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1 In January 2016, Santa Monica City Council approved a minimum wage increase that will raise hotel, motel, and associated
businesses located hotels to $15.37 by 2017 (LA Times). (Photo source: Getty Images, Ken Hively)

As the United States approaches mid-2016, seats throughout the Executive, Judicial, and Legislative
branches of the federal government are in play. As Republicans and Democrats fight for control, the
docket of debatable topics continues to grow. One issue in particular, employee compensation,
continues to be one of the most popular in both state and federal level politics. While the federal-level
discussion of minimum wage is increasing due to an Executive Order signed by President Obama to shift
the minimum wage of Federal contractors and subcontractors to $10.10 (The White House, 2014), and a
recent change in the federal overtime regulations, income inequality remains at the forefront of
discussions at the state level.

According to two members of the Economic Policy Institute (Cooper & Hall, 2013), the average wage of a
U.S. worker has declined over the past several decades. This decrease in wage, particularly for those in
low-wage positions such as those found in the hospitality lodging industry, has caused a widening of
income inequality among citizens of this country. In addition, while the erosion in wages is occurring, the
distance (gap) between minimum wage workers and average United States hourly workers has
increased to a ratio of almost three to one. In other words, for every dollar the average American wage
earner makes, a minimum wage worker receives $0.37. For a historical perspective, the ratio was
approximately two to one ($0.50) in the 1960s. This income inequality negatively affects the individual
worker, the national economy, and industries like hospitality that have a high percentage of low-wage
workers (Cooper & Hall, 2013).

In January 2016, five states in the U.S. had no established minimum wage, 29 states had a minimum
wage higher than the federal minimum wage, 14 states are equal to the federal minimum wage, and 2
states had minimum wages below the federal minimum wage (Wage and Hour Division, 2016).
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U.S. States Minium Wage Status

= No Established Minimum Wage = Minimum Wage Higher than Federal Minimum
* Minimum Wage Equal to Federal Minimum = Minimum Wage Below Federal Minimum

2 Source: U.S. States Minimum Wage Status as of January 2016. Source: Wage and Hour Division, 2016

As the top political official at the state level, the governor of each state has influence on the labor law of
that state. Given the two primary political parties, different forms of support for labor legislation, and
each state governor belonging to a political party, we hypothesized that states with democratic
governors will have higher average wages in 1997 and 2015. Whereas states with republican governors
will have lower average wages during those years. While the governor is not the only elected official
that influences state-level changes in compensation mandates, they are the most visible figure and have
the potential to spearhead legislative changes. Additionally, in their role as governor, they have the
ability to veto new legislation as well as proposed amendments that come from the state legislature.

This study aims to examine the inequality in more depth by focusing on the average wages of two
common lodging industry positions throughout the United States. The researchers want to establish if
relationships exist between these lodging industry employees’ wages and the state governors’ political
party affiliations and the cost of living in that state. In addition, the researchers aim to examine the
federal minimum wage versus the average wages of these lodging positions.

Hospitality Wages: Are they affected by state governors?

In 2015, the average annual wage for a hotel, motel, or resort desk clerk (“hotel clerk”) was $22,610 and
a maid or housekeeping cleaner (“housekeeper”) was $22,990 (U.S. Bureau of Labor Statistics, 2015).
With many employees working at, or slightly above, the minimum wage, employees could potentially
benefit from an increase in the federal and state minimum wage values. From 1997 to 2012, the average
wage of housekeepers nationwide had been slightly below hotel clerks. However, since 2013 the
housekeeper position has a slightly higher wage ($0.06 per hour in 2013, $0.15 per hour in 2014, and
$0.15 per hour in 2015).
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ABOUT THE RESEARCH METHOD & DATA:

The U.S. Bureau of Labor Statistics (BLS) is the primary federal agency in charge of measuring labor
market activity. For purposes of this research, the researchers used the Occupational Employment
Statistics collected by the BLS. At the time of analysis, data were available on a state-by-state basis from
1997 to 2015. The researchers developed a list of all gubernatorial party affiliations, average wages of
hotel, motel, and resort desk clerks, as well as average wages of maids and housekeeping cleaners for
every state in 1997 and 2015. The researchers then compared the wages of each occupation by using a t-
test to determine if there was a significantly different mean for each group. The researchers used
regression analysis to examine data in 2014. In the regression analysis, the researchers included political
party, cost of living, and percent of employees covered by a union in each state.

In 1997, there were 17 states with a democratic governor, 32 states with a republican governor, and 1
state with an independent governor. Despite many states under a governor from a different party than
in 1997, there were still 17 states with a democratic governor, 32 states with a republican governor, and
1 state with an independent governor in 2015. The researchers did not use Maine in 1997 or Alaska in
2015 because the states had an independent governor.

Table 1: One-tailed t-test of Differences in Mean Between States with a
Republican Governor and a Democratic Governor (n = 49-50%)

Mean (SD)
Republican Democrat t p
Hotel Clerk 1997 $7.02 (0.68) $7.58 (1.31) 1.98 .027
Hotel Clerk 2015 $10.33(1.28) $11.61 (2.08) 2.67 .005
Housekeeper 1997 $6.91 (0.81) $7.34 (1.03) 1.82 .037
Housekeeper 2015 $10.18 (1.23)  $11.70(1.89) 341 .001

*Maine excluded in 1997 and Alaska excluded in 2015 due to having an
independent governor.

For hotel clerks, the t-test was significant in both 1997 and 2015. This significance indicates the average
wage for hotel clerks in states with a democratic governor in both years was significantly higher than the
average wage of hotel clerks in states with a republican governor. On average, a hotel clerk would make
an additional $S0.56 per hour in 1997 and $1.28 per hour in 2015 if they worked in a state with a
democratic governor. For housekeepers, the t-test was also significant in both years. Again, this
indicates the employees made more, on average, when they worked in a state with a democratic
governor. On average, a housekeeper made an additional $0.43 per hour in 1997 and $1.52 per hour in
2015 if they worked in a state with a democratic governor.
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Considering Cost of Living, Unions, and Federal Minimum Wage

The differences between states with a republican and a democratic governor were significant; however,
the findings are not definitive. A regression analysis including the political party of the governor and the
cost of living index (COLI) for the state resulted in a significant regression model for hotel desk clerks in
2015 (F(2,46) = 4.45, p = .017). The political affiliation of the governor remained significant (t =2.44, p =
.019), but the COLI was insignificant (t = -1.28, p = .206). The outcome was similar for housekeepers
(F(2,46) = 7.76, p < .001), with political affiliation of governor being significant (t = 3.13, p = .03) and the
COLI being insignificant (t =-1.82, p = .075).

The political affiliation of a governor alone may not be a good predictor of the average wage of hotel
clerks or housekeepers. However, there is a clear difference when examining the differences in wages
post-hoc, making the political party of a governor worthwhile in discussion. In particular, when
examining the political affiliations from 1997 to 2015, the average wages of employees in states with
democratic governors are typically higher, but at the same time they also tend to have a higher COLI.

Federal Minimum Wage Influence in the Lodging Industry

In order to examine how the federal minimum wage influences changes in average wages, the
researchers compiled a list of nationwide average wages from 1997 to 2015 of hotel clerks and
housekeepers. In addition, the federal minimum wage in May of each year was included as the average
wages form the U.S. Bureau of Labor Statistics comes from May numbers.

The federal minimum wage increased after May in 1997, 2007, 2008, and 2009. Each of the increases
does not appear to have a direct impact on the average wages of hotel clerks or housekeepers
nationwide. Figure 1 includes a graph showing a steady increase in the average wage of both positions.
In years where there was an increase in federal minimum wage, the average wages of both positions
appeared unaffected. In addition, the disparity between the average wage of all office and
administrative support positions, the overarching category the Department of Labor places both
positions in, seems to be growing over time. In other words, wages of these two lodging positions are
growing at a slower rate than similar positions.
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Figure 1
Average Wages and Federal Minimum Wage from 1997 to 2015
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Figure 2 includes the difference between federal minimum wage and those of housekeepers and hotel
clerks. It appears that the federal minimum wage influence decreases the gap between minimum wage
and the average wage while the average wage continues increasing seemingly unaffected.

Figure 2
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Theoretical underpinnings used to illustrate politics in research commonly stem from non-political areas,
such as economics (Shavell, 1979; Besley & Case, 2003; Downs, 1957). For example, researchers
commonly cite the Principal Agent theory as having applicability to not just economics, but also politics
(Miller, 2005). Applied to this research, a state’s governor is acting as an agent on behalf of their
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constituents (the principal). This idea is somewhat counter-intuitive because an agent, traditionally,
works for a principal, yet the governor of a state has significant influence and power over his/her
constituency. This relationship presents a challenge because the agent is motivated to act in his or her
own best interests to ensure eventual reelection.

A cursory review of Democratic and Republican Parties in the U.S. shows the Democratic Party has a
stronger tendency to support workers’ rights compared to the Republican Party. In addition, each
party’s platform supports this observation (Democrats, 2012; GOP, 2012). Although both parties show
their support for the workforce, the policies they support vary significantly. The Republican Party
traditionally focuses more on the development of the economy and the industries that support the
restoration of lost jobs (GOP, 2012). The Democratic Party, besides discussing the economy, expressed
their point of view by taking a side that favors the rights of workers and not management/ownership
(Democrats, 2012). Wilhite and Theilmann (1987) examined the influence of political action committees
on legislation and found that democratic members tended to support labor legislation and received
more funding from labor unions.

3 In April 2015, hotel workers protest in front of Trump Towers for higher wages. (Photo source: Getty Images, Bloomberg)

The focus on labor has been a winning key for the Democratic Party in elections, with support from a
large number of Americans with income less than $15,000. Fay (n.d.) found the Democratic Party had
stronger support from individuals with income of $50,000 or less, and the Republican Party had strong
support from individuals with income higher than $50,000.

While the hospitality industry includes a variety of sectors, one sector in particular, the lodging industry
is the focus of this research. The lodging industry is continuing to rebound after the Global Financial
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Crisis (GFC) and common metrics of success are continuing to spur optimism throughout the United
States market. Both academic and trade publications are highlighting the fact that operational managers
are still concerned about one very critical challenge that continues to plague the industry — effective
strategies to manage employees, and more specifically, strategies related to the hourly compensation
rates for non-tipped lodging industry employees.

The academic study of politicians at the state the federal level is not a new trend, although the
connection to the hospitality industry, and more specifically those issues related to compensation, is
limited at best. While the merging of hospitality and political science is an infrequently made connection
in the academy, unlike economics and political science, it can be a useful partnership for hospitality
industry and academic practitioners. Although some research (Erikson, Wright, Mclver, 1989) has shown
that an elected state legislature is not good predictor of a state’s public policy, no empirical research
exists looking at this fact in hospitality wages.

Research (Ghiselli, La Lopa, & Bai, 2001) has shown that in the hospitality industry, the salary and
benefits package is one of the most prevalent reasons employees leave an organization. In previous
work, Pizam and Ellis (1999) found a company’s approach to compensating (in terms of monetary and
non-monetary benefits) their employees has an impact on turnover intention.

A common theory is that as minimum wage increases, low paid workers tend to see an increase in
wages. However, previous researchers have shown it may not affect average wage, but instead decrease
the wage inequality for the lower end of the wage distribution (Machin, Manning, & Rahman, 2013) or
compress the possible starting wages (Katz & Krueger, 1992). WageWatch, Inc. addressed these issues in
their executive summary as well. WageWatch, Inc. indicated an increase in starting wages would cause
supervisors to make the same or slightly more than the employees they supervise, which would lead to
a need for increased wages of supervisors (WageWatch Inc, 2014).

Pay Differences Between States

There are several reasons why difference in pay based on state may exist, although further research is
warranted to provide a more comprehensive analysis of how these differences may affect the overall
results. For example, there are dramatic differences in cultures, right to work legislation, cost of living,
and dominant industries based in states or regions. In addition, state legislators are the ones who
typically present, debate, and vote on new laws that could directly or indirectly influence wages in each
state. Each of these on their own, or a combination of multiple dimensions, could be impact this
results.

This research conducted an analysis on the average hourly wage of two common lodging industry
positions; hotel, motel, and resort desk clerks, as well as maids and housekeeping cleaners. The results
highlight that, on average, the hourly wage for these positions, in 1997 and 2015, were higher in states
with a democratic governor when compared to states with a republican governor. While the debate on
minimum wage’s impact on the wages of non-minimum wage workers is ongoing, this research indicates
federal minimum wage increases have little influence on the increases in average wages of these two
positions. There are implications of this analysis for hospitality industry practitioners, labor union
representatives who are involved in the collective bargaining process, and members of the academy
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who are responsible for creation or teaching of policy related to compensation, benefits, and overall
strategic human resources management.
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