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How Wage Theft Impacts Working Families and What we Can do About It  

 
Thank you Representatives Dingell, DeSaulnier, Pocan, and Norcross for the opportunity to 
contribute to this important discussion. 
 
Many Americans never worry about whether they will be paid for a day’s work. But for others, 
particularly those at the lowest rungs of the labor market, a full day’s work does not always yield 
a full day’s pay.  
 
Researching for my book, $2.00 a Day, I had the opportunity to travel around the country and 
learn from communities big and small, from Cleveland and Chicago to the Mississippi Delta and 
Appalachia. What has come to be referred to as “wage theft” -- in all its forms -- was an all too 
common occurrence, one I knew little about before and wasn’t looking to find. 
 
From a single mom who was working 60 hours a week with no overtime; to hotel housekeepers 
who were required to clean one room before clocking in; to a retail worker required to clean a 
retail space after clocking out. Other types of wage theft include minimum wage violations, 
misclassification of workers as independent contractors, and failure to pay workers’ comp. 
 
Wage theft places workers in a difficult position, report or keep your job?  Forego earnings and 
choose between paying the rent or putting food on the table. 
 
At the same time, wage theft puts ethical employers at a competitive disadvantage, just 
because they do the right thing. 
 
Wage Theft Impacts All Americans 
 
While it is difficult to get the data to accurately tell the full story because a huge percentage of 
impacted workers never report, we have enough sources to know that this is a big problem. 
 
Studying just one example of wage theft, a recent Economic Policy Institute study found that 
nationwide, the average victim of a minimum wage violation is cheated out of more than 30 
percent of earned pay.   1

 

1 Cooper, D. and Kroeger, T. “Employers steal billions from workers’ paychecks each year: Survey data 
show millions of workers are paid less than the minimum wage, at significant cost to taxpayers and state 
economies.” 2017. 



EPI’s estimates of $15 billion in unpaid labor would be more than the value of all the property 
crimes committed each year ($12.7 billion).  
 
That equates to $429 million per year not paid to 130,000 Michigan residents.  
 
According to a survey of low-wage workers in Chicago, LA and New York, victims are more 
likely to be single moms, people of color, foreign born individuals, and those with less education.
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Also, your risk depends on where you live. A study by Northwestern University’s Daniel Gavin 
notes that “violations happen everywhere, but they are far more prevalent in states with weaker 
regulatory regimes.”  3

 
Workers in those states often have no choice but to turn to federal agencies and appeal to 
federal laws for protection—but the current regulatory apparatus is unable to compensate for 
weak state laws and equalize protection across state boundaries. 
 
This is a problem we can solve: Focus on enforcement 
 
The good news is that there are existing laws on the books. The bad news is that they aren’t 
being enforced, are extremely complicated, and could be strengthened. 
 
Many workers who experience wage theft may not even be aware of it: according to Kim Bobo’s 
book, Wage Theft in America, there are nine different federal laws alone that each cover 
“slightly different groups of workers”, creating a system that works against employees who want 
to re-coup lost wages. This is before even taking state and local laws into consideration.  4

 
Just the process of going to court to bring a wage theft case against an employer is difficult, 
because it can take months or years, hard for someone who can't afford to miss work to go to 
court. Even when workers seek help and receive a favorable judgement in wage theft cases, 
many never see a dime of the money they are owed -- and in some cases they can face 
retaliation. 
 
In New York City, one study  found employers had $125 million in outstanding settlements. And 5

a Los Angeles survey  found that of the 15% of workers tried to either unionize or make a 6

complaint about wage violations, roughly half faced retaliation.  
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In many cases, stronger penalties have proven effective in deterring wage theft.  
 
Reforms enacted across 12 states and several major cities aim to establish streamlined legal 
processes to get workers their wages, increase fines and damages paid to workers, and 
strengthen reporting procedures for companies that claim a worker is not an employee. 
 
The business community has reason to be in favor of stronger wage theft protection. In 
Colorado, business groups noted that it helped lessen the incentive for “unscrupulous” 
businesses to break laws, and created a more level playing field.   7

 
We can enforce federal laws we have on the books, like Fair Labor Standards Act (FLSA), and 
strengthen them with the Payroll Fraud Prevention Act.  States and cities can take action to 8

strengthen existing legislation to increase penalties, make sure workers receive pay stubs, and 
provide resources for community partnerships fighting wage theft. 
 
Anti-wage theft measures can help working families by returning hundreds of millions of dollars 
every year to the people who earn it. 

7 Denver Business Journal. “Colorado wage-theft bill passes as major business groups drop opposition.” 2014. 
8 See: http://files.iwj.gethifi.com/resources/WT-PrimerRev-2.12lo.pdf. State anti-wage theft legislation and laws that 
strengthen protections against payroll fraud have been passed in Colorado, Connecticut, Delaware, Illinois, Maryland, 
Massachusetts, Minnesota, New Mexico, New York, and Washington. 
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