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Virginia Charts A Path To A $15 Minimum Wage:
The first increase in over 11 years will take effect
in January 2021

During the 2020 session, the General Assembly adopted new legislation to increase
Virginia’s minimum wage. Historically, Virginia has followed the federal minimum
wage, which has been set at $7.25 since July 2009. This bill, which now awaits Gowv.
Northam’s signature, would gradually increase Virginia’s minimum wage to $12 by
January 2023 and then outlines a path to $15 by 20206, contingent on the approval
of the General Assembly.

This legislation is an overdue victory for working people in Virginia. At $7.25, our
minimum wage is the lowest in the nation, when considering the typical cost of
living in the commonwealth. People who are paid the minimum wage earn less per
hour today than their counterparts did 50 years ago, after adjusting for inflation.

If signed into law, this legislation will benefit nearly 800,000 workers by 2023, while
also helping to close the gender and racial pay gap in Virginia. The analysis below
summarizes the strengths of the bill and identifies areas in which the General
Assembly can improve the law in the future.

Highlights of The Minimum Wage Legislation

With this legislation, Virginia would chart its own course, rather than follow the
federal minimum wage. After reaching $9.50 in January 2021, the minimum wage
will gradually increase to $12 by January 2023. After that, the General Assembly
will review a study, which was commissioned in the bill and discussed more below,
before voting to approve additional increases in 2025 and 2026, when Virginia
would achieve a $15 minimum wage.

Between 1968 and 2020, the federal minimum wage has dramatically weakened
compared to cost of living, typical wages for middle-income workers, and the
productivity of workers. With this legislation, policymakers have helped to restore
the minimum wage to a more reasonable level: by 2026, $15 per hour will be
equivalent to $13.13 today.
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Virginia’s New Minimum Wage Will Help Restore Wages
Compared to Productivity

Inflation-adjusted (2020) dollars

$20 )
2026 with
re-enactment
$15 1968
$10

$5 Minimum Wage in 20205  $7.25

0

1940 1950 1960 1970 1980 1990 2000 2010 2020

Sources: TCl analysis of Virginia law; CBO economic projections; & Economic Policy Institute analysis of the Fair
Labor Standards Act and amendments. Total economy productivity data from the Bureau of Labor Statistics (BLS)
Labor Productivity and Costs program. Average hourly wages of production nonsupervisory workers from the BLS

Current Employment Statistics. Inflation measured using the CPI-U-RS. Productivity is measured as total economy
productivity net depreciation.

As the minimum wage increases, nearly 800,000 people across the commonwealth
will benefit by 2023. That number will grow to more than 1.1 million people if
Virginia completes the path to $15 by 2026. Women, in particular, will see their
wages improve because they account for roughly 60% of all people who will benefit

from a higher minimum wage. By 20206, a $15 wage would also boost 558,000
working people of color.

Women, Workers of Color, and Full-Time Workers will Benefit
from Raising the Wage to $12 by 2023
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aged 20 and over will benefit by 2023, of color benefit by workers will benefit by
will benefit by 2023, which is which is 2023, which is 2023, which is

88% 61% 51% 51%

of all people of all people of all people of all people
who will who will who will who will
benefit benefit benefit benefit

$15 by 2026 $15 by 2026 $15 by 2026 $15 by 2026
would benefit would benefit would benefit would benefit
1,020,000 people 671,000 women 558,000 652,000

aged 20 and over

Source: Economic Policy Institute Minimum Wage Simulation Model using data from
the Census Bureau, Bureau of Labor Statistics, and Congressional Budget Office
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This legislation not only strengthens our minimum wage law, it also includes new
categories of workers. More specifically, the bill ensures that some categories of
workers will be guaranteed a minimum wage for the first time, including:

* Domestic service workers;

* Workers with disabilities (except for workers covered by a specific federal

statute);
* “Piece workers,” i.e., people paid based on the amount of work done;
* Those working for an employer with fewer than four employees.

One final highlight is the absence of a “regional” minimum wage. A previous
version of the Senate’s bill would have permitted employers to pay some minimum
wage employees less than others based on location, even if they had identical job
titles, experience, and education. If implemented as drafted, that approach would
have fueled inequality in the commonwealth. Instead, the legislature commissioned
a comprehensive new study, not only on the wisdom and feasibility of a regional
minimum wage, but also the potential impacts on employers and workers, as well
as the cost of living in Virginia. The study will be completed and submitted to

the General Assembly and the governor by December 2023, after which time
lawmakers will decide whether to approve the minimum wage increases in 2025 and
2026. In the meantime, all non-exempt workers who are paid the minimum wage
in the commonwealth — from the Eastern Shore to Southwest Virginia — will be
treated equally.

Future Opportunities To Strengthen Virginia’s Minimum Wage

For all that this minimum wage legislation achieves, the General Assembly should
return to this issue in the future to make the law even stronger.

One area that is ripe for additional reform pertains to who is excluded from the
minimum wage. Some workers, including those in agriculture, can still be paid a
sub-minimum wage. Notably, agricultural workers who are classified under federal
law as “temporary foreign workers” with H-2A visas earn significantly more per
hour—currently $12.67—because wages are set according to federal law. This
means U.S. workers employed in the agricultural industry can earn far less than
people who do the same work with H-2A visas.

The legislation also created several new exclusions, including for au pairs, certain
seasonal workers (e.g., amusement and recreational establishments) covered by a
specific federal law, and participants in some training programs, during which time
they can be paid 75% of the minimum wage for up to 90 days. The legislation, as
passed, did not include enforcement and oversight provisions that were in a prior
proposal, such as requiring employers to “make a good faith effort to continue

to employ” the worker after the expiration of the training wage and prohibiting
employers from using the training wage in a way that would negatively impact those
currently employed.
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Finally, lawmakers can continue to strengthen Virginia’s minimum wage by
approving increases in 2025 and 2026. Doing so would ultimately benefit more than
1.1 million people and establish a phase-in schedule that is in line with other states.
In 2020 alone, 24 states across the country will raise their minimum wage. Today, 29
states and Washington, D.C. already have a minimum wage that is higher than the
federal standard.

In the coming years, this minimum wage legislation will offer greater economic
security and opportunity to working families all over the commonwealth. As Del.
Jeion Ward explained in her floor remarks, “this legislation is for so many people
who feel invisible in our economy but who are essential to our success.”

Virginia’s Path to $15
Minimum Wage Timeline
$9.50 January 1, 2021
$11.00 January 1, 2022
$12.00 January 1, 2023
“$13.50 January 1, 2025
*$15.00 January 1, 2026

Comparing Other Key States**

Minimum Wage Timeline

Washington, D.C. (2020)
Massachusetts & Connecticut (2023)

$15.00 New Jersey (2024-27)
Maryland & lllinois (2025)

$13.50 Washington State (2020)

$12.00 Arizona, Colorado, & Maine (2020)

Missouri & New Mexico (2023)

*The General Assembly must vote to approve these increases before they take effect.
** For information on the minimum wage in every state, visit https://www.epi.org/minimum-wage-tracker/

— Phil Hernandez, Senior Policy Fellow and Counsel

Learn more about The Commonwealth Institute at www.thecommonwealthinstitute.org
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