of the hourly
workforce. At the same time over 17 million new jobs have been created.

Proponents of an increase also argue that a head of a household of four
working full time at the minimum wage earns less than the federally defined
poverty level for that household. That's true. But that is not a
description of the vast majority of minimum wage earners. Of the 4.7 million
minimum wage earners, only 14 percent, 658,000, are heads of households with
dependents. Eighty-two percent are in families with incomes above the
poverty level. A recent study of the retail industry shows that 70 percent
of those earning under $4.65 an hour are in families with earnings of at
least twice the poverty level, while only 10 percent are from families with
earnings below the poverty level. Twenty percent are in families with income
over $50,000 a year. The overwhelming characteristic of these workers is
their youth and inexperience. According to the Bureau of Labor Statistics,
sixty percent are under 25. Nearly two-thirds are part-time workers. Some
80 percent are in households with another worker.

STATUS

In the closing days of the 100th Congress, legislation to increase the
minimum wage died on the Senate floor when the Democratic leadership withdrew
the bill from floor consideration after two attempts to shut off debate
failed to attract the necessary 60 votes. During the Senate floor debate,
opponents of the legislation, led by Senator Orrin Hatch (R-UT), argued that
a more reasonable approach would be to increase the wage much more modestly
and to provide for a training or 'new-hire" wage for the first 90 days of
employment at eighty to eighty-five percent of the minimum wage. President
Bush, during the campaign, and more recently, has supported a similar

approach.
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Minimum Wage
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On January 3, Reps. Augustus Hawkins (D-CA) and Austin Murphy (D-PA)
introduced H.R. 2, the "Fair Labor Standards Amendments of 1989." The bill
calls for increases in the federal wage to $3.85 per hour on January 1, 1990,
$4.25 per hour on January 1, 1991 and $4.65 per hour on January 1, 1992. In
addition, the bill would establish a five-person Minimum Wage Review Board
Commission to recommend to the Congress bi-annually a wage rate to become
effective on January 1 of each odd year.

The Senate version of the bill "The Minimum Wage Restoration Act of 1989"
(S.4), introduced January 25 by Sens. Kennedy and George Mitchell (D-Maine)
calls for the same increases, but has no provision for creation of a
commission. The minimum wage legislation is expected to be considered early
in the 10lst Congress.

POSITION

We oppose the Kennedy-Hawkins minimum wage bill. We believe the bill would
fail to achieve its goal of helping the working poor. According to a study
done for the Retail Industry Task Force on the Minimum Wage, this proposal
will result in the loss of almost 900,000 jobs in three years, forty-one
percent of them in the retail industry. Unskilled, low wage earners will
bear the brunt of the job loss and cost of living increases that result.

The proposed minimum wage increase must be considered in the context of the
many other mandated benefits proposals currently pending in Congress. This
minimum wage increase combined with Senator Kennedy's proposed mandated
health insurance would increase the cost of a full-time worker by over forty
percent and of a 20 hour a week worker by over sixty percent. Another recent
study showed that the ripple effect of the increase would raise total labor
costs by some $48 billion.

If the minimum wage is to go up, it is essential that the increase be
accompanied by a '"new-hire" or training wage for the first 90 days of
employment to help minimize the job loss that will result from the increase.
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Tennessee

Bob Clement (D)
Jim Cooper (D)

John J. Duncan,
Bart Gordon (D)
James H. Quillen (R)
John Tanner (D)

Jr. (R)

Texas

Dick Armey (R)
Steve Bartlett (R)
Joe Barton (R)
John Bryant (D)
Jim Chapman (D)
Larry Combest (R)
Tom DeLay (R)

Jack Fields (R)
Bill Sarpalius (D)
Charles W. Stenholm (D)

Utah
James V. Hansen (R)
Wayne Owens (D)

Virginia

Herbert H. Bateman (R)
Thomas J. Bliley, Jr. (R)
Jim Olin (D)

Lewis F. Payne, Jr. (D)
Norman Sisisky (D)

D. French Slaughter, Jr. (R)

Washington
John Miller (R)

Wisconsin

Thomas E. Petri (R)
Toby Roth (R)

Jim Sensenbrenner,

Jr. (R)
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Co-sponsors to date
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