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Good afternoon.

Before we begin, I would like to thank City Council Speaker Christine Quinn, the entire City
Council and especially the chair of this committee, Council Member Darlene Mealy, for taking
the time to begin a frank discussion on the subject of bringing a “living wage” to the City of New
York and the future of the “Fair Wages for New Yorkers” Act. It is my sincere hope that, today,
we will begin the important process of changing the way we do business in this City, specifically
when major development projects rely so heavily on giant taxpayer subsidies.

The historian James Truslow Adams described the idea of the "American Dream" as a land in
which life should be better, richer and fuiler for every man and woman, with opportunity for
each according to ability or achievement. Inherent in this vision is the idea that, if you are willing
to work, you will have opportunity to make a better life for yourself and your family. The “Fair
Wages for New Yorkers™ Act will help restore that promise, and we need it now more than ever.

As I noted in my State of the Borough address in February, we have tremendous income
inequality in this city, which is not just a local problem but a national cause of concern. The
middle class, both locally and nationally, are working harder and earning less. As important, the
working poor in our City are being forced to work muitiple jobs for an ever lower standard of
living if not being forced to get food stamps, emergency housing and other government
assistance. Our economic policies should facilitate upward mobility. Instead, they are
accelerating a downward spiral, in which our middle and working class families have less and
less and where our tax dollars and other City resources are instead being used to facilitate low
wage job creation. :

Nowhere is this clearer than in my home borough of the Bronx. Since 2002, more than $11
billion in new development took place in the Bronx, facilitated by millions in New York City
subsidies and tax breaks. Yet we still have the highest poverty rate, 28.5 percent, of any urban
county in the United States. As for job creation, Bronx County has consistently had the highest
unemployment rate of any county in New York State. The promised employment gains from the
major developments that have taken place over the last decade have been inconsequential,

Income inequality continues to grow in this city. A recent report by the Fiscal Policy Institute
found the bottom 90 percent of city income earners make 34.5 percent of all money made in the
city. In contrast, the top one percent of the City’s income earners make 44 percent of all money
made in New York. In fact, the same study noted that between 1990 and 2007, hourly wages in
this city actually fell almost nine percent.

Moreover, the cost of living in New York is high, resulting in a large number of “working poor.”
For example, the cost of a monthly MetroCard is $104, or ten percent of the pretax monthly



income of someone employed in a minimum wage job, assuming they are working at least 35
hours each week.

It is crystal clear that we have a real problem in this city. That is why the “Fair Wages for New
Yorkers” Act is so important, not only as a matter of economic justice, but as sound fiscal policy
as well.

The City has released the findings of a report which purports to show that this bill will do serious
damage to our economy. This study is so flawed it is unbelievable that the City would present it
as evidence against a living wage mandate. First, the study bases the majority of its findings on
statistical models that measure the effect of applying Intro 251 to the City’s new Industrial and
Commercial Abatement Program. The “Fair Wages for New Yorkers” Act, however, would not
apply to the ICAP, which we have confirmed with legal counsel for the City Council. As a
result, almost every finding in the report does not apply to Intro 251 or 251-a. Based on this fact
alone, the study is worthless. In fact, the $1 million that was allocated to pay for this study
should be returned to the taxpayers.

As you may already know, this report was organized and authored primarily by an economist
that has written 27 prior reports claiming living wage and minimum wage laws result in job
losses and has a national reputation for producing academically flawed reports which is why the
Bloomberg administration hired this consultant in the first place. He produced exactly what the
Mayor wanted. Moreover, the report is based on Intro 251, not the current or final version of
bill, Intro 251-a. Credible research shows, however, that the benefits of a “living wage”
ordinance, which would require employees at subsidized developments to receive $10 per hour
with benefits and $11.50 per hour without, are real and considerable.

A recent study of 15 cities with similar “living wage™ laws to what would be required by the
“Fair Wages for New Yorkers” Act found that wage standards, such as the requirements put
forward in this bill, do not have a negative effect on job creation. This report is not the only
credible research we have on the positive effects of a “living wage” law. Professor Robert Pollin
-~ of the University of Massachusetts has done extensive research on “living wage” laws. He has
found that such laws give workers more money to save, allowing them to lower their debt and
make much-needed purchases. Such mandates also save the taxpayers moncy, by reducing
reliance on food stamps, welfare and other government assistance. You would think that fiscal
conservatives would love this bill. '

And such wage mandates are not foreign to City development. In fact, since 2005 New York
City has made wage requirements a part of its larger taxpayer-subsidized development projects.
These include both the Greenpoint-Williamsburg waterfront residential redevelopment and the
Willets Point retail and entertainment development project, where the city required prevailing
wages for building service workers; as well as the Coney Island redevelopment, where the city
agreed to require prevailing wages for building service, hotel and construction workers, and a
living wage preference for retail workers.

More recently, Governor Andrew Cuomo, together with the State Legislature, included a
provision in the New York State budget that requires wage parity for home health aides. Now



organizations providing Medicaid services in New York City, as well as Westchester, Nassau,
and Suffolk counties, are required to compensate their home health aides using the living wage
of that area.

We already require contractors that do business with the City to pay their employees a “living
wage.” Those who take heavy taxpayer subsidies should be treated no differently. Yet the Mayor
prefers to use city taxpayer dollars to give special treatment to developers who stand to make
hundreds of millions of dollars off their projects in the five boroughs.

We’ve seen this before. The Bronx Gateway Mall received millions in New York City subsidies.
The Fiscal Policy Institute estimates that as of Spring 2010 about 1,300 workers were employed
in the mall, and the average starting wage for non-managerial workers was $8.80 an hour. In
fact, the BJ’s at Gateway Center is ranked within the top three successful BJ stores nationally.
The success of the Target at the Gateway Mall has even lead to a third borough Target heading to
the east Bronx.

Firms like Target will continue to serve the 8.5 million residents of this city because it is a prime
market. The purpose of the Fair Wages for New Yorkers Act is to ensure that when these firms
come and request assistance, that they do right by the people they employ. Let us be clear, the
Related Cos., which agreed to develop a multi-billion dollar project in downtown Los Angeles
with a living wage requirement, would have gone through with their retail mall in the
Kingsbridge Armory if the “Fair Wages for New Yorkers” Act were, in fact, the law.

But the Mayor killed the project just as he has attempted to kill this bill. Only now he has used
an inherently flawed report—drafted by people who have long been against fair wages for
workers—and paid for it with a million of our taxpayer dollars. EDC tells us that, instead of
looking at the impact of already existing living wage laws in New York City such as the
prevailing wage requirements, they prefer to release a study with inherent inconsistencies. They
claim this bill will have little impact on worker income, yet it will dissuade real estate
developers, particularly retail, from coming to New York.

In fact, retail is one of the fastest growing industries in the city, and research by the Fiscal Policy
Institute “found more low-wage workers in New York City are employed in retail than in any
other single sector of the New York economy.” If we do nothing, our tax dollars will continue to
subsidize the creation of retail stores most New Yorkers will be unable to patronize.

In 1996, then Mayor Giuliani proclaimed the prevailing wage bill “would . . . do little to provide
long-term economic betterment even for the narrow class of workers covered by its provisions.”
Yet, the city saw record commercial and residential development over the next 15 years.
Moreover, prevailing wage laws have been shown to reduce occupational injuries and fatalities,
increase the pool of skilled construction workers, and actually enhance state tax revenues.

We are committed to working with all those that have raised honest concerns about this bill. The
final version of the “Fair Wages for New Yorkers” Act will be inclusive; so that affordable
housing can continue to be built in this city and that smal! businesses are protected.



But there is no more time to wait. Our bill currently has 30 City Council co-sponsors, as well as
the support of dozens of other unions, community organizations and civic activists. All of us
agree on one thing: when billionaire developers beg for taxpayer handouts to make their projects
work, they must do better by the people they hire.

It is the responsibility of elected officials to use taxpayer dollars in a manner that leads to the
best return on investment for those same taxpayers. Yet, our City’s current subsidy policies
prioritize the return on investment for developers. The “Fair Wages for New Yorkers” Act will
change the way we do business in this City. There is no more time to wait.

Thank ydu.
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The historian James Truslow Adams defined the idea of the "American Dream" as “a
land in which life should be better and richer and fuller for every n;an, with opportunity for each
aécording to ability or achievement.” Inherent in this vision is the idea that if you aré willing to
work you will have opportunity to make a beiter life for yourself and your family. The “Fair
Wages for New Yorkers™ Act will help restore that promise, and we need it now more than ever.

As I noted in my State of the Borough address in February, we have tremendous income
inequality in this city,' which is not just a local problem but a national cause of concern. The
middle class, both locally and nationally, are working harder and earning less. Economic policy
should facilitate upward mobility, not expand the masses of working poor. However, tax dollars
and other City resources are instead being used to facilitate low wage job creation. As noted by
Daron Acemoglu, Professor of Applied Economics, at the Massachusetts Institute of
Technology, these jobs are problematic because “(e)quality of opportunity [is harder] to achieve
in an unequal society . . . poverty not only causes low standards of living and poor health but
damages both individuals and society by preventing those at the bottom from realising their
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potential, . . . because they are unable to obtain a decent quality of education to prepare them for
competition in the labour market.”! How can we improve educational achievement and
performance when more and more working people are falling into poverty? Our children will
not realize their full potential if their parents spent more time at work than at home. Féw New
Yorkers will realize their potential if they have to work two jobs just to pay their rent. How can
New Yorkers pursue the American Dream when they are forced to seek out food pantries

instead??

Work More & Earn Less
The Fiscal Policy Institute recently reported that:

iii

. | The bottom 90 perclent of city income earners make 34.5 percent of all money made in the city.

e In fact, New York is the most polarized city by income in the country. The top one percent of earners
account for nearly 45 percent of the city’s total incotne. v

¢  The same study noted that between 1990 and 2007, hourly wages in this city actually fell almost nine
percent; at the same time average annual salary and bonuses on Wall Street doubled.”

o Since 1990, real wages for low-wage New York City workers have declined nearly eight percent over

the past 20 years, even as their educational attainment has risen.”

Moreover, the cost of living in New York continues to rise, resulting in a large number of
“working poor.” For example, the cost of a monthly MetroCard is $104, or ten percent of the
pretax monthly income of someone employed in a minimum wage job, assuming they are
working at least 35 hours each week. Two million people in the ﬁye boroughs rely on food
stamps to live. The City’s poverty rate was 21.3 percent in 2009, meaning that roughly 1.8
million of our neighbors are living below the poverty line." A recent analysis of prices by the
New York Post found that rent has risen five percent and prices for a sampling of New Yorkers’

common purchases have jumped about 14 percent in one yeeur.ix



But the poverty rate does not tell the whole story; the Center for an Urban Future
recently found that in New York City, 31 percent of all adults are earning less than $11.54 an
hour, or $24,003 a year, (hereafter “low wage jobs”).” These numbers are more pronounced in
the outer-boroughs: 42 percent of Bronx workers over the age of 18 are employed in low-wage
jobsX Similarly, Queens has 34 percent of the adult workforce in low-wage positions, followed
by Brooklyn at 32 percent, then Staten Island at 23 percent, and lastly Manhattan at 22 percent.*"
Conversely, Wider Opportunities for Women (“WOW?) released a report in March noting
that a single worker needs an income of $30,012 a year — or just above $14 an hour — to cover
basic expenses and save for retirement and emergencies. ™ This is almost three times the 2010
national poverty level of $10,830 for a single person, and almost twice the federal minimum
wagé of $7.25 XV

What is a Living Wage?

The federal definition of a “living wage,” the sé.me definition that is called for.in the
“Fair Wages for New Yorkers” Act, guarantees that workers in large development projects
recelving public subsidies are paid at least $10.00 an hour, including benefits, and $11.50 an
hour without benefits. More broadly, “(i)t is a wage level that offers workers the ability to
support families to maintain self respect and to have both the means and the leisure to participate
in the civic life of the nation.”™"

The Living Wage is Already Here
Per the National Law Employment Project, since 2005, New York City has made wage
requirements part of its large taxpayer-subsidized development projects.™ These include:

* The Greenpoint-Williamsburg waterfront residential redevelopment, where the city required

prevailing wages for building service workers.™



s The Willets Point retail and entertainment development project, where the city required

xviii

prevailing wages for building service workers.
o The Coney Island redevelopment, where the city agreed to require prevailing wages for building

service, hotel and construction workers, and a living wage preference for retail workers.

All of these requirements apply to workers at the subsidized sites, regardless of whether they are
employed by service contractors or business tenants.™ New York has begun to institutionalize
this approach to developrnen‘t."Xi In 2007, the New York State Legislature made prevailing wages
for building service workers a requirement for most new apartment, co-op and condo
construction financed under New York City’s “421-a” housing tax abatement program.xxii These
requirements have not deterred .developers from moving forward with proj ects. ™ A reported 29
firms have responded to the request for proposal (RFP) for the Willet’s Point project, which
includes the same requirements™” Most recently, Governor Andrew Cuomo included a
provision in the New York State budget that requires wage parity for home health aides. Now
organizations providing Medicaid services in New York City, as well as Westchester, Nassau,
and Suffolk counties, are required to compensate their home health aides using the living wage
of that area.
Return on Investment for the Tax Payer

It is the responsibility of elected officials to use taxpayer dollars in a manner that leads to
the best Return on Invéstment (“R.0.L”) for those same taxpayers. Yet, our City’s current
subsidy policies prioritize the R.0.1 for developers. Developers receive millions of dollars in tax
breaks and subsidies from New York Cify. Per the Fiscal Policy Institute: “every year, New
York City spends well over $2 billion through a variety of programs in the name of economic

development and job creation.”™" (See Table 1) For example, real property tax expenditures



provided through the as-of-right Industrial and Commercial Assistance Program totaled $623
million in FY 2011 Similarly, New York City reports that discretionary ‘economic
development projects under the aegis of the New York City Economic Development
Corporation (EDC) and the New York City Industrial Development Agency (IDA) received

property, sales and mortgage recording tax breaks worth approximately $241.7 million in

2010, il

Table 11

” Annual NYC Economic Development Tax Expenditures

Millions of doltars

Real Property Tax $1,111.3
Industrial & Commercial Incentive Program $568.0
Other Commerical & Industrial Exemptions 5264
Industrial Development Agency $181.5
Economic Development Corporation $12.2
Urban Development Corporation—-Commercial $217.8
Battery Park City Authority--Commercial $95.5
Teleport, Port Authority $9.9
NYC Personal and Business Income, Sales and Mortgage Recording Taxes $1,238.3
Business Income and Excise Tax Expenditures $841.0
-—-Business and Investment Capital Tax Limitation 324.0
g --Insurance Corporation Non-Taxation 276.0
--Other (Energy Cost Savings Program, Film Producton, etc.) 241.0

Sales Tax Expenditures ## UNK
—-Fuel sold to airlines $120.0

g Unincorporated Business Tax Credit on NYC Personal Income Tax $135.6
IDA Tax Expenditures (other than Real Property Tax) ° ' $41.7
--Mortgage Recording Tax Exemption and PILOT Savings $32.2
--Sales Tax Exemption 32.8
--Energy Tax Savings , 30.6
--Tax Exempt Bond Savings on NYC Personal Income Tax $6.0
Unincorporated Business Tax--Exemption for Carried Interest $100.0

GRAND TOTAL, all NYC economic development tax expenditures $2,349.6




Moreover, EDC reports that companies receiving EDC or IDA benefits employed

approximately 152,000 workers in FY 2010, about 42,000 more than employed by those

companies at the time subsidies were initially provided ™™

If paying $10 per hour after receiving the extensive benefits these firms have requested
repeatedly from the City makes a project unprofitable; then these projects are poor

investments of our tax dollars.

R.O.L for the taxpayer means creating jobs that expand the tax base, reduce reliance on food

stamps and other government assistance, grow the middle class and expand the purchasing power

of those that live in New York City. Yet these projects generate millions for the developers and

only low-wage jobs for city residents:

The Bronx Gateway Mall (approximately $10 million in New York City subsidies). FPI
estimates that as of spring 2010 about 1,300 workers were employed in the mall, that the average
starting wage for non-managerial workers was $8.80 an hour, and that median wages were $10.20
an hour.™

The BJ’s at Gateway Center is ranked within “the top three successful BJ stores
nationally.”™

The success of the Target at the Gateway mall has lead to a third Bronx Target heading to the
East Bronx, which is part of a proposed 300,000-squafe-foot mall at nearby Brush and Lafayette
Aves off the Hutchinson Expressway. Final plans for the $35 million project are not
con'lplete.""xji

Fresh Direct ($2 million in subsidies for its warehouse in Long Island City). According to
FY2010 city reports, the company had 1,657 employees, with 63 percent earning less than
$25,000 per year. Of these employees, about 1,200 were warehouse workers, for whom starting
wages were reported frequently to be the minimum wage ™

Yankee Stadium (nearly $50 million in tax breaks, $326 in city capital improvements, and more
than $1.2 billion in tax-exempt financing). FPI cstimates that as of spring 2010 there were about
3,400 jobs at the stadium, that the average starting wage for non-managerial workers was $9.19

an hour, and that median wages were $10.50 an hour®



Their analysis found that the top five non-managerial jobs created at the three case study projects
(Bronx Gateway Mall, Fresh Direct and Yankee Stadium) all paid very low wages:™*

* Concession food and beverage workers, starting wage $8.75 an hour;
¢  Warehouse workers, starting wage $7.25 an hour;

¢ Retai] salespersons, starting wage $8.09 an hour;

e Security guards, starting wage $9.53 an hour; and

* Cashiers, starting wage $7.44 an hour.

The report concludes: “without a significant change in subsidy policy, future New York
City-supported projects will likely continue to mirror this pattern of subsidizing businesses that
create low-wage jobs.”xxxvi Generally, developers that receive such large public subsidies are as
far from small business as possible; and the tenants from such development tend to be major
retail and hotel chains. ™" Subsidy recipients can well afford to pay living wages even without
the subsidies™ The “Fair Wages for New Yorkers” Act specifically excludes small
businesses.

Firms like Target will continue to serve the 8.5 million residents of this city because it’s a
prime market. The purpose of the Fair Wages for New Yorkers Act is to ensure that when these
firms come and request assistance, that they do right by the people they employ. Let us be clear,
the Related Co. would have gone through with their retail mall in the Kingsbridge Armory if the
“Fair Wages for New Yorkers” Act were in fact the law.

But the Mayor killed the project just as he has attempted to kill this bill. Only now he has
released alleged findings of a draft report which purports to show that this bill will do serious
" damage to our economy. This study is so flawed it is unbelievable that the City would preéent it

as evidence against a living wage mandate. First, the study bases the majority of its findings on



statistical models that measure the effect of applying Intro 251 to the City’s new Inciustrial and
Commercial Abatement Program. The Fair Wages for New Yorkers Act, however, would not
apply to the ICAP which we have confirmed with legal counsel for the City Council. As alresult,
almost every finding in the report does not apply to Intro 251 or 251-a. Based on this fact alone
the study is worthless.

As you may already know, this report was organized and authored primarily by an
economist that has written 27 prior reports claiming living wage and minimum wage laws result
in job losses and has a national reputation for producing academically flawed reports which is
why the Bloomberg administration hired this consultant in the first place. He produced exactly
what the Mayor wanted. Moreover, the report is based on Intro 251, not the current or final
version of bill, Intro 251-a. Credible research shoWs, however, that the benefits of a “living
wage” ordinance, which would require employees at subsidized developments to receive $10 per
hour with benefits and $11.50 per hour without, are real and considerable.

Instead of looking at the impact of already existing living wage laws in New York City,
such as the prevailing wage requirel;nents, EDC prefers to release a study with inherent
inconsistencies. They claim this bill with have little impact on worker income, yet it will
dissuade real estate developers, particularly retail, from coming to New York. However, the
growth of the local retail industry is a driving force for these jobs; the Fiscal Policy Institute

December 2008 report “Low_Wages, No Bargain: Retail Jobs in NYC” found more low-wage

workers in New York City are employed in retail than in any other single sector of the New York
economy. In regards to their wages:

e Three in five retail workers earn an hourly wage of $13 or less, and 44 percent earn less than $10

an hour.



* From 2000 to 2007, retail jobs grew seven times faster than total private sector employment
growth.

» Nearly ten percent of the city’s private sector-employees work in the retail industry and the sector

has expanded rapidly in recent years.
The concentration of low-wage jobs in retail and the sector’s fast growth locally suggests these
projects are poor choices for public subsidy without a Living Wage component.

Why We Need Change

We have seen more than $11 billion in development in the Bronx over the past
decade, including millions of dollars of New York City tax breaks, and yet we remain the county
with the highest poverty rates in the nation. The “Fair Wages for New Yorkers” Act will ensure
that, when developers seek heavy taxpayer subsidies, the jobs they create pay their employees a
“living wage.” EDC’s subsidy policy should require an industry by industry analysis to identify
and distinguish between competitors and recruit those firms that are “high wage-high
productivity” employers vs. “low wage-low productivity.” New York City has a densely
populated area of 8.5 million people with strong infrastructure; service providers and developers
should want to service this market.

' Job Growth Does Not Have To Come at the Expense of Job Qualit.y

As of December 2010, the National Employment Law Project counts 123 different Living
Wage Ordinance nationally; including six of the U.S.’s ten most populous cities and 12 of the top
25 X% Moreover, the Center for American Progress, reviewed 15 cities (including Los
Angeles, Philadelphia and Hartford) that have Living Wage laws in place and found wage
standards had no negative effect on employment levels, local business climate, or a city’s ability
to attract investment™ Their analysis found no evidence that Living Wage laws reduce

employment or economic development across industries and firm types general typically
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covered by these laws. ™ Specifically, there is no loss of employment in low-wage services,
retail, restaurants, hotels, manufacturing, back office, wholesale, and big-box retail businesses. ™"
These findings show that a living wage law is unlikely to have any harmful effects on a city’s
econorny.XIiii Furthermore, seventeen states (plus Washington, D.C.) have minimum wage rates
set higher than the federal minimum wage, as of January 1, 2011. There are ten states (AZ, CO,
FL, MO, MT, NV, OH, OR, VT, and WA) that have minimum wages that are linked to a
consumer price index."].i" As a result of this linkage, the minimum wages in these states are
normally increased each year, generally around January 1st.
Living Wage Mandates Positively Impact Employers

As more cities and municipalities pass wage standards and living wage laws the evidence
mounts that business owners and developers reap the benefits in the form of decreases in
absenteeism, reductions in turnover, reduced training and recruitment costs, and productivity
gains; speéiﬁcally, existing employees become more productive reducing replacement costs.
- Tucson, Arizona, is one of the best exé:mp]es of how wage standards are a best practice for
employers™ It is unique in that it has both a LWO and a voluntary living wage program.™™
Subsequent research on the effects of the Tucson experiment found two-thirds (66 percent) of
contractors that support the LWO reported an improvement in workér morale and a reduction in
employee turnover since the LWO was passed. ™ Slightly more than half (56 percent)
experienced a decrease in absenteeism. They also noted increases in productivity (44 percent), a
reduction in accidents (22 percent) and theft (22 percent), as well as a decrease in the number of
overtime hours they paid employees (11 percent). Furthermore, a majority of the companies

belonging to the GBP supported the continuation of the city’s LWO, suggesting most’

participants view the two approaches as complementary rather than antithetical X"
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We have seen this phenomenon manifest locally, Cooperative Home Care Associates, a
N.ex;v York employer of 450 workers, has dropiaed their turnover rate to 20 percent compared to
the 60 percent industry average because they were paying their workers 20 percent above the
industry average as well as providing health benefits, training, and compensation for travel time

to see clients ™

Living Wage Laws Lead to More Efficient Public Contracting

In Fiscal Year 2010, New York City procured almost $17 billion worth of supplies, services and
construction through almost 56,000 transactions.’ Consequently, concerns have risen over the
impact of the Fair Wages for New Yorkers Act on the City’s contracting process. Research has
shown “that firms tend to absorb the wage increase mainly through efficiency gains, specifically
through lower rates of turnover and vacancies, leading to increased employment stability; and
thﬁs raising both employee morale and productivity.”" For example, two studies on the impact of
Living Wage laws in Baltimore found:

* The cost increase to the city after the living wage ordinance went into effect (1.2% for the
contracts examined) was less than the rate of inflation over this period,

»  Workers interviewed for one of the studies reported no change in employment levels at their
workplaces in response to the wage increases;

» There was a small decrease-concentrated among smaller firms-in the number of bids per contract
after the ordinance went into effect; this small decline, however, did not appear to lower
competitiveness or raise contract costs;

» Interviews and case studies with affected employers suggests some absorption of labor cost
increases through efficiency gains, particularly lower turnover;

e  While there is evidence that the ordinance raised wages for those at the bottom of the wage scale,

the affected group appears to be small.
Furthermore, as noted earlier, New York already has a living wage in city contracting in the form

of prevailing wage requirements for construction jobs. The prevailing wage law was met with
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similar opposition, as was vetoed by then Mayor Giuliani claiming “This bill, while purporting
to help low-wage employees, would in reality do little to provide long-term economic betterment
even for the narrow class of workers covered by its provisions.”lii In reality, New York continued
to see a demand from developers to build in the city. A review of these requirements, as well as
those in other states, by the Economic Poliﬁy Institute concludes:

“An overwhelming preponderance of the literature shows that prevailing wage regulations

have no effect one way or the other on the cost to government of contracted public works

projects. And as studies of the question become more and more sophisticated, this finding

becomes stronger, and is reinforced with evidence that prevailing wage laws also help to

reduce occupational injuries and fatalities, increase the pool of skilled construction workers,

and actually enhance state tax revenues.”™ :

Benefits to the Workers are Beyond the Direct Salary Increases

Requiring Living Wages as part of the New York City subsidy policy is intended to promote
self-sufficiency and less government dependency. Roberts Pollin’s research continues to show
higher wages will mean lower government subsidies, including Medicaid, food stamps, and the
EITC'Y. The living wage and EITC are complimentary to one another. At the local level, the
“gdvantage of an EITC over a Living Wage is that the EITC brings more outside ﬁmds into
the metropolitan area . . . Moreover, from a policy standpoint, the EITC target[s] the neediest
population: all of its benefits go to low-income families, and none of the EITC income is
taken into account in determining the recipient’s eligibility for other means-tested benefits.”"
Eighty to ninety percent of the workers who receive Living Wage increases are adults well into
their career.”” The overwhelming majority come from falﬁilies living below a basic budget

line." The primary strength of wage standard is that it rewards work directly, in people’s

paychecks.h'iii Consequently, it increases motivation and self-respect among workers, which in
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turn results in higher productivity and lower absenteeism.™ In addition, wage standards do not
impose increased burdens on government budgets.
Conclusion

We cannot continue doing business as usual. We must make change and we will move forward
with this bill.

We are committed to working with all those that have raised honest concerns about this bill. The
final version of the “Fair Wages for New Yorkers” Act will be inclusive; so that affordable

housing can continue to be built in this city and that small businesses are protected.

But there is no more time to wait. Our bill currently has 30 City Council co-sponsors, as well as
the support of dozens of other unions, community organizations and civic activists. All of us
agree on one thing: when billionaire developers beg for taxpayer handouts to make their projects
work, they must do better by the peopie they hire. We can no longer tolerate developers picking
the poékets of the taxpayer in order to create poverty wage jobs. The “Fair Wages for New

Yorkers” Act will change the way we do business in this City. There is no more time to wait.
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JOINT TESTIMONY OF THE QUEENS & BRONX BUILDING ASSOCIATION AND
THE BUILDING INDUSTRY ASSOCIATION OF NEW YORK CITY, INC. BEFORE
THE CITY COUNCIL COMMITTEE ON CONTRACTS
May 11,2011

Good Afternoon, my name is Robert Altman and I represent the Queens & Bronx Building
Association and the Building Assoctation of New York City. [ am also here representing myself.

Both Associations wish to go on record as VEHEMENTLY opposing Intro. 251 in any form.
We cannot think of any way in which this bill can be amended where it would be salvageable.
The main reason for that is business, even if they paid the amounts required by this bill, before
they even took advantage of any tax break, would not want to have to deal with the paperwork,
bureaucracy or potential for audit.

In fact, even if a retailer or commercial outfit were willing to rent space in a development project
that fell under this law because it met the wage requirement for all its employees, why would it
want to subject itself to being more paperwork? Why would it want to subject itself to an audit?
Why would it want to subject itself to the City bureaucracy? It would be easier to just go
somewhere else.

Moreover, as [ am sure others will discuss today, this bill will change the economics of projects
for parts of the 421-a programs (and other programs as well). But in case no one has, it would
seriously damage the economics of projects and jeopardize the use of retail space in such
projects to make them more economically viable, creating another blow to housing projects in
this City at a time when housing is what it needs most.

On another front, certain members of the public and the Council like to criticize IDA projects, so
let’s discuss that for a second. And it is important to keep in mind that most IDA projects are for
small businesses.

With IDA, there are already a myriad of conditions a business must meet. You might say what is
one more. But the fact is should every worker make a “living wage?” Some jobs are minimum
wage jobs. They do not justify a higher rate. And requiring every worker to do so will just harm
the workers who should make more in another more skilled position, because you begin to
change the economics of the business.

And again, with IDA, many of these businesses are staying in the City even though they have
considered another locale. The City grants these benefits to make it so the business can be
competitive to do business in New York City. Now, by the sheer force of this bill, you have
changed the economics of IDA to make the City less competitive and further ensuring that the
business does in fact move out. Do you really want that? You can say, “no” and sprout
platitudes, but the fact is this is what it does. And with Governor Christie in New Jersey being
aggressive in trying to attract these businesses, | am sure he is rooting for the passage of this bill
to make his life easier. Neither the Council, nor any other body, can tilt at the windmili of
economics.



It is one thing to take advantage of an IDA project where there are compliance requirements.
And EDC has a large unit devoted to this. But this'bill is very broad and frankly, the City has no
real ability to insure compliance, which would make this yet one more example of a City law
where if there is enforcement, it will ultimately wind up being selective enforcement.

And that brings up some technical flaws in the bill. For example, there are multiple programs
administered by the City that are actually the subject of State law. These include the Relocation
Employee Assistance Program, the Energy Costs Savings Program and the Commercial
Expansion and Revitalization Programs. Are these programs subject to the law? If so, then the
City is essentially amending State law, something which [ believe it is pre-empted in doing so.

And what about the green legislation that has passed with its tax breaks. Are we sacrificing the
incentives to go green as well?

The Council loves to sing the praises of small business. And it says it does not want to impact
small business, but these thresholds are so low that even quadrupling them, you will impact
small business. What does the Council consider a small business? I doubt that it has a legitimate
definition. The United States Small Business Administration’s definition for a manufacturer can
go as high as 1,500 employees. For warehousing, it can go as high as 500. My guess is that the
majority of Council Members consider the definition of small business as having around ten
employees.

In 1993, as an attorney with the City Council of New York, [ assisted with an amendment to the
Industrial & Commercial Incentive Program, one of the City’s primary incentive programs at the
time. A colleague who analyzed its impact on the cost of doing business in New York City was
quite pleased with the legislation. He noted that businesses relocating from Manhattan to the
boroughs could gather significant City benefits, and with the deeper benefits for manufacturers,
it was enough to make those boroughs competitive versus the surrounding region with respect to
non-labor costs. He further explained that City government cannot lessen labor costs so the
higher labor costs would simply have to be a cost of doing business in New York City.

Fast forward 16 years. I now assist many small businesses, mostly between 10 and 100
employees, relocate within the City and obtain incentive benefits from City government.
Sometimes this is within my job as their real estate attorney and sometimes it is my sole job for
them. Most of these businesses appreciate the smoothness with which the process can be
handled and the fact that government does not unnecessarily interfere with the operations of their
business, although even that fact has had its setbacks in the past few years.

But now comes [ntro. 231, a bill that seeks to impose wage standards on these businesses. For
businesses that it impacts, it {s an open invitation to move out of state. The competitive
advantage created by the City’s incentive programs would be virtually eliminated and frankly, if
businesses came to me seeking to relocate, [ would have to advise them to move to New Jersey.
For businesses already meeting the standard, the paperwork and time consumed by the reporting
requirements would just not be worth the hassle. These businesses too would become prime
candidates to move out of state. This bill is a disaster, crafted to ensure the death of



manufacturing in New York City and to accelerate the exodus of small business from New York
City.

And it is just not because we are in bad times that such legislation should not be passed. This
City’s comparative high cost of business is true both in good times and in bad. The incentive
programs have the same impact on comparative costs in good times and in bad. So putting
restrictions on the City in “good times™ will simply ensure that businesses leave then.

Many businesses do not have to be in New York City and their presence here is amazing despite
the blizzard of tickets that they receive, the hassle from the different levels of government, and
the myriad of City and State regulations that they face. Incentive programs lessen the burden
while promoting economic development, something this City desperately needs. Virtually
eliminating these benefits by sticking businesses with new costs, or forcing them to endure more
paperwork are simply ways to ensure they leave the City sooner. [ don’t want to advise
businesses to move to New Jersey, but if Intro. 251 passes, in order to have any credibility, I will
need to do so.

Everyone sympathizes with the intent of this legislation. But the way to improve in life is not to
put conditions on low-skill and no-skill jobs. You are successful people. You are where you are
today because you went and got an education. You graduated from college. You put in your
hours studying. This is the way to success. It is not a guaranty of it, but it is the way that
success has generally occurred in this country and that blueprint has been clear for some time. If
you really want to help those workers, you would focus more on education and skill
development, instead of this pie-in-the-sky, feel good bill that is really created to have New
Jersey say thank you to you for helping its economic development due to the all the businesses
that it will welcome after any passage.

And then when the impact of this bill is finally felt, you can give this city a new name.... South
Buffalo.
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The Honorable Darlene Mealy, Chair
Committee on Contracts

New York City Council

New York, New York 10007

Re: The Fair Wages for New Yorkers Act
Madame Chair:

Thank you for this opportunity to speak in support of the Fair Wages for New Yorkers
Act.

The New York City Coalition Against Hunger NYCCAH), is a local nonprofit
organization that supports the more than 1,200 food pantries and soup kitchens in the
New York City area. Our goal is to make food accessible to all New Yorkers through
advocacy, legislative efforts, community organizing, and by providing skilled volunteers
to build the capacity of emergency food providers.

Inequality of Wealth

The number of billionaires based in New York increased from 56 to 57 between 2009 and
2010, and their collective net worth increased by $19 million dollars (from $183.5 billion
to $202.65 billion), even as poverty soared, according to data released in Forbes
magazine and analyzed by NYCCAH.

Recently, the Food Research and Action Center (FRAC), in Washington, D.C, released
its annual food hardship report which named New York City as having the hungriest
congressional district in the nation, for the second year in a row based on research
gathered in 2009 — 2010.

It is a sad and common misconception that the majority of people using the services of
food pantries and soup kitchens are out of work or lazy. The reality is that with the cost
of housing, food, property taxes, prescription medicine, and healthcare on the rise, the
working poor are relying on these services more and more.

50 Broad Street, Suite 1520 « New York, NY 10004 « Phone: {212) 825-0028 » Fax: {212) 825-0267
Email: info@nyccah.org « Website: www.nyccah.org



Another misconception is that the City is broke. In order to spur the economy and
balance the budget crucial program must be cut and tax incentives and subsidies must be
provided to the ultra-rich and corporations. It is not that the money 1s not there, it is just
that it is being spent on initiatives that continue to widen the chasm of wealth disparity.

That $19 billion increase in billionaire wealth between 2009 and 2010 would pay for
913,461 full-time jobs “living wage” jobs at $10 an hour, annually, and over 794,314
full-time “living wage” jobs at 11.50 an hour, annually.

But perhaps an example closer to home may drive home the previous point. City
taxpayer money paid one million dollars for a research study which denounces the
usefulness of a living wage. Ironically, the one million dollars it cost to produce the
study would have paid the annual salary for 48 “living wage” workers.

A Step in the Right Direction

There are nearly 1.4 million people suffering from food insecurity in New York City.

A person earning the minimum wage with a family is still living at or below the poverty
line. Providing jobs at $10 per hour with benefits and $11.50 per hour with benefits
would certainly do more to ease the burden of people already struggling to make ends
meet, While this legislation would be monumental, it is important that it be seen as a
necessary step in a much larger fight toward the end to poverty.

In 2006, the National Low Income Housing Coalition created the “housing wage”. This
is a calculation of the full-time hourly wage that a worker would need to earn in order to
pay what the federal government estimates to be the Fair Market Rent for a home where
that worker lives, while spending no more than 30 percent of that worker’s income on
housing costs. The 2006 National Housing Wage for a two-bedroom rental unit was
$16.31 per hour.

We have a long way to go, but the easiest way to eat an elephant is one bite at a time.
Conclusion

The single best way to reduce hunger is to ensure that all people working full-time earn
enough to feed their families and meet all other basic nceds. While a number of bold
steps are needed to return America to a time of living wage jobs, passing the Fair Wages
for New Yorkers Act in the City Council is one immediate step.

NYCCAH would like to thank Chairwoman Mealy and the Committee on Contracts for
this opportunity to express our support for the Fair Wages for New Yorkers Act and
would gladly augment this statement by providing the Committee with more detailed
information regarding the points we made today.
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Thank you for the op_po‘r'tunity to testify. I'm Adam Friedman,
Director of the Pratt Center for Community Development, and
founder of the New York Industrial retention Network, now a

program of the Pratt Center.

It seems almost too obvious a proposition to state, but the City
should focus its scarce economic development resourceson projects
and programs that will generate the most good, and by good we
mean tax revenues, living wage jobs, a better quality of life and
stronger neighborhoods. A Living Wage law represents an important
step toward building the 21st-century economy New York City needs
-an éc’dnomy that is productive, resilient, and sustainable.

New York City should not be in the business of subsidizing real
estate development whose avowed benefits are the creation of low-
wagejbbs, and whose collateral damage includes local retailers, our
environment, andour neighborhoods. We pour hundreds of millions
of public dollars into shopping malls, big box stores, sports arenas,
and parking garages. | |

These projects are wrong for our econdmy - they drain spending
power out of our neighborhoods and into the coffers of



multinational corporations. They are wrong for our environment and
our neighborhoods - they generate thousands of car trips and |
undermine walkable local retail streets. And they are wrong for our
workforce - they create low-wage jobs that trap families in poverty,
and further strain our resources to pay for food stamps, Medicaid,_
‘and other supports that constitute a hidden subsidy-to low-road

~ employers.

A well-crafted living wage law would remove incentives for
theseultimately destructive projects, and would reserve subsidies for -
employers who pay their workers a decent wage. Incentive programs
that provide no-strings support to office towers, luxury condos,
chain stores, malls, and big box stores put employers who pay
higher wages - including manufacturers - at an artificial
disadvantage. They enable low-wage employers to outbid high-road
companies - companies like Ice Stone, who manufactures recycled
glass surfacing materials in the Brooklyn Navy Yard. They make a
sought-after, high-quality product, they divert glass out of the
waste stream, and they pay their entry level workers $12 / hour.
Daedalus Design and Production paints scenery for the
entertainment industry. Their entry level workers make $18/hout;
experienced workers earn $26. The founders of both of these
companies have written to attest that living wage legislation would
not hurt them, but would help them, and others like them, by
leveling a playing' field that is now tilted in favor of low-wage
retailers.

Studies bear out what we’ve learned in our work with hundreds of
“manufacturing firms during the past 15 years: manufacturers pay
significantly higher wage's than retail, restaurants, and other service
businesses. Most manufacturers would not be affected by living



wage legislation as proposed, because they already pay more than
the levels required by this bill.

That said, there remains work to be done to ensure that living wage
requirements don’t unreasonably burden good employers.
Exempting all manufacturing firms would harm few workers, if any.
Some firms may pay entry-level workers less than the bill would
mandate. But unlike service employers, manufacturers offer
opportunities for those workers to advance into higher-paying
positions, even if they lack a high-school diploma.

We would also seek changes - such as a higher level of assistance as
the threshold that would trigger the living wage requirement - that
would prevent beneficiaries of modest subsidies from being
disproportionately burdened.

We look forward to working with the Council and with businesses to
craft regulations that provide both accountability and-efficient
targeting of public subsidies, and that don’t burden the small firms
that are the real engine of our economy. New York City must align
our subsidy and land use policies to support a 21st century economy
that is competitive and resilient by virtue of its productivity,
innovation, and diversity. We can’t build that economy on a base of
real estate development and retail consumption. A living wage bill
alone won’t build that economy - but it is a stone in the foundation
we need to lay. '



Pratt Center for Community Development - 718-636-3486 200 Willoughby Avenue
Brooklyn, NY 11205

afried man@prattcenter.netwww.prattcenter.net

NOTE: This testimony was prepared by the Pratt Center for Community Development.
It does not necessarily reflect the official position of Pratt Institute.
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The New York City Council is considering legislation that would require the recipients of
economic development subsidies for large projects to pay their employees at least a living wage
($10 an hour with medical benefits or $11.50 without). This requirement would also apply to the
employees of tenants in these subsidized developments, such as cashiers in a retail mall or
cafeteria workers in a commercial office building. Mayor Bloomberg’s administration has
expressed its opposition to this bill in particular and at times to wage standards generally.

1. Since 1990, pay for low-wage workers has declined. Over the past 20 years, real wages for
low-wage NYC workers have dropped, despite the fact that these workers’ educational
attainment has dramatically risen.

The wages of workers at the 20™ percentile of the wage distribution are typically taken as
representative of those of low-wage workers; 20 percent of workers have wages at or below

this level. In
1990, workers ~ New York City low-wage workers’ wages have declined nearly

at the 20™ eight percent over the past 20 years, even as their educatmnal
percentile in attainment has risen. :

NYC eamed $11.00 o
$10.85 an hour

(in inflation- 510.80 %
adjusted 2010 o
dollars). (See $1050
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Source: FPI analysis of Economic Policy Institute Current Population Survey data.

! For background on the quality of jobs in projects receiving subsidies in New York City, see Fiscal Policy Institute,
Good Jobs New York, and the National Employment Law Project, dn Overview of Job Quality and Discretionary
Economic Development Subsidies in New York Cify. February 2011.

http:/Awww. fiscalpolicy.org/FPI_GINY NELP SubsidizedEmploversCreatel owWageJobs.pdf.
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While NYC low-wage workers” wages have declined since 1990, their level of education has
increased.” In 1990, 23 percent of workers earning less than $10 an hour (in inflation-
adjusted 2010 dollars) had a minimum of some college attendance, if not a college degree or
higher. By 2000, this figure had risen to 30 percent. In 2010, fully 39 percent of NYC
workers at this wage level had at least some college attendance.

Increased levels of educational attainment should have led to higher, not lower, wages.

Low-wage jobs keep many families from rising above the poverty line. Over the past two
decades, there has been an increase in NYC in the number of families with one or more
workers who fall below the poverty level.

In its report to Mayor Bloomberg, the New York City Commission for Economic
Opportunity noted this “large growth in the number of people who work but remain in
poverty,” and argued that “[p]laying by the rules and being rewarded for hard work must
be the ticket to financial security for our city’s families. 53

It is commonly assumed that families living below the poverty line are not working. Yet, of
the nearly 400,000 NYC families at or below the federal poverty level in 2008-2009, 38
percent had at least one family member who was employed.* The simple fact is that having 2
job is no guarantee of living above the poverty line.

Working poor families as a share of total poor families have nearly doubled over the past two
decades, growing from 20 percent in 1989-1990 to 31 percent in 1999-2000 to the present
level of 38 percent. Following welfare reform policies in the 1990s, public policy
emphasized the primacy of employment for the poor, yet for employment to be a path out of
poverty requires jobs that pay a living wage.

Many families depend on low-wage workers’ earnings, and their wages make a big
difference for children’s outcomes. Retail is the industry with the largest number of low-
wage workers in New York City. And the earnings of low-wage retail workers account on
average for more than half of their family’s earned income. These are not people working for
pocket money, their jobs support NYC families—with critical repercussions for families and
in particular for young children. '

On average, the wages of NYC retail workers in non—manaoenallnon-profe551onal
occupations represent 52 percent of their family’s eamned income.” And, defying the

2 FPI analysis of Economic Policy Institute Current Population Survey data.

* The New York City Commission for Economic Opportunity, Report to Mayor Michael R. Bloomberg: Increasing
Opportunity and Reducing Poverty in New York City. September, 2006.

httn Iiwww.nve.govihiml/ceo/downloads/pdffcea_report.pdf.

* FPI analysis of Current Population Survey Annual Social and Economic Supplement data. Families c0n51deled to

be “working poor” if: 1} family income at or below federal poverty level; and 2) reported total hours employed
among all family members equaled at least one thousand hours during previous calendar year.
* FPI analysis of Economic Policy Institute Current Population Survey data,

FPI May 5,2011 ' 2
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stereotype of teenage workers predominantly holding low-wage retail jobs, the average retail
worker in these occupations in NYC is 36 years old.

The importance of these workers’ earnings for their children’s welfare is becoming
increasingly clear. Previous research in child development has pointed to the link between
Increases in poor families” income levels and children’s eventual achievement in school and
later in the labor market as adults. Recent findings have focused on the #iming of income
increases, indicating that increases in family income for poor families during the early
childhood years (0-5 years) are associated with improvements in children’s future earnings
and hours worked as adults.® For instance, for a family with an annual income of less than
$25,000, a §3,000 increase is associated with a 17 percent improvement in children’s
earnings in adulthood.

4. Raising the pay of low-wage workers boosts consumer demand and helps neighborhood
businesses. Low-wage workers spend their additional income, improving living standards for
themselves and their families while stimulating demand in the broader economy.

It is well established that lower-income households spend a larger share of their income than
do those in higher income brackets. When workers buy goods and services, doing so benefits
neighborhood businesses, many of which are small. If these business owners see demand for
their products and services rise, they have reason to hire more workers and expand their
orders from suppliers. In this way, new spending creates a multiplier effect in the larger
economy, as the initial increased consumption sets in motion a chain of subsequent economic
activity. Neighborhood businesses directly benefit when workers’ wages rise.

5. It’s basic fairness for workers to share in the fruits of their productivity. Over the last
two decades, the NYC economy has grown substantially, yet NYC workers have not shared
in the productivity increases they have generated.

NYC Gross Domestic Product grew by 63 percent between 1990 and 2007, about 2.9 percent
annually.” Changes in technology and increased levels of education have helped make the
city’s workers more productive, contributing to this economic growth. Yet workers’ real
median hourly wages—the wages earned by those in the middle of the wage distribution (the
50" percentile)—actually decreased over these years, falling 8.6 percent, and wages at the
20" percentile fell even further.®

6. Employers who pay very low wages shift a burden to public assistance. With insufficient
wages, many low-wage workers receive one form or another of public assistance, such as
Food Stamps or Medicaid. When this happens with workers in subsidized developments, the

]

5 Duncan, Greg J., and Katherine Magnuson, “The Long Reach of Early Childhood Poverty,” Pathways, Winter
2011. http://www.stanford.edu/eroup/scspi/ _media/pdffpathwavs/winter 2011/PathwaysWinterll Duncan.pdf.
? Fiscal Policy Institute, Grow Together or Pull Further Apart? Income Concentration Trends in New York,
December 13, 2010. http://www.fiscalpolicy.org/FPI GrowTogetherOrPullFurtherApart 20101213.pdf.

8 Fiscal Policy Institute, Grow Together or Pull Further Apart?

FPI May 5, 2011 3
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developers get a double subsidy: a direct one for the project and an indirect one when public
funds are required to compensate for the low wages these businesses pay.

An analysis of public assistance usage in New York State found that nearly 900,000 families
enrolled in one or more of six public assistance programs had at least one family member
employed year-round.” Health care (reflecting the large and growing number of low-wage
home health care aide jobs) and retail topped the list of industries that were
disproportionately represented—their shares of enrolled workers were substantially higher
than their share of workers in the overall labor market.

7. NYC has dramatically increased the amount it spends subsidizing businesses over the
past 10 years. In the past decade, the value of business tax subsidies grew by 180 percent—
two and a half times faster than overall NYC tax collections. We shouldn’t be investing these
public resources in poverty-level jobs. )

From less than $920 million in Fiscal Year 2001, annual business tax expenditures in NYC

rose to well over $2.5 billion in Fiscal Year 2011.'% At a time of city budget shortfalls and

cuts to public services, it is all the more essential to use these public resources wisely.

- 8. City land use policies have tremendously increased the value of land for developers in

NYC. In the wake of re-zoning actions by the city, land values in areas such as Hudson
Yards and Greenpoint-Williamsburg grew much faster than the overall increase in NYC land
values. Subsidized developers in these areas reaped huge financial rewards as a result.

For example, in Greenpoint-Williamsburg on the Brooklyn waterfront, the City rezoned
several parcels of land from industrial use to high-rise residential. Over four years from 2003
to 2007, property values in this area rose by 120 percent, one third faster than in the rest of
Brooklyn.!! Developers are clearly in a position to ensure that workers are paid decent
wages.

9. A living wage requirement benefits employers as well as workers. It is important to bear
in mind that paying higher wages results in benefits as well as costs to employers: wage
requirements can lead to greater efficiencies such as reduced turnover, better customer
service, and savings in recruitment and training costs. Moreover, any cost of the wage
requirement may be offset by developers through lower rents charged to tenants in city-
subsidized developments, thus further minimizing any effect on profits for employers.

Previous estimates put the cost incurred by businesses affected by living wage ordinances at
a small percentage of operating costs, from less than 1 percent to less than 3 percent

% Bernhardt, Annette; Anmol Chaddha; and Siobhén McGrath, When Work Doesn’t Pay: The Public Cost of Low-
Wage Jobs in New York State. National Employment Law Project. December 2008. http://www.nelp.org/page/-
/ETP/PublicCostReport08.pdf.
1% Fiscal Policy Institute analysis of New York City Finance Department Annual Report on Tax Expenditures, FY
2001, and FY 2011; NYC Economic Development Corporation Local Law 48 report for FY 2009; and Independent
Budget Office, Budget Options for New York City, April 2011.
hitp://www.ibo.nyc.ny.us/iboreports/options2011.pdf.

1 PPI and Good Jobs New York analysis of Department of Finance data.
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depending on industry.12 There are huge profits to be made on large commercial
developments in NYC such as the malls, stadiums, and office buildings that have received
subsidies. Big developers can certainly afford to absorb the cost of ensuring that cashiers,
custodians, and security guards receive a living wage, and doing so will in no way jeopardize
their ability to profit quite handsomely.

Further, following adoption of a living wage, employers have reported decreased turnover,
improved employee morale, and better customer service.”” Low-wage industries are
characterized by high tarnover, so higher employee retention can translate into substantial -
savings for employers on recruitment and training. This is good for the city, good for
employees, and a minimal burden mixed with tangible benefits for employers.

Employer benefits of a living wage have not been confined to the 1J.S. Referring to London’s
living wage, the United Kingdom Chairman of the global firm KPMG stated, “We have
found that paying the Living Wage results in higher levels of motivation, loyalty and
productivity. Turnover amongst staff receiving the Living Wage has more than halved.”*
KPMG is among dozens of prominent firms such as Bank of America Merrill Lynch,
Goldman Sachs, JP Morgan, Morgan Stanley, PriceWaterhouse Coopers, and Prudential to
have voluntarily adopted London’s living W&tge.13

10. The gap between poor and rich has never been higher in New York City; an expanded
living wage requirement is one of many things needed to redress that. Income
concentration in the U.S. is at an historic high—23.5 percent of the income went to the top 1
percent of eamers in 2007, a level not matched since the stock market crash of 1929. Extreme
as that is, the situation is even more dramatic in New York City where in 2007 the top 1
percent received 44 percent of income, up from only 12 percent in 1980. Among the 50
largest cligies in the U.S., New York City ranks worst with respect to inequality of household
income.

12 pollin, Robert; Mark Brenner; Jeannette Wicks-Lim; and Stephanie Luce, A Measure of Fairness: The Economics
of Living Wages and Minimum Wages in the United States. Tthaca: Cornell University Press. 2008.

Reich, Michae!l, and Peter Hall, “Living Wages at the Airport and Port of San Francisco: The Benefits and the Cost.”
Institute of Indusirial Relations, University of California, Berkelsy. October 6, 1999.

http:/Awww irle berkelev.edu/research/livingwage/sf oct99.pdf.

¥ Reich, Michael; Peter Hall; and Ken Jacobs, “Living Wage Policies at the San Francisco Airport: Impacts on
Workers and Businesses.” Industrial Relations, January 2005, 44, 106-138. Available at
http://laborcenter.berkelev.edw/livingwage/.

14 Greater London Authority, “Global Giants Sign Up to Pay Staff the London Living Wage.” November 16, 2010.
http:/www.london.gov.uk/media/press_releases mavoral/global-giants-sign-pay-staff-london-living-wage.

London Economics, An Independent Study of the Business Benefits of Imp!ementmo a Living Wage in London: Final
Report for Greater London Authority Econoniics. February 2009.

hitp://www.london. gov.uk/mavor/economic unit/docs/hivine-wage-benefits-report.pdf.

5 Greater London Authority, “Global Giants Sign Up to Pay Staff the Loadon Living Wage.” Greater London
Authority, 4 Fairer London: The 2010 Living Wage in London. June 2010. Available at

http:Awww. london.gov. ukfwho-runs-londom’mavor/nubhcatlons/busmess and-economy/2010-living-wage-london.

1 Fiscal Policy Institute, Grow Together or Pull Further Apart?
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Research has pointed to the failure of malntalmng the real value of the minimum wage in
contributing to widening income inequality.'” Boosting the wages of low-wage workers is a
modest but important step and one of many measures needed to ensure that the benefits of
economic growth don’t all accrue to the top.

Conclusion

Rising educational attainment yet falling real wages. A sharp rise in the working poor. And a
staggering degree of income inequality unequaled in the city’s past. This is not an economy that
is working well for New Yorkers.

Requiring a modest living wage for publicly-subsidized economic development projects in New
York City is not a panacea for these problems. But it is one sensible step that New York can take
to ensure that the billions of dollars-annually expended by the city on business subsidies are not
an investment in more of the same.

Deputy Mayor for Economic Development Robert Steel recently reiterated the administration’s
opposition to a living wage, arguing that the City should not intervene in the labor market. Yet,
when asked if providing economic development subsidies did not constitute an intervention in
the real estate market, he maintained that subsidies are Jjustified because they serve the larger
policy goal of economic development.

In fact, government intervenes in the labor market every day—we have a minimum wage, child
labor laws, and health and safety standards, and we are better off for it.

And surely allowing low-wage workers to support themselves and their families in dignity is a
worthy policy goal of the administration, one as important as the goals served by developing
shopping complexes and stadiums. When the government intervenes in the market to provide
subsidies to developers, it is not too much to ask that the investment of public money results in
jobs that pay a living wage.

More than ever, New York taxpayers need to know that public resources will be used to further
opportunity for all of the city’s residents, not just a wealthy few.

The Fiscal Policy Institute (www.fiscalpolicv.org) is an independent, nonpartisan, nonprofit
research and education organization committed to improving policies and practices fo better the
economic and social conditions of all New Yorkers. Founded in 1991, FPI works to create a
strong economy in which prosperity is broadly shared.

17 Fortin, Nicole M., and Thomas Lemieux, “Institutional Changes and Rising Wage Inequality: Is there a Linkage?”
The Journal of Economic Perspectives, Spring 1997, 11, 75-96.
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May 12, 2011
TESTIMONY OF LAWRENCE A. MANDELKER for
THE NEW YORK METROPOLITAN RETAIL ASSOCIATION (NYMRA)
COMMITTEE ON CONTRACTS
Chair: Hon. Darlene Mealy

NYC COUNCIL INTRO 251-A (2010)

Chairwoman Mealy and Members of the Committee: | represent NYMRA, the
New York Metropolitan Retail Association. NYMRA is an organization of national chain
retailers operating in the City of New York. NYMRA objects to the entire concept of the
bill, as well as to several specific provisions.

Objection to the Concept of Intro 251-A

You face difficult choices. Programs once considered sacrosanct face substantial
cuts or even elimination. Dedicated municipal empioyees face the loss of their jobs.
Each day you are asked to define the role of government by choosing what to fund, and
if so, to what extent.

The City offers economic development benefits to retain and create new private
sector jobs. When, as in most projects, they aggregate at least $100,000, Intro 251-A
refers to these benefits as “Financial Assistance.” In these economically parlous times,
should the City continue to provide “Financial Assistance?”

The answer is a resounding “yes.” Financial Assistance helps to: revitalize and
stabilize outer borough neighborhoods; create new, and retain existing jobs; maintain
the City’s tax base; and keep the City's unemployment rate significantly below the
national average. The City provides "Financial Assistance" because it is in the City's
interest to do so, not because it has a soft spot for businesses and developers. Why
then would the City want to undermine the effect of its Financial Assistance? intro 251-A
would force businesses to balance the reduced cost of developing or expanding a
facility, or renovating it to make it more sustainable against the imposition of 30 years of
increased labor costs, compliance reporting and the cost of responding to investigations
and audits by the Comptrolier.

After hospitality and tourism, retail is the City’s largest private sector employer. It
is a hallmark of the retail industry in general, and big box retailing in particular, that even
entry level jobs provide a pathway for promotion and greater financial reward. A person
can literally advance from the mail or stock room to the executive suite over the course
of a career.

Because an economic development project often involves economic leases and
subleases, and because consulting arrangements can be used to avoid the reach of
fabor laws, Intro 251-A includes all landlords, subtenants, contractors, sub-contractors
and on site service contractors who perform work at the site, and not just those which



may be affiliated or controlled by a Financial Assistance Recipient in its definition of a
“covered employer”. Retailers often use independent contractors such as janitorial,
parking or security services. Intro 251-A would increase the cost of those services, too.

Retailers operate on a thin margin of profit. |f the cost of full time, part time,
seasonal, temporary and contract labor, including the cost of compliance reporting and
audit — all operating costs — are increased, either they will be passed on to the
consumer, or be offset by a corresponding reduction in operational costs. In this climate,
retailers will try to hold the line on prices. They'll offset the increased employment costs
imposed by this bill by hiring fewer entry-level, seasonal and other workers. The effect
will be the creation or retention of fewer jobs.

Obiections to Specific Provisions

Proposed §6-130 (e) (3) creates a rebuttable presumption that any adverse
employment action taken within 60 days of an employee exercising or even inquiring
about her rights under Intro 251-A constitutes retaliation. The presumption should not
apply if, at the time when the employee exercises or inquires about her rights, she is
already subject to disciplinary action documented under the employer's normal policies
and procedures.

Finally, as with the federal civil rights laws, an award of attorney’s fees should be
available to the prevailing party and not just to a prevailing employee.

Lawrence A. Mandelker, Esq.

Kantor, Davidoff, Wolfe, Mandelker, Twomey & Gallanty, P.C.

51 East 42nd Street, Fioor 17, New York, NY 10017

Ph: 212-682-8383 || Fx: 212-949-5206 || Em: mandelker@kantortawonline.com




Testimony on NYC Living Wage Proposal
NYC Council Committee on Contracts, May 12, 2011

Professor Joseph J, Sabia )
United States Military Academy

Today’s living wage proposal is based on the best of intentions—a desire to lift working families out of
poverty and to stimulate economic growth. These objectives are laudable, but we must judge the quality
of a policy by its results rather than its intentions. And the best evidence we have suggests that most
working families will not benefit, and many will lose, if this proposal is passed. Far from being a “shot
in the arm” for the economy, a living wage may deliver 2 “blow to the gut” when we can least afford it.

My work with Cornell University Professor Richard Burkhauser has shown that legislated wage
increases over the last two decades have failed to reduce poverty rates. What explains this surprising
. finding?

First, a living wage will not lift a family out of poverty if a job is destroyed as a result of its
implementation. Professors David Neumark and William Wascher have shown that while some low-
wage workers who keep their jobs will see higher incomes and may be lifted out of poverty, those who
are laid off—or have their hours substantially reduced—will be unequivocally worse off.

New York’s vulnerable populations have been particularly hard hit by recent increases in wage
mandates. I, along with Professor Burkhauser and University of Oregon Professor Benjamin Hansen,
found that New York State’s 2005-2007 minimum wage increase reduced the employment of 16-t0-29

* year-olds without a high school diploma by over 20%. This result, which is consistent with Neumark
and Wascher’s recent synthesis of nearly 90 studies on the effects of minimum and living wages, points
to adverse employment effects among low-skilled populations. According to a recent survey, 75% of
labor economists agree with this conclusion.

Second, a living wage will fail to alleviate poverty because it is poorly targeted to those in need.
Professor Burkhauser and I recently explored who would benefit from a national “living wage” of $9.50
per hour. Using Census data, we found that even under the rose-colored assumption that no one will
lose his job after such a policy is enacted, only 11% of the benefits would accrue to workers from poor
households. The vast majority of benefits would be received by second or third-earners from
households with incomes over two or three times the poverty line.

Third, there is little empirical support for the claim that legislated wage increases stimulate sustained
economic growth. My research shows that minimum wage increases between 1997 and 2007 had no
effect on overall Gross Domestic Product and actually reduced GDP generated by lower-skilled

~ industries, including wholesale trade and manufacturing,

In closing, let us all agree that no New Yorker who works hard and plays by the rules should be poor.
But let us also agree that good intentions should not justify bad policy. The living wage should be
rejected in favor of policies that can deliver on their promises, such as an expansion in the New York
City Earned Income Tax Credit program. Such an expansion would increase labor force participation
and would be far better targeted to those in need than the living wage.

" The views expressed herein are those of the author and do not reflect the position of the United States Military Academy,
the Department of the Army, or the Department of Defense. :
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Minimum Wages and Poverty: Will a $9.50
Federal Minimum Wage Really Help the
Working Poor?

Joseph J. Sabia* and Richard V Burkhausert

Using data drawn from the March Current Population Survey, we find that state and federal
minimum wage increases between 2003 and 2007 had no effect on state poverty rates. Wheri we
then simulate the effects of a proposed federal minimum wage increase from $7.25 to $9.50 per
hour, we find that such an increase will be even more poorly targeted to the working poor than
was the last federal increase from $5.15 to $7.25 per hour. Assuming no negative employment
effects, only 11.3% of workers who will gain live in poor households, compared to 15.8% from
the last increase. When we allow for negative employment effects, we find that the working
poor face a dispropertionate share of the Jjob losses. Our results suggest that raising the federal
minimum wage continues to be an inadequate way to help the working poor. .

JEL Classificaﬁqn: J21, J31, J38

1. Introduction

Proposals to increase the minimum wage are politically popular because they are widely -
seen as an effective way to help the working poor (AP-AOL 2006). Former President Bill
Clinton captured this majority view in his statement of support for an increase in the federal -
minimum wage when he said: “It’s time to honor and reward people who work hard and play
by the rules....No one who works full time and has children should be poor anymore” (Clinton
and Gore 1992). The goal of helping the working poor was also an important motivation
" behind the most recent legislation to increase the federal minimum wage from $5.15 to $7.25
per hour in 2007, and it remaing a key rationale for Senate Bill 2514, the Standing with
Minimum Wage Earners Act of 2007, which would increase the federal minimum wage yet
again from $7.25 to $9.50 per hour.! ' : ' '

* American University, Department of Public Administration & Policy, School of Public Affairs, 4400
Massachuseits Avenue, NW, 336 Ward Circle Building, Washington, DC 20016, USA; E-mail sabia@american.edu,

t Cornell University, Department of Policy Analysis & Management, College of Human Ecology, 125 MVR Hall,
Ithaca, NY 14853-4401, USA: E-mail vbl@cornell.edy; correspoending author, _

We thank Andres Araoz for excellent research assistance and Melody Reinecke for excellent editing assistance,

was the R. . Downing Fellow in Social Economics in the Faculty of Economics and Commerce at the University of
Melbourne. The authors take responsibility for all remaining errors.
Received October 2008; accepted February 2009,

! Raising the federal ninimum wage to $9.50 per hour has support among leading Democrats, including President
Barack Obama {BarackObama.com 2008); the late Senator Edward Kennedy (Zappone 2007); former Senator John
Edwards (Montanaro 2007); and Secretary of State Hillary Clinton (Zappone 2007), who as a senator introduced
$.2514 in December 2007, '
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While reducing poverty among the working poor is a laudable policy goal, the evidence
suggests that minimum wage increases have thus far provided little more than symbolic support
to this population (Card and Krueger 1995; Neumark and Wascher 2002; Gundersen and

" giliak 2004; Burkhauser and Sabia 2007, Leigh 2007; Sabia 2008). Several explanations have
been offered for this finding. Card and Krueger (1995) emphasize that minimum wages fail to
reduce poverty because many poot Americans do not work. Others have argued that even
among the working poof, the relationship between earning a low hourly wage rate and living in
poverty is weak and has become weaker over time (Stigler 1946; Burkhauser, Couch, and Glenn
1996; Burkhauser and Sabia 2007). Moreover, even among affected workers, there is strong
evidence that increases in the minimum wage reduce the employment of low-skilled workers
(Neumark and Wascher 2008). While an increase in the minimum wage will lift out of poverty
the familics of some low-skilled workers who remain employed, other Tow-skilled workers will
Jose their jobs or have their hours significantly cut, reducing their income and dropping their
families into poverty (Neumark and Wascher 2002; Neumark, Schweitzer, and Wascher 2004,
2005; Sabia 2008). o

Despite evidence on the ineffectiveness of past increases, a new set of large state and
federal minimurm wage increases was initiated between 2003 and 2007, all with the promise of
helping the working pc:car.2 The newly proposed federal minimum wage increase to $9.50 per
hour is also being justified as an important anti-poverty tool. Our article provides a first look at

. the effectiveness of these twenty-first century state and federal minimum wage increases in
reducing poverty and compares the target efficiency of raising the federal minimum wage to
$9.50 per hour with that of prior increases. Moreover, our work augments the static analysis of
Burkhauser and Sabia (2007) by accounting for the likely behavioral effects of a new federal
minimum wage increase in our simulations of its distributional consequences. Further, because
there continues to be controversy over the size of employment effects of minimum wage
increases, we estimate 2 “break-even” elasticity value where the proposed minimum wage hike -
will produce no net benefits for workers.

Using data drawn from the Match Current Population Survey (CPS), we find no evidence
that minimum wage increases between 2003 and 2007 lowered state poverty rates. Moreover,
we find that the newly proposed federal minifum wage increase from 87.25 to $9.50 per hour,
like the last increase from $5.15 to $7.25 per hour, is not well targeted to the working poor.
Only 11.3% of workers who will gain from an increase in the federal minimum wage to $9.50
per hour live in poor households, an even smaller share than was the case with the last federal
minimum wage increase (15.8%). Of those who will gain, 63.2% are second or third earners
living in households with incomes twice the poverty line, and 42.3% live in households with
incomes three times the poverty line, well above $50,233, the income of the median household
in 20072 _ ' ' .

With an average employment elasticity of —0.6 for minimum wage workers aged 16-29

without a high school diploma and an elasticity of —0.2 for other minimum wage workers, we
estimate that nearly 1.3 million jobs will be Jost if the federal minimum wage is increased to
$9.50 per hour, inciuding 168,000 jobs currently held by the working poor. We estimate that

2 Between 2003 and 2007, 28 states raised their minimum wage above the federal level, and in 2007, the federal minimum
wage rose from §5.1510 $5.85 per hour. For examples of proponents of these hikes, see Rernstein (2004), Hindery (2004),
Kennedy (2005}, Clinton (2006), Fiscal Policies Institute (2006), Wolfson (2006), and Bernstein (2007).

3 Ip 2007, the poverty fine for a family of four was $20,630. Three times the poverty threshold for a family this size is
$61,950, well 2bove the median household income of $50,233 in 2007 (DeNavas-Walt, Proctor, and Smith 2008).
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average employment elasticities greater (in absolute value) than ~0.86 will cause net monthly
earnings /osses to the set of low-skilled workers who are affected by this proposed minimum
wage legislation. We conclude that further increases in the minimum wage will do little to
reduce poverty and are a poor substitute for further expansions in the federal Earned Income
Tax Credit (EITC) program as a mechanism for reducing poverty.

2. Literature Review

Poverty Effects of Minimum Wage Increases

Several recent studies have examined the income and poverty effects of minimum wage
increases (see, for example, Card and Krueger 1995; Addison and Blackburn 1999; Neumark
and Wascher 2002; Gundersen and Ziliak 2004; Neumark, Schweitzer, and Wascher 2004,

- 2005; Burkhauser and Sabia 2007; Sabia 2008), and all but one have found that past minimum
wage hikes had no effect on poverty.* These studies have generally taken one of two
~ approaches. The first approach uses matched CPS data and examines family income changes
caused by minimum wage increases (Neumark and Wascher 2002; Neumark, Schweitzer, and
Wascher 2004, 2005). These studies find that some low-skilled workers living in poor families
who remain employed see their incomes rise and move out of poverty when the minimum wage
increases. HOwever, other low-skilled workers lose their jobs or have their hours substantially
reduced as a result of minimum wage hikes, causing income losses and increased poverty. On
net, Neumark and Wascher (2002) find that the families of low-skilled workers are no better off
and may be made worse off by minimum wage hikes. Sabia (2008) finds a similar result for less-

educated single mothers. ' ' - :

A second approach, taken by Card and Krueger (1995) and Burkhauser and Sabia (2007),
estimates the effect of state minimum wage increases on state poverty rates, These studies also
find no evidence that past minimum wage increases have significantly reduced poverty either
among the families of all individuals or among the families of workers. '

Emp[oyment and Hours Worked Effects of Minimum Wage Increases _

- Another explanation for the ineffectiveness of past minimum wage increases in reducing
poverty is theory based and focuses on their adverse labor demand effects. Neoclassical
economic theory suggests that minimum wage increases reduce the demand for low-skilled
labor, thus reducing employment and hours worked (see Stigler 1946). Much of the literature
examining_ the employment effects of minimum wage increases has focused on low-skilled
workers, usually teenagers and high school dropouts, or on workers in low-skilled industries
because these populations are more likely to be affected by such increases.

Neumark and Wascher (2007) review over 90 studies published since the iconoclastic Card
and Krueger (1994, 1995) studies of the mid-1990s and conclude that there is overwhelming
evidence that the least-skilled workers experience the strongest disemployment effects from

* The one exception is Addison and Blackburn {1999), who find that minimum wage increases reduce poverty among
Junior high school dropouts, However, as Neumark and Wascher {2008) note, junior high school dropouts are older
and unlikely to have smal children; whereas, most anti-poverty efforts focus on families with younger children,
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minimum wage increases (see, for example, Neumark and Wascher 1992; Williams 1993; Deere,

Murphy; and Welch 1995; Currie and Fallick 1996; Abowd et al, 1999; Partridge and Partridge

1999: Burkhauser, Couch, and Wittenburg 2000a, b; Couch and Wittenburg 2001; Neumark
2001; Neumark and Wascher 2002, 2004; Campolieti, Fang, and Gunderson 2005; Campolieti,

Gunderson, and Riddell 2006; Sabia 2008, 2009a, b). Median employment elasticities range

from —0.1 to —0.3, though a few studies have found employment elasticities that are larger

(between —0.6 and —0.9) for less-educated single mothers (Sabia 2008) and younger high

schoot dropouts (Burkhauser, Couch, and Wittenberg 2000D). _

Recently, however, articles by Dube, Lester, and Reich (2008) and Addison, Blackburn,
and Cotti (2008) have renewed this debate. These authors argue that the identification strategy
used in many national panel studies is flawed due to unmeasured low-skilled employment
trends across states. To better ensure common underlying trends across treatment and
comparison states, they use variation in minimum wages in contiguous counties across borders
for identification, finding no evidence of adverse employment effects across low-skilled sectors.

But this finding is far from definitive. Other studies that have examined low-skilled workers
across sectors have found evidence of adverse employment and welfare take-up effects even
after controlling for unmeasured state trends (Page, Spetz, and Millar 2005; Sabia 2008; Sabia
and Burkhauser 2008). ' .

Examining only employment effects, however, may mask full labor demand effects. Firms
may respond to minimum wage. hikes by (i) reducing both employment and average hours
worked by employed workers or (ii) increasing hours of retained workers to compensate for
reduced employment (Couch and Wittenburg 2001; Neumark and Wascher 2007). The evidence
on hours worked effects is mixed. Couch and Wittenburg (2001) and Sabia (2009b) find some
evidence that employment effects alone understate full labor demand effects, but Zavodny
{2000), Sabia {2008), and Sabia and Burkhauser {2008) find little evidence of conditional hours
worked effects. '

Simulations of Who Gains from Minimum Wage Increases

While lower labor force participation rates among the poor (Card and Krueger 1995) and
adverse labor demand effects of minimum wages (Neumark and Wascher 2002; Neumark,
Schweitzer, and Wascher 2004, 2005; Sabia 2008) may help to explain the ineffectiveness of past
minimum wage increases in reducing poverty, another ekplanation may be the poor target
efficiency of the minimum wage. A series of studies by Burkhauser and Finegan (1989);
Burkhauser, Couch, and Glenn (1996); Burkhauser and Harrison {1999); and Burkhauser and
Sabia (2007) have avoided the controversies surrounding the magnitude of employment and
hours worked effects of past minimum wage increases and have instead focused on the target
- efficiency of proposed increases. These studies assume no behavioral effects of the minimum
wage, giving proposed minimum wage increases their best chance to benefit affected workers.
But even under the optimistic assumption of no employment' or hours worked effects, the
authors find that workers living in poor households received few of the benefits -of past
minimum wage increases because their hourly wages were already greater than the proposed
state or federal minimum wages. Instead, most of the benefits went to second or third earners
living in households well above the poverty line. '

One jmportant critique of these simulations is that they overstate the benefits of minimum
wages to the working poor because they ignore employment effects. As the authors note,
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because they assume zero employment elasticities, their simulations are likely to be upper-
bound estimates of the benefits to workers (Burkhauser and Sabia 2007). And, in a recent case -
study of New York State, Sabia and Burkhauser (2008) find that when they account for the
adverse labor demand effects of the minimum wage, workers in poor households receive an
even smaller share of a shrinking pie of additional net wage earnings.

This article integrates and contributes to previous studies in the literature in several ways.
First, we extend the work of Burkhauser and Sabia (2007) by estimating the effects of minimum
wage increases from 2003 to 2007 on state poverty rates. No studies in the literature of which
we are aware have estimated the effect of minimum wages on state poverty rates in the mid- to
late 2000s, a period providing a rich new source of state-level identifying variation: 28 states
increased their minimum wages above the federal level, and the federal minimum wage rose
from 85.15 to $5.85 per hour. Second, we are the first to examine the target efficiency of the
Standing with Minimum Wage Earners Act of 2007, which would raise the federal minimum
wage from §7.25 to $9.50 per hour, and compare its target efficiency to the last federal
minimum wage increase from $5.15 to $7.25 per hour. Finally, unlike previous studies’
simulations of federal minimum wage increases that have assumed no behavioral effects of the
minimum wage, we simulate the distribution .of benefits from the proposed minimum wage
© increase using a range of employment elagticities estimated in the literature. We use these
elasticities and workers’ wage rates to estimate individual-specific probabilities of job loss and
expected net benefits from the newly proposed minimum wage increase. |

3, Data and Estimation Strategy

Our analysis uses data drawn from the outgoing rotation groups of the March CPS. We
use the March CPS because it contains information not only on current employment and wage
rates but also on household income and household size, which we use, together with household
size-specific poverty thresholds, to calculate an income-to-needs ratio for each worker.” For
example, in 2007, the poverty threshold fot a household size of four was $20,650. Thus, a
household of four with total household income of $41,300 would have an inconte-to-needs ratio
of 2.0. Workers in households with income-to-needs ratios less than 1.0 are classified as “poor,”
and those with income-to-needs ratios between 1.0'and 1.5 are defined as “near poor.”

Information on workers’ individual wage rates and hours worked comes from the
outgoing rotation group and are measured in the last week. For workers who report being paid
hourly, their wage rate is directly reported from their current job. For those who are not paid
hourly, wage rates are calculated as the ratio of wéekly earnings to weekly hours in the past
week. Information on household income comes from the previous calendar year, so mapping
individual wages to the poverty status of the household requires the assumption that the
income-to-needs ratio of the household was the same in 2007 as it was in March 2008 (see
Burkhauser, Couch, and Glenn [1996] and Burkhauser and Sabia [2007] for a discussion of this
issue).

§ These data also contain information on family income and family size, which can be used to construct poverty
measures using the family unit, as has been done in the previous literature (Card and Krueger 1995; Burkhauser and
Sabia 2007).




Minimum Wages and Poverty 597

Poverty Effects of Minimum Wage Increases

To examine the effect of past minimum wage increases on state poverty rates, we pool data
from the March 2004 through March 2008 CPS and estimate a fixed effects model similar to
Card and Krueger (1995) and Burkhauser and Sabia {2007). To be consistent with this poverty
literature, we follow these authors and use the family unit to calculate poverty status and
estimate the following modek:®

Py=ct BMWy+ X5+ 0+ T+ Eisy | (1)

where P,, is the natural log of the poverty rate in state s at time t: MW,, is the natural log of the
higher of the state or federal minimum wage;’ and X,, is a vector of state-specific, time-varying
socioeconomic contrals, including the unemployment rate for prime-age males aged 25-54, the
average adult wage for working individuals aged 25-54, the share of older (aged 55-64) and
younger (aged 16-24) individuals in the state population, a time-invariant state effect (8,),anda
state-invariant time effect (t,). Because family income is measured in the previous year, the
sample used in the regression corresponds to calendar years 2003-2007. The key parameter of
interest in this-model is B;. Thus, much of the identifying variation is coming from state

minimum wage increases.®

Simulations of Minimum Wage Increases

~ To simulate the employment and distributional consequences of the newly proposed
federal minimum wage increase as well as the last federal minimum wage hike from $5.13 to
$7.25 per hour,® we follow Baicker and Levy (2008), Burkhauser and Simon (2008), and
Yelowitz (2008), who use estimates of employment elasticities from the minimum wage
literature to simulate the effect of pay-or-play health insurance reforms. We use the household
unit to link workers to the poverty status of their households, consistent with the income
distribution literature and Burkhauser and Sabia (2007). This simulation approach uses the
March CPS to identify the set of workers who are affected by a policy change. For the last
federal minimum wage increase, we define these workers as those earning hourly wages between
$5.00 and $7.24 per hour in the March 2007 CPS, and for the new federal minimum wage
increase, these are workers earning between $5.70 and $9.49 per hour in the March 2008.CPS.'°

The results are not sensitive to using the household unit to calculate poverty. .

If multiple minimum wages prevailed during the year, this variable is coded as the average minimum wage that
prevailed during the year, weighted by the share of the year each wage was in effect.

During this period, the following 28 states raised theirminimum wige: Arizona, Arkansas, California, Colorado, Connecticut,
Delaware, District of Colurbia, Florida, Hawaii, Hlinois, Maine, Maryland, Massachusetts, Michigan, Minnesota, Missouri,
Nevada, New Hampshire, New Jersey, New York, North Carolina, Ohio, Oregon, Pennsylvania, Rhode Island, Vermont,
Washington, and Wisconsin. The federal minimum wage rose from £5.15 to $5.85 per hour on July 24,2007,

The federal minimum wage rose again from $5.85 1o $6.55 per hour on July 24, 2008, and increased again to $7.25 per
hour in July 2009, ’

16 a5 discussed below, the federal minimum wage in March 2008 was $5.85 per hour. Thus, we are taking a conservative
approach by assuming thatworkers earning hourly wajes between $5.70 and $7.24 will be earning $7.25 at the time the new
‘minimum wage plan is considered. As in past simulations (sce Burkhauser and Finegan 1989; Burkhauser, Couch, and
Glenn 1996; Burkhauser and Sabia 2007), we assume that workers eaming hourly wages [ess than $0.15 below the current
federal minimum wage are in the “uncovered” sector. Theoretically, workers earning wages greater than $9.50 per hour
could benefit from minimum wage increases if there are wage spillovers. But there is little empirical evidence that such
spillovers exist {see, for example, Sabia and Burkhauser 2008).

-~ &

9
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For each simulation, we calculate an individual-specific probability of job loss:

_(FMW—wy)

W;

Pi fel']s ’ (2)
where FAMW is the federal minimum wage, w; is worker /s current hourly wage rate, and e is the
estimated employment elasticity that applies to worker i. The true employment elasticity that
should be applied to each minimum wage worker is unknown. We use a range of elasticities for
minimum wage workers from zero (Card and Krueger 1995; Addison, Blackburn, and Cotti
2008; Dube, Lester, and Reich 2008) to “consensus™ elasticities of —0.1 to —0.3 (Neumark and
Wascher 2007) to upper-bound estimates of ~0.6 to —0.9 (Burkhauser, Couch, and Glenn
2000b; Sabia 2008; Sabia and Burkhauser 2008). Thus, the distribution of job loss by income-
to-needs ratio of households will depend on (i} the share of minimum wage workers in each
income-to-needs category, (ii) the magnitude of the gap between the worker’s current wage and
the new federal minimum wage, and (iii) the elasticity that should be applied to each worker.
Total job loss is calculated by summing the product of the individual probabilities of job loss
and the population weights attached to each worker. o

To simulate the expected net benefits of the minimum wage increase to each minimum
wage worker, we calculate expected monthly net benefits for each worker as follows:

EB; = (I - w‘l—f—ﬂ'&l) (FMW—W;)H; - (-(ﬁﬁ%—ﬁ-)- Ied) (w,vH,r --EUI;), : (3)
. f . (.

where H; is the usual monthly hours: worked by worker i and £ Ul; is the expected
unemployment insurance benefits received by worker i. The first term on the right-hand side of
Equation 3 is the expected monthly earnings gains from a federal minimum wage hike from a
retained job. The second term on the right-hand side is the expected earnings losses from a job
loss due to the minimum wage increase. Thus, three types of minimum wage workers are
described in Equation 3: (1) those who keep their jobs, retain their hours, and get a wage boost
from a minimum wage increase; (i) those who become unemployed due to a minimum wage
increase and Jose their entire monthly earnings; and (i) those who become unemployed due to
a minimum wage increase and lose their monthly earnings but have some share of their earnings
replaced by unemployment insurance fora portion of the month. We calculate total net benefits
for workers in each income-to-needs category by aggregating individual net benefits using
earnings weights. . : :

A number of simplifying assumptions are needed to interpret the expression in Equation 3
as the expected net benefit to minimum wage workers. First, we assume that there are no wage
spillovers to workers earning more than the federal minimum wage. This assumption is
reasonable given that we find no evidence that minimum wage increases have important
spillover effects (Burkhauser and Sabia 2007; Sabia 2008; Sabia and Burkhauser 2008). Second,
as in the simulation of job loss, we must make assumptions about the employment elasticities
that are applied to minimum wage workers. We apply a broad range of employment elasticities
from the literature to estimate employment and distributional effects, and in our preferred
models we assign different elasticities to different types of minirnum wage workers. Third, we
assume that minimum wages have no effect on hours worked by retained workers. Existing
estimates in the literature tend to point to either no effects or only small negative effects (see, -
for example, Zavodny 2000; Sabia and Burkhauser 2008; Sabia 2009b); thus, we conservatively
assume no adverse hours worked effects. Finally, we assume that if a workeér is laid off, his
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monthly earnings are zero, but he may receive unemployment benefits. We calculate expected
monthly unemployment insurance payments as follows:

E UL_; = 9rsw,-0tH,', (4)

where 8 is the probability of unemployment insurance uptake, r; is 2 state-specific measure of
earnings replacement rates for workers, and o is the share of the month during which the
unemployed worker receives benefits.

First, because the majority of unemployed workers do not apply for unemployment
insurance (sce Vroman 1991 for a discussion), we include the parameter 8 and assume that it
takes on a value less than 1. We experimented with a number of estimates of © but use the
national average in 2000, 0.35 (Wenger 2001):.!! Second, we generated state-specific estimates of
earnings replacement rates (r,). Wenger (2001) reports average unemployment insurance {un
benefits received by unemployed minimum wage workers. Given that there is a fair amount of
heterogeneity in earnings replacements across states, we use this information, along with state
minimum wage levels, to caiculate the implicit earnings replacement rate for each state. The
most generous state in terms of replacing minimum wage earnings in our sample is Kentucky
(0.68), and the least generous is North Dakota (0.41). Finally, unemployed workers do not
receive unemployment insurance benefits immediately following a layoff; there is generally, at
minimum, a one- to two-week waiting period (Wenger 2001), We assume that unemployed
workers receive benefits for three weeks in their first unemployed month, which allows a one-
and-a-half week delay until benefits.'* - - l -

There are, of course, limitations to these simplifying assumptions. For instance, if
consumers face higher prices as a result of higher costs of producing goods and services
(Aaronson and French 2006, 2007) or if our employment estimates are underestimated due
to a failure to capturc full Jagged effects of minimum wage increases (Baker, Benjamin, and
Stranger 1999; Burkhauser, Couch, and Wittenburg 2000a; Neumark and Wascher 2004;

' Page, Spetz, and Millar 2005; Campolieti, Gunderson, and Riddell 2006), our estimates will
overstate the true benefits of the minimum wage. Moreover, if there are heterogeneous
effects of the minimum wage by poverty status or if unemployment insurance uptake rates
differ by poverty status, our simulations may mask other distributional effects. Finally, while
we assume that some unemployed workers will have a share of their earnings losses replaced
by government-mandated unemployment insurance benefits, increased UI payments caused
by minimum wage-induced job losses are not costless from a federal budgst perspective. In
sum, while our assumptions are imperfect, incorporating estimates of the behavioral
consequences of past minimum wage increases will be an important improvement over past
simulations.

) We experimented with a pumber of values from 0.3 to 0.6 for 6, and the distributional results were substantively
unchanged.

12 Note that if we extended our period of analysis beyond one month, laid-ofT minimum wage workers who applied for
and received unemployment insurance benefits would be eligible for such benefits in each week of subsequent months.
However, if we extended the time horizon of our aralysis beyond six months, we would have to account for the fact
that UT benefits are generally limited to 26 weeks unless the federal government enacts an extension.
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4. Results

Poverty Effects of Minimum Wage Increases

Table 1 presents fixed effects estimates of the effect of recent minimum wage increases on
state poverty rates among 16-64-year-olds. In column 1, we find no evidence that minimum
wage increases between 2003 and 2007 affected overall state poverty rates, While the sign on the
estimate of B, is negative, the effect is not statistically different from zero and is, in fact, smaller
than the estimate obtained by Burkhauser and Sabia (2007) in their examination of the 1988—
2003 period (~0.052 in column 1 of Table ! versus —0.082 in column 4 of table 7 of their
article). When the sample is restricted to workers {column 2), which gives the minimum wage its
best chance to reduce poverty by raising incomes of low-skilled workers, we still find no effect
on poverty rates. In fact, the magnitude of the poverty elasticity (—0.020) is even smaller.
Therefore, the absence of poverty-alleviating effects is-not solely attributable to the fact that
many individuals in poor families do not work, as suggested by Card and Krueger (1995).

The above findings are quite robust across definitions of poverty. When we define poverty
more broadly—encompassing those with incomes falling below 125% of the poverty line—
estimates remain statistically insignificant and small across all individuals (column 3) and
workers (column 4), And finally, when we estimate poverty as those with family incomes below
150% of the poverty line (columns 5-6), the estimate of By actually becomes positive, though
still statistically indistinguishable from zero. -

As noted previously, the models estimated in Table 1 include controls for the average
private sector wage, the prime-age male unemployment rate, and the share of oidEEr and
younger individuals in the state. We examined the robustness of the results in Table | along
several lines, First, we redefine the minimum wage variable as a Kaitz-type index, the ratio of
the state minimum wage to the average state private sector wage (see Table Al in the
Appendix). This allows us to measure the effect of the minimum wage relative to its position in
the state wage distribution. In these specifications, we continue to find no effect of the
minimum wage on poverty rates of all individuals or of workers.

We also experiment with additional state-specific, time-varying controls: the prime-age
female unemployment rate, the youth (aged 16-24) unemployment rate, the high school
graduation rate, and the college graduvation rate. Models including these controls produce
results that are substantively similar (see Table A2 in the Appendix).! '

Taken together, the estimates in Table 1 suggest that recent minimum wage increases
enacted between 2003 and 2007 had no effect on state poverty rates. While lower labor force
participation rates among poor, as compared to noen-poor, workers is one explanation for the
lack of poverty effects among all individuals (Card and Krueger 1995), the fact that the
minimum wage has no effect on poverty rates of working individuals suggests that this is not
the only explanation, Alternative explanations include the adverse labor demand effects of the
minimum wage and its poor target efficiency. Keeping these explanations in mind, we now

12 We also experiment with controlling for the share of individuals who were employed rather than the unemployment
rate. In Appendix Table A3, we include as controls employment ratios rather than unemployment rates, defined as the
share of all individuals in a particular age group who are working. The results are unchanged. In the specifications in
Appendix Table A4, we include the same set of controls as in Appendix Table A3 but use the ratio of the state
minimum wage to the average state wage rale 2s our minimum wage measure. Again, we find no evidence that state
minimum wage hikes reduce poverty among all individuals or werkers.
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focus on who will gain from the newly proposed federal minimum wage increase to $9.50 per
hour; how this population compares to those who gained from the last increase; and whether
they are, in the main, poor.

Who Will Benefit?

Table 2 shows cross-tabulations of the wage distribution of non-self-employed 16-64-
year-olds by the income-to-needs ratio of their households using the March 2008 CPS. Each
column shows a different wage category, and each row shows the income-to-needs ratic of -
workers’ households. Workers who are expected to be dircctly affected by the proposed
increase are those who earn between $7.25 and $9.49 per hour. However, in March 2008, when
wage rates of workers are measured, the federal minimum wage was §5.85 per hour. The federal
minimum wage was increased to $6.55 on July 24, 2008, and increased again to $7.25 on July
24, 2009. We take a conservative approach and assume that workers earning between $5.70 and
$9.49 in March 2008 will be affected by the newly proposed federal minimum wage increase. 't
We treat those who earned less than $5.70 per hour as uncovered by the federal minimum
wage. ! :

We see from Table 2 that a minority of workers will be affected by the newly proposed
federal minimum wage increase. Approximately 17.7% of all workers in the United States earn
.- hourly wages between $5.70 and $9.49 per hour and stand to be directly affected by the
increase, while 80.3% of all workers earn hourly wages of $9.50 per hour or more.

To assess how well the proposed federal minimum wage hike will target the working poor,
we first examine the share of workers living in poor households who will be affected by the new
federal minimum wage increase. While 4.4% of all workers live in poor households, not all of
them will be affected by this minimum wage increase because 48.9% alrcady earn wages greater
than $9.50 per hour. S ‘ :

In the final column of Table 2, we show the distribution of workers who carn between
$5.70 per hour and $9.50 per hour by the income-to-needs ratios of their households. We find
that 11.3% of these minimum wage workers live in poor households, When_worker_s living in
near-poor households are also included (households with income-to-needs ratios between 1.0
and 1.5), this number rises to 23.4%. However, 63.2% of minimum wage workers live in
households with incomes over twice the poverty line, and 42.3% live in houscholds with
incomes over three times the poverty line (§61,950 for a four-person household).

One concern with the sample examined in Table 2 is that it consists of both hourly and
non-hourly workers. Recent work by Bollinger and Chandra (2005) suggests that imputing
hourly wages from reported earnings may iﬁtroduce substantial measurement error. Thus, it
may be that some workers we assume are in the uncovered sector (those reporting hourly wages

' Following Burkhauser and Fincgan (1989); Burkhauser, Couch, and Glenn (1996); and Burkhauser and Sabia (2007),
we assume that workers earning 30.15 below the federal minimum wage—in this case, those earning hourly wages
between $5,70 and $5.84 per hour in March 2008-—are warking in jobs covered by the federal minimum wage and their
wages simply reflect reporting error. ) .

** The reported occupations of these workers suggest that many are tipped workers or those working in the informal
sector, and thus they will be uncovered by the $9.50 federal minimum wage. For the full worker sample, we find that
34% of these workers were food service workers, 12% were home health care or other personal service workers, 12%
were retail or other service warkers, and 7% were in education services. In the sample of workers who report being
paid heurly, 56% were food service waorkers, |1% were home health care or other personal service workers, 4% were in
retail, and 3.5% were in education services.
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less than 85.70 per hour) are, in fact, covered, and other workers we assume are unaffected by
the minimum wage increase (those reporting hourly wages greater than $9.49 per hour) are
affected.

To explore whether measurement error in wages is affecting our results, we take the -
approach of Bollinger and Chandra (2005) and present separate results for hourly workers and
non-hourly workers. These findings are presented in Tables AS and A6, respectively, in the
Appendix. While hourly workers are more likely to be poor than are non-hourly workers, the
final column of Appendix Table AS shows that just 11.6% of hourly paid minimem wage
workers live in poor households (compared to 11.3% of minimum wage workers in the full
worker sample), while 42.6% live in households with incomes over three times the poverty line
{compared to 42.3% of minimum wage workers in the full worker sample). We find a similar
pattern of results for non-hourly minimum wage workers: The vast majority do not live in poor
households, but instead live in households with incomes two or three times the poverty line. _

In summary, the descriptive evidence in Table 2 suggests that raising the federal minimum
wage to $9.50 per hour will not be a target-efficient anti-poverty tool because (i) many poor and

- near-poor workers already earn hourly wages greater than $9.50 per hour and (ii} most workers
who will benefit are not poor, ) .

How does the target efficiency of the new federal minimum wage proposal compare to that
of the last increase from $5.15 to $7.257 Table 3 replicates Appendix Table A3 from
Burkhauser and Sabia (2007) using the March 2007 Current Population Survey.'® As we saw in
Table 2, not all of the working poor would gain from an increase in the federal minimum wage

~ t0 $9.50 per hour because 48.9% already have an hourly wage that is greater than $9.50. This
was an even bigger problem with respect to the last federal minimum wage increase from $5.15
to $7.25 per hour because an even larger percentage (71%) of the working poor already earned
more than $7.25 per hour. Nonetheless, the percentage of workers who will gain from an
increase in the minimum wage to $9.50 (11.3% -—see the last column of Table 3) s still less than

 the percentage who gained from the previous-increase in the minimum wage to $7.25 per hour
(15.8% —see the next-to-last column of Table 3). Like the last increase, the current proposal-
will largely affect workers living in non-poor households with incomes that are over two or
three times the poverty line.!” '

But how do these facts square with the image of a minimum wage worker often invoked by
advocates of minimum wage increases—a single mother struggling to support her children?'®
As Table 4 shows, only 11.1% of those who will gain from the proposed increase in the
minimum wage to $9.50 per hour are single mothers, down from 12.0% from the last federal
increase, but even the stereotype that the minimum wage earner is the primary earner in the

~household is misleading. Only about one-half of those who would gain from the minimum wage

increase to $9.50 are the primary earners in their household, up from 43.4% from the last
federal increase, but this difference is mainly because more of the gainers are living in one-
person households or in houscholds without children. '

* Burkhauser and Sabia (2007) use the March 2003 CPS, The March 2007 CPS is the latest annual March CPS available

when all workers faced a federal minimum wage of $5.15 per hour,

These results for the fast federal minimum wage increase are robust across the samples of hourly and non-hourly

workers (se¢ Appendix Tabies A7 and AB, respectively). -

'# See, for example, Hindery (2004), Kennedy (2005), 2nd Clinton (2006). -

*® Appendix Table A9 shows that these demographic characteristics are generally similar across hourly and non-hourly
workers,

17
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Table 4, Demographic Characteristics'of Workers Affected by Past and Future Increases in
the Federa] Minimum Wage: Family Type and Gender®

New Proposal Last Federal Increase
. Total Male  Female Total Male Female

Family Type (%) (%) (%) (%) (%) (%)
Not highest earner in family - 502 200 302 6.6 239 327
Highest earner, unmarried female, children

under 18 years old in family . 1L — 11.1 120 — 12.0
Highest earner, unmarried male, children

under 18 years old in family 58 58 — 5.8 58 —_—
Highest earner, married with children under

18 years old in family 93 51 4.2 6.7 28 3.9
Highest carner, family size greater than I, no

children 105 47 5.9 7.5 34 5.1
Highest earner, family size equal to 1 - 129 64 6.5 - 103 55 48
Whole category share 100.0 421 579 100 415 385

® The first three columns (“New Proposai”) consists of a weighted sample of workers that includes all non-military, non-
self-employed workers who earned between $5.70 and $9.49 per hour in March 2008, based on the March 2008 Current
Population Survey (CPS) outgoing rotation group. The final thres colutns (“Last Federal Increase™) consisis of a
weighted sample of workers that includes all non-military, nos-self-employed workers whao earned between $5.00 and
§7.24 per hour in March 2007, based on the March 2007 CPS outgoing rotation group.

Taken together, the results in Tables 2 and 4 suggest that, like past state and federal -
minimum wage hikes (Tables 1 and 3), the current proposal to raise the federal minimum wage
to $9.50 per hour will not be well targeted to poor workers and, in fact, may be even less target
efficient than the last federal increase, This finding is consistent with Stigler’s (1946) claim that

the relationship between earning a low wage and living in poverty is “fuzzy” and has become
fuzzier over time. ' '

Simulations

Poor target efficiency is one important reason why minimum wage increases are ineffective
at reducing poverty among workers; adverse labor demand effects are another. In Table 5, we
simulate expected job losses from the proposed federal minimum wage increase. We estimate
that the proposed hike to $9.50 per hour will affect over 21 million workers (final row, column
2), including 2.41 million workers living in poor households and 2.56 million living in near-poor
households. To estimate job losses, we calculate individual probabilities of job loss as described
in Equation 2 using a range of employment elasticities from the literature. Columns 3 and 4
present estimates of job losses by income-to-needs ratios of households using the range of
“consensus” estimates in the literature (Neumnark and Wascher 2007), while columns § and 6
present simulations using upper-bound estimates of ~0.6 and ~0.86 (Burkhauser, Couch, and
Wittenberg 2000b; Sabia 2008; Sabia and Burkhauser 2008). Lower-bound elasticity estimates
imply job losses of 467,000 to 1.40 million, while upper-bound estimates imply job losses of
approximately 3 million to 4 million.

In our preferred estimates, we allow employment elasticities to differ by characteristics of
the minimum wage worker, Because larger employment elasticities have been found for-
younger high school dropouts, we assign an employment elasticity of —0.6 to minimum wage
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Table 6. Simulated Employment Losses from the Last Federal Minimum Wage Increase to .
37.25 per Hour, by Household Income-to-Needs Ratio®®

Percentage of Workers Job Losses (000s)
Earning More Than (e = ~0.6 Young
$5.00 and Less Than $7.25 Number of Dropouts; Percentage of
in 2007%° Workers (000s) ¢ = ~0.2 Others}  Total Job Loss
Income-to-Needs Ratio 1) B )] (3) ’ C))
Less than 1.00 - 15.8 } 1274 51.5 13.7
1.0 to 1.24 = 5.4 431.2 254 - 6.8
1.25 to 1.49 6.9 552.7 18.7 50
1.50 to 1.99 11.2 897.7 44.6 14.8
2.00 to 2.99 214 1718 . 79.4 21.2
3.00 or above 394 3169 155.3 40.8
Total 100.0 _ 80420 374.9 100.0

* For hourly workers, wage rates are based on a direct question concerning earnings per hour on theit current primary
job; for non-hourly workers, wages are caloulated as the ratio of reported weekly earnings to weekly hours worked. All
household income data used to calculute Income-to-needs ratios come from retrospective information from the
previous year because that is the period for which it is reported. Wages are in nominal dollars. Sample restricted to 16-
64-year-olds who report positive weeks and weekly hours worked in'the previous year. '

b This wage category corresponds to March 2007,

workers aged 16-29 without a high school diploma (representing over one-quarter of the
sample) and an elasticity of ~0.2 to other minimum wage workers, In this simulation, we
estimate 1.3 million jobs lost, _

Importantly, the share of job losses experienced by workers in poor houscholds (12.8%;
column 9, row 1) is larger than that experienced by the share of minimum wage workers who
are poor (11.3%). This is because their hourly wage rates were on average lower than were those
of affected workers living in many non-poor households, thus leading to a higher probability of
Job loss. But our estimate of job losses borne by poor workers is likely to understate the actual °
difference between workers living in poor and non-poor households, since the demand for these
workers may be more elastic than that of non-poor workers as a group (see, for example, Sabia
2008). | .

The magnitude of simulated job losses from the current proposal is much larger than that
from the last increase because the last increase affected far fewer workers (see Table 6). Using
our preferred employment elasticities, our simulation indicates that the last federal minimum
wage hike from $5.15 to $7.25 will, when fully implemented, reduce employment by
approximately 374,900 jobs. However, in contrast to the current proposal, the last increase
did not yield higher percentage job losses among the working poor.

While job losses are certainly possible, and even probable given the consensus of existing
empirical evidence (Neumark and Wascher 2008), net income gains are still possible if adverse
employment effects are sufficiently small. But are the gains from minimum wage increases
received, in the main, by working poor, as proponents expect? In Table 7, we simulate the
expected monthly benefits from the proposed federal minimum wage hike to $9.50 per hour.
Column 1 shows the distribution of monthly benefits assuming no behavioral effects of the
minimum wage, as was assumed by Burkhauser and Finegan (1989); Burkhauser, Couch, and
Gienn (1996); and Burkhauser and Sabia (2007). If no minimum wage workers are laid off or
have their hours reduced, the minimum wage increase is simulated to yield $4.0 billion in’
monthly benefits. This estimate can be considered an upper-bound estimate of benefits, given
our optimistic behavioral assumptions. However, even under these assumptions, just 10.9%




609

Minimum Wages and Poverty

' “£9F'0— 51 ANORSE[? UIAs-}ea1q ay], 4
. -Tpak snotaaid Ul poRIOM SINOY APfaasm PUE SYA3M aamsod podor oM Sp|o-Jead-pg—91 01 papisal sjdweg

-007 YoreIA bt mmoq 1ad gp6S PUE 0L°6S UsamIaq Sutuzes se pallliap S JaxTom aFem WNMIEIW V ‘Sd0 00T Yore U Jo sdnoid uonelos Swoino Ay WOIJ BILP s8N sisf[eue g1
-Kuonse Jusufoldiug o 512 PUE AU SSUEINSTE yuourojdmaun pojxedxa oy) §1 jf) paIom Smoy Apuow st g faiel 93em Aol $I9Y10Mm 3] ST M Slmpls — 0s°68) ‘R

aSea WU o1 wod ssof qof jo Aupqeqord 3 51 o a1oys ‘IaI0M STEM TUNTIETI Yo%3 10§ [ a4 grmd — pp(s— 0568 — 1) Jo muns pAYIaM S} 5B PAreInd|ed ae 5LaUsq pasadxg ,

0001 8T 0001 0000 XA £9°C 95t 0001 0 [eloL
Ty L11 CToP 900°0— g6+°0 LT - 1 Lor ¥l 2A0QE 30 00°E
661 €950 661 z100—- N 7A] 6ES°0 pELD 90T €80 66'C 21 00T
1 | AR-A1 6Pl #10°0 €310 vLEO 7050 - 0¥l - 99570 66'1 01 0571
69 _ $61°0 89 £00°0 - P800 LLTQ 6£T°0 L9 0LT'0 6F' 1 01 621
'L (741 I oL - 0000 9800 $81°0 - 6bT0 0L Z8Z°0 YT 001
<01 8620 601 1000 ge10 L8TO 68£°0 601 6£7°0 00'F uey) s8]
{6) (8) ey (9) © LON S {3 B @ m - oney

(o runon) (SO 10) TO— SWOUSH 19N % S(98'0— =) (90— =2 E0— =9 {rg—=2) 0=2) o=2) SPAgN-01-amOoU]

sweusg 19N & = @ snedoig gsuonug | § Suonnd § suoyng $ suong sujouag ¥N % § snonmd
PIO-1B3X-6T W Siyauag 19N - W SIRURE 13N U SIYAUIg JaN W MRSy AN ) ul sigausg 1IN
-1 10 g9— = 3) , :
§ suoyng

ui $1jauag PN

eO11EY SPaIN-0}-3UIEdU] POYISNOH £q “05"6% 01 35EAIOU] oA\ WANIUI [e13pa,] pasodorg woll syauog 19N A[quoTA pateans °f, S48l




610 Joseph J. Sabia and Richard V. Burkhauser

(3439 million) of these benefits will be received by the working poor (column 2), and 24.6% of
the benefits will be received by workers living in poor or near-poor households, Nearly 62% of
the benefits will be received by workers in households with incomes over twice the poverty line,
and 40.7% will be received by workers in households with incomes over three timss the poverty
line. Thus, even under optimistic assumptions of zero employment elasticities (Card 1992; Card
and Krueger 1994, 1995; Addison, Blackburn, and Cotti 2008; Dube, Lester, and Reich 2008),
only a small share of the benefits will be received by the working poor.

In columns 3-8, we improve on the previous literature’s simulations by allowing for
behavioral effects of the federal minimum wage increase. At a conservative employment
elasticity of —0.1, the total net benefits from the minimum wage fall by 11.7%, to $3.56 billion,
but the distribution of benefits remains similar to that when no employment effects were
assumed: Approximately 10.9% of benefits are received by workers living in poor households.

At higher employment elasticities, net benefits fall substantially. An employment elasticity
of —0.3 reduces net benefits by 34.7%, to $2.63 billion (column 4), and an elasticity of —0.6
reduces net benefits by 69.5%, to $1.23 billion (column' 5). We estimate the. break-gven
employment elasticity, where Equation 4 equals zero, to be —.086 (column 6). While an
employment elasticity of —0.86 is large relative to the consensus estimates in the literature, a .
few studies have found estimates as large for less-educated sinple mothers (Sabia 2009b) and
young high school dropouts (Burkhauser, Couch, and Wittenberg 2000b; Sabia and
Burkhauser 2008). Thus, it is not implausible to imagine that the benefits of a minimum-

- wage increase to $9,50 to the working poor would be quite small, or even negative. Using our

preferred estimates, which assume a —0.6 employment elasticity for younger dropouts and a
—0.2 elasticity for other workers, we find that the net benefits are §2.84 billion, with just 10.5%
of these benefits received by poor workers. | 3 '

When we compare the distribution of benefits from the current proposal at our preferred
employment elasticities (Table 8, columns 1-2) to the distribution of benefits of the last increase
(Table 8, columns 3-4), we find that the berefits from the new proposal are even less well
targeted than are those from the last increase, Approximately 15.5% of the simulated monthly
net benefits of the last increase went to workers living in poor households, compared to 10.5%
of the benefits from an increase to $9.50 per hour. The break-even elasticity of the last federal
minimum wage increase is —0,91 (column 5), somewhat higher than for the current proposal.

Agéin, our estimates of benefits to workers from the minimum wage increase include
unemployment insurance benefits, which are, in fact, costly to the federal government and are
only a partial short-run remedy for unemployed workers. Moreover, the vast majority of these
unemployment insurance benefits are received by non-poor workers, who comprise 87.2% of
minimum wage workers who lose their jobs. If we exclude unemployment insurance benefits
from the above benefit simulations, the break-even employment elasticity of the current
minimum wage proposal falls to —0.77.

5. Conclusions

This study first examines the effect of recent minimum wage increases on state poverty
rates and then compares the target efficiency of the last federa! minimum wage increase from
$5.15 0 $7.25 per hour to the target efficiency of a newly proposed hike from $7.25 to $9.50 per
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hour. Our results show that recent minimum wage increases between 2003 and 2007 had no
effect on state poverty rates. Moreover, the proposal to raise the federal minimum wage to
$9.50 per hour is unlikely to be any better at reducing poverty because (i) most workers (89.0%)
who are affected are not poor, (ii) many poor workers (48.9%) already earn hourly wages
greater than $9.50 per hour, and (iti) the minimum wage increase is likely to cause adverse
employment effects for the working poor. Our evidence also suggests that the target efficiency
of federal minimum wage increases is not improving, and it may actuaily be worsening. When -
compared to the last federal increase, the current proposal appears even less target efficient;
15.5% of the benefits of the Jast increase were received by the working poor, compared to
10.5% from the current proposal. At an employment elasticity of —0.6 for minimum wage
workers who are young dropouts and —0.2 for others, we forecast that approximately 1.3
million low-skilled workers will lose their Jobs if the federal minimum wage is raised to $9.50
per hour, including 168,000 jobs held by the working poor. And at employment elasticities
greater than —0.86, we estimate that net monthly benefits from the minimum wage increase will
actuafly become negative, -

While raising the federal minimum wage is an increasingly ineffective anti-poverty
strategy, expansions in the. EITC program may be a promising alternative for several reasons.
First, because eligibility is based on family income rather than a wage rate, the benefits are
much more likely to be received by workers living in poor families (Burkhausgr, Couch, and
Glenn 1996; Neumark and Wascher 2001; Burkhauser and Sabia 2007 Congressional Budget
Office 2007). Thus, most of the 48.9% of poor workers who earned hourly wages greater than
$9.50 per hour in March 2008 and would not gain from the proposed increase in the federal
minimum wage could gain from expansions in the EITC. Second, because the costs of the EITC
are not directly borne by employers, expansions in this wage subsidy do not cause adverse labor
demand effects. In fact, a large body of empirical Jiterature finds that expansions in the EITC
increase employment among low-skilled single .mothez"s (Eissa and Liebman 1996; Ellwood
2000, Meyer and Rosenbaum 2000, 2001; Hotz, Mullin, and Scholz 2002; Grogger 2003; Hotz
and Scholz 2003; Eissa and Hoynes 2005). Given that employment is an important anti-poverty
mechanism and wage subsidics can increase income to the working -poor, expansions in the
EITC may be a more effective means of aiding the working poor than would be increasing the
federal minimum wage..

We conclude that further increases in the minimum wage will do little to reduce poverty
and are a poor substitute for further expansions in the federal Earned Income Tax Credit

' program as a mechanism for reducing poverty.
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Table A9. Demographic Characteristics of Workers Affected by Past and Future Increases in
the Federal Minimum Wage: By Hourly versus Non-Hourly Status®

Hourly Non-Howrly Hourly Non-Hourly

Family Type New Proposal Last Federal Increase
Not highest earner in family 51.2 44.7 51.3 533
Highest earner, unmarried female, children '

under 18 years old in family 11.3 10.0 12.5 9.8
Highest earner, unmarried male, children

under 18 years old in family : 58 6.2 55 74
Highest earner, married with children under

18 years old in family ' 8.6 13.5 63 89
Highest earner, family size greater than 1,

no children C 104 120 75 13.2
Highest earner, family size equal to 1 - 12.7 13.6 11.0 73
Whole category share - : 100 100 100 100

a The first three columns (“New Proposal™’) consist of a weighted sample of workers that includes all non-military, non-
self-cmployed workers who carned between §5.70 and $9.49 per hour in March 2008, based on the March 2008 Current
Population Survey (CPS) outgoing rotation group. The final thres columns (“Last Federal Increase™) consist of
weighted sample of workers that includes alf non-military, non-self-employed workers who earmed between 53.00 and
%7.24 per hour in March 2007, based on the March 2007 CP$ outgoing rotation group.
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Minimum Wages and the . Joseph J. Sabia
Economic Well-Being of |
Single Mothers

Abstract

Using pooled cross-sectional data from the 1992 to 2005 March Current Popula-
tion Survey (CPS), this study examines the relationship between minimum wage
increases and the economic well-being of single mothers. Estimation results show
that minimum wage increases were ineffective at reducing poverty among single
mothers. Most working single mothers were not affected by minimum wage hikes
because they already earned wages above state and federal minimum wages. And
less-educated single mothers who were affected did not see a rise in net income
because of negative employment and hours effects. For this low-skilled population,
a 10 percent increase in the mininmum wage was associated with an 8.8 percent
reduction in employment and an 11.8 percent reduction in annual hours worked.
© 2008 by the Association for Public Policy Analysis and Management

[Tlhere was this young boy about eleven years old . . . and he said, “You know, my mom
makes the minimum wage and even though it went up, her hours were cut. So we're not
making any more money. Can you help her?”

—Senator Hillary Rodham Clinton (D-NY), April 4, 2008

INTRODUCTION

Minimum wages enjoy a great deal of public support. A 2006 Associated Press-AOL
News poll found that 80 percent of Americans approve of the recently enacted
federal minimum wage increase (AP-ACL, 2006). One reason for this support is the
belief that higher minimum wages can fight poverty among the working poor.
Drawing on this sentiment, a number of policymakers have argued that minimum
wage increases are necessary to prevent single mothers from falling into poverty,
particularly in the wake of welfare reforms that have imposed strict work require-
ments and put time limits on benefits. For instance, during the summer of 2004,
Senator Edward M. Kennedy (D-MA} advocated federal minimum wage increases to
aid single mothers: '

[TThe jobs available to women leaving welfare are often minimum wage jobs, and it is
difficult, if not impossible, for them to meet the needs of their families and raise their
~children. Daily life is often harsh for low-income working mothers in all parts of the
country, whether or not they have been on welfare, ... We must stop asking these fami-
lies to do it all alone. They are working too many hours for too litile pay, without access
to the support they need to make ends meet and improve the quality of their lives. One
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of the most important steps we can take is to guarantee a fair minimum wage, (Senator
Edward M. Kennedy, 2004)'

While minimum wages have not been found to be particularly well targeted to
single mothers (see Burkhauser & Sabia, 2007), some low-skilled single mothers
may be affected by minimum wage increases. But even for these workers, the effect
of a minimum wage increase on poverty is theoretically ambiguous. An increase in
the minimum wage may increase the wages of less-skilled working single mothers,
which could raise family income and alleviate poverty. However, 2 minimum wage
increase will also raise the price of low-skilled labor to employers. This increase in
the wage floor may cause a reduction in employment and hours,? which could
reduce single mothers’ income and increase poverty. Thus, the overall effect of min-
imum wages on poverty is an empirical question, which this paper seeks to answern

Using data from a pooled cross section of unmarried mothers from the March 1992
to March 2005 Current Population Survey (CPS), this study presents estimates of the
offect of minimum wage increases on single mothers’ economic well-being. The evi-
dence shows that minimum wage increases failed to alleviate poverty among single
mothers for two reasons. First, consistent with Burkhauser and Sabia (2007), most
working single mothers earn wage rates greater than state or federal minimum wages
and are not directly affected by mininium wage increases. But second, even among
Jess-educated single mothers who are affected by minimum wage increases, such
hikes do not reduce poverty because of the offsetting effects of minimum wages on
wages and on employment and hours. A 10 percent increase in the minimum wage is

_ associated with an 8.8 percent reduction in employment and an 11.8 percent reduction
in anpuat hours worked. On net, minimum wage increases had no effect on less-
educated single mothers’ wage income. The findings suggest that raising the mini-
mum wage has been an ineffective anti-poverty tool for this vulnerable population.

LITERATURE REVIEW

While much of the recent political rhetoric over minimum wage increases has
focused on single mothers, the empirical literature has generally focused on other
important, but potentially less policy-relevant, low-skilled populations. Most stud-
ies have examined the effects of minimum wage increases on the employment of
teenagers and younger high school dropouts. A review of the recent minimum wage
literature by Neumark and Wascher (2007) finds that “few—-if any—studies ...
provide convincing evidence of positive employment effects of minimum
‘wages . . . and studies that focus on the least-skilled groups provide relatively over-
whelming evidence of stronger disemployment effects for these groups.”

! §ee statements by Kerry (2004) and Clinton (2006) for other examples.

2 This statement is true if labor markets are competitive. The presence of a monopsonistic labor market
provides one theoretical rationale why minimum wage hikes could increase employment. However,
recent studies by Aaronson and French (2006, 2007} suggest Little evidence of monopsony power when .
examining the effects of minimum wage increases on output prices. Moreover, a 1996 poll found that the
median labor economist believes that a 10 percent increase in the minimum wage causes a 1 percent
reduction in teenage employment, a finding consistent with Brown, Gilroy, and Kohen (1982) (Fuchs,
Krueger, & Poterba, 1998). - -

3 This review suggests that the pasitive employment effects found in some studies (see Card & Krueger,
1994, 1995; Card, Katz, & Krueger, 1994; Katz & Krueger, 1992) may be outliers. While it is possible for
minimum wage increases to have a positive effect on employment—Tfor instance, if labor markets are
characterized by monopsony power-—Aaronson and French {2006, 2007) find little evidence of monop-
sonistic markets when examining the effects of minimum wage increases on ouiput prices. For examples
of minimum wage studies finding adverse employment affects for low-skilled workers, see Campolieti,
Gunderson, and Riddell (2006); Campolieti, Fang, and Gunderson (2005); Burkhauser, Couch, and
Wittenburg (2000a, 2000b); Abowd, Kamarz, and Margolis (1999); Deere, Murphy, and Welch {1993); Neumark
(2001); Neumark and Wascher (1992, 2002, 2004); Neumark, Schiweitzer, and Wascher (2004); Partridge and
Partridge (1999); Currie and Fallick (1996); Williams {1993); Couch and Wittenburg (2001); Sabia (2008a).
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However, very few minimum wage studies have focused on single mothers. An
exception is a recent paper by Burkhauser and Sabia (2007), who examine the tar-
get efficiency of the minimum wage, with special attention to single mothers. They
find that minimum wage increases had no effect on single mothers' poverty rates
because (1) many single mothers do not work, and (2) among those who do, most
already earn wages higher than state or federal minimum wages. However,
Burkhauser and Sabia (2007) do not examine employment, hours, or income effects
of minimum wages for less-educated, lowerskilled single mothers, a population
that may be affected.

Three studies by Grogger (2002, 2003, 2004) include the minimum wage as a
control variable in regressions that examine the relationship between time limits on

“ welfare benefits and single mothers’ labor supply (and welfare use). Grogger finds
that minimum wages have a negative but insignificant effect on single mothers’
-employment. However, because less-skilled and more highly skilled single mothers are
pooled in his sample, parameter heterogeneity could mask employment effects for
léss-skilled single mothers. _ .

While not specifically examining the effect of minimum wages on poverty or
employment, a few studies have examined the effect of minimum wages on single
mothers’ welfare receipt, with mixed findings (Page, Spetz, & Millar, 2005;
Brandon, 1995; Turner, 1999; CEA, 1999). An intriguing recent paper by Page,
Spetz, and Millar (2005) finds that a 10 percent increase in the minimum wage is
assoctated with a I to 2 percent increase in welfare cascloads. This finding could
suggest there are adverse employment effects for less-educated single mothers.*

Finally, while not specifically focusing on single mothers, studies of other low-
skilled populations have generally found little evidence of poverty-reducing effects
of minimum wage increases. Dynamic analyses of the effect of rinirmum wage
hikes on household-specific flows into and out of poverty (Neumark & Wascher,
2001, 2002; Neumark, Schweitzer, & Wascher, 2005) have found that while some
low-skilled workers who remain employed after a minimum wage hike are moved

. out of poverty due to positive wage gains, other Jow-skilled workers are moved into
poverty as a result of adverse employment or hours effects, Neumark and Wascher
(2002) conclude that the net effect of minimurn wage increases resembles income
redistribution among low-income families, leaving many worse off. Golan, Perloff, and
Wu (2001) also find evidence of adverse distributional effects, while Gundersen
and Ziliak (2004) and Leigh (2007) find essentially no relationship between mini-
mum wage hikes and poverty, consistent with Burkhauser and Finegan (1989).5

The current study contributes to the existing minimum wage literature in three
key'ways. First, this is the first study in the literature to examine the poverty effects
of minimum wage increases for less-educated single mothers, a population targeted
by policymakers for minimum wage protection in the era of welfare reform. Sec-
ond, this study examines the sources of possible poverty effects of minimum wage
increases: wages, employment, hours of work, weeks of work, and wage income.
And finaily, this study expands the work of Neumark (2007) by examining the

“Brandon (1995} and Turner (1999) use data from the Survey of Income and Program Participation
(SIPF) to estimate the effect of minimum wage increases on the probability of exit from AFDC and reach
opposite conclusions, However, these studies focus on only a few years of data and minimum wage
effects are likely to be imprecisely estimated in short parntels (Baker, Benjamin, & Stranger, 1999, Page,
Spetz, & Millar, 2005). The Council of Economic Advisors (CEA) estimates the effects of welfare reform
policies and minimuem wage increases on welfare caseloads and finds that minimum wage hikes are
asseciated with a decrease in welfare caseloads, However, Page, Spetz, and Milar (2005) convincingly
show that the treatment of state-specific time trends and the time period chosen for analysis can explain
differences in their findings from those of the CEA, ‘ .

5An exception is Addison and Blackburn (1999), who find that minimum wage hikes had a modest neg-
ative effect on poverty rates of teenagers and junior high school dropouts in the pre-welfare reform: era.

Journal of Policy Analysis and Managernent DOI: 10.1 002/pam
Published on behalf of the Associatien for Public Policy Analysis and Management



Minirmum Wages and the Economic Well-Being of Single Mothers / 851

effects of minimum wage increases in a period covering the passage of state and
federal welfare reforms. :

IDENTIFICATION STRATEGY

Building on the models estimated by Page, Spetz, and Millar (2005), Grogger (2002,
2003, 2004), and Burkhauser and Sahia (2007), the following specification is used
to estimate the effect of minimum wage increases on poverty:

PVig = as + BMWy + X5 + PLm + Ziy + &is (1

where PV is a dichotomous variable measuring whether person i in state s at year
¢ lives in a family with total family income below the family-size adjusted poverty
threshold, MW, is the natural Jog of the higher of the real state or federal minimum
wage that prevails in state s in year {, X, is a vector of state and year-specific
economic controls, P is a set of state and yearspecific policy variables, and Z; is 2
vector of individual characteristics. The unobserved determinants of poverty are
. decomposed as follows: : '

Eigt = o; + Tf.+ f;(t) + Uist (2)

where 0; is a time-invariant state effect, which controls for fixed unmeasured
characteristics of states, 7 is a state-invariant year effect, which controls for time
trends common to all states, f(z) is a state-specilic time effect, which controls for
state-specific time trends, and vig is an unobserved error term. Fixed effects are
included in the model to ameliorate bias in the estimate of 8 that may result from
the endogeneity of minimum wage laws. The specification above is also used to
estimate the effects of minimum wage increases on the underlying sources of
poverty: wages, usual weekly hours worked, weeks worked per year, annual hours
worked, and annual wage income.® ' '

Tdentification of minimum wage effects comes from variation in minimum wages
around a state-specific trend. Page, Spetz, and Millar (2005) persuasively argue that
ihe inclusion of nonlinear state-specific time trends is important. in obtaining
unbiased estimates of the effect of minimum-wage increases on single mothers,
especially for samples spanning the pre- and post-welfare reform periods. In the
specification above, a state-specific quadratic time trend is permitted and is defined
as f+(t) = ast +agt’

While the above specification controls for several forms of unmeasured hetero-
geneity to address the endogeneity of minimum wage laws, this comes at a cost of
reduced precision. The inclusion of state-specific time trends requires estimated
employment effects to come off of deviation from trend, which may eliminate some
state-specifi¢ identifying variation in minimum wages. However, given the evidence
in Page, Spetz, and Millar (2005), as well as my own analysis of residuals from
regressions excluding state time trends, the benefit of reducing heterogeneity bias
by including such trends appears to outweigh the costs of lost precision.

Finally, I attempt ¢ test the sensitivity of the results to unobservables by esti-
mating Equation (1) on a sample of more highly educated single women who are

sModels with dichotomous dependent variables are estimated with linear probability models, Probit and
logit models produce margina? effects that were comparable to those reported in the paper.

[n an analysis of residuals from regressions omitting state-specific time trends, quadratic time trends
better fit the data than linear trends. The sensitivity of the results was tested by including only linear
time trends up to higher-order polynomials (up to five) in the specification of state trends and the results
were substantively unchanged. The omission of any state trends resulted in a different pattern of results,
consistent with Page, Spetz, and Miltar (2005}, which could suggest omitted variable bias,
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not expected to be affected by minimum wages. The results from these regressions
will provide a natural “anti-test” to shed light on the credibility of the identifying
assumptions of Equation (1) for less-educated single mothers.

DATA

Equation (1} is estimated using pooled cross-sectional data from the 1992 to 2005
March Current Population Survey (CPS). Questions about poverty, employment,
hours of work, weeks of work, and wage income are asked with reference to
the previous year; thus, these data correspond to the calendar years 1991-2004.
While the unit of observation is the individual, the estimate of 8 in equation (1) can
be interpreted as the estimated effect of state minimum wage increases on pre-
dicted poverty rates. The weighted means and standard deviations of the key
dependent and independent variables are found in Table 1. To be included in the
sample, an individual must be a single female head of household aged 15-55 with
her own children under age 18 living in the family, a comparable sample to that.
investigated by Page, Spetz, and Millar (2005), .

Poverty Measure. The key dependent variable is a measure of whether the single
mother lives in poverty, defined by official government reports as having family -
income that falls below a family-size adjusted poverty threshold. In 2004, a single
mother with two children would be defined as living in. poverty if family income
were less than $15,219. Arnong all single mothers over the period 1991-2004, 40.6
bercent reported that their total family income was below the poverty line. The per-
centage was much higher for single mothers without a high school diploma (71.9
percent) and lower for those with a high school diploma or more (32.8 percent),

Employment, Hours, and Income Measures. A single mother is defined as being
employed if she reports working positive hours last year. While 78.7 percent of all
single mothers reported positive hours of work, employment rates differed sub-
stantially by educational attainment. Only 56.4 percent of single mothers without
high school diplomas were employed, while 84.3 percent of single mothers with
some posi-high school education reported work. Differences in employmenti rates
by educational attainment contribute, in part, to differences in hours and weeks
worked, as well as annual wage income. Single mothers without a high school
degree worked, on average, 20.2 hours per week, 32.3 weeks per year, and 808.4
hours per year. Unmarried mothers with at least a high school education worked
- much more, at 32.3 hours per week, 38.4 weeks per year, and 1,501.2 hours per year.
Not surprisingly, unconditional wage incormne was also substantially higher for more
highly educated single mothers than for high school dropouts ($15,918 vs. $5,037).8
The final column of Table 1 shows hours and weeks of work, as well as wage income
conditional on employment, Single mothers were employed for an average of 38.0
hours per week and 44.6 weeks per year, and the mean wage income was over $17,000.

Minimum Wage. The key independent variable is the natural log of the larger of
the state or federal minimum wage. Between 1991 and 2004, there were two federal
minimum wage increases, as well as an increasing number of state minimum wage
hikes.? Because the inclusion of year effects in Equation (1) will capture much of
the variation in federal minimum wages, state minimum wage changes provide an
important source of identifying variation. In particular, the post-1997 period

8Annual wage income is measured in 2004 dollars and is top coded al $130,000, Estimation results are
not sensitive to choice of top-coding level.

°On April 1, 1991, the second phase of the 1990-1 991 federal minimum wage increase was implemented,
raising the federal minimum wage from $3.80 per hour to $4.25 per hour. Because the analysis uses
annual data, the federal minimum wage in 1991 is the average of the two federal minimum wages that
prevailed, weighted by the share of months each was in effect. A similar wei ghting scheme is used to cal-
culate state minimum wages when an increase is implemented on a date other than January 1, such as
the October 1996-19%7 federal mirimurn wage hike.
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Table 1. Weighted means and standard deviations of variables.

<HS =HS
All Education Education Employed
Dependent Variables
Poverty (official poverty definition) 0.406 0.719 0.328 0.288
(0.491) (0.449) © (0.470) (0.453)
Employment 0.787 0.564 0.843 —
(0.409) (0.496) (0.364)
Usual weekly hours worked 29.9 20.2 323 38.0
(17.8) . (19.3) (16.5) (9.74)
Usual weeks worked per year 35.1 21.9 384 44.6
(21.9) (23.1) (20.3) 13.7)
Annual hours Worked per year 1,362.7 808.4 1,501.2 1,731.9
- (%48.1) (916.3) (901.8) (707.0)
Annual wage income® 13,744 5,037 15,918 17,457
: (16252) (8081) (17033) (16452}
Independent Variables
Log (minimum wage) 1.58 1.57 1.58 1.58
(0.124) (0.127) (0.123) . (0.123)
Log (max. EITC benefit) 7.7 7.71 771 7.3
{0.490) (0.522) (0.481) (0.477)
Work requirement 0.656 0.620 0.665 0.684
. (0.458) {0.468) {0.454) (0.448)
Time limit 0.600 0.553 0.612 0.631
{0.486) (0.494) (0.483) (0.478) -
Family cap 0.352 0.343 0.354 0.367
(0.471) {0.468) (0.472) (0.476)
Paternity enforcement 0.595 0.549 0.606 0.626
. - (0.488) (0.495) (0.485) (0.480)
Ln {max. AFDC-FS3 benefit} 6.36 6.35 6.36 6.36
(0.228). (0.241) (0.225) (0.226)
Less than HS education 0.200 —_ -— 0.143
(0.400) (0.350)
Some college (>4 years college) 0.319 — 0.398 0.349
(0.466) (0.450) (0.476)
College 0.089 — 0.111 0.105
: (0.284) (0.314) {0.307)
Post-college 0.034 — 0.043 0.041
(0.181) ' (0.202) (0.199)
Pisability 0.082 0.133 0.069 0.037
(0.274) (0.339) (0.254) (0.189)
Child <6 years 0.399 0.487 0.378 0.364
: (0.490) {0.500) (0.485). (0.481)
Number of children 1.86 2.27 1.75 1.76
(1.04) (1.30) {0.941) (0.941)
Age 34.9 33.0 353 352
(8.23) (8.85) (8.01) (8.07)
Black 0.327 0.356 0.320 0.309
: (0.469) (0.479) (0.466) (0.462)
Non-MSA 0.176 0.168 . 0178 0177
(0.381) {0.374) {0.382) {0.382)
State unemployment rate 0.090 0.093 0.089 0.089
(males aged 25-54) {0.025) 0.024) (0.025) (0.025)
Average state mean wage 272 26.7 274 275
(all aged 25-54) (6.27) (6.19) (6.28) (6.31)
Log (state GDP) 123 12.4 123 12.3
(0.983) (0.986) {0.980) (0.983)
N 62,781 12,548 50,233 49,417

Note: Sample includes unmarried female heads of household aged 15-55 with own children under age 18.

aReal income measure top-coded at $150,000.
Source: Computed by the author

Data: March 1992 to March 2005 Current Population Survey.
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provides a rich new source of identification because of the increase in both fre-
quency and magnitude of state minimum wage hikes (Sabia, 2008a). Table 2 sum-
marizes state and federal minimum wage changes from 1991 to 2004. From this
table, it can be seen that most state minimum wage increases occurred in north-
eastern states and Pacific states.

State Economic Controls. State economic conditions are expected to influence sin-
gle mothers’ employment and earnings. As in Burkhauser, Couch, and Wiitenburg
(2000a, 2000b), Card and Krueger (1995}, and Deere, Murphy, and Welch {1995), sev-
eral state- and yearspecific measures of economic health are included as controls.
First, the average wage rate for workers aged 25-54 is included because as average
wages rise, firms may substitute toward lowerskilled workers. Next, the state- and
year-specific unemployment rate for prime age males aged 25-54 is included to cap-
ture state employment conditions. And fnally, the natural log of the state gross
domestic product (GDP) is included to capture state-specific economic growth.

Welfare Policy Variables. Between 1991 and 2004, many state-specific welfare
reforms were adopted, as states applied to the federal government for waivers from
federal welfare regulations.’® The Personal Responsibility and Work Opportunity

‘Reconciliation Act (PRWORA) of 1996 implemented, at the federal level, many of the

state welfare reform experiments and also facilitated states in adopting different types
of provisions. Because welfare waivers may alffect labor supply decisions of single
mothers—particularly poor single mothers who had been, are, or anticipate joining
the welfare rolls—these waivers are included as controls in the analysis (see Blank,
2001, 2002). Data on welfare waivers are obtained from the Council of Economic
Advisors (1999), Sabia (2008b), the Urban Institute, and Horvath-Rose and Peters
(2001)." Four key welfare reform policies are included: work requirements, time lim-
its for welfare benefits, family caps, ‘and sanctions for noncompliance with child
support arrangements. In addition to these welfare waivers, the natural log of the
state- and yearspecific maximum AFDC and food stamp benefit for a family of three
is included to capture non-work benefits available (Moffitt, 1992).

Maximum EITC Credit. Several studies in the literature have found that expansions
in the earned income tax credit (EITC) are associated with an increase in single
mothers”labor supply, though this effect is concentrated along the extensive margin
(see, for examnple, Hotz & Scholz, 2003; Rissa & Hoynes, 2005; Meyer & Rosenbaum,
2000, 2001; Ellwood, 2000; Grogger, 2003; Hotz, Mullin, & Scholz, 2002; Eissa & .
Liebman, 1996). This may be because while the EITC provides unambiguous incen-
tives for nonworkers to work, among workers, the offsetting income and substitution
effects—particularly over the phase-out range of the program—result in smaller -
hours effects. Between 1991 and 2004, 10 states enacted or expanded their refund-
able EITC credit. New York, Minnesota, and Vermont each offered refundable cred-
its of at least 30 percent of the federal EITC, which would increase the maximum
credit by nearly $1,200 for a family with at least two children.'? ‘

YBetween January 1987 and August 1996, 46 states—including the District of Columbia—received approval
to implement at least one demonstration profect to amend their Aid to Families with Dependent Chil-
dren (AFDC) and Job Opportunities and Basic Skills (JOBS) programs. Of the states that received
approval, 39 actually implemented the waivers before PRWORA was passed in August 1996, States that
either did not apply for approval or did not receive approval on their application were: Alaska, Kentucky,
Nevada, New Mexico, and Rhode Island. OF the states that received approval, 39 actually implemented
the waivers before PRWORA was passed in August 1996, :
"Horvath-Rose and Peters (2001) interviewed officials from many states in order to collect accurate data
about the statewide scope of implementation, If welfare waivers were not adopted statewide, the rele-
vant welfare waivers are coded proportional to the share of the population covered, Moreover, if a reform
was only adopted far some fraction of the year, that fraction is coded in the relevant state and year.

2 The maximum federal EITC credit in 2004 was $4,300. In Wisconsin, a refundable credit of 43 percent
of the federal EITC is available for a family with three or more children, which would result in a possible
maximum credit of $6,149. All control variables that meagure dollar amounts (EITC benefits, AFDC-FS
benefits, annual income, state GDP, and state mean wage) are adjusted for inflation and are measured
in 2004 dollars. .
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Individual Level Characteristics. Finally, a set of individual- and family-level demo-

- graphic characteristics expected to affect labor supply are included. These include

age, age squared, race, education, whether the mother has a disability, whethg:r

there are young children under age 6 in the household, the number of children in

the household, and whether the mother lives in a metropolitan statistical area
(MSA). '

While each of the regressions in this study controls for the above explanatory vari-
ables, the discussion of findings below and the results presented in the main tables
are limited to the effects of the minimum wage. Estimated coefficients on the con-
trol variables are available upon request. There are 62,781 single mothers aged
15-55 in the sample with non-missing observations. Of these, approximately 20 percent
(12,548) had not completed high school and 80 percent (50,233} had completed
high school or received some post-high school education.

RESULTS

Estimation results are presented in Tables 3-6. All regressions are weighted and
include state effects, year effects, and state-specific quadratic time trends. Standard
errors are corrected for clustering at the state level.

Poverty Effects

Table 3 presents estimates of the effect of minimum wage Increases on single
mothers’ poverty rates. The first panel presents findings for the 1991-2004 period.
In column 1, the general finding in Burkhauser and Sabia {2007) is confirmed with
additional post-PRWORA vyears included. Consistent with their results, there is no
evidence that minimum wage increases reduced poverly rates among all single
mothers. As Burkhauser and Sabia (2007) emphasize, the lack of a significant effect
may be explained by the fact that: (1) many single' mothers do not work and thus
cannot be directly helped by minimum wage increases, and (2) most working sin-
gle mothers are not directly affected by minimum wage increases because they
already earn wages higher than state or federal minimums. ' .

In columns 2 and 3, poverty effects are estimated by single mothers’ educational
attainment to ameliorate the pararmeter heterogeneity problem. As expected, there
is no evidence that minimum wages impact poverty among single mothers with a
high school diploma, who likely are sufficiently highly skilled that they are unaf-
fected by minimum wage policy (column 3). But even among single mother
dropouts {column 2), there is litide evidence that minimum wage increases affect
poverty. While the parameter estimate is negative, the absence of a large negative
significant effect could suggest that adverse employment and hours effects under-
cut income gains. ) .

In columns 4-6, the sample is restricted to working single mothers. In these spec-
ifications, the minimum wage is given its best chance to reduce poverty because
single mothers who may have become unemployed because of minimum wage
increases are excluded from the sample. But even here, the results continue to show
that minimum wage increases have no effect on poverty among single mothers of
any education level, '

In the second and third panels of Table 3,1 examine whether the effect of mini-
mum wages on poverty differs in the pre- and post-PRWORA eras. It may be that
the increase in the share of single mothers who are working in the post-PRWORA
period increases the effectiveness of minimum wages in reducing poverty among
this population. However, across both the pre- and post-PRWORA periods, there is
little evidence that minimum wage hikes have a significant effect on poverty. '

Next, the sensitivity of the poverty results to alternate definitions of poverty is
examined. In Panel IV, the dependent variable is a contirious measure of the
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Table 3. Effect of minimum wage increases on single mothers’ poverty, 1991-2004.

All Working
< HS = HS < HS = HS
All Educ. Educ. All Educ. Fduc.
(D 2) 3 4) (3) (6)

Panel I: Full Samiple

Log {minimum wage) —0.088 ~{.203 —0.057 —0.062 —0.305 ~0.024
{0.069) (0.282) (0.076) (0.070) (0.459) {0.108)
[62,781] [12,548] [50,233] [49,417] [7,038] [42,379]

Elasticity - =0.217 -0.282 0.174 . —0.215 —0524 0.100
Panel II: Pre-PRWORA Sample
Log (minimum wage) —0.186 —0.362 —-0.148 —0.144 —0.176 -0.179

{0.111) {0.369) (0.113) 0.277)  (0.417) (0.290)
[23,610] 55811 [18,029] [16,979] [2,583] [14,396]

Elasribity —0.408 —0.468 —0.404 -0.477 —0.287 -0.716
Panel IIT: Posi-PRWORA Sample . .
Log (minimum wage) -0.030 —0.325 0.059 0.026 —0.568 . 0.150

(0.082) (0.202) (0.087)  (0.108) {0.515) (0.089)
[39,171} [6,967] [32,204] [32,438] [4,455] [27,983])

Elasticity —0.081 _—0.484 0.195 0.094 —-1.01 0.649
Panel IV Total Household Income-to-Needs _
Log (minimum wage) 0.057 0.729 —0.054 0.038 0.949 —-0.026

(0.451) (0.552) (0.446) (0.489) (0.677) {0.483)
[62,781] [12,548] [50,233] - [49,417] - [7,038] = [42,379]

Elasticity 0.030 0.776 —0.025 0.017 0.786 —-0.011
Panel Vi Total Household Income -+ EITC

Log (minimum wage) —0.105 —0.130 —0.088 —0.155 -0.301 ~0.091

: ) (0.101) (0.262) {0.096) (0.104)  {(0.413) (0.108)
[62,781] [12,548] [50,233] [49,417] [7,038] [42,379] "

Elasticity —0.324 -0.213 —0.348 —-0.767 —0.690 —0.558

Notes: The dependent vaxiable in Panels I, II, and TI1 is an indicator for poverty based on family
income and the official family-size adjusted poverty threshold. The dependent variable in Panel TV is a
continuonus measure of total household income to needs, where total household income includes all
earned income plus government transfers. The dependent variable in Panel V is 2n indicator variable
for poverty, where total household income includes government transfers and EITC benefits. Regres-
sions in Panels I, IV, and V are based on the 1991-2004 sample. Regressions in Panel 1T are based on
the 1991-1996 sample. Regressions in Panel IIT are based on the 1997-2004 sample. All regressions
include state effects, year effects, state-specific quadratic time trends, and the set of controls listed in
Table 1.

*+* Significant at 1% level; ** Significant at 3% level; * Signiﬁcaﬂt at 10% level. Standard erroxs are
corrected for clustering at the state level, All regressions are weighted.

Source: Computed by the author.
Data: March 1992 to March 2005 Current Population Survey.

income-to-needs ratio of the single mother’s household, where income is defined as
total household income, consistent with the definition wsed in Burkhauser and
Sabia (2007). The findings using this measure are consistent with those in Panel L
Finally, in Panel V, the dependent variable is an indicator of poverty based on total
household income that also includes EITC payments. Minimum wages could affect
an after-tax measure of poverty by increasing or decreasing EITC payments due to
a change in earnings. However, across models in Panel V, the results remain
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unchanged. Taken together, the results in Table 3 suggest that raising the minimum
wage has not been a particularly effective anti-poverty tool for single mothers. The
reasons for this result are explored in the remaining tables.

Wage Effecis

Tf minimum wage increases are to affect single mothers’ economic well-being, they
must affect workers’ wage rates. The first six columns of Table 4 show the wage dis-
iribution of working single mothers by educational attainment.!? All wages are in
2004 dollars and are calculated as the ratio of annual wage income to annual hours
worked. The wage distribution in row 1 suggests that most working single mothers
earned sufficiently high wages that they are not directly affected by minimum wage
increases, a point emphasized by Burkhauser and Sabia (2007).

However, there are substantially more low-skilled, low-wage women among sin-
gle mothers who had not completed high school (row 2). This suggests that mini-
mum wage policy is likely to affect single mothers who are less educated. In
contrast to these lower-skilled workers, single mothers with at least a high school
diploma (row 3) are unlikely to be affected by minimum wage policy because these
workers are higher-skill, higher-wage workers. ‘

" 1In the final column of Table 4, estimates of the effect of minimum wage increases
on the wages of working single mothers are presented. Consistent with the observed
wage distributions, there is little evidence that minimum wage increases signifi-
cantly affect wages of all single mothers (row 1, final ‘column) or more highly
educated single mothers (row 3, final column). However, for less-educated single
mothers (row 2, final column), there is a significant wage effect. A 10 percent
inerease inthe minimum wage is associated with a 9.9 percent increase in wages.

In summary, there are two important findings to take away from Table 4. First,
minimum wage increases do not affect the vast majority of working single mothers
because most earn wages greater than state or federal minimum wages, Second,
minimum wage hikes increase the wages of less-educated single mothers. However,
the results in Table 3 indicate that these wage increases did not lead to a reduction
in poverty. Next, I examine whether this result can be explained by labor demand
responses to minimum wage hikes.

Employment, Hours, and Income Effects

In Table 5, estimates of the effect of minimum wages on employment, hours, weeks,
and income are presented. There is little evidence that minimum wages affect all
single mothers (Panel I), but this is not surprising given that most working single
mothers are not affected by minimum wage policy (see Table 3 and Burkhauser &
Sabia, 2007). However, for less-educated single mothers (Panel II), there is consis-
tent evidence that minimum wages have significant adverse labor demand effects.
A 10 percent increase in the minimum wage is associated with an 8.8 percent reduc-
tion in employment for single mothers who had not completed high school. This
estimated employment elasticity is quite large compared to elasticities found in the
literature ‘on teenagers, which tend to range from -0.1 to —0.3 (Neumark &
Wascher, 2007),-but is comparable o estimates obtained for non-high school grad-
uates, which recent studies have placed between —0.8 and —0.9 (Burkhauser,
Couch, & Wittenburg, 2000a, 2000b; Neumark, 2007).

There are several explanations for why less-educated single mothers may experi-
ence especially large unemployment effects from minimum wage increases. First,

13 1f p working single mother’s imputed wage rate is less than $2.00 per hour, it is bottom coded to $2.00
per hour. Wage rates are similarly top coded at $150 per hour. The results were not sensitive to modest
changes in the selection of bottom- and top-coded values. ‘
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Table 5. Effect of minimum wage increases on single mothers’ employment, usual weekly
hours, weeks per year worked, annual hours, and wage income, '

Weekly Weeks Annual Wage
Employment Hours Last Year Hours Income
D (2) (3) 4 (5)
Panel I All '
Log (minimum wage) -0.079 . 0,584 -6.76 —33.4 —1723.8
(0.130) (4.67) (6.57) {205.7) (3146.6)
Min. wage elasticity —0.100 0.020 —0.193 -0.025 —0.125

. (62,781} [62,'.781] {62,781 . [62,781] [62,781]
Panel II: < HS Education

Log (minimum wage) —0.497%** —18.5ww —25.3%%%  _g53 e —2815.9

(0.124) {(5.16) {7.18) (257.9) (2874.8)
“Min. wage elasticity —0.881 —0.916 —1.16 -1.18 —0.559

[12,548]  [12,545] [12,548] [12,548]  [12.548]
Panel IIT: = HS Educa{ion

Log (minimum wage) -0.,011 3.88 -3.71 128.9 —1384.9
{0.132) {4.85) (6.74) {216.0} (2916.1)
Min. wage elasticity —-0.013 0.120 —0.097 0.086 ~0.087

- [50,233] [50,233] [50,233] [50,233] [50,233]
Notes: All regressions include state effects, year effects, state-specific quadratic time trends, and the set
of contrals listed in Table 1. Sample sizes are in brackets and robust slandard errors are in parentheses.

=% Sienificant at 19 level; ** Signiticant at 5% level; * Significant at 10% level.
Standard errors are corrected for clustering at the state level. All regressions are weighted.

Source: Computed by the author,
Data: March 1992 to March 2005 Current Population Survey.

prior to state and federal welfare reforms that required work, there was little incen-
tive, and, in fact, strong disincentive in some cases, for many less-educated single
mothers to accumulate job experience. Thus, single mothers without a high school
diploma may be even lower skilled than other populations of dropouts, making
them more likely to be laid off when minimum wages are increased. Second, the
birth of a child often interrupts work, leading to gaps in the accumulation of expe-
rience and skill. Waldfogel (1998) suggests that the child wage penalty for never-
married mothers may be larger than that for other women. And finally, minimum
wage increases may shift employment away from low-skilled adults and toward
teenagers and students (Lang & Kahn, 1998), which could result in larger estimated
effects for low-skilled single mothers. '

While the above employment effects are important, examining only employment
elasticities may obscure the full effects of minimum wage hikes on less-educated
single mothers’ labor supply. This is because changes in employment could mask an
increase or decrease in the demand for labor;, measured by work hours or weeks of
work (Couch & Wittenburg, 2001). Firms may reduce employment and average
hours worked by those employed as a response to higher labor costs, or may
increase hours of retained workers to compensate for reduced employment. More-
over, among retained workers, the offsetting substitution and income effects from a
minimum wage increase could lead workers to supply more or fewer hours.!4
Columns 2—4 of Panel II present the estimated effect of minimum wage increases

'* While there is evidence that women’s own wage elasticity has been falling, particularly for married
women {see Blau & Kahn, 2007), the evidence still suggests that working single women have larger wage
elasticities than men (see, for example, Kimmel & Km'esner; 1998), ‘
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Table 6. Robustness of estimates for less-educated single mothers to specification choice.

Annual - Wage :
Employment Hours Income Poverty
1) () ) (4}
Panel I: Lagged Effecls '
Log (minimum wage) ~0.465%%* —876.7%+* —-3084.9 —-0.251
. (0.129) (286.3) (3278.2) (0.258)
Lag [log (Minwage)] —0.088 —215.9 761.5 0.139
(0.188) (401.4) - (4400.2) - (0.134)
Long-runn MW elasticity —0.980 -1.35 —(0.461 —0.156
[12,548] 12,548] [12,548] [12,548]
Panel II: Added Welfare Control - )
Log (minimum wage} —0.427%%* —793.7%* —2547.6 -0.278
(0.138) ' (305.4) . (2936.9) (0.251)
Lag [log (Minwage)] -0.090 -219.5 738.8 0.140
i (0.185) (378.3) (4108.2) (0.124)
Long-run MW elasticity®. —0.917 —-1.25 —-0.359 -0.192
[12,548] [12,548] [12,548] {12,548]
Panel III: Anti-Test on Married Men
Log (minimum wage) 0.038 138.0 —5225.8 0.026
' (0.025) o (99.4) (3229.9) {0.027)
Min. wage elasticity 0.040 0.063 —-0.147 . 0.580
[250,481] [250,481] {250,481] [250,481]

Notes: All regressions include state effects, year effects, state-specific quadratic time trends, and the set
of controls listed in Table 1, Sample sizes are in brackets and robust standard errors are in parenthe-
ses. Regressions in Panels T and II use the sample of single mothers aged 15-53 without a high school '
degree. Panel II uses a sample of married men aged 18-64 with a high school degree or more. The
regression in Panel I includes a one-year lagged minimum wage variable as an additional regressor;
the regression in Panel If also includes 2 control for the estimated share of single mothers in each
state in each year receiving public assistance.

#»¥ Gipnificant at 1% level; ** Significant at 5% level; * Significant at 10% level. Standard errors are
corrected for clustering at the state level. All regressions are weighted.

Source: Computed by the author. :

Data: March 1992 to March 2005 Current Population Survey.

s For models in Panels I and II, the long-run elasticity is presented, which is the sum of the contempo-

raneous and lagged minimum wage effects. For employment and hours elasticities (columns 1-2) in
Panels I and II, the long-run elasticity is significantly different from zero. :

on usual weekly hours worlked, weeks worked per year, and annual hours of work
for less-educated single mothers. The estimated elasticities for weekly hours
(—0.916), weeks per year (—1.16), and annual hours {~1.18) are each larger than
the estimated employment elasticity, suggesting that the estimated employment
effect understates the full labor demand effects of minimum wage hikes. This result
is consistent with the findings of Couch and Wittenburg (2001) in their study of
teenagers. ) ) -

These large adverse employment, hours, and weeks effects help to explain why
wage gains from minimum wage hikes did not translate to significant poverty effects
for less-educated single mothers. On net, minimum wage increases had no significant
effect on average wage incomes of less-educated single mothers (column S, Panel II).
In fact, the sign of the estimated effect is negative. This suggests that while some single
mothers may have been lifted out of poverty due to positive wage effects of minimum
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wage increases, others had their incomes decline due to adverse ermployment and
hours effects, consistent with the results of Neumark and Wascher (2002).55

Finally, in Panel ITI, I examine the effect of minimum wages on more highly edu-
cated single mothers, a population that should not be affected by the minimum
wage. Not unexpectedly, I find that minimum wage increases do not affect employ-
ment, hours, weeks, or incomes of more highly skilled single mothers. The estimated
elasticities are always insignificant and sometimes of the opposite sign. The lack of
adverse labor demand effects for this more highly skilled population adds to our con-
fidence in causally interpreting the estimates for less-educated single mothers.!$

Sensitivity Tests

To test the sensitivity of the above findings to model specifications, a set of robust-
ness checks is presented in Table 6. First, a number of researchers have suggested
that employers may not respond instantaneously to changes in the minimum wage
and argue for the inclusion of lagged policy effects (Neumark, Schweitzer &
Wascher, 2004; Burkhauser, Couch, & Wittenburg, 2000a; Page, Spetz, & Millar,
2005; Baker, Benjamin, & Stranger, 1999; Campolieti, Gunderson, & Riddell, 2006).
Thus, the specifications in Panel I of Table 6 include both contemporancous and
one-year lagged minimum wage variables. The estimated long-run elasticities for
employment and hours (columns 1 and 2) are larger than the short-run elasticities
in Table 5, suggesting that firms take time to fully adjust to the change in wage floor.
These results imply that examining only contemporaneous effects may understate
the full effect of the minimum wage. - ‘

Next, in Panel II, T test the sensitivity of results to an additional control for state-
level welfare reform: a state- and yearspecific estimate of public assistance partici-
pation rates by single mothers, This measure is designed 10 capture unmeasured state
welfare reform policies or strength of enforcement of welfare reform policies, which
may be associated with changes in minimum wages and single mothers’ economic
well-being. The inclusion of this measure leaves the main results unchanged.!”

‘And finally, I test the credibility of the identification assurnption of the above
specification by conducting a falsification test on another population that is not
expected to be affected by rninimum wages: married men aged 18-64 with at least
a high school education. Tf there were evidence of significant effects of minimum
wage increases on this population, it could suggest an important omitted variable
bias problem in models examining less-educated mothers. Across outcomes in
Panel III, however, there is little evidence that minimum wage hikes affected the
employment, hours, or earnings of married men, adding confidence to the identifi-
cation strategy used for single mothers.

DISCUSSION AND CONCLUSIONS

Despite policymakers’ calls for minimum wage increases to fight poverty among
single mothers, raising the minimum wage appears to have been an ineffective
antipoverty tool during the era of welfare reform. Most single mothers were not
affected by minimum wage increases because they already earned wage rates
higher than state and federal minimum wages. But it is important to note that, even

'* In unreported results in which the sample was conditioned on employed less-educated single moth-
ers, minimum wage increases also had no effect on the wage income of working single mothers.

'6 If estimation results for more highly educated single mothers had indicated significant effects of min-
imum wage increases, this would have undermined, the credibility of results for less-educated single
mothers by raising suspicions that the findings in columns 4-6 were spurious correlations,

"7 Estimates of employment, hours, and income effects were also conducted separately in the pre- and
Post-FRWORA periods. The strongest evidence of adverse minimum wage effects appear in the post-
PRWORA era, in part due to the increased stateJevel variation in minimum wages, which leads to more
precise estimates.
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among less-educated mothers who were affected by minimum wage increases,
adverse employment and hours effects resulted in no net income gains.

There are a few limitations to this study that warrant mention. First, if changes
in minimum wages are correlated with marriage, childbearing, or education deci-
sions of women, this may alter the composition of less-educated female family
heads with children, which may, in turn, lead to biased estimates (see Grogger,
2002, for a detailed discussion of this issue with regard to welfare reforrm). '8 Empirical
evidence of the effects of minimum wage increases o1l family formation, marriage,
and childbearing is quite limited, and the theoretical effects ambiguous, creating
difficulty in assigning an a priori sign to this form of sample selection bias.

Second, because this study uses pooled cross sections rather than longitudinal
data, 1 do not examine the effect of minimum wage increases on family-specific
flows.into and out of poverty. Thus, the study cannot measure the share of less-
skilled single mothers that were moved out of poverty due to wage gains and lim-
ited hours losses, and the share that were moved into poverty due to substantial
adverse labor demand effects. Rather, the results describe only net poverty effects.
Understanding dynamic family poverty effects may be of interest in analyzing the
distributional effects of minimum wage increases.

Finally, the findings of this study could be enhanced with the aid of qualitative
research, For example, qualitative evidence from welfare caseworkers or from less-
educated single mothers themselves on their job searches or work schedules fol-
Jowing minimum wage hikes could be informative. ' ;

In summary, my results suggest that raising the minimum wage has been an inef-
fective antipoverty tool for single mothers. And taken together with the welfare
findings of Page, Spetz, and Millar (2005), it could suggest that minimum wages
cause unintended adverse consequences for precisely the vulnerable populations
they are purported to help. As policymakers explore alternative strategies to com-
bat poverty among single mothers, one such policy that merits greater attention is
the earned income tax credit. The EITC has two advantages over the minimum
wage in combating poverty. First, because eligibility is based on family income
rather than a wage rate, the benefits are much more likely to be received by work-
ers in poor families (Congressional Budget Office, 2007; Burkhauser & Sabia, 2007;
Burkhauser, Couch, & Glenn, 1996). Second, because the costs of the EITC are not
directly borne by employers, expansions in wage subsidies do not cause adverse

Nabor demand effects. To the contrary, a large body of empirical literature finds that
expansions in the EITC increase employment among low-skilled single mothers
(Hotz & Scholz, 2003; Eissa & Hoynes, 2005; Meyer & Rosenbaum, 2000, 2001;
Ellwood, 2000; Grogger, 2003; Hotz, Mullin, & Scholz, 2002; Eissa & Liebman,
1696).1 Given that employment is an important antipoverty mechanism and wage
subsidies can increase income to the working poor, expansions in the EITC may be
a more effective means of aiding low-skilled single mothers.

JOSEPH J. SABIA is an Assistant Professor in the Department of Public Administra-
tion and Policy at American University. '
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18 Ope solution to this problem is to model selection into the sample, but the lack of credible instruments
needed to idemtify the selection process limits such a procedure. Another solution would be to examine
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The Employment and Distributional Effects of Minimam Wage Increases:
A Case Study of the State of New York

Abstract

Using data drawn from the Current Population Survey outgoing rotation groups,

. we estimate the employment effects of the 2004-2006 New York State minimum
wage increase, and use these estimates to simulate the employment and
distributional consequences of a newly proposed state minimum wage hike.

- Difference-in-difference-in-difference estimates show that the last state minimum
wage hike from $5.15 to $6.75 per hour reduced employment among 16-t0-29
year-olds without a high school degree by approximately 26 percent, an implied
elasticity of -0.8. This result is-robust to a wide set of cross-state and within-state

“contro! groups and is further bolstered by results from falsification tests in the
periods just vefore and after the minimum wage was increased. When we use our -
estimated employment elasticities to simulate the distributional consequences of’
the proposed state minimum wage hike from $7.15 to $8.25, we find that just 20
percent of the benefits will be received by workers in poor households.

JEL Codes: J23; J38; 132
Keywords: minimum wage, employment, natural experiment



I. Introduction
_ In June 2007, New York State Assembly Speaker Sheldon Silver proposed
legislation to-raise the state minimum ';vage from $7.15 to $8.25 per hour, and to index it
to inflation thereafter. Proponents argue that such 1niniﬁum wage increases have no
negative employrﬁent effects (Card and Krueger, 1995; Dube et al., 2008) and will be
effective in aiding poor workers,! whileropponents emphasize the minimum wage’s poor
target efﬁc‘;iency (Burkhauser and Sabia, 2007) and non-trivial adverse employment and
‘hours effects folr low-skilled workers (Neumark and Wascher, 2007). While 'forecésting _
the behﬁvic.n'al and distributional consequences of é proposed state minimum wage hike
can prove difficult, the case of New York provides a unique opportunity to do so. This is
because Speaker Silver’s new proposal comes on the heels of New York’s recent
experience with an increase in the state minimum wage. We seek to simulate the
employment and distribﬁtiona‘l effects of the newly proposed state minimum wage hike
- by using estimates obtained from the last increase.

. The timing of the laét minimum wage hike in New York provides the key to
identifying its effect on low-skilled workers. In 2004, the New York State legislature
overrode Governor George Pataki’s veto and raised the state minimum wage froﬁ $5.15
to $7.15 per hour. The wage hike was implemented in three phases: from $5.15 to $6.00
per hour on J. anuary 1, 2005; from $6.00 to $6.75 on January 1, 2006; aﬁd finally from
$6.75 to $7.15 on January 1, 20072 Ina windo;;v between 2004 and 2006, three border
or near-border states—Pennsylvania, Ohio, and New Hampshire—did not change their

minimum wages from $5.15 per hour. Thus, focusing on New York’s minimum wage

1See, for example, Economic Policy Institute {2006), Fiscal Policies' Institute (2004),
% During this period, New York State also raised the wages of food service workers who received tips from
$3.30 to $4.60 per hour. ' :



increase from $5.15 in 2004 to $6.75 in 2006 permits the construction of a comparison
group of low-skilled individuals in Pennsylvania, Ohio, and New Hampshire that were
not directly affected by minimum wage increase. Moreover, we rely on more highly-
educated or experiénced workers to serve as a wi;rhinnstate comparison group. The use of
both crossfstate' and within-state comparison groups permits a difference-in-difference-in-
difference (DDD) identification strategy, which will compare relative employment trends
between low- aﬁd high-skilled individuals in New York with such trends in comparison
States. We then use our estimates of the Jabor demand effects of the 2004-2006 New
York minimum wage increase to simulate the employment and distribution_al
- consequences of the proposed hike to $8.25 per hour. |
Using data from the 2064 and 2006 Current Population Survey (CPS) oﬁtgoing
rotation groups, we first estimate the effects of New York’s minimum wage hike from
.$5.175 to $6.75 per hour on 16-t0-29 year-olds without a high school degree. We find that
the increase in the minimum wage reduced the share of these low-skilled workers who
earned between $5.15 and $6.74 pér hour and increased the share carniﬁg $6.75 per hdur.
Our results also show consistent evidence of large adverse employment effects We find
that the 31.1 percent increase in the New York minimum wage was assomated with a
12.2 to 36.5 percent decline in employment of less-educated 16-to-29 year olds. These
effects imply an employment elasticity of 0.4 to -1.2, with a me;iian elasticity estimate
of approximately -0.8. We find less consistent evidence that raising the minimum wage
affected work hours among retained workers.
Our employment lestimatcs are robust to the choice of comparison States, the

choice of within-state comparison groups, and to the inclusion of a number of control



variables. Moreover, the credibility of our identification strategy is bolstered by the’ ‘
results of falsification tests, which show that relative employment trends between low-
skilled and high-skilied individuals in New York did not fall faster than comparison
States in the period prior to the passage of the minimum wage increase (2002—2004) or
when compauson States also raised their minimum wage (2006 -2007).

Finally, we use our employment and hours estimates frmﬁ the last minimum wage
increase, along with more conservatlve estimates from the exmtmg literature, to simulate
the emponment and distributional effects of the proposed New York minimum wage
hike from §7.15 to $8.25 per hour. Using conservative employment elasticities, we
estimate that over 16,000 j‘obs will be Iést. When we simulate the distribution of monthly
- benefits from this minimum wage hike, we find that just 20 percent of the benefits will go
to workers in poor households. At average employment elasticities greater than -0.89—
which are not mmplausible given the range of estimates we obtainm;poor working
: households will suffer, on net, monthly labor earnings losses from the pro';;.)osed minimum
wage hike. We conclude that other policy tools, such as expansions in the New York
State Earned Illcdme Tax Credit (EITC) program, aré likely to be more effective at

promoting employment and increasing incomes of low-skilled poor workers.

I1. Literature on Employment and Dlstrlbutlonal Effects

Employment Effects. Standard neoclassical economic theory suggests that
minimum wage increases reduce the demand for low-skilled Iabor thus reducing
employment and hours worked (see Stlgler 1946 for the first modern discussion of the

employment and distributional effects of miinimum wage increases.) Much of the



literature _ex_mﬁining the employment effects of minimum wage hikes have focused on
low-skilled workers, usually teenagers and high school dropouts, because these
populations are the most fikely to be affected by them.

Neumark and Wascher (2007) review over 90 studies published since the Card :
and Krueger (1994; 1995) studies of the mid-1990s and conclude that the evidence is
«“gverwhelming” that the least-skilled workers most likely to be adversely affected by
m1n1mum wage mcreases experience the strongest diserﬂployment effe;:ts (see, for
example, Campolieti et al., 2006; Campolieti et al., 2005; Burkhauser, Couch, and
Wiﬁenburg, 2_0003,b; Deere, Murphy, and Welch, 1995; Neumark, 2001; Neumnark anc_i_
Wascher, 1992, 2002; Neumark et al,, 2004; Partridge and Partridge, 1999; Currie and |
Fallick, 1996; Williams, 1993; Couch and Wittenburg, 2001; Sabia, 2008a,b;c). In this
context, the Card and Krueger (1994; 1995) results appear to be outliers.

Recently, however, the debate in the literature has been stirred ane§v by studies
tﬁat have questioned the credibility of the estimation strategy used in many national péﬁel
_studles (see, for example, Dube, Lester, and Reich, 2008' Addison et al., 2008). These |
authors argue that the usual panel data techmques of controlling for state and year effects,
and identifyiﬁg minimum wage effects from within-state variation in the minimum wages
may be flawed due to unobserved state-specific trends in Jow-skilled employment. To
better control for differences in trends that could exist across heterogeneous states, these
studies have instead relied on variation in.minimum.v‘vages in contiguous counties across
state borders, which they argue should have similar employment trends. With this

~approach, they found little ev1dence of adverse employment effecis in the low- skliled

retail and restaurant sectors (see, for example, Dube, Lester, and Reich, 2008; Addison et



al.,, 2008). However, there is evidence that minimum wage effects are robust to the
inclusion of state-specific linear and quadratic time .trends, particularly when examining
]owfskilled workers across sectors (Page et al., 2003; Sabia, 2008a).

In addition to larger-scale national panel studies of minimum wage effects, other
studies have focused on specific case studies of minimum wages in particular states or
cities, generally using a difference-in-difference identification strategy (see, for example,
Card, 1992; Card and Krueger, 1994; Dube et al., 2007; Kim and Taylor, 1995).% Card
and Krueger (1994) examine the effect of the 1992 minimum wage increase in New-
Jersey from $4.2510 §5. 05 per hour on fast food restaurant employment using
Pennsylvania as their control state, and find no evidence of adverse employfnent eff.ects..'
However, the findings of this study have been 01'iticized over both éhoice of research
design (Hamermesh, 1995) and phone survey methodology (Welch, 1995).

Using similar methodology, Card (1992) uses establishment data from the Bureau.
of Labor Statistics’ unemployment insurance %ystem to estimate the effect of the 1988
California minimum wage hiice from $3.35 to $4.25 on retail employment. He compares
retail employment growth in California (from 1984 to 1990) to retail employment growth
in a set of control states that did not i increase thelr minimum wage: Arizona, Florida,

_Georgla New Mexico, and Texas. Using a d1fference~m—difference strategy, he finds no
adverse affects of California’s minimum wage increase on state retail employment
growth.

Again, the key criticism of the identification strategy employed by Card (1992)

and Card and Krueger (1994) is that their control states could have had different

* Note that larger national panel studies can often be 1nterpreted as pooling these particular state
“experiments.” :



employment growth trends than their “treatment” state for reasons that are unrelated to
the minimum wage (De;:re et al., 1995; Welch, 1995; Hamermesh, 1995; Neumark and
Was.cher, 1995; Kim and Taylor, 1995). Kim gnd Taylor (1995) find some evidence in
County Business Pattert (CBP) data that Caiifomia’s retail sales growih in the late 1980s
was much Stronger than in the rest of the country. This could suggest that Card’s
estimates were subject to omittéd variable bias.*

In summary, the critiques of the above case studies and national panel studies,
highlight the importance of controll_ing for non-minimum wage-related differences in
employmcnt trends between treatment and comparison States, and the need to test the

_sensitivity of ¢stimated ernpl-oyme.nt elasticities' to aséumptions about the nature of
umﬁeasured empioyment trends. |

Distrfbutionaf Consequences. A second vein of literature pursued by Burkhauser
and colleagues (Burkhauser and Sabia, 2007; Burkhauser and Harrison,‘1999; |
Burkhauser, Couch, énd Gleﬁn, 1996; Burkhauser and Finegan, 1989) has avoided the

- debate about employmenf effects and instead focused on the distribution of beneﬁtsr of

-proposed minimum wage increases. Ina séries of studies, these authors show that
ben;ﬁciarics of mini_mum waée hikes are, in the main, not poor and that the majority of
poor workers already carn wages greater than state or federal minimums.- For example,
Burkhauser and Sabia (2007) show that the Federal minimum wagerincrease from $5.15
to $7.25 per hour would yield 518 million in benefits, of which only $2.3 million (12.8
percent) would be received by workers living in poor households. However, an

important limitation to these simulations is that they fail to account for the behavioral

4 Card and Krueger (1995), however, do note that employment trends Jooked similar in the period prior to
the minimum wage hike. :



effects of the minimum wage. As the authors note, because they assume zero
~employment elasﬁcities, their simulations are likely upper-bound estimates of the benefits
to workers (Burkhauser and Sabia, 2007). | |
| One strategy of accounting for behavioral effects of the minimum wage in

determining the distribution of benefits is to directly estimate the distributional effects of
past minimum wage increases from the oata, as Neumark and Wascher (2002) and
Neumark et al. (2004, 2005) have done. Using matched CPS data, these aothors found
that minimum wage hikee have been ineffective in reducing poverty' not only because of
poor target efﬁoienoy, but also because of adverse employment or hours effects. They
found that while minimum wage increases lift some Iow skilled workers out of ooverty,
these hikes push other non—poor workers into poverty, leaving low-skilled workers, on
‘net, worse off, Sabia (2008c) finds a similar result for less-educated single mothers,

The approach of estimating distributional consequences of past rﬁinimum wages
from the data is informative, but can prove dlfﬁcult with case studies of particular states
due to data constraints. Only mformatlon from the March CPS can be used for
distributional estimates because this is the only survey that contains information on
household income end poverty status. Obtaining estimates of employment, hours, wage,
and income effects for households of each income-to-needs category can prove difficult
dUe to small numbers of observations per cell,

A second aporoa'ch is to use a blunter set of employnﬁen’c and ‘hours worked
elasticity estimates for low-skilled workers to predict an individual-specific probability of.
job loss, and then to use this estimated probability to simulate aggregate job losses and

net benefits that each minimum wage worker will receive from a proposed hike. Baicker



and Levy (2008), Yelowitz (2003), and Burkhauser and Simon (2008) use this epproach
to estimate the effect of state pay-or-play insurance reforms. However, it has not yet
been employed in the minimum wage literature.

The current study contributes to the minimum wage literature in several ways.
First, our study is the first to link the employment and hours effects of a recently enacted
state minimum wage hike to smulatlons of distribution of benefits from a proposed state
minimum wage hike. Second, while prev10us case studies of the minimum wage have
generally studied industry-wide employment, none have focused on employment among
[ow-skilled workers more broadly across sectors es we do. Third, given the controversies
surroundmg unmeasured state- spemﬁc employment trends in control states, we are |
careful to test the sensitivity of the results to different comparison States and to a variety
of more ht ghly;educated within-state control‘groups. And finally, to further bolster the
credibility of our identification strategy, we conduct a set of falsification tests to-show
that the employment effects we attribute to the minimum wage are likely not attributable
to unmeasured state employment trends that pre-dated or post-deted the minimum state

wage hike under study.

IT1. Data

Our primary analysis uses data drawn from'pooled monthly cross-secﬁons of the
2004 and 2006 Current Population Survey (CPS). We use information from the outgoing
rotation groups to generate a sample of workers from our treatment state, New York, and
three comparison States that are border or near-border states: Pennsylvania, Ohio, and

New Hampshire. In 2004, each of the four states had a minimum wage of $5.15 per hour.

10



In 2006, New York’s minimum wage had been raised by 31.1 perceﬁt to $6.75 per hour,
thile Pennsylvania, Ohio, and New Hampshire all retained a minimum wage of $5.153
per hour. The selection criteria for the control states were states in closest proximity to a |
New York border with a state rhinimum wage of $5.15 in both 2004 and 2006. Thus, for
examble, we do not include Cdnnedticut, Massachusetts, or New Jersey as. control states

| because each had a state minimum w;fclge greéter than $5.15 in 2004 and raised their
minimum vs./age between 2004 and 2006.

Our primary sample of interest ig a group of low-skilled workers that we expect to
be affected by minimum wagé policy: less-experienced, lesé—educatedlworkers.

‘ Specifically, we &1'aw a samﬁle of individuals aged 16-t0-29 wi;chout‘a high'school
dip]omé or GED. We also examine age—speciﬁé suBsets of this low-skilled population
that méy be affected by minimum wage policy: téenagers aged 16-to-19, high school
dropouts aged 20-to-24, and high school dropouts aged 25-t0-29.

Ouffoﬁr main outéomes of interest are: (1) the share of 16-t0-29 year;old workers
without a high school degree ea.rning hourly wages between $S. 15 and $6.74 per hour; (2)
the share earning $6.75 per hour; (3). Whethel_* the respondentr \.zvas employed in the o
previous week, and (4) the natural log of hours worked among employed workers. Our
key independent'varigﬁle of interest is a minimum wage indicator equal to one ifthe
reépondent lived in New York in 2006, and equal to zero if the respondent lived in a
comparison State or if the year was 2004. In a number of specifications, we also include
a set of iﬁdividuai-level controls: age, age-squared, mai;ital status, race, sex, number of
own children under age .1 8 in the family, whether the respohdent rlives in an SMSA,

- month dummies, and years of schooling completed.
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Table 1 shows the means of the key wage and employment variables, pooled 6ver
tﬁe years 2004 and 2006, by treatment or comparison States. We present means for the
full set of comparison States (column 2) as well as each comparison State individually
(columns 3-3). The mean ratio of employment to population for 16-t0-29 year-olds |

without a high school degree in New York (over 2004 and 2006) was 0.33.

1V. Identification Strategies

Our first identification strategy is a difference—in—diffcrence approach, similar to
that used in éxisting case studies (Card, 1992; Card and Meger, 1994). We restrict thé
sample t6 ipdividuals aged 16-to-29 without a high school degree in the years 2004 and '
2006 and estimate: |

E,=a+BMW 0,7, - | | (1
where Eiy is an indicator for whether respondeﬂt i residing in state s at time f was
employed in the last week, MWy is an indicator equal to one if the individugl lives in
New York in 2006 and zero otherwise, 8; is a time-invariant state effect that captures any
unmeasured differences in states that are fixed across time, and 17 is a year effect that
captures a time trend common to all states. * The key parameter of interest in the above
models is By, the difference-in-difference (DD) estimate.

| However, as noted by previous authors (Deere et gl., 1995; Welch, 1995; |
Hamermesh, 1995; Neumark and Wascher, 1995; Kim and Taylor,‘ 1995) the estimate of

B; will only be unbiased if unmeasured employment trends arc similar in the ireatment

5 We also augment equation (1) with a vector of socio-demographic controls (X},
E, = o+ MW, + 5, X, +0, 47,6, Estimating this model via 2 probit produces resuits that are

qualitatively similar to those reported in the paper.
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and comparison States. Thus, our choice of comparison States is important.
Pennsylv_ania and Ohio are the hlost natural controls becguse each shares a common
border with New York, and is expected to have similar markets for high and low-skilled

labor. New Hampshire is also included because of its close geographic proximity to New
York and its constant $5.15 minimum wage level over the period of observation.

Our first approach to explore whether unmeasured trends differ between treatment
and comparxson States is to examine the robustness of the estﬁnate of By to our choice of
comparison States. Thus, we present results for the fulI set of comparison States as well
as results using each individual compariéon State.

Ouwr second ap’proaéh is :tolidentify within-state comparison groups that‘are not
expected to be affected by New York’é minimum wage hike—more highly-educateci or.
experienced individuals—and to estimate a difference-in~difference—in-differenée madel
using a sample that includes less-educated 16-t0-29 year-olds as well ais_ members of the
within-state comparison group:

+ﬁ49 *AFFECTEDISt +ﬁ51’t*AFFECTEDlSt +ﬂ6 XZSf +51Sf

)
where: AFFECTEDq is an indicator variable coded equal to one if the respondent is a 16-
10-29 yeér-old w1thout a high school degree and equal to zero if the respondent is a
member of the more highiy skilled within-state comparison group.
We identify three higher-skilled within-state comparison groups that are used in
different specifications: (1) individuals égea 25-t0-29 with a Bacheior’s degree or more, (2)
individuals aged 20-t0-29 who received a high school degree or more, and (3) older

individuals aged 30-to-54. _The key parameter of interest, the DDD estimate [y, is the

coeificient on the interaction between AFFECT ED and M. Intuitively, the DDD estimate
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can be interpreted as:

/5'1 Z[(E LENY,06 -E LENT,04 )‘" (E HENY,06 —E HENY,04 )]_ [(E LECS08 -E LECS,04 )" (E HELCS,06 -k HECS,04 )] (3)

where E denotes the mean employment rate, the subscript.“LE” denotes those aged 16-
to-29 without a high school degree, “HE” denotes more highly educated or experienced
respondents, and “CS” denotes living in a comparison State. . In contrast to the simplg DD
estimator, .the triple difference estimator controls for differepces in employment trends
common to workers across treatment and control states.

One concern with using more highly-educated or experienced individuals as a
contro! group is the possibility that these workers are indirectly affected by the minimum
wage. If the minimum wage increases, the demand for higher—skill_ed workers may be
affected if low- and high-skilled workers are gross substitutes or complements. If the
substitution effecf dominates the scale effect, then. DDD estimates coﬁlﬂ overétate the
effect of the minimum wage on low-skilled workers, becaﬁse the estimate Will reflect
both the rising demand for high-skilled workers and the failing demand for low-skilled
workers. If the scale effect dominates, the opposite is true. Thus, the DDD estimate will
provide. an unbiased estimate of the effect of the minimum wage to the extent that the
minimum wage does ndt_ affect the derﬁand for higher-skilled workers. In the ekisting
literature, there is little evidence that minimum wage increases affect the wages of
higher-skilled workers (Neumark ét al., 2004; Sabia, 20043), and we vﬁll present
evidence éﬁowing that the New Yotk minimum wagé has no éffect on wages or
employment of more highly-educated or experienced individuals.

| Finally, we test the credibility of the identifying assumptions of the DDD models

by conducting a set of falsification tests in which we examine employment trends just

14



prior to and just after the 2005-2006 New York minimum wage hike. To carry outour
first anti-test, we draw a sample of less-educated and more highly-educated respondents
from New York al!ld the comparison States in 2002 and 2004, We create a “phantom”
minimum wage‘ indicator and code it equal to one if the respondent resides in New York
in 2004 and equal to zero otherwise. Theﬁ we estimate equation (2) using our “phantom”
minimum wage indicator. If relative employment trends between low- and high-skilled
workers are different in New York thaﬁ in comparison States, this woul.d suggest that our
natural experiment is contaminated. On the other hand, the absence of employment
effects would ténd to lend support to our identifying assumptions.

. For our second féls_ification test, we focus on the 2006-2007 period when New
York and each comparison State raised its minimum wége. On fanuary 1, 2007, _
Pennsylvania raised its minimum wage from $5.15 per hour to $6.15, Ohio raised its
" minimum wage from $5.15 per hpur to .$6.85, and New York raised its minimum wage
 from $6.75 per hour to $7.15. And oﬁ September 24, 2007, the Fedefél minimum wage '
increased from $5 15 to $5.85 per hour, affecting workers in New Hampshire. Given that
1niniﬁu1n wages are rising in both treatment and control states, we expect the relative
employment trend between low- and high-skilled workers to not be declining faster in

New York than the comparison States.
V. Wage, Employment, and Hours Effects

All estimates presented in the tables below are weighted by state population, with

heteroskedasticity-adjusted standard errors in parentheses and sample sizes in brackets.
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Coefficient estimates on the control variables (X) are not presented in the tables, but are i
available upon request.
Wage Effects. If the 2004-2006 New York miﬁimurﬁ wage increase is to affect
the employmént of low-skilled New Yorkers, it should be the case that the hike
* effectively increases the wages of low-skilled workers. Thus, in Table 2 we examine the
effect of the minimum wage hike on the distribution of wa.ge;s of employed 16—to-29 year-
oids without a high school degree. For workers who report being paid hourly, tﬁcir wage
rate is directly reported fgom their current job. For tht;se who are not paid hourly, wage
rates are ca‘.lculated as the ratio of weekly earnings to weekly hours in the past week.
Table 2 shows the wage distribution of these low-skilled workers in New York
and the comparison States (Pennsylvania, Ohio, and New Hampshire) in 2004 and 2006.
The first row of Panel I shows that apprbxi_mately one-third (33.6 percent) of less-
educated 16-to-29 year-old workers in New Yoric earned hourly wages between $5.15
anid $6.74 per hour in 2004, Thgse workers stood to be directly affected by the minimum
wage hike.6 By 2006 (row 2 of Panel I), the share of less—educated 16-t0-29 year-old
workers earning between §5 15 and $6.74 per hour declined substanﬁally. The share who
earned wages between $5.15 and $5.99 per hour fell from 0.127 in 2004 to 0.044 in 2006,
and the share who earned between $6.00 and $6.49 pér- hour fell from 0.161 to 0.097.7

We also find evidence that the share of low-skilled New Yorkers earning $6.75 per hour

¢ Workers earning less than $5.15 per hour are assumed to be employed in jobs that are not covered by the
state or federal minimum wage, such as tipped employees. However, our estimated wage effects may
understate the full wage effect of the change in the state minimum wage law as we do nat estimate the
effect of the minimum wage change on tipped workers (from $3.30 to $4.60 per hour).

7 However, the share of workers earning between $6.50 and $6.74 per hour remained fairly steady between
2004 and 2006. In fact, in 2006, just over 20 percent earned wages less than $6.75, which could suggest ()
lagged enforcement effects, (if) a shift in employment toward the “uncovered” sector not covered by state
minimum wages, or (iii) reporting error in hourly wages. For example, it may be the 6.5 percent of wage
earners reporting wages between $6.50 and $6.74 are actuaily earning the minimum wage.
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rose from 0.017 in 2004 to 0.068 in 2006. These results provide descriptive evidence that
the passage of the minimum wage reducea the number of workers earning lower hourly
wages.

In PaneI' I1, we examine the wage distribution for 16-t0-29 year-olds without a
high school degree in comparison States. In contrast to the trends observed in Panel I,
there was a much smaller change in th.e share of less-educated workers earning low
wages In comparison Stétes between 2004 and 2006. The share of workers earning
between $5.15 and $5 .99 per hour feil only slightly from 0.167 to 0.150, and the share .of
- ‘'workers earning between $6.00 and $6.49 per hour did not cha.nge; Méreover, the share
earning $6.75 pef hour did not change appreciably. These ﬁndiﬁgs suggest that the
decline in share of workers in New York that fell in these wage catégories did not simply
reﬂéct a regional wage trend.
In the ﬁnal panel (Panel TID), we show difference-in-difference estimates of the

share of low-skilled workers that fell in each wage category. We find that the 2004-2006
New York minimum wage increase is associated with a 6.6 péfceﬂtage—point decline in
 the share of low-skilled workers that earned hourly wages between $5.15 and $5.99 and a
6.7 percentage-point decline in the share of workers that earned hourly wages between |

$6.00 and $6.49 i)e;r hour, There was él_so a statistically significant 4.3 percentage-point

increase in the share of low-skilled workers earning $6.75 per hour. We find no evidence

of “spilloxlfer effects,” whereby workers earning above thé rr;inimum wage (e.g. those

earning hourly wages between $6.76 and $7.99) receive .a wage boost as a result of the
" minimum wage hike. There was no significant difference in wage frends in any other

wage category.
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In Table 3A, we test the robustness of estimated wage effects across choice of
comparison States. Panel I effectively replicates the results of Table 2 using the full set
of comparison States, and shows that the minimum wage reduces the share of low-skilled
workers earning bgtween $5.15 and $6.74 per héur, and increases the share earning
$6.75. The remaining panels show results when Pennsylvania (Panel 1I), Ohio (Panel
I10), .and New Hampshire (Panel IV) are used as the sole control state. The results using
Pennsylvania' alone and Ohio alone (Panels II and III) are ncérly identical to the main
model (Paﬁel I), while using New Hampshire'aloﬁe (Panel TV) produces less consistent_
results. Thus, the results in Table 3A generally suggest that our findings are robustto .
choice of comparison States. But do these wage effects‘simply reflect differing wage
trends unrelated to the minimum wage between New York and the comparison States?

In Table 3B, we estimate the effect of the.minimum wage increase on the natural -
log of the average wage rate of (i) 16-to-29 year-olds without a high schoaol degree, and
(ii) more highiy-skilled workers. The first row shows that the minimum wage increased
avérage wages of low¥sicilled workers by 9.5 percent, an implied elasticity of
approximately 0.31. However, therg is no evidence that the minimum \J;Iage i‘ncreaséd the
wages of more highly-skilled workefs: 25-10-29 year-old college graduates (row 2), 20-
to-29 year-old high school éraduates (row 3) or 30-to-54 year-olds (row 4). These
findings suggest thgt the Wage effects we attribute to the minimum wage are not
explained by differing unﬁleasured wagé trends across treatment and control states.

The results in Tables 2, 3A, and 3B suggest that the New York minimum wage
hike did, in fact, raise wages of less-educated workers. This finding is consistent with a

number of prior case studies of state minimum wage hikes (Card, 1992; Card and
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Krueger, 1994), as well as national studies of min_imum wage hikes (Burkhauser, Couch,
and Wittenberg, 2000a; Sabia, 2008a). Given that these low-skilled workers were
affected, we next turn to tﬁe question ef whether the 2005-2006 NY minimum wage hike
affected employment.

Employment Effects. Figure 1 shows employment trends of 16-to-29 year-olds
without a high school degree from 1996-2007, by treatment and comparison States.
While employment ratios are about 0:05 to 0.10 points lower in New York than the
comparison States, the pre-2004 cmployment trends look similar across the states. From
1996 to 2000, employment generally rises; there is a noticeable decline from 2000 te
2002, and then a leveling off or slight increase from 2002 to 2003. Between 2004 and
2006, the perlod during which we estimate the effects of the minimum wage, there is a
sharp divergence in employment trends. In New York, the ]ow~skilled employment ratio
declined substantially, while the comparlson States saw steady or increasing employment.
This deserlptlve evidence is con31stent with the hypothe51s that minimum wages reduced
employment of low-skilled workers. Moreover in the 2006-2007 period when ali states
under study experienced minimum wage increases, we see a deelme in low-skilled
employment across all states

Table 4 presents.difference -in-difference and regression-adjusted dlfference -in-
dlfference estimates of the effect of the New York minimum wage increase on
employment. Three rows of estimates are presented using the four cross-state
companson groups: Pennsylvania, Ohio, and New Hampshire (row 1), Pennsylvania

alone (row 2), Ohio alone (row 3), and New Hampshire alone (row 4).

19



The first four columns of Table 4 show mean employment rates of less-educated
16-to-29 yﬁar-olds in 2004 and 2(506, by treatment or control state. The first two columns
of row (1) show that the employment rates of low-skilled New Yorkers fell fr'om 0.362 to
0.291, a decline of 7.1 pgrcentage-points (19.6 percent) from 2004. In the comparison
group, the employment rate of comparably aged and educated individuals actually rose
slightly. The implied difference-in-difference estimates suggests that the minimum wage
increase from $5.15 to $6.75 per hour led to a 7.6 percentage-point decline in |
employment rates. When observable controls are added to the model, this effect declines
to 7.3 perceﬁtage-points (final column, row 1).

What does the magnitude of this effect imply? Using the mean employment rate
of low-skilled 16-&)—29 year-old New forkers in 2004 (0.362), this implies that the 31.1 |
percent minimum wage hike was associated with an 20.2 percent decline (-0.073/0.362)
in employnient.. This represents an employment elasticity of -0.648.% When other
comparison groups are.used, the estimated employ_mén’; effect remains éonsistently
negativé and significant. The largest eniployment estimates are found usiﬁg
Pennsyllvania and New Hampshire as control states, \:vith clasticities ran.'ging from -0.76
10 -0.98. Smaller estimates are obtained ﬁéing Ohio as the control state (-0.47 to -0.52).

| In symmary, the DD estimates in Table 4 provide conststent _evideﬁce that the
2004-2006 New York State minimum wage increase was associated with a large,

significant decline in employment for low-skilled New_Yorkers.g’10 The range of DD

8 Bgtimation results using a probit model produce estimates that are similar in magnitude. For instance, 2
probit model using the full set of comparison states as controls produces an estimated employment effect of
-0.077 with a standard error of 0.028 (p-value = 0.00), which implies an employment elasticity of -0.684.
9 We also find that our results are robust to the choice of baseline year. Tn difference-in-difference

“specifications using 3003 as the pre-minimum wage year, we find an estimated employment elasticity of
0.597, comparable to the estimate we obtained using 2004 (see Appendix Table 1).
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estimates from -0.47 to -0.98 are large relative to national estimates of the effect of
-minimum wage hikes on teen employment; which tend to range from -O.i to -0.3
(Neumark and Wascher, 2007j, but are more comparable to those obtained by Sabia
(2008b) for single mother high school dropouts and by Burkhauser et al. (2001) for 16-to-
24 year-old Afriban Americans and nén-high school graduates aged 20-24.

However, given a concern that these estimated effects may reflect unobserved
state employlneh_t trends (Decre et al., 1995; .Walc‘h, 1995; Hamermesh, 1995; Neumark
and Wascher, 1995; Kim and Taylor, 1995) we next introduce a within-state control
group of more highly-skilled workers and use a triple-difference identification strategy.

The descriptive evidence in Figures 2-4 suggests that the reduction in low-skilled
employment in New York between 2004 and 2006 relative to co-mparison States did not
simply reflect a difference in overall state employment trends. In these figures, we show -
that employment trends among more liighly-skilled individuals did not diverge between
New York and the compa‘ris'onVStates during the 2004-2006 i)eriod.- Those aged 25-10-29
with college degrees (Figure 2), 20-t0-29 year-old high school graduates (Figure 3), and
30-to-54 year-olds (Figure 4) all had similar employment trends in N.ew York and in the
comparison States. And, in fact, the results in Appendix Table 2 show that high-skilled
employment trends in New York were not signiﬁce_mﬂy different than those in
comparison States between 2004 and 2006. These results suggest no evidence that the
minimum,Wage increase affected the demand fof more highly-educated or experienced

workers in New York.

*® Schiller (1994a, b) argues that the full adverse employment effects of finimum wages may be
understated if the minimum wage induces previously employed workers in covered jobs to move into
covered jobs. However, in New York, we find litile evidence that the minimum wage affects the share of 7
workers earning under $5.15 per hour, presumably in uncovered jobs. '
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In Figures 5-7, we combine the trends shown in Figure 1 and Figures 2-4 to
compare relative trends in employment between low- and more highly-skilled jnd‘ividugls
in New York with such trends in comparison States. The “employment gap” in each year
is defined as the difference between the employment rate of more highly-skilled
individuals and 16-to-29 yearfolds without a high school degree. Figure 5 shows that
while the employment gap between 25-t0-29 year-old collegé graduates and 16-10-29
year-old high school dropouts rose in New York betwéen_ 2004 and 2006, it remained
fairly stcady or even fell in the comparison States. This trend also persists wheﬁ the more
highly-'skilled group is comprised of 20-t0-29 year-old high school gradﬁates (Figure 6)
or 30-t0-34 year-olds (Figure 7). These descriptive findings suggest that the employmem’:
effects estimated in the difference-in;t.iifference models are not explained by trends
common to other workers in New York.

Table 5 shows difference-in-difference-in-difference estimates and regression-
adjusted DDD estimates usmg the three more highly-skilied within-State control groups
deplcted in Figures 2-4: college educated individuals aged 235 1029 (columns 1 and 2)
those aged 20-29 with at least a high school education (columns 3 and 4), and those aged
30to 54 (columns 5 and 6). Across within-state contro} groups and across comparison
States (rows 1, 2, and 3),‘the gvidence is generally éonsistent: the 2004-2006 Néw York
minimum wage hike reduced employment among low-skilled New Yorkers. The
magnitudes of the DDD estimates are comparable in rﬁagnitude to the DD estimates.

Using the full set of comparison States (row 1), triple-difference estimates suggest
tHat the last New York minimum wage hike led to a 21.0 (0.076/0.362) to 27.9

(0.101/0.362) percent decline in the employment of less—educated 16-t0-29 year-olds. -
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More conservative estimates are obtained when the within-state coﬁparison group is
comprised of those aged 20-29 who have completed high school or older individuals aged
30 to 54. When-we look across comparison States, the laréest .empfoyment elasticities are
obtained when Pennsylvania is used as the control state (-0.88 to -1.25) and are smallest
and only marginally significant when the contrql state is Ohio (-0.42 to -0.60)."! Triple-
différence estimates are robust to the chéice of baséline year. In alternative models that
used 2003 as the “before” year, employment elasticitieslare comparable in magnitude to
those reported in Table 5 (see Appendix Table 1). | |
Baseline Employment. While the DD and DDD identification strategies control

for fixed baseline charactel'iétics of tfeatment and comparison States, one might be
conéemed with baseline differences in employment levels of low-skilled workers |
between treatment and control states, Ag Figure 1 and Table 3 show, low-skilled
e.mplojment ra.tios in 2004 are 13 to 21 percent higher in compérison States than in New
York. This baseline difference coL_ﬂd suggest systematic underlying differences between
Vt.re‘atment and 0011tr01.Statés thét are also be related to employmént tfends, thus
contaminating our experiment, We explore whether baseline differences in low-skilled .
emplo‘lyment could be related to demographic differences in low-skilled populations
~ across states. When we restrict the sample to whites aged 16-t0-39 without a high school
degree, we find that employment ratios are quite similar at baseline (se¢ Figure 8). This

is especially true for Pennsylvania, Its white low-skilled employment ratios were nearly

"In Appendix Table 3, we estimate the effects of the first and sécond phases of the New York State
minimum wage increase separately. The first phase, in January 2005, raised the state minimum wage from
$5.15 to $6.00 and the second phase, in January 2006, raised the state minimum wage from $6.00 to $6.75.
Across each separate specification, DD and DDD estimates generally show a negative relationship between
the minimum wage and employment. The results show that the magnitude of the total effect of the 2004-
2006 minimum wage hike is shared fairly evenly across years, with stightly stronger effects in the second
phase.
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identi;:al (0.42) to New York. As -Figure 7 shows; between 2004 and 2006, white low-
skilled employment fell substantially in New York, while employment remained steady
in tﬁe comparison States.

Table 6 shows formal DD and DDD estimates of the effect of the minimum wage
on low—skilled employment. DD estimates using the full set of State controls show that
the minimum wage increase reduced white low- skillea employment, with elasticities
rangmg from -0.56 to -0.60. White 25-t0-29 year-old college graduates also had s1m11ar
employment ratios at basehne and when we use thxs more highly-skilled group asa -
within-state control, DDD models produce larger estimates ranging from -0.83 10 -0.88.
When Pennsylvania alone is used as a comparlson State, DD and DDD estimates are even
larger, with .employ.meﬁt elasticities of -0.70 to -1.2. Taken together, these resuits fora
demographic gr'oup with common baseline employment levels strengthen the credibility
of our natural experiment design.

Heterogeneous Eﬁ’ects by Age. Among low-skilled 16-t0-29 year-olds, there may
be heterogeneous effects of the minimum wage across the age distribution. For example,
younger workers w1th less expenence are among the lower-skilled of this age group, 52.3

_percent of New York’s emplpyed teenagers earncd between $5.15 and $6.74 per hour i in
2004 compared to 19,6 percent of 20-to-24 year-old drppouts,;and 9.8 percent of 25-t0-29
year-old. dropouts. This could suggest larger employment effects for the least-skilled
workers. Alternaﬁvely, it might be that firms respond to a _miﬁimurh wage hike by
substituting away from oldér dropouts and toward younger teenagers, who may be less

héterogeneously low-productivity workers (Lang and Kahn, 1998).
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Inrow (1), we repeét our results from Table 5 (row 3, columns 2, 4, and 6) for the
.fuII sample of 16-t0-29 year-olds withopt a high school diploma, showing estimated
employment elasticities of -0.68 to -0.84. In the next three rows, we provide new results
disaggregating our sample by age. Consistent with the hypothesis that the least
experienced workers experience the largest disemploymént effects, we find that
employment elasticities decline with agé. Teenagers expetience the- largest adverse
employment effects (elasticities of f0-87 to -1.1),.followed by those aged 20-to-24
(elasticities of -0.73 to -0.89), and 25-10-29 year-olds (elasticities of -0.25 to ;0.38).

3 Falsification Tests. - The findings in Table 7 pro-vid.e consistent evidence of a.
negative relationship betwe_en the minimum wage and .Iow;-skilled employment in New
York. In Tables 8 and 9, we present results from falsification tests designed to further
bolster a causal interpretation of these estimates. Table 8 presents DDD estimates of the
- effect of a “phantom™ New York minimum wage hike between 2002 énd 2004 on relative
employment trends between low- -and more highly-skilled individuals. The findings
show no evidence that émﬁloyment trends differed 'amoﬁg the states in the period just
prior to the enactment of the New York miniﬁmm wage hike.

Finally, in Table 9, we examine the‘ period just after the 2005-2006 minimum
wage ilike (2006-2007) when- each of the:comparison States as well as New quk raised
itél minimum wage. The percentage change in the‘minim_um wage was greater in the
comparison States (33.0 percent in Ohio, 19.4 percent in Pennsylyania, and 13.6 percent
in New Hampshire) than in New York (5.9 percent). In Table 9, we find that the relative
employment trends between low- and high-skilled individuals did not fall faster in New

York than in the comparison States during 2006-2007. And, in fact, the signs are positive
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in 9 of 12 specifications, which is consistent with larger minimum wage increases in the
comparison States. These results add further credibility to our identification strategy for
the 2005;2006 increase.

Tn sum, the pattern of results in Tables 2-9 suggests cdnsistent evidence of large
negative employment effects for low skilled workers from the New York minimum wage
hike. Employment elastic;ities r.an;ge from -0.4 to -1.3, with a median elasticity of -0.8.
However, focusing on employment effects alone may mask other labor demand effects,
such as effects én hours of work. Firms may reduce both employment and hours worked
by retained workers in responée to higher labor costs or may increase hours of retained
workers to compénsaterfor reduced employment (Couch and Wittenburg, 2001; Sabia,
2008a,b,c).

Conditional Hours Effects. Table 10 shows estimates of the effect of the
migimum wage on log hours worked among retained workers. Tﬁe findings suggest that
for ‘16-to~‘19 year olds and 20-to-24 year-old dropouts, the miﬁimum'wage has no effect
611 conditional hours worked. However, for 25-to-29 3;ear-ol-d dropouts, there is some
weak evidence of an adverse hours worked effect. Estimates suggest that the minimum
wage reduced hours worked by 14 to 16 percent (elastilcity of -0.44 to -0.51), but the
effects are o.nly significant at the 10 percent level. ‘Given the lack of consistently signed
resulis in ;lfab]é 10, we are cautious in concluding that the minimum wage had a

substantial conditional hours worked effect.

VI. Simulating Employment and Distributional Effects of a New Minimum Wage
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Given that there is evidence of significant adverse employment effects from the
last minimum wégé inéreasé, we next turn to estimating job losses from the proposed
state minimum wage hike from $7.15 to $8.25 per hour. Moreover, given that proponents
of minimum wage increases often discuss the effects of the minimum wage on poor
workers (sée, for example, Kennedy, 2005; Kerry, 2004; Economic Policy Institute,
2006), we also examine the distribution of benefits by the relative poverty status of the

.héusehoid. o

| VOur analysié in Table 11 uses data from the March 2005 to March 2007 Current
Population Survey (CPS) outgoing rotation groups. As in Burkhauser and Sabia (2004a, 7
b; 2007) and Burkhaﬁser, Couch, and Gienn (1996), \;ve restrictrour sample to the March
CPS because it contains information on household income in the previous year, which
allows us to construct the income-to-needs fatio of households. Tﬁe income-to-needs
 ratio for each worker is the ratio of that worker’s total household income to the official
povertyr line for a household of that size.u_ We poollthree years of March CPS data rather
tha_ﬁ felying solelyron the most recent CPS in order to generate a sufficient sample of
_ workers. in New York in each income-to-needs cell, and restrict our sample to workers

who reported hourly wage rates between $6.90 and $8.24 perhour.® We assume that

2 For example, in 2006, the federal poverty line for a three person household was $16,600. Therefore, a
worker living in a three person household with total household income of $33,200 would have a household
income-to-needs ratio of 2.0. ] : .

" We define workers who earn between $6.90 and $8.24 as minimum wage workers. We assume workers
who report eaming between $6.90 and $7.15 are “covered” workers who have underreported their wage
rates. We repeated the analysis excluding these workers and the results are quantitatively similar.
Moreover, because the minimum wage in New York was 36.00 per hour in March 2005 and $6.75 per haur
in March 2006, minimum wage workers also include those earning between $5.75 and $6.89 in March 2005
and 36.50 and $6.89 in March 2006. We assume Workers earning between $5,75 and $6.89 in March 2005
and $6.50 and $6.89 in March 2006 earn wages of $7.15 per hour for the purposes of the simulations
described below. Note that when we match wage rates of workers to household income-to-needs ratios, we
are using information on current Jjob (in the last week) to calculate wage rates, but using the previous year’s
household income to calculate income-to-needs ratio of the household. See Burkhauser, Couch, and Glenn
(1996) and Burkhauser and Sabia (2007) for a discussion. '
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those workers earning less than $6.90 per hour are in uncoverea jobs and those earning
greater than $8.25 per hour ar;-*: not directly affected by the increase.™

Column (2) of Table 11 shows that approximately 818,000 New Yorkers earn
hourly wages between $6.90 and $8.24 and will be directly affected by the proposed state
minimum w-age hike to $8.25 per hour.”” However, fhe majority are not poor. As column
(1) indicates, 21.4 percent of workers who stand to benefit from the proposed minimum
- wage hike live in poor families, while 61.6 percent live in households with income over
twice the poverty Jine and over 46.5 bercent live in hoﬁsehdds with income three times
the poverty line.

In colqmns (3)-(8), we estimate the number and share of workers In gach income-
td-heeds category that are expected to become unemployed as a result of the proposed
increase in the New York ﬁini1nun1 wage. Note that an increase in the minimum wage
from $7.15 to $8.25 represents a 15.4 percent increase. |

We estimate the number of workers who will become unemployed in each cell by
summin-g the individual probabilities that each worker will lose hi_s or her job, and B
aggfegating over state population weights from the CPS. The probability of job loss is

calculated following Burkhauser and Simon (2008): '

=£Eﬂl|ei| | | (4)

i

i

where w; is worker i°s current hourly wﬂage rate and e is the estimated employment
elasticity that applies to worker 7. The “true” employment elasticity that should be

applied to each minimum wage worker is unknown. Different employment elasticities

14 One limitation of this approach is that we exclude tipped workers from the restaurant industry who may
have been affected by a state minimum wage increase from $3.30 per hour to $4.60 per hour.

15 Because we pool three years of March CPS data, the population weighting variable is divided by three to
approximate a single year’s state population. ‘
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may apply to workers with d1ffe1 ent demographic, family, or job characteristics. As noted
above, the prior literature s1mu1at1ng the dlstrlbutlon of benefits from a future minimum
wage hike has assumed an employment elasticity of zero (Burkhauser et al., 1996;
Burkhauser and Sabia, 2007). We seek to improve upon these estimates by including
behavioral responses to the minimum wage.

We take a conservative approach and apply emplofyment elasticities to 16-t0-29
year-olds withoet a high school degree, the population for which we have estil-nated
clasticities from the last minimum wage hike. This population comprises approximately
202 percent of New Yorkers earning hourly wages between $6.§O and $8.25. Fof all
other workers, we assume a-zero employment elasticity. In column (3), we use our
lower-bound emplofment elasticity for low-skilled workers (-0.4) and estimate that over
8,400 jobs w1]I be lost due to the ploposed minimum wage hike. Our median
employment elasticity, -0.8, ylelds expected JOb losses of 16,844 (column 4), and our
upper-bound estlmate (-1.2) yields _]Ob losses of 28,900 (column 5).. Fmally, in column
(6)—our preferred estimates—we assume that minimum wage workers who are not 16-

t0-29 year-old dropouts face an employment elasticity of -0.2, the median estimate
reported in the literature (Neuinark and Wascher, 2007), while 16-t0-29 year-eld
dropouts face our median elasticity, -0.8. Under these assumptions, we find that job
losses are nearly 29,000 with 24.3 percent of job losses occurring to workers in eoor
‘ hotiseholds.lfS

Note that the shate of jobs lost by poor workers (24.3 percent) is less than the
share of minimum wage workers who are poor (21.4 percent), This is because (1) poor

minimum wage workers are more likely to earn wages that are further from $8.25 than

'® Appendix Tabie 4 shows job losses if we apply our estimated elasticities to all minimam wage workers.
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non-poor workers and hence face a higher probability of job loss, and (ii) poor minimum
wage workers are more likelﬁf to be 16-to-29 year-olds without a high schooll degree than
non-poor workers. In sum, we estimate that 4.0 percent of poor workers will lose their
jobs as va re;ult of the proposed minimum wage hike.

Next-in Table 12, we use the range of minimum wage elasticities discussed above
to simulate the distribution of monthly net benefits from the proposed New York
minimum wage hike. As in Table 11, we restrict the sample to those workers earning

hourly wages between $6.90 and $8.24 per hour. We calculate the expected net benefit

for each workér as follows:

EB.= (1 _(_3%“.”’_) |ej|J(8.25 —w)H, - ((_82_3}:&)_ le,-l)w,-H ; (5)

I i

where H; is the usual monthly hours workgd by worker i. The first term is the expected
monthly earnings gains from a minimum wage hike from a retained job and the second
“term is the expected carnings losses from a job loss due to the minimum wage hike.
Total net benefits for each income-to-ngeds category are calculated by aggregating using
‘earnings weights.

There are a number of simplifying assumptions needed to interpret the expression
in equation (5) as the expected net benefit to 1ﬁinimum wage earﬁers. Flirst, we assume
that there are no wage sbillovers to workers earning more than $8.24 per hour. This
assumption appears reasonable given that our results in Table 2 suggest no evidence of
wage spillovers from the last minimum wage hike. Second, as in the prior simulation, we
only apply our estimated émployment elasticities to less-educated 16-t0-29 year-olds; for
others we ﬁnake conservative assumption.s about employment elasticities. Third, given

the weak results in Table 9, we assume that minimum wages have no effect on
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conditional hours. And fourth, we assume tha_t if a worker is laid off, his monthly
earnings are zero.

If consumers face higher prices as a result of higher costs of producing goods and -
services (Aaronson and French 2006, 2007) or if our employment estifnates are
underestimated due to a failure to captﬁre lagged effects of minimum wage increases
(Neumark et al. 2004; Burkhauself et al., 2000a; Page et él., 2005; Baker_et al., 1999;
Campolieti et al. 2006), our estiinates will overstate the benefits of the minimum wage.
Moreover, if there are heterogeneous effects of the 1ﬁinimum'wage by poverty status, our
simulations may mask distributional effects,

. In column (1) of Table 12, we assdme ¢ = 0 as in Burkhauser and Finegan (1989),
| Burkhauser, Couch, and Glenn (1996), and Burkhauser and Sabia (2007). Under this
assumptibn, we find that the minimum wage increase will yield $67.3 million in benefits
to New York’s minimum wage workers,r of Which just $i4.3 'mi]_lion (21.2 percent) will
be received by workers in poor households.

In columns (3)-(6)‘,'we re-simulate the distribution of net benefits assuming
employment elasticities of _-0.4, -0.8, and -1.2 for our less-educated 16-t0-29 year-olds
only. Relative to the assumption of no édverse employment effects, a conseryative
employment elasticity of -0.4 is predicted to reduce the total benefits from a proposed

minimum wage hike to $8.25 by 9.4 percent (from $67.3M to $61.0M). When we
assume an employment elasticity of -0.8, net benefits to workers fall by 18.1 percent to
$55.1M, and when an elasticity of -1.2 is assumed, net benefits fall by 26.9 percent to
$49.2M. Tn our preferred estimates that uses our median employment estimate (-0.8) for

less-educated 16-to-29 year-olds and an elasticity of -0.2 for other minimum wage
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workers, simulated benefits are $43.1M. In this scenario, just 20.0 percent of the benefits
are received by poor workers, compared to 49.9 percent that are received by workers in
households with incomes over 300 percent of the poverty line. Thus, raising the
minimum wage does not appear to be a particularly target-efficient anti—poxzferty tool for
New York’s low-skilled workers.!”

Moreover, if employmenf elasticities are sufficiently large, the proposed
minimum wage hike could actually reduce avefage monthly earnings among poor
workers, causing the losers to lose more than the gaine.rs gajn. We estimate that at
average employment elasticities greater (in absolute value) than -0.89 for all affected
workers, net benefits for poor workers bécome negative. Given the magnitude of our
estimated employment elasticities, this is a nontrivial possibility.

Taken together, the results of this study suggest that the proposed increase in the
New York minimum wage is likely to be an ineffective anti-poverty tool both because of
its poor target efficiency and becaus¢ of substantial adverse employment effects. We
éonclude that prior simul;nions of the benefits of minimum wage hikes that failed to

account for behavioral effects substantially overstated the gains to poor workers.

VIL Conclusions
Using difference—in-differende and triple difference identification strategies, we

find robust evidence that raising the New York minimum wage from $5.15 to $6.75 per

' In unreported simulations, we use the age-specific elasticities reported in Table 7 to simulate the
distribution of benefits. The results are qualitatively similar. For instance, if we apply the age-specific
clasticities in column (1) of Table 7 to those minimum wage workers aged 16-to-29 without a high school
degree and a zero elasticity to other minimum wage workers, the total benefits of the minimum wage are
simulated to be $54.6 million, of which §11.4 million (20.9 percent) would be received by workers in poor
households, '
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hour significantly reduced empldyx_nént rates of less-skilled, less-educated New Yorkers.
Our estimates show that employment among less-educated 16-t0-29 year-olds fell by 12.2
to 36.5 percent, implying elasticities ranging from -0.4 to -1.2.

Using tﬁese employment elasticities, as well as more conservatirve estimates from
the existing minimum wage literature, we simulate the distributional consequences for the
proposed New York minimum wagé hike from $7.15 to $8.25. Using a minimum wage
elastlclty of -0.8 for less- educated 16-t0-29 year-olds and -0.2 for other minimum wage
workers, we ﬁnd that 28, 990 New Yorkers will lose their Jobs, mcludmg 7,031 poor

~workers. At average employment elasticities greater than -0.89 for all affected
Workers—;which may be pladsible given our range of estimates from the last New York
minimum wage increase—net benefits to poor workers are negative.

Another increase in the miﬂimdm wage s un'likely to benefit poor New York
Workers becausé_ (1) most minimum wage workers who will benefit are not poor, (2) most
workers who are poor earn wages greater than state or federal minimum wages
(Burkhauser and Sabia, 2007), and (3) there are substantial adverse emplbylnent effects,
which fall quife heavily on low-skilled workers in poof households, .

In contrast to the minimum wage, the Earned Income Tax Credit (EITC) program
may be a more target-efficient anti-poverty tool that can help_many of New York’s
working households without causing adverde employment effects (Congressional Budget
Office, 2007; Neumark and Wascher, 2001; Burkhauser, Couch, and Glenn, 1996;
Schmeiser and Falco, 2006). Substantial evidence shows that unlike minimum wage
increases, expansions in the EITC attract low-skilled workers into the labor market,

particularly single mothers (Hdtz and Scholz, 2003; Eissa et al., 2005: Meyer and
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Rosenbaum, 2001; Ellwood, 2000; Grogger, 2003; Meyer and Rosgnbaum, 2000; Hotz et
al., 2002; Eissa and Liebman, 1996). Recent estimﬁtes by Schmeiser (2008) show that
an increase in the New York EITC supplement from 30 to 45 percent would increase
employment by an additional 14,244 persons, increase family income by $320 million,
and decrease poverty by 86,532 persons, all at a cost of approximately $265 million.
While p‘olic;ymakers may wish to ensure that those who woﬂc hard and play by the
rules donot fall into poverty, there is scant evidence that minimum wage increascs will
achieve this social goal, and some evidence that such a hike may hurt many of New
‘York’s most vulnerable workers. Expaﬁding the New York supplement to the federal

- EITC appears to be a more effective mechanism to both make work pay and reduce

poverty.
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Table 7. Difference-in-Difference-in-Difference Estimates of Effect of the NYS Minimum Wage
on Employment of Low-Skilled Individuals, by Age

Within-state Within-state Within-state
comparison group: comparison comparison
Aged 25-29 with group; Aged 20- group:
Bachelor's Degree 29 with = HS Aged 30-54
Adj. DDD Adj. DDD -Adj. DDD
( (2) (3}
(1) Treatment Group: Aged 16-29 ' -0.094** -0.076™ -0.080*
Without a HS Degree (0.044) (0.033) (0.029)
: [7,226] [16,020] {43,667}
Elasticity -0.835 . -0675. 0711
(2) Treatment Group: Aged 16-t0-19 ' -0.089** -0.070** - 0073
Without a HS Degree (0.045) (0.035) (0.032)
[5,982] [14,776] [42,433]
Elasticity -1.10 | -0.866 -0.903
(3) Treatment Group: Aged 20-to-24 -0.148* ~0.121 -0.135*
Without & HS Degree . (0.085) ' {0.080) (0.078)
[2,775] [11,569] [39,226]
Elasticity -0.886 -0.725 ©-0.808
(4) Treatment Group: Aged 25-t0-29 -0.071 -0.049 -0.046
Without a HS Degree (0.084) - {0.089) (0.088)
[2,583] 11,3771 . [39,034]
Elasticity -0.378 -0.261 -0.245

~ Significant at the 1% level ** Significant at the 5% level * Significant at the 10% level

Notes: Estimates obtained using data from the 2004 and 2008 Current Population Survey Outgoing
Rotation Groups. All estimaies are weighted. Heteroskedasticity-corrected standard errors are in
parentheses and sample sizes are in brackets. Adjusted difference-in-difference-in-difference models
include conirols for age, age-squared, marital status, race, sex, number of own children under 18in
the family, whether residing in an SMSA, education, and month dummies. The comparison States in
each specification are Pennsylvania, Ohio, and New Hampshire.
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Table 8. Faisification Tests Using Years 2002 and 2004

Within-state Within-state Within-stafe
comparison group:. comparison comparison
Aged 25-29 with group: Aged group.
Bachelor's Degree - 20-29 w/ > HS Aged 30-54
Ad.DDD Adj. DDD Adj. DDD
(1) (2) (3
(1) Treatment Group: Aged 16-t0-29 0.031 0.038 0.027
without HS Diploma - : (0.050) (0.039) (0.035)
[4,938] [10,840] [30,157]
(2) Treatment Group: Aged 16-t0-19 0.008 0.025 ' 0.018
Without a HS Degree (0.052) (0.041) (0.037)
' ' - [4,350] [10.252] [29,569]
(3) Treatment Group: Aged 20-to-24 C-0.074 -0.076 -0.074
Without a HS Degree o (0.089) (0.083) {0.081)
' [2,134] ' [8,038] . [27,353]
(4) Treatment Group: Aged 25-10-29 0.125 0.141 0113
Without a HS Degree (0.110) {0.1086) {0.103)

[1,834] [7,736] [27,053]

*** Significant at the 1% level ** Significant at the 5% level * Significant at the
10% level

Notes: Estimates obtained using data from the 2002 and 2004 Current Population Survey Outgoing
Rotation Groups. All estimates are weighted. Heteroskedasticity—correctéd standard errors are ip
parentheses and sample sizes are in brackets. The "phantom™ minimum wage variable is set equal
to one in 2004 for affected workers (treatment group) in New York in 2004. Adjusted difference-in- -
difference-in-difference modeis include controls for age, age-squared, marital status, race, sex,
number of own children under 18 in the family, whether residing in an SMSA, education, and month
dummies. The comparison States in each specification are Pennsylvania, Ohio, and New
Hampshire,
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Table 9. Falsification Tests Using Years 2006 and 2007

Within-state Within-state Within-state
comparison group:. comparison comparison
Aged 25-29 with group: Aged group:
Bachelor's Degree  20-29 w/=HS Aged 30-54
Adj. DDD Adj. DDD Adj. DDD
() (2 3)
(1) Treatment Group: Aged 16-to-29 : 0.002 : 0.009 0.013
without HS Diploma {0.043) (0.033) (0.029)
o [6,815] [15,315] [40,646]
{2) Treatment Group: Aged 16-t0-19 ' -0.021 -0.013 -0.010
-Without a HS Degree (0.044) (0.035) (0.031)
[5,733] [14,233] [39,5641
(3) Treatment Group: Aged 2040-24 0.073 0.080 0.090
Without a HS Degree (0.090) (0.085) (0.084)
[2,628] [11,128] [36,459]
(4) Treatment Group: Aged 25-0-29 0.096 0.088 ‘ 0.085
Without a HS Degree (0.100) {0.087) (0.094)

[2,488] [10,988] - [36,319]

*+* Significant at the 1% leve! ** Significant at the 5% level * Significant at the
10% level '

Notes: Estimates obtained using data from the 2006 and 2007 Current Population Survey Cutgoing
Rotation Groups. All estimates are weighted. Heteroskedasticity-corrected standard errors are in
parentheses and sample sizes are in brackets. The minimum wage variable is set equal to one in
2007 for affected workers (treatment group) in New York in 2007. Adjusted difference-in-difference-
in-difference models include controls for age, age-squared, marital status, race, sex, number of own
children under 18 in the family, whether residing in an SMSA, education, and month dummies. The
comparison States in each specification are Pennsylvania, Ohio, and New Hampshire.
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Appendix Table 1. Robustness of DD and DDD Estimates fo Choice of Baseline Year

Baseline Year = 2003

Baseline Year = 2002

DD DD DD pbp'

(1) (2) (3} 4
Effect of Minimum Wage on : -0.081** 0167 -0.050 -0.114**
Employment of 16-t0-29 Year-Olds (0.035) {0.054) (0.035) (0.052)
without HS Degree ‘ [3.288] [4,674) [3,308] [4,722]

= Significant at the 1% level ** Significant at the 5% level * Significant at the 10% level

Notes: Estimates in columns (1) and (2) are obtained using data from the 2003 and 2006 Current
Population Survey Outgoing Rotation Groups. Estimates in columns (3) and (4) are obtained using -
data from the 2002 and 2006 Current Population Survey. All estimates are weighted. Robust

standard errors are in parentheses and sample sizes are in brackets. Forall models, Pennsylvania

is the control state.

"I each case, the within-state control group is comprised of respondents aged 25-t0-29 with a

Bachelor's degree.
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Figure 1. Employment Trends of 16-to-29 Year-Olds
without High School Diploma, 1996-2007
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Figure 2, Employment Trends of 25-to-29 Year-Oid
College Graduates, 1996-2007
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Figure 3. Employment Trends of 20-to-29 Year-OI‘d High
School Graduates, 1926-2007
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Figure 4. Employment Trends of 30-to-54 Year-Olds,
1996-2007
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Figure 5. Employment Gap between 25-t0-29 Year-Old .
College Graduates and 16-to-29 Year-Olds without High
School Diploma, 1996-2007
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Figure‘ﬁ. Employment Gap between 20-t0-29 Year-Old
High School Graduates and 16-t0-29 Year-Olds without
High School Diploma, 1996-2007

f{
\%

4

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

.—hTreatment Group (NY)

=B~ Comparison Group 1 {PA,OH,NH)
==gz=Comparison Group 2 {PA)
=*4=Comparison.Group 3 (OH)
=He=Comparison Group 4 (NH)

63



Figure 7. Employment Gap between 30-to-54 Year-Olds
and 16-to-29 Year-Olds without High School Diploma,
1996-2007
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Figure 8. Employment Trends for White 16-to-29 Year-
Olds without High School Diploma, 2003-2007
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The Effect of Minimum Wage Increases on Gross Domestic Product
Abstract

Using data drawn from the Bureau of Economic Analysis and the Current
Population Survey, this study estimates the effect of minimum wage increases on
state gross domestic product (GDP). While difference-in-difference estimates
suggest that minimum wage increases between 1997 and 2007 had little or no
effect on overall state GDP, such hikes were associated with smail declines in
GDP generated by a number of lower-skilled industries, including wholesale
trade, manufacturing of durables, rental and leasing services, and administrative
" and waste services. Estimatéd GDP elasticities for these industries generally
range from -0.1 to -0.4. Falsification tests on more highly-skilled industries
- support a causal interpretation of these results.

Keywords: minimum wage, GDP, employment



Minimum Wage Increases and Their Failure
to Boost Gross Domestic Product

Introduction

While there is a wide body of lirerature examining the ef-
feces of minimum wage increases on employment (Neumark
and Wascher, 2007; 2008), income (Neumark and Wascher
2004 a,b), poverty (Sabia and Burkhauser, 2010; 2007; Neun-
mark and Wascher, 2002; Card and Krueger, 1995), schooling
(Neumark and Wascher, 1995; Wasten and Hamrock, 2010),
and outpur prices (Aaronson et al, 2007; 2008), there is lit-
tle wotk exploring the effect of minimum wage iricreases of
gross domestic product (GDP). Theoretically, the effect is am-
biguous. Increases in the minimum wage may increase labor
costs, reduce employment and income, and reduce output in

lower—skillc_d industries. However, adverse employment effects .

among younger, less-experienced workers could induce greater
human capital accumulation or shifis to high-skilled employ-
ment, leading to longer-run increases in macroeconomic

 growth (Cahuc and Michel, 1996; Nickell and Layard, 1999;
Askenazy, 2003). To date, little work has been done to estimare
the effect of minimum wage increases on GDP.

Using data drawn from the Current Population Survey (CPS)
and the Bureau of Economic Analysis (BEA), this study esti-
mates the effects of minimum wage increases berween 1997
and 2007 on low-skilled cmpioymenl:, school enrollment rates,
and gross domestic product. Consistent with consensus est-
mates reported in Neumark and Wascher (2008), minimum
wage increases are found to reduce employment among 16-to-
19 year-olds, with estimared efasricities of -0.2 16 -0.4.  How-
ever, there is little evidence that minimum wage increases dur-
ing this period affected school enrollment rares for 16-t0-19
yeas-olds, either in the short- or long-term. '

Turning to GDP effects, the results suggest that minimum
Wwage increases ate associaced with small, often stacistically in--
significant declines in overall and privare sector GDP; how-
ever, there is some evidence of larger adverse GDP effects in
a number of industries that employ- relatively larger shares of
lower-wage workers, including wholesale trade, manufacturing
of durables, warehousing and storage, rental and leasing ser-
vices, and administrative and waste services. Falsification tests
suggest that minimum wage increases are untelated ro con- ,
temporancous output in industries that employ more highly
skilled wotkers. Difference-in-difference-in-difference models
that conerol for unmeasured state-specific time trends com-
mon across industries suggest that a 10 percent increase in the
minimum wage is associated with a 2 10 4 percent decrease in |
state GDP generated by lower-skilled industries.

Background and Relevant Literature

Employment Effects of the Minimum Wage

Through the late 1980s, there was a strong consensus among la-
bor economists that minimum wage increases reduce employ-
ment among low-skilled workers (see, for example, Brown et
al, 1982). However, the iconoclastic work of Card and Krueger
(1994; 1995) forged a “new economics of the minimum wage”
lizerature that caused many to reconsider the employment
consequences of minimum wage increases. Since the work of
Card and Krueger (1994; 1995}, a substantial number of new
studies on the effect of state.and federal minimum wage laws
have tried to improve upon Card and Krueger’s research de--
sign, paying careful attention to unmeasured stare-specific time



crends and the availabilicy of sufficient within-state variation
in minimum wages. Neumark and Wascher (2007; 2008) se-
viewed over 90 studies conducred since the Card and Krueger
work. They conclude thas the evidenceis “overwhelming” that
Jow-skilled workers experience the strongest disemployment
effects, and place employment elasticities in this new literature
from 0.1 to -0.3.

Recently, however, the debate in the literature has been stirred
anew by studics questioning the credibility of the estimation
strategy used in many national pancl studies (see, for example,
Dube, Lester, and Reich, Forthcoming; Addison et al, 2009).
These authors argue that the usual panet dara techniques of
controlling for scate and year effects, and identifying minimum
wage effects from within-state variacion in the minimum wage
may be fawed due o unobserved state-specific fabor mar-
ket trends!. Thus, while the employment literature generally
points to modest negative employmenteffects for workers who
are less skilled, less educared, and less experienced, these studies
make clear that care should be raken to control for unmeasured
state-specific time trends. '

Income and Spending Effects
of the Minimum Wage

While there is a fair amount of evidence pointing to adverse
employmenct effects, recent studies provide little evidence that
minimum wage hikes result in ner income gains for low-in-
come workers. Neumark and Wascher (2002) and Neumark
et al. {2005 a,b) use marched Currenc Population Survey data
" to examine the effects of minimum wage increases on fam-
ily income. They find that some low-skilled workers living
in poor families who rermain employed see their incomes rise
and move out of povercy when the minimum wage increases.
However, other low-skilled workers appear to lose their jobs or
have their hours substantially reduced as a result of minimum
wage hikes, causing income losses and increased poverty. On
ner, Neumark and Wascher (2002) find thar the families of
low-skilled workers are no better off (and may be made worse
off) by minimum wage hikes. The authors conclude that the
effects of minimum wage increases resemble income redistri-
bucion among low-skilled workers. Sabia (2008) finds asimilar
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resul for less-cducared single mothers. In a study examining
single mothers aged 15 to 55 without a high school diploma,
he finds, on net, a statistically insignificant zegative reladion-
ship between minimum wage increases and income. However,
Aanaronson ec al. (2009) find that among houscholds with min-
imum wage workers, minimum Wage (ncreases are associared
with increases in consumer spending, particularly on durables
such as vehicles, but that spending increases more than income,

leading to greater household debt.

Schooling Effects of the Minimum Wage

‘The effect of minimum wage increases on school enrollment
is theoretically ambiguous, Minimum wages could reduce
non-school employment opportuniries for teenagers, thus in-
creasing the cost of dropping out. At the same time, minimum_
wage increases could induice employers to substitute away from
Jower-skilled teenagers ‘and toward higher-skilled teenagers,
leading to increased demand for higher-skilled teenagers who
drop out of school and join the labor market. '

The empirical evidence.on the schooling effects of minimum
wage increases is mixed. Martila (1978) finds chat minimum
wages are positively associated with school acrainment. On the
other hand, Neumark and Wascher (1995, 1996 a,b) find that
minimum wage hikes between 1977 and 1989 reduced school
enrollment, and Pacheco and Cruichshak (2007) find similar
evidence for some specific-subgroups in later years” Ehren-
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berg and Marcus (1980, 1982) find no net effects on state-level’

schoo! entollment, and also find that minimum wages reduce
enrollment for low-income teenagers, and raise it among high-
income teenagers. But other work (Warren and Hamrock,
2010; Campolieti et al,, 2005; Neumark and Wascher, 2003;
Card, 1992) has found no effect. Taken together, the evidence
to date provides little evidence that minimum wage increases
have increased school enrollment and mixed evidence on
whether their effects are negative’. '

Output Price Effects of the Minimum Wage
Two early case studies of California (Card, 1992} and Texas
(Karz and Krueger, 1992) found lictle evidence that minimum

wages affect fast food prices. These findings—in conjunction

VT betier control for differences in trends that could exist across heterogencous states, Dube et al. (Forthcoming} instead rely on variation in
minimum wages in contiguous counties across state borders and Addison et al. (2009) control for state-specific linear time trends. Sabia et al.
(2010) use more highly educated individuals asan additional control group for 2 third difference.

2This result is consiscent with Card (1992) and Cunningham (1981).

¥They find some modest evidence that large hikes in the minimum wage mighr have small negarive effects on the high school completion
rate, but only in states in which students are permitted to drop out before age 17.
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. with Card and Krueger’s (1994) evidence of positive employ-

ment effects from minimum wage increases~—suggest that low-
skilled labor markets affecred by the minimum wage might be
characterized by monopsony power.

However, a series of recent studies by Aaronson {2001) and
Aaronson et al. (2007, 2008) find consistent evidence thar
minimum wage increases are associated with increased our
puc prices in lower-skilled sectors and in low-wage regions of
the country. Consistenc with the results of Card and Krueger
(1995), their study lends support to the competitive model
prediction of full pass-through of minimum wage costs in
prices (Lemos, 2004).

Profit Effects of the Minimum Wage
To the author’s knowledge, only one study to date has explored
the effects of minimum wage increases on firms' profitabil-

icy. While Card and Krueger (1995) provide evidence that

minimum wages reduce shareholders’ expecrations of future _

firms’ value, Draca et al. (2008) are the first to present direct
estimares of minimum wage effects on firms’ profitabilicy. Us-
ing panel data from the United Kingdom (UK), these authors
estimate the impact of the imposition of a national minimum
wage on the low-wage UK residential home care sector and

on firms across all secrors. They find consistent evidence that )

. the UK minimum wage reduced low-skilled firm profizabilicy.
While they did not find any evidence that the minimum wage
increased firm exit rates, they did find some evidence of small
reductions in entry rates, ‘

GDP Effects of the Minimum Wage

Taken rogether, the empirical evidence on the effects of mini-
mum wages on employment, income, schooling, ourput prices,
. and profirs suggest thar minimom wages may reduce outpur.
However, there are very few studies thar explore the effect
of minimum wage increases on output or economic growth.
- Nickell and Layard (1999) note that the.effect of minimum
wages on growth is ambiguous because they eliminae low-
productivity jobs, and also decrease employment among
low-skilled workers. Cahuc and Michel (1996) argue that if

minimum wages induce enough human capital accumularion

among unemployed low-skilled workess, they may have long-
run productivity benefics. Askenazy (2003) presents the firsc

“estimates of the “direct impact of a minimum wage on growth.”

Using data on 15 countries over four time periods, he finds a
statistically insignificanc (p-value = 0.43) positive relationship
berween the minitum wage and overall GDP growth?,

While the finding of Askenazy (2003) is suggestive, it is clear
that greater attention should be paid to (i) the role of wnmea-
sured time trends, {ii) whether there is sufficient policy varia-
tion to identify minimum wage effects with somte precision,
and (iii) parameter heterogencity across lower- and higher-
skilled industries. The currenc study contributes to the liera-
ture by presenting the first estimates of US. state and federal
minimum wage increases on overall and industry-specific gros

domestic product.

Data and Methods

Data

The empirical analysis below uses state-year panel data from
1997-2007. Data for the dependent and independent variables
were drawn from the Bureau of Economic Analysis (BEA) and
the Curreat Population Survey (CPS)5,

I begin the empirical ané.lysis by asking whether minimum

- wage increases over this period were binding for lower-skilled,

less-experienced workers. I focus on teenagers for this portion
of the analysis because they are the most commonly studied
group of low-skilled workers in the minimum wage literature
(see- Neumark and Wascher, 2008; Burkhauser et al._, 2000).
Next, I explore‘ two potential mechanisms through which
the minimum wage could affect gross domestic product: em-
ployment and schooling, Lastly, I turn o the key ourcome
of interest in this study—the natural log of state GDP in mil-
lions of constant dollars. State-, year-, and industry-specific
GDP were collected from the Bureau of Economic Analysis
for the years 1997-2007 using the North American Industry
Classification System.

The focus of the study by Askcn#zy (2003) is on whether the growth effects of the minimum wagé differ by the level of a nation’s exports; he
 finds that the interaction of the volume of the nation’s exports and the minimum wage is positively and significandy related to overall GDP

growth.

*GDP data are downloadable at htep:// www.bea.gov/ through thc-ycar 2007 at the time of this writing; minimum wage data are avail-
able ac the Bureau of Labor Statistics at huep:/ fwwwbls.gov/; and Outgoing Rotation Group data from the Current Population Survey

is downloadable at http:// www.nber.org/data/morg.htm].
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The central independenc variable of incerest is the natural log
of the federal or state minimum wage (whichever is higher),
collecred from the Bureau of Labor Statistics. For years in
which the state minimum wage changed mid-year, the average
‘minimum wage that existed over the twelve month period was
used. Between 1997 and 2007, there was substandial state-level
variation in minimum wages. During this time there were two
changes in the federal minimum wage and 28 changes in state

minimum wages (see Sabia, 2009 fora discussion of the effects -

of this new minimum wage variation on precision of behavior-
al estimaes)®. Other measures of socioeconomic controls, de-
scribed below, are gcncrated using the CPS MORG files. The
means of the dependentand independent variables are listed in

Appendix Table 1.

Estimation _

Following Card and Krueger (1995) and many of the studies
reviewed by Neumark and Wascher (2008), the analysis begins
by conditioning the sample on working low-skilled workers
(teenagers) and estimaring the effect of stare and federal mini-
mum wage increases berween 1997 and 2007 on their wages:

wage, =y +BMW +X 0, + a,+1,+E, (1)

Here, wage, is the natural log of the average wage rate of worke
ing16t019 year-olds in state sac time MW is the naturallog

" of the higher of the state or federal minimum wage in state s at
time £, and X, isa vector of the following state and year-specific
sociocconomic controls: the prime-age (aged 25-54) average
adulc wage rate’, the natural log of the prime-age male unem-
ployment rate, the share of the population -‘aged 16-19, the
share of the population that are US. cicizens, the share of popu-
lation that is non-white, high school completion rates forthose
aged 25-64, the poverty rate, and the population aged 16-64.
In addition, o, a time-invariant state effect, is included to cap-
ture fixed state-level characreristics, and 7, a state-invariant year
effect, is included to capture unmeasured time trends common
across states. In alrernate specifications, 2 lagged value of MWV
is included on the right hand-side. If the key parameter of in-
rerest, B, is positive, then this would be evidence in support
of the hypothesis that minimum wage increases were binding
over this period for low-skilled workers.

sl
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Next, the employment and schooling effects of minimum
wage increases are estimared using the following regression

equations:
employ , = y/+ﬂ2MWS, + X 6,4+ a,+7,tE, (2)

hs = w+ B MW  +X 03+ o, +7, +Ey (3)
Here, emplay, is the nanural log of the ratio of employment to
population of individuals aged 16-19 in state s at time # and
where s, measures the nawural log of the school enrollment
rate for 16-t0-19 year-olds in state s at ime £, To control for dif-
ferential trends in stare-specific employment and high school
graduation trends that are not expected to be affected by the
minimum wage, the prime-age male unemployment rate and
the high school completion rate of older individuals aged
25-64 are included in the vector X, Moreover, in alternate
specifications of equations (2) and (3), state-specific linear time
trends are included on the right-hand side to capture unmea-
sured stare employment trends {Addison et al. 2009).

After exploring employment and schooling effects, the analysis
curns to the estimation of the effect of minimum wage increas-

eson GDP:
GDP =y + B MW + X, 0,+ o, T, ke, {4)

As above, an important concern with the identification $trat-
egy pursued in {4} is that unmeasured stare-specific time trends
could be correlated wich both state minimum wage changes
and state GDP, leading to biased estimates of B, For example,
if state legislarures tended o enact minimum wage increases
when state economies were growing rapidly and avoided them
at the onset of recessions, then difference-in-difference esti-
mates may understate the magnitude of any adverse effect of
the minimum-wage on state output.

Moreover, there is likely to be substantial parameter hetero-
geneity in B, Industries chat employed a larger share of low-
skilled workers or produced goods and services arc expected to
be impacted by minimum wage increases to a greater degree
than industsies that employed more high-skilled workers. To
identify low-skilled and high-skilled industries, I examine the

$The states thar raised their minimum wages were AZ, AR, CA, CO, CT, DE, DC, FL, HI, IL, ME, MD, MA, M1, MN, MO, NV, NH, NJ,

NY,NC, OH, OR,PA,RL VT, WA, and WL -

This measure is included to control for differential wage trends across states that should not be influenced by minimum wage policy.
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Table 1. Share of Workers Earning Less than Half of
the Average Privat
T

Wholesale Trade 0.133*** 0.196***
Retail Trade , 0.341 % 0.426%*
Rental and Leasing Services 0.229%** 0.291%**
Manufacturing 0.112* 0.140%
Administrative/Waste Services 0,253 0.293*+
Food/Accommodations 0.592*** 0.669***
Warehousing and Storage - 0.170% 0.184%

Mean Acro 0.268***

‘BanielBERefatiVEN Highe L
Finance and Insurance - 0.067 0.116
Finance o 0.068 0.124
Insurance 0.065 0.102
Transportation _
(Airlng’iI/Water/Pipe'ﬁne) - 0.066 0.084
Air _ 0.067 0.089
Rail e 0.063 0.075
Water 0.075 0.059
Pipeline 0.046 0.089
Telecommunications 0.051 0.070
Professional/Scientific/Technical 0.109.

Mean Across Higher-Skilled Industries

***Scatistically different from mean share of low-wage workers in higher-skilled industries {in Panel B) at 1% level.
“*Statistically different at 5% level ' ' ‘
*Statistically different ac 10% level _

Source: Current Population Survey Merged Outgoing Rotation Group, 2000

share of workers in each industry earning less than half of the
average non-agricultural privare sector wage®. This definition
of low-wage workers was adopred from Burkhauser and Sabia
(2007).

Table 1 reports the share of all workers in cach indusery earn-
ing less than half of the average non-agriculrural private sector
wage in 2000, $7.38. Ir is based on data drawn from the Cur-
rent Population Survey’s Merged Outgoing Rotation Groups.

R Fmnlnumant Paliriag Inefitnfa  Minimsim Wans Inaennnace e A Tlaale Pt 2

Seven lower-skilled industrics are identified chat map to the in-
dustries for which state-by-year GDP measures are provided by
the BEA: wholesale trade, retail trade, rencal and leasing servic-
es, manufacturing, administrative and waste-services, food and
accommodations, and warchousing and storage (Panel A). The
share of workers earning 2 “low wage” among all workers is re-
ported in column 1 and the share of hourly workers who report
being paid less than $7.38 per hour is reported in column 27,
The retail trade, rental and leasing, administrative and waste
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sexvices, and food/accommodations industries have the largest
shares of low-wage, low-skilled workers among the sample of
relatively lower-skilled industries. On average, 26.8 percent of
all workers and 33.8 percent of houtly workers in lower-skilled

industries are “low-wage.”

Using the same criteria, six high-skilled industries are identi-
fied: finance and insurance, transportation {air/rail/warter/
pipcline), telecommunications, data processing, and profes-
sional, technical, and scientific services (Panel B}, On average,
only 6.2 percent of all workers in these higher-skilled industries
are low-wage workers, 332 percent lower than the percent-
age in the seven low-skilled industries. The share of low-wage
workers in each relarively lower-skilled industry s statistically
significancly higher than the average share of low-wage workers
in the more highly-skilled comparison group (Panel B).

Thus, one way to test whether unmeastired state time trends are
leading to biased estimates of B, is to estimare GDP effects for
Jlower-skilled industries, where we might expect an effect, and
then conduct falsification tests using the higher-skilled indus-
tries in Panel B, which are less likely to be affected by changes
in minimum wages, particularly in the short-run. Data can
then be pooled from each lower-skilled industry and the more
highly-skilled industries to estimate a difference-in-difference-
in-difference {DDD) model of the following form:

GDP, = w0 B MW +6, X+ dy+T, +0,+Ey (5)

Here, i indexes industry {for instance, rental and leasing ser-

vices versus telecommunications), and w_represents the inter-

action of the state and yéar fixed effects. In chis framework,
the source of the identifying variation is differences in GDP
berween the low-skilled industry and the comparison higher-
skilled industries, controlling in the most flexible fashion pos-
sible for stare-specific trends in GDP common to both the af-
 fected indnstry and the comparison group. Thus, the estimare

of B, in equation (5) will measure the effect of minimum wages
on the differential trend in GDP growth berween each lower-
:skilled industry and the higher-skilled industry.

An advantage of the triple-difference (DDD) approach is that
it berter controls for unmeasured state time trends. However,
2 limitacion of this strategy is the lack of 2 “clean” distinction
berween treatment and comparison industries. There are two
reasons for this. First, scate-, year-, and industry-specific GDP
data from the BLS aré not available for narcower industries, 50
we cannot identify greater disparities in the share of low-wage
workers across industries that might allow for a sharper distinc-
tion berween affected and unaffected induseries™. -

Second, in a general equilibrium Frammework, minimum wage
increases could affect GDP in higher-skill industries. For ex-
ample, adverse employment effects of minimum wage increds-
es could lead to greater human capiral accumulation among
lower-skilled workers, leading to- 2 longer-run GDP boost
in higher-skilled industries. Thus, 1 explore whether there is
evidence of spillover effects of the minimum wage on higher-
skilled industries, particularly in che Jonger-run. '

All regressions are weighted by state population aged 16-64,
and standard errors are corrected for clustering on the state

(Bertrand etal., 2004).

Results

Wage and Employment Effects

"The first three columns of Table 2 show estimates of the cf-
fect of minimum wage increases on the wages of low-skilled
workers. Column (1) shows that minimum wage increases are
positively related to the wages of low-skilled workers, with an

estimated wage elasticicy of 0.108. The effect persists (but is

*Data for all GDP, private GDF, and government GDP were provided by the Burean of Economic Analysis (BEA). Within the private GDP
category, seventeen major industry categories are provided: manufacruring (durables and non-durables), wholesale trade, transportation, infor-
mation, finance and securities, real estate and rental /leasing services, professional services, administrative services, agriculwure, mining, utilites,
construction, health care, education, accommodations, and arts/entertainment. :

9Recent work by Bollinger and Chandra (2005) suggests that imputing hourly wages from reported earnings may introduce substantial mea-
surement etror. Thus, as in Sabia et al. (2010}, resules in Table [ are presented for all workers and hourly wotkers.

10The BEA offers the following explanation for this: “The Burcau of Economic Analysis (BEA) does not include statistics for some of the de-

tailed components of value added in the published tables because their quality is significancly less than that of the higher level aggregates in
which they arcincluded. Compared to these aggregates, the more detailed statistics are more likely to be either based on judgmental trends, on

trends in the higher feve aggregate, or on less refiable source dara”

Crmminrmand Dalininn banilinin  Minimnm Waas Innrascae and Thair Failirs 6 Ronet Grnee Dnmastie Praduet

7



@ Emnlaumant Dalinian Inatiboga

the wage rate of working individuals ages 16-to-19. The dependent variable in models (4)-(7
population for individuals ages 16-t0-19,

Log (Minimum Wage) -0.108* 0.119" | -0215* -0.192% | -0, 185+
| - (0.051) (0.067) | (0.078) (0.063) | (0.075)
. . 0.090 | 0.070 -0.205"{ -0.073 | -0.175
Log (Minimum Wage) in -1 0.054) | (0.079) 0.094) | (0.088) | (0.154)
Long-Run Elasticity 10.189* -0.265* | -0.360*
p-value ‘ n=0.04 p=0.01) p=0.06
. ‘ \ 0.018* [ 0.018* [ 0.016* { 0.019* | 0.018* | 0.020* | 0.018
Auerage Adult Wage Rate 1= o e T 6,006 0.007) | (©.010) | 0.010) | (0.010) | ©0.012)
Log (Prime-Age Male -0.035™* | -0.036"*| -0.037* | -0.050* | -0.041* | -0.039* | -0.016
Unemployment Rate) (0.009) | 0.011) | {0.012) | (0.021) | 0.023) | (0.023 | (0.021) |
Share of Population Ages | -120 | -150 | -1.81* | 309* | 160 | 210 | 3.8
16-t0-19. | (0879 | 0977) | (0985 | (1.68) | (1.8 | (1.87) | (3.43)
| Share of Population 0.251 | 0113 | 0078 | 172 | 1.33™ | 120~ | -0.179
U.S5. Citizens - (0.208) | (0.255) | (0.260) | (0.471) | (0.499) | (0.502) ‘| (0.424)
| Share of Population - -0.284|.-0.266 | -0.286 | -0.279 | -0.055 | -0.146 | -0475
[ Non-Whites- - 0.289) | (0.371( | (0.331) | (0.343) | (0.367) | (0.394) |- (0.386)
High School Completion 0.723" | -0.734* | -0.751* | 157 (149 | -156* | -0.553
| Rate for Ages 25-i0-64 (0.282) | (0.323) | (0.310) | (0.573) | (0.557) [ (0.564) | (0.553)
fove mﬁat S 0000 | -0.001 | -0.001 [-0.012"*]-0.008" | -0.009™ 0005 |
SR _(0.002) | (0.002) | (0.002) | (0.004) | (0.004 | (0.004) | (0.005)
Log (Population) 0.088 | 0111 | 0.130* | -0.204 | -0.163 | -0.146 0267
(0.060) | (0.074) | (0.071) | (0.137) | (0.162) | (0.163) | (0.286)
State Effects? Y Y Y Y | Y Y Y
Year Effects? Y Y Y Y Y Y Y .
%{:{t}g—:?Speclf_lc Linear Tlmg | N N N N N N y
N 561 510 510 | 561 510 510 510
*** Significantat 1% level  ** Significant at 5% level * Significant ae 10% level
Notes: Standard crrors corrected for clustering on the state are in parentheses. The dependent variable in models {1)-(3) is the natural log of

) is the natural log of the ratio of employment to

not statistically different from zero) when the laggcd value of
the minimum wage is used alone (Column 2), but is significant
and larger in magnirude (elasticity = 0.127) in the longer-run
when both the contemporaneous and lagged effects are includ-
ed rogether (Column 3). Thus, there is strong evidence thac
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minimum wage increases between 1997 and 2007 were bind-
ing for lower-skilled workers.

The rcmaining. four columns of Table 2 (columns 4-7) show
the employment effects of increases in the minimum wage. A
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Table 3. Estimates of the Eifect of Minimum Wage

on School Enrolent of 1tof19 Year—ls |

Log (Minimum Wage) 0.018 0.089" 0.065
(0.038) (0.043) (0.054)
Log (Minimum Wage) in t-1 (%%052? (3356:) (g(? : ;)
Long-Run Elasticity 0.028 0.004
p-value ' p=0.63 p=0.96
' -0.008 -0.006 -0.007 - -0.007
Average_Adult Wage Rate ~(0.006) 0,000 0.006) (0.008)
Log (Prime-Age Male -0.005 -0.008 -0.009 -0.021
Unemployment Rate) (0.011) (0.013) (0.013) (0.015)
Share of Population Ages 10.004 0.128 0.061 0.102 -
16-to-19 - ' (0.424) (0.486) (0.424) (0.492)
Share of Population -0.170 0.079 0.051 0.032
U.S. Citizens (0.204) (0.190) (0.187) ' {0.299)
‘Share of Population 0262 | -0.255 | -0.269 -0.140
Non-Whites (0.261) . (0.248) | (0.245). 0.338) .|
High School Completion 0.117 -0.102 0115 0.007
Rate for Ages 25-t0-64 0.282) | (0.248) (0.248) (0.302)
T 0.005*** 0.004~ | 0004 0.003 .
Pwer_w?-R ate 0002 | (0002 .| (0.002) (0.002)
Log (Population) 0.094 0.166** 0.178* 0.261
| , (0.072) (0.082) (0.081) (0.193)
State Effects? Y - Y Y Y
Year Effects? Y Y Y Y
State-Specific Linear Time Trend? N N N Y
N | 561 510 510 510

w Significantat 1% level ™ Significant at 5% level

Notes: Standard errors corrected for clustering on the state ate in paren

* Significant ac 10% level .
theses. 'The dependent variable in all models s the natural log of the

share of the population ages 16-to-19 that was enrolled in school in the fast week.

10 percent increase in the minimum wage is associated with 2
2.2 percent decline in low-skilled employment, consistent with
the consensus estimates of Neumark and Wascher (2008).
The resule persists when using the lagged minimum wage
alone {Column 5) and is a bir larger in magnitude (elasticity =
-0.265) in the longer-run (Column 6).

Employment Policias Institute Minimum Wage increases and Their Failure to Bobst Gross Domestic Product 9

As discussed above, one critique of the “difference-in-differ-
ence” approach is that there may be-unmeasured state employ-

' ment trends that lead to biased estimates (Dube et al, Forch-

coming; Addison er al., 2009; Sabia ez al, 2010}, Thus, in

‘Columnn (7), controls for state-specific linear time trends are

added. In this specification, the longer-run employment efas-
ticity increases to -0.360.
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Notes: Standard errors corrected for clustering on the state are in parentheses. All models include the full list of controls listed in Table 2. The

dependent varizble in each model is the natural log of state GDP.

School Enroffment Effects

Cahuc and Michel (1996) hypothesize that minimurn wage .

increases could increase economic growth, especially in the
longer-run, if the adverse employment effects among younger
lower-skilled workers lead to greater schooling, This possibilicy
is explored in Table 3. The baseline model (Column 1) shows
cvidence of a positive bur statistically insignificant relation-
ship between minimum wage increases and contemporaneous
school enrollment rates, with an estimated elasticity of 0.018,

The estimared effect becomes negative and smaller in absolute

magpitude and remains statistically indistinguishable from

zero when the lagged minimum wage measure is included

alone (Column 2). When the contemporaneous and lagged
minimnum wage measures are included on the right-hand side
of the estimating equation, the contemporaneous effect is posi-
tive and staristically different from zero, bur the lagged effect is
negative and of comparable magnirude; che long-run elasticity
remains small and is not statistically significant {Column 3).
Finally, when a state-specific time trend is included s a con-
trol (Column 4}, the long-run school enrollment effect falls to
0.004. Thus, while there is robust evidence of a negative em-
ployment effect from minimum wage increases, there is litele
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- evidence thac minimum wage hikes during this period affected

teenage school enrollment rates, consistent with the findings
of Warren and Hamrock (2010), Campolieti et al. {2005),
Neumark and Wascher (2003), and Card (1992).

Overall GDP Effects

Table 4 presents estimares of the effect of minimum wage in-
creases on aggregate GDP. The first three columns of Table
4 show estimates of , from equarion (4). The results suggese
that a 10 percent increase in the minimum wage is associated
with a small and statistically insignificant 0.65 percent decline
in overall GDP {Column 1). When the lagged minimum
wage (Column 2) isalso included as a regressor, the Jonger-run

 elasticity remains small and stacistically insignificant (-0.057),

though the conternporaneous effect is now negative and mar-

 ginally significant. In Column (3), three lags of the minitnum

wage are also included on the right-hand side of equation (1);
the long-run elasticity (sum of clasticities for the conrempora-
neous and three lagged minimum wage effects) in this specifi-
cation is around -0.12, driven by 2 significant contemporane-
ous minimum wage effect. The inclusion of a state-specific
lincar time trend (Column 4) reduces the magnitude of the



i) 3 i ALk
Log _ ~0.140 one | 0,042 . ~0.089 .
(Minimum Wage) | o085 | (0.037) | ©.035 | 0111 (0.208) (0.209) (0.061) 0.027) (0.219)
N _ 4,488 561 561 561 561 561 561 561 - 561
S vk PAne 7L BrgaraRu Efte G :

Log _ 0185 | -0.080* | -0.043 | -0.i66" |  -D448™ -0.430 |
(Minimum Wage) [ o077y | (0.047) | (0.059) | (0.100) (0.180) (0.286) {0.071) "(0.039) "~ (0.265)
Log | 0071 | -0030 | 0079 |-0.206%| _-0109 0.192 -0.112* 0.075 -0.060
(winimum Wage) |0 065 | 057 | @071 | 0089 | 0248 | (0229, (0.063) (0.045) (0.322)
log .. 0008 | -0.067 | -0.067 | 0.089 0.121 -0.163 0.011 .0.017 0.019
(K mum wage) [“o0es | (0118 | 0000 | (0129 | (©0:209) 0253 | (©0108) (0.083) (0.333)
Log 20017 | o007 | 0065 | -0.158 -0.546* 0.490 ~0.082 0.110 -0.087
(Mg Wage) " osy | (0108 | @110 | (0099 | - (0289 - (0310) (0.084) (0.103) (0.340)
Leng-Run ] i} x . - o ' - - N4
Ly 0232 | -0106% | 0.034 | -0441 0982 | 0080 0.201* p.212 0.377 .
p-value p=008| p=005 | p=062|0p = 0,01 p=1003 p=0.85 p =0.00 p=0.00 p=040
State Effects? Y Y Y Y Y R Y . Y A\
Year Effecis? - Y Y Y Y Y Y , Y - Y oY
State-Specific ' - : - 1 . i
Time-Varying Y. Y Y Y- Y Y . Y Y o Y

-| Controls? - o 1 : :
N 3,840 430 480 480 480 430 Y 480 480
** Significant at 1% level ** Significancat 5% level  * Significantat 10% level

_ Notes: Standard errors corrected for clustering on the state are in parentheses. All models include the full list of controls listed in Table 2. Thé

dependent variable in each model is the narural log of stace GDP.

minimum wage effect, though the long-run estimare is gener-
ally consiszent with Column (3). Thus, these findings suggest
that a 10 percent increase in the minimum wage has a small
(less than one percent) and generally statistically insignificanc
effect on overall GDP.

The remaining columns in Table 4 explore p arameter hetero-
geneity across the private versus public sectors. The results
provide only modest evidence of a negative relationship be-
rween minimum wage increases and private sector GDP (elas-
ticity estimates of -0.06 10 -0. 12), and only the contemporane-
ous effect is significant in Columns 5-8. For the public sector

(Columns 9-12), there is even less evidence of minimum wage,

effects on government GDP. Thus, the resulrs in Table 4 sug-
gest only limited evidence of small adverse effeces of minimum
wage hikes on private sector GDP".

However, given potential parameter heterogeneity in (4
actoss private sector industries with varying shares of lower-
and higher-skilted workers, the analysis next trns to industry-
specific estimates.

Effacts on GDP Generated by
Lower-Skifled Industries

Table S presents estimates of equation (5) for the relatively
lower-skilled indusiries described in Panel A of Table 1. Panel
I shows contemporancous difference-in-difference estimates
of minimum wage increases while Panel II shows longer-run
effeces. The results suggest thar minimum wage increases
are associated with a reduction in GDP in lower-skilled in-
dustries. A 10 percent increase in the minimum wage is as-
sociated with a contemporaneous 1.4 percent decline in state
GDP generated by these lower-skilled industries. Specifically,

2 10 percent increase in the minimum wage is associated with

1\Moreover, in unreported results, we include four- and five-year lags and continue to find no evidence oflong-run positive growth effects,
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GDP declines of 1.1 in wholesale trade, 2.3 percent in rental
and Jeasing services; and a 2.2 percent decline in administrative
and waste services. There were also negarive (bur statistically
-insignificant) declinesin GDP in warehousingand storage and
manufacturing of durables and non-durables, with respective
elasticities of -0.29, -0.33, and -0.09. There is litele evidence
that minimum wage increases are related to GDP generated
by the retail industry. While I find-a small posicive relationship
between minimum wages and GDP generated by food and ac-
commeodations services, the evidence below suggests that this
relarionship is not likely causal in nacure.

Relarive to the short-run, the estimated effects of minimum
wage increases on GDP in lower-skilled industries is approx-
imately 69 percent larger in the longer-run (Panel II). A 10
percent increase in the minimum wage is associated with a
longer-run 2.3 percent decline in lower-skilled industry GDP.

The respective elasticiries across the negatively affected lower-
skilled industries are also Iargef in magnitude. Moreover, the
long-run estimated effect is statistically different from zero for
manufacturing of durables. Estimated elasticities range from
-0.11 for wholesale trade to -0.98 for manufacturing of durable
goods. However, caution should be taken in interpreting the
difference-in-difference estimates in Table 4 causally, If stare
legislatures choose to raise minimum wages during periods of
state GDP growth and are more reluctant to raise them during
periods of recession, then- difference-in-difference estimates
would produce negative correlations biased toward zero and
positive correlation (such as that found on food/accommoda-
tions) biased upward. We explore chis point below'2.

Effects on GDP on Higher-Skilled Industries

While there is some evidence in Tzble 5 that a number of
lower-skilled industries experience a decline in GDP when
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eses. All models include the fulllistof: Fontrols listed in Table 2. The

minimum wage increases are cnactf_:d, these estimates may not
represent 2 causal relationship, but rather a correlation due to
unmeasured state-specific time trends. Thus, Table 6 presents
estimates of the effect of minimum wage increases on GDP
in the more highly-skilled industries. A 10 percent increase
in the minimum wage is associared with a statistically insig-
nificant 0.95 percent increase in average GDP generated by
higher-skilled industries (Column 1). When cach industry
is considered separately, there is no evidence thar minimum
wage increases are associated with contemporaneous changes
* in GDYP in telecommunications, professional/scientific/tech-
nical services, air transport, rail transport, water transport,
pipcl'mc transpor, or finance and insurance (Columns 2-9).

Panel 11 explores whether there are longer-run increascs in
GDP in the more highly-skilled sector due perhaps to greater
human capital investment by disemployed, low-skilled work-
ers or employer substitution toward higher-skilled labor. In
the longer-run (Panel IT), there is Jictle consistent evidence
that minimum wage increases significantly affecc GDP in
these higher-skilled industries. A 10 percent increase in the
minimum wage is associated with a statistically insignificant
1.1 percent increase in GDP in more highly skilled industries.
Approximately half of the identified higher-skilled industries

. have negative long-run elasticities and half have positive elas-

ticities, most not scatistically different from zero. Only for
pipeline transport {Column 8) is there some evidence of a
long-run positive relationship between minimum wages and

2] unreported results, lagged minimum wages of up to five years continue to show little evidence of positive growth effects across industries,

except in the accommodations/food service industry.
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GDP. In summary, GDP generated by more highly skilled
industries appears largely unaffecred by minimum wage in-
creases, lending litcle support for the hypothesis that minimum
wage increases lead to greater economic growth in the longer-
run due to (1) firms substituting toward higher-skilled workers

or (2) lower-skilled workers investing more in education'®,

Triple-Difference Estimates

Table 7 presencs difference-in-difference-in-difference esti-
mates of the effect of minimum wage increases on lower-skilled
industries (relative to higher-skilled industries) controlling for
fully interacred state and year cffects, which capture any un-
meastred state time trends common to industries. The findings
reflect that increases in the minimum wage reduce GDP across
a number of lower-skilled industries. A 10 percent increase
in the minimum wage is associated with a contemporaneous
2.4 percent decline in lower-skilled industry GDP relative to
higher-skilled industry GDP (Colurnn 1, Panel I}). Across in-
dividual lower-skilled industries, the pattern is similar with a
contemporaneous GDP elasticity of -0.21 for wholesale erade,
-0.33 for rental and leasing services, -0.43 for manufacturing
of durables, and -0.32 for administrative and waste services.
Moreover, the estimated elasticities for retail, manufacturi.ng of
non-durables, and warehousing and storage, while statistically
insignificant, are all negative: -0.06, -0.19, and -0.38, respec-
tively. Notably, the effect of the minimum wage on GDP in
accommodations/food services is now much smallerand statis-
tically indistinguishable from zero, suggesting thac the positive
difference-in-difference correlation seen in Table 5 may have
been due to differential unmeasured time trends in state GDP,
and is not likely causal in nature.

As in Table 5, che long-run GDP effects for lower-skilled in-
dustries are, in general, larger in magnitude than the short-run
effects (Panel IT). Across all lower-skilled industries (Column
1), the sum of the contemporaneous and three-year lagged ef:
 fects of the minimum wage is 48 percene larger than the shore-
run effect. This patzern persists across each of the lower-skilled
industries.

Conclusions

While policymakers’ calls for minimum wage increases are usu-
ally accompanied by appeals to social justice (sce Sabia, 2008
for a discussion), recent calls for hikes have focused on the
potential for minimum wage increases to stimulate economic

growth:

 Raising the minimum wage is the first step toward a stron-
ger economy for all Americans, not just for the privileged
few. (Representative Christopher Carney, D-PA, 2007)

[T]he last time Congress raised the minimum wage, our
country experienced the strongest economic growth in
decades. (Senator John E Kerry, D-MA, 2007}

The main effect of 2 minimum wage increase is simple: it
takes money-from an employer who could pay more and
still carn a profit and purs it into the pockets of the lowest
wage workers. This additional income will have an uplifi-
ing effect by helping to sustain economic growth. (State
Representarive Joseph Egan, D-NJ, 2005)

Research also shows that raising the minimum wage not
only aids minimum wage workers and their families but

- italso helps to stimulate the American economy. (Ilinois
Department of Labor, 2009) '

Millions of workers are going to ger a raise [from the min-
imum wage] that they otherwise would not have gotren,
and that will increase their purchasing power... '

[The] wage hike will increase US. GDP, serving asa small
engine of growth as the US. economy inches back toward
health. (Joseph Lazzaro, AOL Financial Watch, 2009)

Moreover, an economist at the Economic Policy Institure re-
cently made the case that raising the minimum wage could be
‘ashot in the arm” for the economy:

Some [supporters of the minimum wage increase] regard
ft as a stimulus that could help reduce the growing savings
rate and increase consumer spending, which represents

PSeveral state-, year-, and industry-specific GDP categories did no fall as easily into the “lower-skilled” or “higher-skilled” industries. However,
in the inzerests of completeness, Appendix Tabie 2 presents difference-in-difference estimates for seven industry categories not explored in the
main body of the paper: agriculrure, mining, construction, uzilities, education, healtheare, and arts & entertainment.
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rwo-thirds of the gross domestic product. The increase
“ould not have come at a betzer time;” said Heidi Shier-
holz, an economist at the Economic Policy Instirure:..”

This will put $5.5 billion of spending into the economy,
she added. “Thar’s not going to solve our problems,” but
it is % shot in the arm.” (Shierholz, Washington Post,
July 24, 2009)

While a number of studies have examined the effect of mini-
mum wage increases on wages, employment, income, school-
ing, and oucput prices, litrle work has been done examining
che GDP effects of minimum wage increases. Drawing on
state-year panel data from 1997-2007, this study presents €s-
rimates of the effects of minimum wage increases on overall,
privare sector, and industry-specific GDP.  Consistent with
ptior literature, the results show that minimum wage increas-
es are associated with modest adverse employment effects
among low-skilled workers, with estimated elasticities of -0.2

Employment Policies Institute Minimum Wage Ingreases and Their Failure to Boost Gross Domestic Praduct 15

t0-0.4 for teenagers ages 16-10-19. Hlowever, during the sam-
ple period analyzed, we find no evidence that minimum wﬁgc
increases affect school enrollment rares for 16-to-19 year-olds
in the shore- or longer-run. Taken togethes, this evidence sug-
gests that there may be adverse GDP effects from minimum

wage increases.

Turning to GDP effects, the results suggest. that minimum

© wage increases are associated with small to modest declines

in GDP generated by lower-skilled industries, but have no
effect on GDP generated by more highly-skilled industries.
Triple-difference estimates that control for state-specific time
trends show that a 10 percent increase in the minimum wage

' is associaced with a 3.5 percent Jong-run decline in GDP in

lower-skilled industries. ‘Thus, these findings show that while
minimum wage increases are not likely to have appreciable
cffects on overall or private sector GDP, there may be small
to modest negarive effects on GDP generated by some lower-
skilled industries. '
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Rppend Alle +F: an ahaarg teviatio D

l i)z
B T 5
Wage Rate of Employed Wor'kers Ages 16-10-19 0760) Natural Log of Administrative and Waste Services GDP (?;%
i 0.401 ' . . 9.04
Eg;ll?lgtfigr?fﬂ?ﬁ:ﬁ glto-w | 0,082 Natural Log of Accomedations Food Services GDP 0 9050)
School Enroliment Rate for 0.713 ' _ 6.68
Individuals Ages 16-to-19 ) 0.045) Natural Log of Warehousing and Storage GDP A.07
Natural Log of Overall GDP (in millions of cur- | 12.70 . I . _ L4
rent dollars) 0.963) Natural Log of Higher-Skilled !ndustngs GDP 237
Natural Log of Private Sector GDP (3%3?;) Natural Log of Telecommunications and Broadcasting GDP (??g) :
Natural Log of Government Sector GDP | ({1]2332) l\_laturai Log of Telecom Data Processing and Information GDP (17'22)
Natural Log of Lower-Skilied Industries GDP: 9.06 gla}gjral Log of Professional, Scientific and Technical Services | 9.94
_ (1.50) - _ (1.17)
National Log of Wholesale Trade GDP (?'3; Natural Log of Air Transport GDP . “71%
: ' 10.01 6.40
Natural Log of Retalil GOP Natural i Dpe
1} (0.943) atural Log of Ral.l TranspoﬂG P (0,969
Natural Log of Rental and Leasing Services GDP 8.03 Natural Log of Water Tranépmt GDpP 1.9
_ _ n L .05} ‘ (1.84)
Natural Log of Manufacturing of Durables GDP - (110006‘4; Natural Log of Pipeline Transport GDP® (;1.;1)
facturing of Non- 9.69 - ) ' .
gggjral Log Qf Manu actu.rmg of Nqn Durables o Natural Log of Finance and Insurance GDP 10.04
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Natural Log of Minimum Wage -
_ 7 {0.116) (0.087)

Prime Age (Ages 25-to-54) 14.85 | High School Completion Rate : 0.875
Mate Hourly Wage Rate (2.13) | for Individuais Ages 25-to-54 A (0.038)
Unemployment Rate for 0.038 : : 0.123
25-t0-54 year-olds - [To.077) | Poverty Rate . 0278
Share of Population Ages 0.088_| Natural Log of Population Ages ' 16.6
16-to-19 . (0.007) | Ages 16-to-64 ' : {0.899)
Share of Population that , 0.858 N . -
are U.S, Gitizens ‘ (0.107) 561

Note: Standard deviations are in parenthcses.

*Sample size is 4,488

tSample size is 4,395

*Sample size is 537

Sample size is 504

“Sample size is 549
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Appendix Table 2. Difference-
Generated by Agriculture, Mining

By

2)

AT

in-Difference Estimates of the Effect of Minimum Wage Increases on GDP

Construction, Utilities, Education, and Health Care

Log 0.180 -0.262 0.018 0.045 -0.008 0.113
{Minimum Wage) (0.109) {0.331) (0.092) (0.137) (0.075) (0.046) {0.078)
State Effects? Y Y Y Y Y Y Y
Year Effects? . Y Y y Y Y Y
- State-Specific |
Time-Varying Y Y Y Y Y Y Y
Controls? : ‘ ,
NS 557 560 561 561 - 561 561 561
ﬂ??ﬁﬁ;‘)‘) of re20ad | 721073 | os0@esy) | 8re0N | 78114 | 987084 | T.e7(11)

*#* Significant at 1% level ** Significant at 5%level * Significant at 10% level
Notes: Standard errots corrected for clastering on the state are in parentheses. All mod

dcpcridcnt'variablc in each model is the natural log of state GDP.
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DEAR MEMBERS OF THE COUNCIL OF THE CITY OF NEW YORK: ¢
PEACE BE UNTO YOU ALL. TODAY AS ONE OF THE MANY LONG-TERM
RELIGIOUS LEADERS INONE OF THE GREATEST CITIES OF THE WORLD, 1AM
GRATEFUL TO ALMIGHTY GOD TO APPEAR ONCE AGAIN BEFORE THIS ESTEEMED
© BODY.1POSOMN ORDER TO APPEAL TO YOU TO DO WHAT YOU HAVE DONE 50

| MANY TIMES BEFORE, TIME AND AGAIN. THATISTO RENDER A LOGICAL' AND
[UST DECISION, IN SUPPORT OF THE PEOPLE OF NEW YORK — IN THIS CASE, THE

WORKING POOR.

VAKE NO MISTAKE - CHE CAMPAIGN, THE PEOPLE’S CAMPAIGN FOR A LIVING
W AGE, AND THE BILL IT HAS PRODUCED, IS AMATTER OF SOCIAL AND
ECONOMIC JUSTICE. YOU HAVE THE FACTS BEFORE YOU PRESENTED IN AN

. \PPEAL FOR JUSTICE, BY FAITH, LABOR, COMMUNITY, AND GRASSROOTS

GROUPS.

YOU ALSO HAVE THE JUSTIFICATIONS FOR INJUSTICE, PRESENTED BY THE
MAYOR MAJOR BUSINESS, SOME SMALL BUSINESS, AND REAL ESTATE
DEVELOPERS. WE RELY UPON YOUR GOOD JUDGMENT. THE MAYOR OF OUR
CITY, MAYOR BLOOMBERG, HAS DEMONSTRATED IN THIS CASE, HIS OWN

ONGOING COMMITMENT TO THE M]NORITY INTERESTS OF WEALTH AND CLASS

1



(con’t)

OVER THE SOCIAL , ECONOMIC, AND SPIRITUAL INTERESTS AND WELL-BEING,
OF THOSE WHO ARE NOT WEALTHY — THAT IS TO SAY, THE MAJORITY.
THE MAYOR’S UTILIZATION OF AN OUT-OF-TOWN MILLION-DOLLAR
TR Consul T o
C _WHOSE STUDY CLAIMS THAT THE DENIAL OF ECONOMIC JUSTICE
TO THE WORKING POOR HURTS THE CITY, IS SHAMEFUL. THE MAYOR’S
REVERSAL ON THE LIVING WAGE FROM PRO TO CON, IS SHAMEFUL. HIS VERBAL
SPIN AND REETORICAL JUSTIFICATIONS ON THE ENTIRE MATTER, ARE

SHAMEFUL.

WE, THE PEOPLE OF THE CITY OF NEW YORK, NEED FOR YOU, OUR COUNCIL, TO
ONCE AGAIN DEMONSTRATE YOUR INTEGRITY, COMPASSION, AND EMPATHY,
BY LETTING THE MAYOR KNOW, THAT YOU KNOW , WHAT IS RIGHT. VOTE FOR

THE BILL. THANK YOU.




Greater New York Chamber of Commerce

May 12" 2011  New York City LIVING WAGE HEARINGS /ﬁ

A recent questionnaire sent out by the Greater NY Chamber; a non for proﬁt organization that
works with over 16,000 business and civic leaders asked “Should NYC provide tax breaks for
commercial real estate developments that create jobs that pay less than a living wage?”

The majority of respondents felt that the city should not subsidize economic development that
creates low paying jobs. It was felt that developments with tax breaks and public subsidies
should not create poverty wage jobs with no benefits. It is not surprising that there exists strong
support for “A Fair Wage for New Yorkers” [defined as $10 per hour with benefits or $11.50
without health benefits].

The Fair Wages for New Yorkers Act will:

* Guarantee that workers in large development projects receiving public subsudles are paid at least the
New York City living wage of $10 an hour.

* Index the living wage to inflation so that it increases every year and keeps pace with the cost of living.
. * Require that employees who do not receive health insurance from their employer receive an
additional $1.50 per hour wage supplement to help them purchase their own health insurance.

* Apply the living wage guarantee to all workers at a subsidized development project, regardless of
whether they are employed directly by the developer or by the project’s tenants or on-site service
contractors.

In short; The Living Wage Bill will help ensure that developers who receive taxpayer funded
subsidies will help create jobs with living wages. A Living Wage law will ensure that NYC will
invest in rebuilding the middle class and reduce the amount of “working poor”.

Opponents of the living wage legislation argue that it would prevent businesses from creating
iobs and that business leaders and developers will claim that adding labor standards to
economic development projects will scare away potential investors by sending an “anti
business” signal. However; other studies have shown that living wage laws have been able to
help lift workers out of poverty without having a harmful impact on employment or businesses
in the communities that pass them. A recent study released by the Center for American Progress
(CAP) shows 15 cities effectively implementing business assistance living wage laws including—
Cleveland, Hartford, Los Angeles, Philadelphia, San Francisco—had the same levels of
employment growth overall as a comparable group of cities that didn’t. So other cities have
been successful at creating laws that raise wages without discouraging development.

Now is the time for New York City to take a close look at the true cost of all developments that
are subsidized by taxpayer money. Otherwise, New York City will continue to face growth in
working poverty. ie: some of the working poor are part of the 1.7 million people in NYC using
food stamps to survive. Can’t we do better for our workforce?

The Greater New York Chamber of Commerce is an approved New York State Not for Profit; recognized
by the US Chamber of Commerce. It operates under rule 501C-6, as an exempt organization of the U.S.
Internal Revenue Code, and maintains a charitable fund under IRS Rule 501 C-3.

20 West 44" Street, 4™ Floor - New York, NY 10036
Tel: 212-686-7220 -+ Fax: 212-686-7232 - www.ny-chamber.com
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Deputy Director, New York City Independent Budget Office
To the New York City Council Committee on Contracts
On Intro 251-A, Fair Wages for New Yorkers Act

May 12, 2011

Good afternoon Chair Mealy and members of the Contracts Committee. My name is George
Sweeting and I am Deputy Director of the New York City Independent Budget Office. Thank
you for the opportunity to offer testimony regarding Intro 251-A, the “Fair Wages for New
Yorkers Act.”

IBO has estimated the number of projects under various city economic development programs
which would likely be subject to the living wage provision. Our analysis suggests that 410 new
421-a projects would potentially qualify each year. There would be another 20 new Economic .
Development Corporation (EDC) discretionary benefit projects each year that would likely
qualify, as well as perhaps 20 projects per year qualifying for an employment relocation credit.

One program that we did not consider as a source for projects that might be subject to the living
wage provision is the city’s Industrial and Commercial Abatement Program (ICAP) because it is
our understanding that existing state law would not allow the city to change the eligibility rules
for this program. For this reason, we were somewhat surprised to see that the study
commissioned by EDC used ICAP as the basis for their analysis of the impact of the living wage
proposal on real estate development.

Thecity’s property tax is set in state law and therefore property tax exemptions must also be
established by state law. Unless specifically stated, the city is not authorized to add additional
requirements, such as a living wage provision, beyond those spelled out in the state law
establishing the specific exemption program. As a result, based on our reading of the law,
recipients of the Industrial and Commercial Abatement Program, the successor of the Industrial
and Commercial Incentive Program and largest single property tax expenditure for economic
development, would not be covered by the law.

This legislation would require beneficiaries of certain types of financial assistance to pay a so-
called living wage to employees. Financial assistance is defined as assistance provided by the
city or a city economic development entity to support property development, economic
development, job retention or similar purposes. Only projects where the financial assistance
exceeds $100,000 over the period when the benefits are being received would be subject to the



legislation. Beneficiaries of financial assistance would include companies receiving the
assistance, tenants or leaseholders of property improved by financial assistance, individuals or
companies who purchase real property developed with financial assistance, and contractors and
subcontractors working for a financial assistance recipient for 30 days or more. The legislation
provides exemptions for small businesses (revenues under $1 million a year), not-for-profits,
affordable housing projects where at least 75 percent of units are affordable to those making 125
percent of the Area Median Income, and construction and building services contractors. The
legislation also includes reporting requirements and compliance procedures, although I will not
be discussing them in my testimony today.

Beneficiaries Under 421-a. In the case of the city’s major property tax exemption for residential
development—the 421-a exemption—we have assumed that existing the statute may allow
legislation such as Intro 251-A to add eligibility criteria for the exemption. If projects developed
under 421-a were covered by the living wage provision, IBO expects about 410 new projects to
qualify annually, about 58 percent of all new 421-a exemptions in recent years. Of the 421-a
projects that would likely be covered, IBO expects 50 percent to be in Brooklyn, 30 percent in
Queens, 10 percent each in the Bronx and Manhattan, and less than 1 percent in Staten Island.

IBO based these estimates on 421-a exemptions granted between 2002 and 2011 and used the
first year tax expenditure times the length of the benefit, adjusting for the phase out, as a proxy
for lifetime benefit. This estimate likely understates the lifetime tax expenditure, and therefore
the number of projects that would be covered by the legislation, as the tax expenditure generally
increases over time with changes in assessments and tax rates. Furthermore, our estimate is also
likely to understate the impact because the current property tax records understate the number of
exemptions granted in recent years due to the time necessary to process 421-a applications. On
the other hand, our estimate may overstate the number of projects that would be covered because
some 421-a projects we included are likely to turn out to be exempt from coverage if the sponsor
is a nonprofit developer, or if the project meets the criteria for the 75 percent affordability
exclusion. Even within buildings that would be subject to Intro 251-A, there will likely be few
direct building employees affected under this legislation because many are already covered by
prevailing wage requirements.

Residential developments with ground floor retail space would be the most likely to see a direct
impact from the proposed legislation, as employees of the stores would qualify for the living
wage, providing they were not exempt due to the small business provision.

The city has additional housing development programs that involve benefits that would be-
subject to this legislation, but many of the beneficiaries would likely be exempt either because of
the affordable housing threshold or because the developer is a not-for-profit. IBO also expects
that many beneficiaries receiving financing for affordable housing through programs
administered by the Department of Housing Preservation and Development or the Housing
Development Corporation would also be exempt because of the affordable housing and nonprofit
exclusions. :

Economic Development Corporation Beneficiaries. A second major group of beneficiaries to be
covered under Intro 251-A are companies receiving discretionary economic development
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assistance through the New York City Economic Development Corporation, the Industrial
Development Agency, and the Capital Resource Corporation, as well as some smaller business
incentive programs operated by the city.

Using the Local Law 48 Annual Investment Projects Report for fiscal year 2009, IBO looked at
new beneficiaries from 2002 to 2009 that would have been subject to the living wage provision
because the present value of total assistance exceeded $100,000, and excluded projects where the
beneficiary was receiving financing for non-profit organizations. We are using the present value
of the benefits because it is readily available, but it may not be the best estimate of eligibility for
a couple of reasons. First, the legislation does not specify if the total assistance over the life of
the project is to be the sum of the projected annual benefit amounts measured in nominal dollars
or the present value of the sum of the benefits. IBO used the latter because of its availability; the
former would increase the number of covered beneficiaries. Secondly, the legislation does not
specify how the benefit from bonds is to be measured: is it the face value of the bonds, or is it
based on the projected savings to the beneficiary, or is it based on the combined cost to the city,
state, and federal governments? The EDC report that IBO based its analysis on used the
projected savings to the beneficiary.

IBO estimates that about 20 new beneficiaries each year would be subject to the provisions.of
Intro 251-A as a result of receiving financial assistance through EDC. The total cumulative
present value of the benefits for each year’s set of new projects would be about $64 million a
year, with each project receiving an average of $3.1 million in benefits.

Of the 20 new beneficiaries, IBO expects 40 percent would be in Queens, 30 percent in
Brooklyn, 20 percent each in Manhattan and the Bronx, and about 10 percent in Staten Island.
On average, the present value of the assistance would be roughly $6.1 million in Manhattan, $3.8
million in the Bronx, $3.0 million in Queens, $1.2 million in Brooklyn, and around $1.0 million
in Staten Island.

The total and average new benefits would vary from year to year, based on the mix of projects
being supported. For example, in 2003, the city supported 13 projects that would be covered
under Intro 251-A for a cumulative present value of $121.4 million, or about $9.3 million per
project. In 2007, the city supported 32 projects likely to be covered, with a cumulative present
value of $130.3 million, or about $4.1 million per project.

Most EDC projects in programs targeted at the manufacturing, industrial and trade sectors would
be covered by the legislation. A significant share, about 80 percent, of the projects that would
likely be covered would be manufacturing and small industry projects in Brooklyn, Queens, and
the Bronx. These projects tend to receive smaller benefit packages than those in the Commercial
Incentive Program projects that are concentrated in Manhattan, but still exceed the $100,000
threshold of cumulative benefit. The average cumulative benefit (present value) was $1.4 million
for the Industrial Incentive program, $1.1 million for the Manufacturing Facilities Bond
program, and about $400,000 for the Small Industry Incentives program, compared with $16.8
million for the Commercial Incentive program. The most common industry reported is
manufacturing, with an average of eight beneficiaries a year that would be covered by the
legislation, followed by about an average of four beneficiaries a year in wholesale trade.



Other Business Tax Assistance. The city has a variety of smaller programs that provide benefits,
often against income taxes, commercial rent tax, or utility payments, for companies relocating to
or staying within the city. One such program, the Relocation and Employment Assistance
Program (REAP) offers a $3,000 refundable credit per year (for up to five years) against business
income taxes per employee relocated. IBO estimated that the city grants REAP benefits to about
20 new companies each year and we assume that all of them would be subject to the new
legislation. It is unknown how many of the employees of such firms already earn more than the
living wage, although it seems reasonable to assume that at least some do.

Thank you again for the opportunity to testify. I would be happy to try to answer any questions
you may have.



Testimony by Andrew H. Kimball
President and CEQ, Brooklyn Navy Yard Development Corporation on
Intro 251-A

My name is Andrew Kimball. Iam President and CEO of the Brooklyn Navy Yard
Development Corporation (BNYDC), a non-profit Local Development Corporation
that manages the 300-acre Brooklyn Navy Yard Industrial Park under a long-term
contract to the City of New York. Thank you for inviting me to testify. Today I
represent not only BNYDC buf also all of our tenants who have spoken up strongly
in opposition to this legislation. Iam here to testify their behalf and answer any

questions you may have.

Thanks in large measure to the support of the Bloomberg Administration and the
City Council, under the leadership of Speaker Quinn, and with terrific local
representation from Council Members James and Levin, the Brooklyn Navy Yard has
become a national model for sustainable urban industrial revitalization. In fact, a
recent joint report by the Pratt Center and Brookings Institution highlighted the

Navy Yard's success as a model that should be replicated in other urban centers.

In recent years, public investments in basic infrastructure at the Yard have
leveraged nearly half a billion dollars in private industrial investment. Job growth
has increased throughout the recession with 2,200 more jobs today than in 2001.
Our occupancy rate has been close to 98% for nearly ten years. The Yard's current
expansion - its largest since it was the Navy’s preeminent ship building facility in
the years leading up to WWII - will add nearly 2 million square feet of space and
2,000 more jobs.

What BNYDC has done, in partnership the City, is to create the right conditions for
private sector industrial investment and job growth: modern infrastructure, zoning
certainty, and a hassle-free environment that gives our tenants the opportunity to

grow and create thousands of new jobs.



Unfortunately, if Intro 251-A were signed into law, it would have a devastatingly

negative impact on our tenants and the Navy Yard’s growth:

» Hundreds, if not thousands, of good paying jobs at the Yard that begin
somewhere between minimum wage and $10 per hour with benefits would
be lost.

* To survive the competition from employers not subject to this law our largest
manufacturers and warehouse/distribution tenants -- those with over 100
employees -- would eliminate jobs through aggressive automation, or give up
and relocate to more business-friendly locations in New Jersey, Long Island,
down South or in the Midwest, or simply close their doors and go out of
business.

« All of our tenants, even those with under $1 million in revenues, would
drown under the required 30-year compliance paperwork and be forced into
the untenable role of tracking independent vendors and monitoring their

wage scales, again driving many of them out of the Yard or out of business.

Study after study have shown that manufacturing jobs pay 25% to 30% more than
service sector jobs, are more likely to have benefits, and result in significantly
increased wages over time. In short, manufacturing plays a key role in diversifying
our City’s economy and creating stable communities. Many of the individuals that
this bill is designed to help would be most hurt by it. For instance, our Employment
Center has placed 1,000 people in jobs in the last six years, 10% of them formerly
incarcerated. Typically, these are in entry-level jobs above minimum wage, but less
than $10 per hour, with benefits with the opportunity to advance. These are the

very jobs that would be most endangered by this legislation.
It could not have been the intention of the supporters of Intro 251-A to damage
manufacturing businesses. I think we all agree that this fragile sector that relies

heavily on various forms of subsidy is critical to the City’s future.

Thank you for inviting me to testify.
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Good morning Chairperson Mealy and members of the Contracts Committee. My name
is Paul Sonn. | am legal co-director of the National Employment Law Project (NELP).
Thank you for the opportunity to share this testimony regarding int. 251-A, the Fair
Wages for New Yorkers Act.

NELP is a policy and advocacy center that works with federal, state and local leaders to
promote good jobs in the 21st century economy. We have worked extensively with
cities across the United States on living wage and minimum wage policies, including with ‘
the New York City Council on the 2002 expansion of the city’s living wage law.

In my testimony today | will address some of the main questions and arguments that
have been raised in relation to Intro. 251-A. My testimony is supplemented by two
Exhibits that provide more detail on the points covered: (A} an analysis by nine
economists and four policy experts released today detailing serious methodological
problems with the Bloomberg Administration’s wage study, the executive summary of
which was released this week; and {B} a Gotham Gazette op-ed that provides an
overview of the affirmative policy case for a living wage policy in New York.

The Preposal

What Intro. 251-A would do is very simple: it would provide that when development
projects receive substantial amounts of taxpayer-funded subsidies from New York City,
the developer would need to guarantee that the jobs created pay at least modestly
higher than the minimum wage - $10 per hour plus benefits. New York City has been
requiring a living wage for many of its contracted workers such as home health aides
since 2002, and that policy has successfully improved job conditions for more than
50,000 low-wage New Yorkers ~ the overwhelming majority of them women of color
residing in the city’s low-income, outer boroughs neighborhoods. In fact, that policy has
been so successful, that in his 2012 budget Governor Cuomo extended it to all state-
financed home care workers employed in New York City.

Intro. 251-A builds on the 2002 living wage law by extending it to economic
development projects that receive substantial amounts of taxpayer funding to create
jobs. The focus is the massive development projects that are changing the face of the
city: Yankee Stadium, Willets Point, Coney Island, Hudson Yards and the like. (While the
bill currently includes a coverage definition of projects receiving $100,000 in subsidy or
more, all the relevant players understand that to be a placeholder that would be
negotiated up to a much higher level as negotiations with the Mayor and Speaker
proceed.)

New York’s Urgent Need to Promote High Road Development

While those projects offer many benefits to the city’s economy, in terms of jobs for low-
income New Yorkers they are actually worsening one of the most serious problems



facing working New Yorkers: our city’s hour-glass labor market by bringing in employers
that pay just $8 or $9 an hour, without benefits." While job growth is starting to pick up
in this tepid recovery, in New York and nationally it is disproportionately skewed
towards low-wage industries like retail, restaurants and home health care.” As a result,
New Yorkers who lost jobs as construction laborers or mortgage processors are finding
new jobs at Target, Subway or the Visiting Nurse Service.

New York needs to grow its base of jobs that pay better than rock-bottom, and other
cities are giving us a road map for how to begin using our major subsidized economic
development project to do that. In Los Angeles, when the city subsidizes a new hotel
complex or big box shopping center, it asks the developer to recruit an anchor tenant
that will pay better wages. So rather than bringing in 2 Wal-Mart, developers work to
get a Costco or a Trader Joe’s. And rather than a hotel that pays room cleaners $8 and
no benefits, they bring in one of the unionized chains that pay decently. Contrary to the
administration’s claims that such living wage standards are poison pill that will doom
projects, Los Angeles has had no difficulty recruiting developers, nor have developer
been unable to get funding or lock in tenant businesses. (This afternoon you will have
the chance to hear more about Los Angeles from a representative of the city’s
Community Redevelopment Agency — that city’s counterpart to New York’s Economic
Development Corporation.)

Even more importantly, while the administration all but refuses to talk about it publicly,
New York under Mayor Bloomberg has actually begun using this strategy on some
projects with very positive results. Remember the redevelopment of the Greenpoint-
Williamsburg waterfront with high-rise housing? Mayor Bloomberg required the ten
developers leading those projects to guarantee that building service workers in them
would be paid decent wages of more than $20 an hour plus benefits. |s there the
slightest bit of evidence that these standards have made projects unprofitable, or
stopped deals from going forward? Or that they've led the buildings to hire fewer
janitors? None. Developments like the Northside Piers and the Edge are open today
and paying their workers decent wages.

Since Greenpoint-Williamsburg in 2005, the administration has expanded its use of
these policies on projects like Willet's Point, Coney Istand, and the Domino Sugar
Factory redevelopment. Depending on the project, these deals have included wage
standards for building service workers, hotel workers, supermarket workers and/or
construction workers. If the administration thought that these were deadly poison pills
that would doom the projects and kill jobs, it should explain why it agreed to them.
Instead, however, it is clear that they are not and that the projects are moving forward
with these sensible requirements to ensure that the taxpayer investment generates the
types of decent jobs New Yorkers need.

Intro. 251-A would build on these successes by'extending a very modest baseline wage
standard — the city’s $10 living wage for contract workers —to large subsidized



development projects. The details of a final policy will, of course, reflect further fine-
tuning and targeting as part of a negotiation process between the council and the
administration. In the A version of the bill, advocates have already made a variety of
refinements to steer clear of small businesses, non-profits and affordable housing
projects and focus back on the key problem: large subsidized development projects not
delivering the types of jobs New Yorkers need to lift their families out of poverty. In
further negotiations there would no doubt be further refinements to determine:

(1) how large projects should be in order to be covered, and (2) which sub-categories of
projects raise special considerations such that they should perhaps be exempted.

Scare Mongering and Misinformation

Unfortunately, rather than engage in a productive exploration of these policy issues, the
Bloomberg Administration and the Economic Development Corporation have launched
an aggressive campaign of scare mongering and misinformation. The administration’s
goal appears to be to frighten New Yorkers — and especially residents of the city’s low-
income neighborhoods — with predictions that a living wage policy will lead to the loss of
thousands of jobs and billions of investment dollars. But as representatives from Los
Angeles report — the city that has applied living wages to economic development on the
most significant scale — they have seen no such harmful results.

The campaign has two pieces. The first is a concerted effort to divert attention from the
real policy question of whether, as Los Angeles and San Francisco do, New York can
extend living wage standards to the city’s major development projects like Willets Point,
Hudson Yards and Coney Island. Instead, the administration has focused exclusively on
sub-categories of projects — affordable housing, manufacturing and the FRESH program
— some of which are already exempted and few if any of which are likely to be impacted
by a living wage policy. It ciaims that these important projects will be harmed by a living
wage.

Affordable Housing. The claim regarding affordable housing is baffling, since such
projects have already been exempted under the A version of the bill. Despite this, the
administration has attempted to fan fear and confusion among affordable housing
advocates. Any peripheral impacts on affordable housing that remain can readily be
addressed during final negotiation of the bill.

Manufacturing. The suggestion that a living wage policy would hurt manufacturing is
completely off-base. First, the tion’s share of manufacturing jobs pay well over the city’s
modest $10 living wage. Second, once the bill’s current placeholder subsidy threshold
of $100,000 is negotiated up, to a more plausible level, virtually all manufacturers will
fall below the coverage threshold. But third, and most importantly, fighting to preserve
manufacturing — one of the best sources of better paying jobs for working New Yorkers
— actually goes hand-in-hand with a living wage policy. Currently the city provides



relatively small amounts of support to a large number of manufacturers, and reserves
the overwhelming majority of its discretionary subsidy pool for the major projects. The
city shouid extend wage standards to the large projects, direct less taxpayer funding to
creating poverty wage jobs, and direct more funds to nurturing manufacturing. Los
Angeles, which is the national leader in both living wage policy and promoting
manufacturing, has shown that the two are complementary and key planks in a high
road development strategy.

The FRESH Program. Finally, the administration’s parade of horribles focuses on the
city’s new FRESH Program aimed at bringing more grocery stores to redlined
neighborhoods. One can debate the pros and cons of whether such stores and such
potentially marginal development projects should be covered under the living wage
(although it is worth noting that Los Angeles has, in fact, included supermarkets in
successful living wage-covered projects). But however one chooses to treat the FRESH
program in the end, it is simply not representative of the major projects that are
creating the largest numbers of low-wage jobs that have been the proposed focus of the
living wage.

A Seriously Flawed Study

The second prong of the administration’s disinformation campaign is its $1 million study
— ostensibly aimed at assessing what the impact of a New York City living wage policy for
economic development might be. Unfortunately, when the executive summary was
released this week, it revealed that, as feared, EDC’s consultants had used a
fundamentally flawed methodology,

Today a group of nine economists and four policy experts convened by the National
Employment Law Project, the Fiscal Policy Institute and Good Jobs New York released an
analysis explaining how each of the study’s two parts rests on a faulty premise that
renders the report’s findings invalid. (See Exhibit A to my testimony today.)

While the study is highly technical, the errors are actually straight-forward and readily
explained. The first portion of the study on “Real Estate Market Impacts” attempts to
assess whether a living wage standard for development projects in New York will result
in fewer projects moving forward, thereby resulting in lost jobs. However, the study
erroneously bases virtually all of its analysis on a single subsidy program, the Industrial
and Commercial Abatement Program {ICAP), whose developments — mostly small
projects in the outer boroughs — are not even covered by the proposed law. The current
draft of the bill would cover as-of-right subsidies in those very limited circumstances
when the state legislature has authorized New York City to add additional conditions —
for example, as the legislature did for the 421-a program. However, the legislature has
not authorized the City to regulate ICAP in that fashion. Neither the City Council
Counsel nor the New York City Corporation Counsel has ever taken the position that the
legislature has authorized the City to do so.



The erroneous focus on ICAP renders the study distorted and irrelevant since those
subsidies are very different from the large discretionary incentive deals that have been
the focus of the public debate. Moreover, this misplaced focus on ICAP is one of the
drivers of the study’s outlandishly large projections of jobs impacted, since ICAP applies
so broadly across the city.

While the ICAP error is bad enough to make the real estate market impact part of the
report invalid, there are, in fact, several other basic problems with the analysis. See
Appendix A, pp. 2-3. During the question and answer period, I'd be happy to walk
through these issues in greater detail.

The second portion of the EDC study is its labor market impact analysis. While EDC has
attempted to play it up as exceptionally rigorous, in reality it is, as acknowledged in the
report’s executive summary, simply an updated application of a methodology that their
senior researcher, Dr. David Neumark, developed in 2003 with Scott Adams. However,
that methodology — which purports to glean from citywide employment data the impact
of living wage laws in other cities — has been shown to be inadequate for evaluating the
impact of measures that affect such a tiny slice of local labor markets. Other witnesses
this afternoon, Dr. Stephanie Luce from the City University of New York and Dr.
Jeannette Wicks-Lim from the University of Massachusetts, can walk you through in
more detail this fundamental error on which all of the job loss projections in that section
rely. And Dr. Bill Lester from the University of North Carolina will outline his 2010 study
of business assistance living wage laws. It used a more detailed data set and similarly
found no evidence of negative employment impacts. Dr. Lester’s analysis provides a
further strong refutation of the job losses that have been estimated in the EDC study
summary — estimates that constitute the foundation of the EDC study’s simulations of
potential job market impacts of the proposed New York living wage Law.

What EDC and its researchers should have done is conduct an in-depth series of
interviews with the developers, employers and city agencies affected by those cities’
policies, as they were urged to do at the start of the study. These case studies were
repeatedly recommended to EDC's researchers as especially appropriate for close
examination. The EDC study team’s failure to examine these — or any other projects
that have actually been the subject of wage standards —is a glaring and surprising
omission.

Simply put: the EDC study is irrevocably flawed and flawed and cannot serve as a
reliable guide for public policy. Instead, it is an elaborate exercise in scare-mongering
and misinformation, dressed up as research.



Legal Issues

Finally, the administration has at various times argued that the City and/or the City
Council does not have the power to enact the proposed bill. However, we believe that
these claims are incorrect.

As an initial matter, the administration suggests that the reach of the proposed living
wage is so broad as to be tantamount to a city minimum wage — which is a type of
regulation that is not authorized for cities in New York State. The proposal would
establish conditions for discretionary development agreements that New York City orits
agents negotiate with developers. In the same way that the New York Court of Appeals
has held that New York’s living wage for city contractors is not tantamount to a
minimum wage, extending wage standards to a targeted group of discretionary
development agreements would not be preempted.

Next the City raises a variety of questions about whether the City Council may, by local
law, establish standards for major development projects that are negotiated by the
Economic Development Corporation (EDC), in light of the fact that EDC is a local
development corporation that is legally separate from the city.

Here is the way to think.about this question: There is no serious debate that EDC could
choose to impose wage standards as conditions of its development deals. In fact, as .
discussed, it has already started to do so on a limited base and no one suggests that
they are invalid. Nor does anyone suggest that EDC couldn’t move beyond setting
standards on a deal-by-deal basis and establish a living wage policy for certain
categories of appropriate projects. In fact, the development agencies of other counties
have already done so for certain categories of workers.

The next question is whether the City through its mayoral agencies could go further and
require EDC to adopt such a policy. We believe that the answer is clearly yes — by virtue
of the city’s annual contract with EDC. Under the annual contract, the City effectively
hires EDC to administer its economic development program. Under the contract, the
City funds a large portion of EDC’s staff and budget and in return imposes a wide range
of detailed accountability and performance criteria on the agency.

Under the contract, the Deputy Mayor must approve all large EDC development
projects. Moreover, in the contract itself the city has established a variety of policies
and accountability standards for EDC — a few of which are even jobs related. it seems
quite clear that the Deputy Mayor could either choose to withhold approval for projects
that do not include a living wage requirement, or could elect to include in the contract
with EDC a requirement establishing a general living wage policy for some appropriate
category of projects.



With all of that as background, the question then becomes: can the City by local law —
i.e., can the City Council — establish policy for how the Deputy Mayor approves
development projects or instruct the Deputy Mayor to include a wage policy as part of
the annual contract?

‘We believe that there are clear legislative precedents indicating that the Council can.
While authority over city contracting resides chiefly in the Mayor, there are precedents
for the Council establishing requirements or standards for city contracts —on topics
ranging from living wages to green purchasing — that mayorat agencies must follow. In
fact, the City Council has since 1993 mandated that the Mayor impose certain’
requirements on EDC — reporting requirements regarding job creation on subsidized
development projects —and has directed that he do so by including them in the city’s
annual contract with EDC.

While a full legal analysis is beyond the scope of this testimony, these points outline
what we believe is a permissible means by which the City Council can effectively
establish a wage policy for the City’s major economic development projects.

* ok 3k

To summarize, Int. 251-A would move city policy towards addressing one of the most
pressing problems facing working New Yorkers: the lack of living wage jobs for the city’s
frontline workforce. Building on successful experiences with wage standards in New
York, Los Angeles and other cities, it would ensure that major subsidized projects in New
York focus on creating the quality jobs that our communities need.

Thank you for the opportunity to speak with you today. 1 would be delighted to answer
questions that members of the council may have on my testimony or on other aspects
of Int. 251-A.



* Fiscal Policy Institute, Good Jobs New York and National Employment Law Project. “An Overview of Job
Quality and Discretionary Economic Development Subsidies in New York City (Feb., 2011), http: //www nelp.org/page/-

[Subs|d|zedEmgloyersCreateLowWageJobsRegort2011 pdf?nocdn=1.

* National Employment Law Project, “A Year of Unbalanced Growth: Industries, Wages, and the First 12
Months of Job Growth After the Great Recession, (Feb. 2011}, http://www.nelp. org/page/
/lustice/2011/UnbalancedGrowthFebh2011.pdf?nocdn=1.
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In this research brief, we provide an initial assessment of the executive summary of the New York City
Economic Development Corporation (EDC)’s living wage study, The Economic impact on New York City of
Proposed Living Wage Mandate: Key Findings, released May 9, 2011 (hereafter “the EDC "study
summary”).. The study is being conducted for EDC by Charles River Associates and a staff of consultant
economists.

We emphasize that the executive summary provided by EDC omits many details about the methodology
and data used and the basis for its conclusions, making a definitive assessment impossible at this time.
However, even the limited explanation presented in the executive summary reveals a series of fundamental
errors in methodology and analysis.

In our assessment, these errors render the study fundamentally flawed. The assessment of real estate
market impacts is based on a mischaracterization of the proposed law, and focuses on a subsidy program,
the Industrial and Commercial Abatement Program (ICAP), that the proposed law does not in fact cover.
The assessment of labor market impacts is based on a methodology developed by Dr. David Neumark that
has been demonstrated to be unreliable for evaluating the impact of living wages laws. Since these two
cections constitute the bulk of the EDC study, our current assessment, based on the executive summary, is
that the study is an inaccurate and unreliable guide for policymakers.

‘We elaborate on each of these points below.



National Employment Law Project | Fiscal Policy Institute | Good Jobs New York

2. Errors in the Real Estate Market Impact Analysis

The “Real Estate Market” section of the executive summary attempts to project the effect of a New York
City living wage policy on decisions by developers or other businesses to go forward with new projects.

However, several serious flaws in the methods used and in the analysis are evident.

First and most important, the analysis erroneously focuses on New York’s ICAP as-of-right tax abatement
program under which many small projects in the outer boroughs receive subsidies. However, this subsidy
program would not be covered by the proposed law. While the current draft of the bill would cover the
very limited number of as-of-right subsidies that the state legislature has authorized New York City to
regulate, the legislature has not authorized the City to regulate ICAP. Neither the City Council Counsel nor
the New York City Corporation Counsel has ever taken the position that the legislature has authorized the
City to do so.

As aresult of this significant mischaracterization, the modeling in the EDC study focuses on development
projects that will not be covered by the proposed law — and that differ significantly from projects that will
be covered. Instead, the EDC study should have focused on the large mixed-use development projects like
Yankee Stadium, the Bronx Gateway Mall, Willets Point, Hudson Yards and Coney Island that receive the
lion’s share of the Clty s discretionary subsidies and that constitute the core coverage of the proposed
living wage policy.” This critical misconception renders the study’s job loss simulations inaccurate. This is
because while the City’s other subsidy programs do not affect enough jobs and worksites to amount to an
appreciable share of the city’s labor market, the broad ICAP program almost certainly does. To illustrate,
while the EDC reported approximately 516 IDA/EDC pro;ects for fiscal year 2010, there are approximately
6,918 ICAP/ICIP exempt properties across New York Clty

Second, the real estate impact models are based on the assumption, from the outset, that subsidized
development projects will not go forward without those subsidies ~ an assumption that in effect pre-
determines the finding that a wage mandate would substantially alter developers’ cost/benefit analysis.
However, David Neumark’s own research {of California’s enterprise zone program) has found that
economic development subsidies “have no statistically significant effect on either employment levels or

. employment growth rates.”® That finding is consistent with conventional industry wisdom that developers
and businesses typically make expansion decisions based on other factors and then, once they have
decided to move forward, investigate what subsidies they may be eligible for. As Mayor Bloomberg himself
has opined, “any company that makes a decision as to where they are going to be based on the taxrateisa
company that won’t be around very long.”* '

Third, because of the assumptions of the study’s real estate impact model and its failure to focus on
discretionary subsidy programs, the study fails to test for the possibility that a living wage policy would
function as a tool to help the City target development resources to different types of development projects,
namely those that include “high road” tenants paying a living wage. Experience from Los Angeles suggests
that this is frequently how business assistance living wage policies function: to steer subsidy dollars
towards projects that include businesses like Costco, Trader Joe’s or umomzed hotel chains that already pay
a living wage.

Fourth and most surprisingly, the study failed to examine the most important evidence of how wage
standards affect development'projects: the actual experiences of cities like Los Angeles, San Francisco and
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New York in extending wage standards to major projects. (While New York does not currently have a living
wage policy for economic development, it has, on a project-by-project basis, extended wages standards to
various categories of workers on a range of development projects since 2005.) EDC and its rasearchers
should have conducted an in-depth series of interviews with the developers, employers and city agencies
affected by those cities’ policies, as they were urged to do at the start of the study. These case studies
were repeatedly recommended to EDC’s researchers as especially appropriate for close examination. The
EDC study team’s failure to examine these and other projects that have actually been the subject of wage
standards is a glaring omission.

Finally, we should flag that even in the executive summary, there is evidence of careless use of data that
alone should make policymakers question the study. For example, the real estate impact analysis makes
unsupported and implausible statements about the costs of monitoring and compliance, asserting that
those costs are substantial, and that they exceed the value of any financial assistance that would be
offered. Similarly, the impact analysis depends on a tremendous over-statement of retail employmentin
the outer boroughs at 560,000; but according to the NYS Labor Department, total retail employment in
New York City is a little over 300,000, with only about 160,000 in the four boroughs outside of Manhattan.

3. Errors in the Labor Market impact Analysis

The “Labor Market Impacts” section of the executive summary attempts to project the effect of a New York
City living wage policy on employment at covered economic development projects.

However, for this portion of the study, the researchers used a methodology drawn from Dr. Neumark’s past
research that has been shown to be unreliable.

specifically, the study attempts to glean from regional employment data® the Impact that business
assistance living wage laws in other major U.S. cities have had on employment levels in those cities, using a
methodology for assessing employment effects developed by David Neumark and Scott Adams in a 2003
study.® Claiming that such analysis shows reduced employment levels in other cities, the report then
simulates a corresponding reduction in employment under the New York City proposal.

However, Dr. Neumark’s methodology is fundamentally flawed. Built into it is the unsupported and
inaccurate assumption that nearly all low-wage workers — typically 80 percent or more —in the U.5. cities
with business assistance living wages that he studies are potentially covered under the wage laws. Why
does he assume this? As he explains in his 2003 study, “For workers in cities where businesses receiving
financial assistance from the city are covered, virtually any nongovernment worker potentially may work
for a company that is subject to the legislation. Therefore, we characterize ail private-sector workers as
being potentially covered.””

However, in cities that have adopted and impiemented business assistance living wage laws, typically only a
very smalt number of projects and businesses have been covered. Consider, for example, the case of Los
Angeles. Dr. Neumark’s 2003 study assumed that in Los Angeles, 90 percent of low-wage workers would be
covered by that city’s living wage law. However, a careful study of how many businesses were actually
covered by the living wage law after it passed, combined with telephone interviews with city officials in
charge of implementing the ordinance, established that less than one percent of the Los Angeles’ low-wage
workforce had actually been covered by the law.?



National Employment Law Project | Fiscal Policy Institute | Good Jobs New York

What this means is that Dr. Neumark’s methodology essentially looks for living wage effects am ong
workers who were almost entirely not covered by the provisions of the law. As a result, his model detects
other trends that are occurring in municipal and regional labor markets and wrangly attributes them to
living wage policies. In reality, when an accurate definition of living wage policy coverage is used and
applied across all cities with living wage laws, including Los Angeles, researchers find that there is no
statistically meaningful effect on overall employment in these cities.’

Other economists who have studied living wage law impacts in Boston, Los Angeles and San Francisco have
used a better methodology. Specifically, they directly surveyed affected employers and workers and
compared this affected group with a control group of those who were not affected by the measures. The
studies using this alternative methodology have not found any negative overall employment effects from
living wage policies.*

Finally, the most recent study of the impact of business assistance living wage laws, published in 2010, used
a more detailed dataset and similarly found no evidence of any negative employment impacts.** This most
analysis provides a further strong refutation of the job losses that have been estimated in the EDC study
summary.,

In short, because the EDC study uses the same inappropriate methodology as Dr. Neumark’s previous
research, it is not capable of detecting what impact, if any, business assistance living wage laws have had in
other cities — and by extension, are likely to have in New York City.

1
* &k

To summarize, the assessment of real estate market impacts in the EDC study summary focuses entirely on
a subsidy program, ICAP, that the proposed law does not in fact cover and that operates very differently
from business subsidy programs that are covered. The assessment of labor market impacts is based
entirely on a methodology that has been shown to be fundamentally flawed. As a result, the purported
findings regarding potential job losses are unsupported by defensible empirical foundations. Taken
together, it is our current assessment that these basic errors render the study invalid, and therefore
unreliable as a guide for policymakers in assessing the merits of the proposed living wage law.
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! For background on the problem of large development projects creating low-wage jobs in New York, see Fiscal Policy
Institute, Good Jobs New York and National Employment Law Project. “An Overview of Job Quality and Discretionary
Economic Development Subsidies in New York City (Feb. 2011), http://www.nelp.org/page/-
/SubsidizedEmployersCreatelowWagelobsReport2011.pdf?nocdn=1

Zsources: N.Y.C. Local Law 48 Report for FY2010; N.Y.C. Dep't of Finance website of exempt properties.

% jod Kolko and David Neumark, “Do California’s Enterprise Zones Create Jobs?” Public Policy Institute of Calif. (2009},
http://www.ppic.org/content/pubs/report/R_609JKR.pdf.

* “The Big City; An Outsider Comes Inside To Run Things.” N.Y. Times {Nov.', 2001).

5 The U.S. Census Bureau’s Current Population Survey (CPS).

® EDC study, Table 3, citing David Neumark and Scott Adams (2003). This is, presumabily, referring to their paper, “Do
Living Wage Ordinances Reduce Urban Poverty.” Journal of Human Resources, Vol. 38 {3}, pp. 490-521 {2003).

7 Neumark and Adams {2003}, p.508.

% David Fairris, David Runsten, Carolina Briones, and Jessica Goodheart. “Examining the Evidence: The Impact of the
Los Angeles Living Wage Ordinance on Workers and Businesses.” Los Angeles Alliance for a New Economy (2005);
and, Mark Brenner, Jeannette Wicks-Lim and Robert Pollin. “Detecting the Effects of Living Wage Laws: A Comment
on Neumark and Adams,” in A Measure of Fairness: The Economics of Living Wages and Minimum Wages in the
United States. Cornell University Press {2008).

? Mark 8renner, Jeannette Wicks-Lim and Robert Pollin. "Detecting the Effects of Living Wage Laws: A Comment on
Neumark and Adams,” in A Measure of Fairness: The Economics of Living Wages and Minimum Wages in the United
States. Cornell University Press (2008).

1% gee the studies by Brenner, Fairris and Reich et al. in industriaf Relations, January 2005, “Special ssue: the Impacts
of Living Wage Policies.” This issue also contains a paper by Adams and Neumark that finds quite different results
from the 2003 mode! used in the report.

i \william Lester & Ken Jacobs. “Creating Good Jobs in Our Communities: How Higher Wage Standards Affect
Economic Development and Employment.” Center for American Progress (2010),
http://www.americanprogress.org/issues/2010/11/living wage_cap.html.
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After recently scuttling a bill that would require paid sick days, the Bloomberg administration
and the business community now are training their sights on two more City Council proposals
intended to help workers. The bilis ask developers who receive major taxpayer subsidies to
guarantee that the jobs their big projects create will pay decent wages.

In its efforts to combat this initiative, the administration and its allies have raised a number of
arguments. But examination of the facts shows that the objections have no basis in reality.
Instead, New York's own experiences and those of other cities demonstrate that living-wage
policies are important tools for ensuring that development delivers the middle-class jobs that
communities -- and our economy -- need in order to recover and thrive.



The City Council Proposals

The City Council proposals would build on the city's current living-wage law, which was enacted
in 1995 and broadened in 2002. It guarantees a $10 minimum wage plus benefits or the
prevailing industry wage (whichever is higher) for certain types of service workers at companies
that operate under contracts with city agencies. The new proposals (Intro 0018 and Intro 0251)
would expand these successful local wage standards to workers employed on taxpayer-
sub31dlzed economic development projects.

Every year, the city awards many millions of dollars in tax breaks to promote growth across the
five boroughs -~ everything from the Hudson Yards project on the West Side, to the new Coney
Island in Brooklyn. While these projects are touted for the jobs they will create, security guards
and cashiers at subsidized projects often are paid just $8 or $9 per hour with no benefits.

Under the City Council proposals, when developers seek such taxpayer subsidies, they wouid
need to recruit tenants and building service contractors that will provide decently paying jobs.
Specifically, on projects where developers receive subsidies, all workers would be required to be
paid at least $10 per hour -- a very modest wage floor. And for building service workers -- for-
whom the standard wage in most large buildings in New York is more than $20 per hour --
developers would be required to match that prevailing industry wage.

Big Real Estate, Not Small Businesses

For starters, the administration says the bills would hurt small business. But the developers that
receive these subsidies are about as far from small businesses as one can get. And the businesses
they bring in as partners are typically major retail and hotel chains, not mom-and-pop shops.

In fact, small businesses generally oppose the city's policy of subsidizing big development
projects, because it gives the chain stores an unfair advantage over local mom-and-pops that
don't get tax breaks. That is why small-business groups like the Neighborhood Retail Alliance
support the City Council's living-wage and prevailing-wage bills. They argue that if these big

_projects are going to be supported with taxpayer funds, they should at least pay their workers
decently.

Developers Will Still Develop

Mayor Michael Bloomberg's other main argument is that it is unrealistic to ask developers to |
guarantee decent wages and that doing so will kill projects and jobs. That's a serious charge. But
the experiences of New York and other major cities present compelling evidence to the contrary.

Although you would never know it from the mayor's rhetoric, Bloomberg has required wage
standards on most major development projects across the city in order to win City Council
support. This started in 2005 with the redevelopment of the Brooklyn waterfront in Williamsburg
and Greenpoint. Bioomberg, then-City Council Speaker Gifford Miller and developers signed an
agreement to pay decent wages to the janitors and security guards who would eventually be
employed in the buildings there. Far from killing any projects or jobs, the developers eagerly
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moved forward with new luxury high-rises up and down the waterfront. Today, buildings like the
Toll Brothers' Northside Piers complex in Williamsburg operate profitably, while paying their
janitors solid, middle-class wages.

Since 2005, the city has gone on to use similar standards on other major projects, such as the
Willets Point, Coney Island and Domino Sugar factory redevelopments. There is no evidence
that the wage guarantees have hurt the city's ability to recruit developers, or developers' ability to
get financing or attract tenants for théir projects.

But while New York has begun to make progress, it still must play catch-up to other cities in
what it expects from businesses that benefit from taxpayers' largesse. Los Angeles, under Mayor
Antonio Villaraigosa, has been the national leader in making the creation of living-wage jobs a
top priority. No major subsidized development project there goes forward without a living-wage
standard -- not just for building service workers, but employees in all low-wage jobs that may be
generated. Projects ranging from the Staples Center/L.A. Live sports-and-entertainment district
and the Kodak Theater (host to the Academy Awards), to hotel and retail development projects
have been built using living-wage standards.

Les Angeles' economic development agency has found that these standards have not prevented
developers from balancing project budgets, getting financing, and finding anchor tenants. The
employers that the city has partnered with on these projects include major hotel chains like
Marriott, Ritz and the W; food-service contractors like HMS Host and Aramark; and retailers
like Trader Joe's and Costco.

San Francisco, under Mayor Gavin Newsom, has used the same strategy with equal success. For
example, the massive redevelopment of the city's Hunters Point Shipvard and Candlestick Point
section announced this summer (which will include 635,000 square feet of retail, 2.6 million
square feet of office and research space, 10,000 residential units, and a football stadium) will
require living wages for all jobs in the project area. The Lennar Corp., the nation's second-largest
homebuilder, eagerly sought city approval for the project. The city's living wage was so
uncontroversial that there was virtually no méntion of it during the public debate over the
project.

Stalling With a Study

In an effort to delay action on the proposed bills, the Bloomberg administration has
conunissioned a million-dollar study of the impact that living-wage laws have had across the
nation. The administration hired the nation's leading anti-minimum wage economist, David
Neumark from the University of California at Irvine, to conduct the analysis. Neumark, who is
affiliated with the Employment Policies Institute -- a lobbying group for low-wage employers
seeking to keep wages low -- has staked out an exireme and controversial position on wage
standards. He opposed even the modest increase in the federal minimum wage to $7.25.

Worse still, his research on living-wage policies has been exposed as fatally flawed. Rather than
gather actual data on workers and businesses covered by living-wage policies, Neumark attempts
to tease out the impact of such measures from general citywide employment data. However, as



more careful economists have pointed out, in most of the cities that have adopted living-wage
laws, the policy affects only a very small number of workers. And it simply is not possible to
discern the impact -- whether positive or negative -- on such a tiny sliver of the labor market
from general data.

Benefits of Living Wages

Last month, the Center for American Progress released an important new national study of
living-wage laws that definitively debunked Neumark's findings. It puts to rest the real estate
lobby's claims that living-wage policies have impeded job growth by creating an "anti-
development" business climate. And it lends support to the large body of careful rescarch over
the past decade that has examined actual living-wage policies on the ground -- and documented
substantial benefits, not just for workers but also for employers.

For example, in a case study of San Francisco International Airport, University of California
economists found the living-wage policy there raised pay by an average of 22 percent for
workers such as security screeners, cashiers and restaurant servers. At the same time, airport
employers saw annual turnover for security screeners plumimet from 94.7 percent to 18.7 percent,
resulting in annual savings of $4,275 per employee in recruitment costs. Employers also reported
improvements in employee performance, employee morale, and customer service.

Rebuilding the City’s Middle Class and Economy

Bloomberg has begun promoting New York's record of job growth as a model for the nation. But
that job growth has produced an hourglass economy, with high-paying finance jobs at the top,
low-wage service jobs at the bottom, and less and less for the city's eroding middle class.

Los Angeles has provided a road map for a pro-growth development strategy that expands the
tax base and brings in new employers, while improving wages for hotel, retail, and service
workers. New York needs to learn from this approach.

Producing more middle-class jobs is vital, not only for New York’s working families, but also
for its economy. Because consumer demand powers our economy, a thriving middle class that
can afford to spend money at local businesses is essential for sustaining growth. New York's
recovery strategy must therefore include initiatives for rebuilding a base of good jobs at good
wages for the workers who make the city run. The City Council’s living-wage and prevailing-
wage proposals are a good place to start.

Paul K. Sonn is legal co-director of the National Employment Law Project.
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Good afternoon. Thanks for inviting me here today. Iam currently an
assistant professor at the University of North Carolina, Chapel Hill where I teach
quantitative methods in the economic development track.

Having studied the living wage for the past four years, I've realized how
critical such laws are for workers and their families. However, having worked
professionally in the field of economic development, I also understand the
challenges that urban leaders face to redevelop vacant land and provide quality
job opportunities. That is why research on the impact of living wage laws on
urban economic development is so important. We need to look at a variety of
data sources, gather opinions from a broad spectrum of experts, and test every
practical hypothesis.

Thus my main goal in coming here today is to share with the results a
report I co-authored last November with Ken Jacobs called “Creating Good Jobs
in Qur Community: Flow Higher Wage Standards Affect Economic Development
and Employment”.

We looked specifically at the impact that “business assistance” living
wage laws have on both local employment levels and the “business climate” of
the cities that pass them. Our report is one of the few existing studies that
provide direct evidence on this issue. Living wage opponents argue that such
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laws prevent businesses from creating jobs and thus help only a narrow set of
workers at the expense of employing more workers overall. Some business
leaders and developers also claim that adding labor standards to economic
development projects will scare away potential investors by sending an “anti-
business” signal.

But, our report examines all these claims and finds that economic
development wage standards have no negative effect on citywide employment
levels, either directly or indirectly. Furthermore, our analysis shows that living
wage laws are not associated with reductions in the number of establishments
that exist in the industry sectors most likely to be impacted.

Our methodology has two features that make significant improvements
over previous studies.

First, we made sure to only included cases where there was at least some
evidence that the law had been enforced. Thus, we carefully selected 15 cities
that have effectively implemented business assistance living wage laws and
compared them to 16 control cities in which advocates lodged unsuccessful
campaigns to pass such ordinances.

Second, we used a unique dataset that tracks employment at nearly all
businesses establishments in the US on an annual basis from 1990-2008. We use
this database, which can provide employment totals at the city, rather than
metropolitan level to measure living wage impacts before and after passage.

We measured living wage impacts on overall city employment and
establishment levels and found estimates very close to zero; meaning there is no
evidence of a negative impact. However, we also developed similar models for
14 different industry categories that are most likely to be directly or indirectly
impacted by the living wage. These include retail, low-wage services,
restaurants, back-office service work and others. This refined analysis allowed
us to test for all potential negative impacts, finding none.

I believe that our study is the most methodologically sound, quantitative
study conducted to date. Overall, our key point estimates are very close to zero
and are measured with enough statistical precision to cast doubt on claims—such
as those in the CRA study—that wage standards kill jobs or create a negative
business climate.

Thank you very much. Ilook forward to your questions.
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Good afternoon. I would like to thank Speaker Christine Quinn, Chair Darlene
Mealy and the members of the committee for convening this very important
hearing on the Fair Wages for New Yorkers Act. Iam Stuart Appelbaum,
President of the Retail, Wholesale and Department Store Union, UFCW, Among
our membership in the United States and Canada, the RWDSU represents 45,000
men and women who work in retail, grocery and drug stores in all five boroughs
of New York City.

The RWDSU is committed to building the middle class in New York. We believe
that job creation must focus on not just the number of jobs created, but also on
the kinds of jobs created. We must ask ourselves: Will the jobs created help lift
our workers out of poverty and allow them to raise their families? Will the jobs
created give them the dignity and respect they deserve in the workplace? Will
the jobs created make their community a better place to live?

The New York City Council led the nation in passing the original living wage
law in 2002. But we have fallen behind. Dozens of municipalities - from Los
Angeles and San Francisco to Pittsburgh -- have enacted living wage policies that
go beyond what New York City passed and it is time that we catch up.

Retail and other low wage workers are hurting and instead of embracing ways to
bring those workers out of poverty and into the middle class, this administration
wasted one million dollars to fund a study to further their own agenda. The
Gothamist put it best with its headline: “Living Wage Study Ordered by
Bloomberg Agrees with Bloomberg.”

30 E. 29th Street, New York, NY 10016 * 212-684-5300 * fax 212-779-2809 * www.rwdsu.org
Affiliated with United Food and Commercial Workers



We all knew exactly what the conclusions of that study were going to be because
the conclusions were determined before the so-called study was conducted.

If you look back at all the fights over minimum wage increases, at either the
federal or state level, businesses have always said it will cost jobs. But
experience shows us that those predictions just aren’t true. Raising the minimum
wage in New York State in 2004 didn’t cost jobs. The wage ordinance in Los
Angeles hasn’t deterred development or cost jobs there. And it won’t happen
here in New York City.

What is often missing from these studies is an examination of the benefits of
increasing wages. Benefits to the workers, to the communities, to the businesses
and to the City. Workers are able to increase their standard of living.
Communities become more stable. Businesses find workers with improved
morale and less turnover along with consumers with more purchasing power.
The City has fewer workers utilizing public assistance programs.

The Fair Wages for New Yorkers Act puts into place a much needed citywide
policy that would give developers who receive city provided, taxpayer dollar
funded subsidies uniform rules, instead of ad-hoc, disruptive, project by project
negotiations. Some communities have been able to rise up against the powerful
developers and gotten wage policies on projects happening in their area - like
those in Greenpoint-Williamsburg, Brooklyn or Willets Point, Queens. But the
creation of good jobs should not be dependent upon the political skills of the
residents. Or the political will of their elected representatives. A citywide policy
would give both communities and developers a rational, consistent framework
for job creation in the city.

The gap between rich and poor in New York City is at its most pronounced.

Wall Street is bouncing back from the recession of the last few years, but middle
class and low wage workers are not. The best way to combat the increasing
numbers of working poor is for the city to support policies that will increase the
wages of workers. And the Fair Wages for New Yorkers Act will do just that. It
seeks to guarantee that economic development policies consider the needs of
workers as well as businesses and helps raise workers from poverty wage jobs.

The RWDSU urges you to pass this important piece of legislation.
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In this research brief, we provide an initial assessment of the executive summary of the New York City
Economic Development Corporation (EDC)’s living wage study, The Economic impact on New York City of
Proposed Living Wage Mandate: Key Findings, released May 9, 2011 (hereafter “the EDC "study
summary”). The study is being conducted for EDC by Charles River Associates and a staff of consultant
economists.

We emphasize that the executive summary provided by EDC omits many details about the methodology
and data used and the basis for its conclusions, making a definitive assessment impossible at this time.
However, even the limited explanation presented in the executive summary reveals a series of fundamental
errors in methodology and analysis.

In our assessment, these errors render the study fundamentally flawed. The assessment of real estate
market impacts is based on a mischaracterization of the proposed law, and focuses on a subsidy program,
the Industrial and Commercial Abatement Program {ICAP), that the proposed law does not in fact cover:
The assessment of |Jabor market impacts is based on a methodology developed by Dr. David Neumark that
has been demonstrated to be unreliable for evaluating the impact of living wages laws. Since these two
sections constitute the bulk of the EDC study, our current assessment, based on the executive summary, is
that the study is an inaccurate and unreliable guide for policymakers.

Woe elaborate on each of these points below.
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2. Frrors in the Real Estate Market Impact Analysis

The “Real Estate Market” section of the executive summary attempts to project the effect of a New York
City living wage policy on decisions by developers or other businesses to go forward with new projects.

However, several serious flaws in the methods used and in the analysis are evident.

First and most important, the analysis erroneously focuses on New York’s ICAP as-of-right tax abatement
program under which many small projects in the outer boroughs receive subsidies. However, this subsidy
program would not be covered by the proposed law. While the current draft of the bill would cover the
very limited number of as-of-right subsidies that the state legislature has authorized New York City to
regulate, the legislature has not authorized the City to regulate ICAP. Neither the City Council Counsel nor
the New York City Corporation Counsel has ever taken the position that the legislature has authorized the
City to do so.

As a result of this significant mischaracterization, the modeling in the EDC study focuses on development
projects that will not be covered by the proposed law —and that differ significantly from projects that will
be covered. Instead, the EDC study should have focused on the large mixed-use development projects like
Yankee Stadium, the Bronx Gateway Mall, Willets Point, Hudson Yards and Coney Island that receive the
lion’s share of the City’s discretionary subsidies and that constitute the core coverage of the proposed
living wage policy." This critical misconception renders the study’s job loss simulations inaccurate. This is
because while the City's other subsidy programs do not affect enough jobs and worksites to amount to an
appreciable share of the city’s labor market, the broad ICAP program almost certainly does. To illustrate,
while the EDC reported approximately 516 IDA/EDC projects for fiscal year 2010, there are approximately
6,918 ICAP/ICIP exempt properties across New York City.?

Second, the real estate impact models are based on the assumption, from the outset, that subsidized
development projects will not go forward without those subsidies — an assumption that in effect pre-
determines the finding that a wage mandate would substantially alter developers’ cost/benefit analysis.
However, David Neumark’s own research (of California’s enterprise zone program) has found that
economic development subsidies “have no statistically significant effect on either employment levels or
employment growth rates.”® That finding is consistent with conventional industry wisdom that developers
and businesses typically make expansion decisions based on other factors and then, once they have
decided to move forward, investigate what subsidies they may be eligible for. As Mayor Bloomberg himself
has opined, “any company that makes a decision as to where they are going to be based on the tax rate is a
company that won’t be around very long.”’

Third, because of the assumptions of the study’s real estate impact model and its failure to focus on
discretionary subsidy programs, the study fails to test for the possibility that a living wage policy would
function as a tool to help the City target development resources to different types of development projects,
namely those that include “high road” tenants paying a living wage. Experience from Los Angeles suggests
that this is frequently how business assistance living wage policies function: to steer subsidy dollars
towards projects that include businesses like Costco, Trader Joe’s or unionized hotel chains that already pay
a living wage.

Fourth and most surprisingly, the study failed to examine the most important evidence of how wage
standards affect development projects: the actual experiences of cities like Los Angeles, San Francisco and

2
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New York in extending wage standards to major projects. (While New York does not currently have a living
wage policy for economic development, it has, on a project-by-project basis, extended wages standards to
various categories of workers on a range of development projects since 2005.) EDC and its researchers
should have conducted an in-depth series of interviews with the developers, employers and city agencies
affected by those cities’ policies, as they were urged to do at the start of the study. These case studies
were repeatedly recommended to EDC's researchers as especially appropriate for close examination. The
EDC study team’s failure to examine these and other projects that have actually been the subject of wage
standards is a glaring omission.

Finally, we should flag that even in the executive summary, there is evidence of careless use of data that
alone should make policymakers question the study. For example, the real estate impact analysis makes
unsupported and implausible statements about the costs of monitoring and compliance, asserting that
those costs are substantial, and that they exceed the value of any financial assistance that would be
offered. Similarly, the impact analysis depends on a tremendous over-statement of retail employment in
the outer boroughs at 560,000; but according to the NYS Labor Department, total retail employment in
New York City is a little over 300,600, with only about 160,000 in the four boroughs outside of Manhattan.

3. Errorsin the Labor Market Impact Analysis

The “Labor Market Impacts” section of the executive summary attempts to project the effect of a New York
City living wage policy on employment at covered ecaonomic development projects.

However, for this portion of the study, the researchers used a methodology drawn from Dr. Neumark’s past
research that has been shown to be unreliable.

Specifically, the study attempts to glean from regional employment data’ the impact that business
assistance living wage laws in other major U.S. cities have had on employment levels in those cities, using a
methodology for assessing employment effects developed by David Neumark and Scott Adams in a 2003
study.® Claiming that such analysis shows reduced employment levels in other cities, the report then
simulates a corresponding reduction in employment under the New York City proposal.

However, Dr. Neumark's methodology is fundamentally flawed. Built into it is the unsupported and
inaccurate assumption that nearly all low-wage workers — typically 80 percent or more —in the U.S. cities
with business assistance living wages that he studies are potentially covered under the wage laws. Why
does he assume this? As he explains in his 2003 study, “For workers in cities where businesses receiving
financial assistance from the city are covered, virtually any nongovernment worker potentially may work
for a company that is subject to the legislation. Therefore, we characterize all private-sector workers as
being potentially covered.”’

However, in cities that have adopted and implemented business assistance living wage laws, typically only a
very small number of projects and businesses have been covered. Consider, for example, the case of Los
Angeles. Dr. Neumark’s 2003 study assumed that in Los Angeles, 90 percent of low-wage workers would be
covered by that city’s living wage law. However, a careful study of how many businesses were actually
covered by the living wage law after it passed, combined with telephone interviews with city officials in
charge of implementing the ordinance, established that less than one percent of the Los Angeles’ low-wage
workforce had actually been covered by the law.®
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What this means is that Dr. Neumark’s methodology essentially looks for living wage effects among
workers who were almost entirely not covered by the provisions of the law. As a result, his model detects
other trends that are occurring In municipal and regional labor markets and wrongly attributes them to
living wage policies. In reality, when an accurate definition of living wage policy coverage is used and
applied across all cities with living wage laws, including Los Angeles, researchers find that thereis no
statistically meaningful effect on overali employment in these cities.”

Other economists who have studied living wage law impacts in Boston, Los Angeles and San Francisco have
used a better methodology. Specifically, they directly surveyed affected employers and workers and
compared this affected group with a control group of those who were not affected by the measures. The
studies using this alternative methodology have not found any negative overall employment effects from
living wage policies.*

Finally, the most recent study of the impact of business assistance living wage laws, published in 2010, used
a more detailed dataset and similarly found no evidence of any negative employment impacts.** This most
analysis provides a further strong refutation of the job losses that have been estimated in the EDC study
summary.

In short, because the EDC study uses the same inappropriate methodology as Dr. Neumark's previous
research, it is not capable of detecting what impact, if any, business assistance living wage laws have had in
other cities — and by extension, are likely to have in New York City.

L T

To summarize, the assessment of real estate market impacts in the EDC study summary focuses entirely on
a subsidy program, ICAP, that the proposed law does not in fact cover and that operates very differently
from business subsidy programs that are covered. The assessment of |Jabor market impacts is based
entirely on a methodology that has been shown to be fundamentally flawed. As a result, the purported
findings regarding potential job losses are unsupported by defensible empirical foundations. Taken
together, it is our current assessment that these basic errors render the study invalid, and therefore
unreliable as a guide for policymakers in assessing the merits of the proposed living wage law.
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! For background on the problem of large development projects creating low-wage jobs in New York, see Fiscal Policy
Institute, Good Jobs New York and National Employment Law Project. “An Overview of Job Quality and Discretionary
Economic Development Subsidies in New York City {Feb. 2011}, http://www.nelp.org/page/-
/SubsidizedEmployersCreateLowWagelobsReport2011.pdf?nocdn=1

ZSources: N.Y.C. Local Law 48 Report for FY2010; N.Y.C. Dep’t of Finance website of exempt properties.

® Jed Kolko and David Neumark, “Do California’s Enterprise Zones Create Johs?” Public Policy Institute of Calif. {2009},
http://www.ppic.org/content/pubs/report/R_609JKR.pdf.

*“The Big City;-An Outsider Comes Inside Te Run Things.” N.Y. Times {Nov. 8, 2001).

> The U.S. Census Bureau’s Current Population Survey (CPS).

*EDC study, Table 3, citing David Neurnark and Scott Adams {2003). This is, presumably, referring to their paper, “Do
Living Wage Ordinances Reduce Urban Poverty.” Journa! of Human Resources, Vol. 38 (3}, pp. 490-521 (2003).

7 Neumark and Adams (2003}, p.508.

8 David Fairris, David Runsten, Carolina Briones, and Jessica Goodheart. “Examining the Evidence: The Impact of the
Los Angeles Living Wage Ordinance on Workers and Businesses.” Los Angeles Alliance for a New Economy (2005);
and, Mark Brenner, Jeannette Wicks-Lim and Robert Pollin. “Detecting the Effects of Living Wage Laws: A Comment
on Neumark and Adams,” in A Measure of Fairness: The Economics of Living Wages and Minimum Wages in the
United States. Cornell University Press (2008).

? Mark Brenner, leannette Wicks-Lim and Robert Pollin. “Detecting the Effects of Living Wage Laws: A Comment on
Neumark and Adams,” in A Measure of Fairness: The Econamics of Living Wages and Minimum Wages in the United
States. Cornelt University Press {2008).

Y 5ee the studies by Brenner, Fairris and Reich et al. in Industrial Relations, January 2005, “Special issue: the Impacts
of Living Wage Policies.” This issue also contains a paper by Adams and Neumark that finds quite different results
from the 2003 model used in the report.

* William Lester & Ken Jacobs. “Creating Good Jobs in Our Communities: How Higher Wage Standards Affect
Economic Development and Employment.” Center for American Progress (2010},
http://www.americanprogress.org/fissues/2010/11/living_wage_cap.html.
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Executive summary

From sports arenas to high-tech manufacturing zones and from commercial
office buildings to big-box retail, local governments spend billions of dollars
every year to entice private businesses to invest in their communities and create
jobs. Yet these public funds often help create jobs that pay poverty-level wages

with no basic benefits.

Cities across the country are working to gain greater control over these proj-

ects and help create quality jobs by attaching wage standards to their economic
development subsidies. Communities are linking labor standards to public
development projects in various ways, including community benefits agreements
and prevailing wage laws. But the most common and comprehensive policies are
business assistance living wage laws, which require businesses receiving public
subsidies to pay workers wages above the poverty level.

‘These economic development wage standards have successfully raised pay for cov-
ered workers, Yet opponents of these standards argue that such laws prevent busi-
nesses from creating jobs and thus help some workers at the expense of employing
more workers. Some business leaders and developers also claim that adding labor
standards to economic development projects will scare away potential investors
by sending an “antibusiness” signal.

This report examines these claims and finds that economic development wage
standards have no negative effect on citywide employment levels. This casts
serious doubt on arguments that standards dampen municipalities’ ability to use
subsidies to attract new businesses or create negative business climates where all

firms avoid investment.

The study finds that the 15 cities effectively implementing business assistance
living wage laws—Ann Arbor, Berkeley, Cambridge, Cleveland, Duluth, Hartford,
Los Angeles, Minneapolis, Oakland, Philadelphia, Richmond, San Antonio, San
Francisco, San Jose, and Santa Fe—had the same levels of employment growth

Executive summary | www.americanprogressaction.org 1



overall as a comparable group of control cities. The study also finds that these laws
do not harm low-wage workers. Employment in the low-wage industries most
likely affected by the living wage laws was unaffected by the change.

The study is the most methodologically sound, quantitative study conducted to
date on business assistance wage standards. It uses the best available data that
tracks employment by establishment and establishment movements over time

in order to make accurate accounts of employment change at the city level. The
study carefully selects cities that have effectively implemented business assistance
living wage laws and ensures a controlled comparison that minimizes the effects of
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unobservable variables by comparing 15 living wage cities to 16 cities with similar
attributes where advocates lodged unsuccessful campaigns to pass such ordinances.

This study provides a strong test of the economic impact of wage standards
because business assistance living wage laws are the type of economic develop-
ment wage standard likely to have the most widespread effect on employment.
Other types of economic development wage standards, such as community
benefits agreements and prevailing wage laws, either affect far fewer projects or
are more closely tied to market wages, and are thus are even less likely to have any
effect on employment.

This report—like the groundbreaking studies that established that minimum
wage laws do not kill jobs as opponents maintained—brings academically sound,
empirical research to bear on a debate thatfor too long has been relatively unin-
formed by quality, comparative evidence on the laws’ actual effects.

The evidence demonstrates that raising job standards does not reduce the number
of jobs in a city. This means that job growth does not have to come at the expense
of job quality. Local government leaders can therefore ensure that taxpayer dollars
do not subsidize poverty wages by supporting economic development wage stan-
dards and feel confident that their local business climate will not be affected.

Executive summary | www.americanprogressaction.org 3



Introduction

State and local leaders enact a wide variety of economic development policies to
encourage private businesses to locate, invest, and ultimately create jobs for local
residents. This business attraction model is exemplified by policies—such as
direct subsidies, tax exemptions, and targeted infrastructure improvements-—that
allocate public funds to private businesses or developers. Conservative estimates
indicate that state and local governments spend more than $50 billion every year
on this type of activity.' The logic behind such policies stems from the idea that
businesses are relatively mobile and may choose to relocate or expand in low-cost
areas. Yet these publicly funded projects have sometimes resulted in jobs that pay
low wages and provide no benefits.

Stark increases in overall labor market inequality have led some policymakers
and labor advocates to challenge the dominant business attraction strategy. Data
from the past two decades suggests there is a fractured link between employment
growth and raising local citizens’ overall well-being. Many now view chasing jobs
at all costs to be a questionable policy.

Even during the job-rich growth of the 1990s a significant portion of new jobs
paid low wages and typically lacked benefits and career ladders. This trend con-
tinued in the 2000s and has led to falling real wages for most workers, increases in
working poverty, and rising income inequality. Average wage growth for the bot-
tom 80 pefcent of workers grew by only 0.6 percent between 2001 and 2007 while
wages for those in the top quintile rose by 5.3 percent.”

Labor advocates, religious and community leaders, and elected officials have
pushed for and passed local wage standard ordinances to address the problem

of declining job quality. The push to link labor standards to public development
projects has occurred through various forms, including community benefits agree-

ments as well as prevailing wage and living wage laws.

4 Center for American Progress Action Fund | Creating Good Jobs in Our Communities



A community benefits agreement is a project-based contract signed by community
groups and a developer that requires the employers participating in the project to
adhere to a negotiated set of wage standards and provide specific amenities on a
particular project. CBAs are a growing phenomenon but so far have only affected
a relatively small number of completed projects.

Prevailing wage laws require that covered businesses pay their employees wages at

or above the typical wages in a certain industry, and thus not undercut the existing
market wage structure. Prevailing wage laws have been used frequently on govern-

ment contracts but only very recently have begun to be applied to a broad range of
jobs created by government-supported economic development.

The most common and comprehensive economic development wage standards
are business assistance living wage laws, which require businesses participating in
projects receiving public subsidies to pay workers wages above the poverty level.

The living wage movement began in Baltimore in 1994 and more than 140 local
jurisdictions now have some form ofliving wage law. The movement originally
focused on ensuring that government contractors did not pay poverty wages but
evolved into a broader set of urban policies that presented a clear alternative to
the business attraction model of economic development. Living wage advocates
in some cities have extended the basic form of living wage law to firms that receive
public dollars through economic development subsidies.

These “business assistance” living wage laws directly challenge the logic of local
economic development policies by placing additional requirements on firms that
engage in development agreements with the public sector. Some business leaders
and politicians have criticized wage standards for raising the cost of doing business.
These opponents claim that raising wages would lead to job losses since employ-

ers would walk away from development deals. They also often identify economic
development wage standards as an “antibusiness” signal to other firms who may not
receive local subsidies but would nonetheless choose not to locate in the city.?

‘What is certain is that economic development wage standards in Jarge U.S. cities
continue to be highly controversial. The debate over Chicago’s proposed “big-
box” living wage law in 2006, for example, drew national media attention and
resulted in Mayor Richard M. Daley’s first-ever veto. New York City is currently
debating whether to adopt a citywide economic development wage standard and
Pittsburgh recently extended a prevailing wage law to cover workers at firms that
receive financial assistance. The current debates are critical at this time, not only

introduction | www.americanprogressaction.org 5



because several major cities are considering business assistance living wage laws
but also because the current economic crisis—with its near double-digit unem-
ployment—increases the pressure on elected officials to increase the number of

jobs, regardless of their quality.*

Given the public’s desire for both creating jobs and raising the quality of jobs,
this report assesses the question of whether or not business assistance living
wage laws reduce jobs and economic development activity in the cities that
choose to pass them.

We examine business assistance living wage laws because they are the most wide-
spread form of economic development wage standards, which means they provide a
large enough sample of cities and affected employers to allow for rigorous quantita-
tive analysis. They also allow for more consistent comparison across cities than com-
munity benefits agreements, which tend to be unique to each deal. And living wages
have been subject to previous academic study, providing a useful basis of comparison.

This study provides a hard test of the economic impact of wage standards
because business assistance living wage laws are the type of economic develop-
ment wage standard likely to have the most widespread effect on employment.
Other types of economic development wage standards; such as community
benefits agreements and prevailing wage laws, either affect far fewer projects or
are more closely tied to market wages and are thus likely to have less influence

on employment or business climate.

This study uses a unique, private-sector database that contains an extensive time
series of observations from 1990 to 2008 to make detailed before and after caleu-
lations of how living wage laws change employment and total business establish-
ments at the city level. We estimate these changes among a set of 31 large and
economically diverse urban jurisdictions by comparing outcomes in cities that
have passed (and enforce) business assistance provisions to those that atternpted,
but failed to pass such provisions. This research design—adopted by other living
wage researchers and used widely in labor economics and policy analysis—has
the benefit of controlling for underlying institutional and structural differences
between cities with and without business assistance living wage laws that have
the potential to confound results.

‘The study considers the broad set of industries and firm types most likely to be
covered by business assistance living wage laws and finds no evidence that such

laws reduce employment or business growth over the short or long term.
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How business assistance living
wage standards may affect urban
economic development

Many living wage proponents argue that business assistance clauses will not
cause significant job losses. Research indicates that higher minimum and living
wages lead to efficiency gains for firms through reduced turnover.® Increasing
wages for the lowest-paid workers also stimulates local economies, as low-
income households typically spend more of their dollars locally.

In addition, some researchers point out that business assistance living wage laws
typically apply to only a small number of firms that receive direct subsidies, and
only a fraction of these firms employ workers below the mandated wage. Business
assistance laws function from this perspective as a lower bound that serves to
prevent localities from subsidizing low-wage jobs, but don’t represent a drastic
reshaping of existing local labor practices and thus could not have a significant
effect on employment. -

Living wage opponents suggest, on the other hand, that these laws could “kill
deals.” If local governments force subsidized businesses to increase wages above
the level usually offered, these firms will choose not to enter into development
agreements, leading to the loss of all the jobs, not just the low-wage positions.
Another argument is that, even if deals do move forward, employers would cut
back on staffing levels or substitute toward higher-wage, higﬁer-ski]led labor,
resulting in fewer people employed. Still another argument is that these laws
create a poor business climate, Opponents predict fewer jobs created overall if

government enacts business assistance PI'OV']..S]'.OILS.

These competing interpretations and multiple paths of causation make it
important to distinguish the myriad ways that business assistance living wage
laws could affect urban economies. We divide such potential effects into three

. groups—-direct, direct spillover, and indirect effects—each of which may have
one or more potential consequences.
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Direct effects

Wage standards directly affect a narrow set of establishments that participate in
subsidized development projects and operate businesses that hire a significant
number of low-wage workers. Examples of “directly affected” businesses include
retailers or food service operators that are part of a larger, publicly subsidized
urban redevelopment project that is subject to the living wage requirement—such
as Los Angeles’s Staples Center sports arena development. Workers at low-wage
assembly plants or back-office protessing centers that are often targets forlocal
economic development incentives may also receive direct wage increases asa
result of the law.® Measuring only these direct consequences is nearly impossible
through quantitative analysis because of the limited number of deals affected by
such laws and the type of data available. '

Direct spiliover effects

Other low-wage employers may experience changes from higher wage rates through
a direct spillover effect.” Such direct spillover effects accrue if the mandated wage
increases at covered firms result in an overall increase in wage standards in the local
economy that forces other low-wage employers to raise wages as a competitive
response.? The textbook, neoclassical economic viewpoint explains that this increase
in wages would result in a reduced labor demand. This is the same theoretical inter-
pretation that some researchers apply to the minimum wage debates.

Indirect effects

Living wage laws may also indirectly affect the overall level of economic devel-
opment activity in a city. The passage of business assistance provisions may
send a strong antibusiness signal to employers seeking to locate in the enacting
city or existing businesses considering local expansion. Some researchers argue
that the indirect effect of living wage laws—particularly business assistance
provisions since they theoretically could affect a much broader set of firms than
contractor-only laws—may actually outweigh any observable direct effect on
the local business climate.” Even firms that may not seek economic development
subsidies, but nonetheless hire a significant portion of low-wage workers, may
view a strong living wage law as a proxy for broader political shifts at the local
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scale toward a more pro-labor stance and therefore reduce their investments in
the local jurisdiction.

Business assistance provisions may also shift the practice of economic develop-
ment policymaking itself and thereby reduce aggregate employment levels. If
business assistance clauses are effective in acting as a minimum standard, or
floor, for the type of job quality expected from economic development incentive
projects, then city officials may shift their business attraction strategy away from
industries that provide a larger number of lower-paid positions to sectors that
pay higher wages such as manufacturing, research and development, or biotech-
nology. The number of economic development “deals” may decline because the
chances oflanding such high-value targets are lower, and higher wage industries
may require fewer workers due to high productivity, Labor advocates who oppose
public subsidies for low-wage industries may laud these indirect effects but policy
changes may end up reducing the total number of jobs created through economic

development programs.
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Previous studies on
wage standards

The empirical literature on how living wage ordinances affect employment pri-
marily focuses on detecting the direct and direct spillover effects and only rarely
distinguishes whether the laws explicitly apply to business assistance provisions.
Two types of studies characterize this literature: individual case studies of single
cities before and after passage of a given law-—which tend to find no employ-
ment effect—and quantitative studies from a group of living wage and nonliving
wage cities over a period of time—which tend to find significant negative conse-
quences. The living wage literature mirrors the tension between case studies and
panel studies in the broader economics literature on federal and state minimum
wage changes.' l

One of the eatliest detailed case studies on Baltimore’s landmark 1994 contrac-
tor-only living wage law found that the living wage did not significantly increase
contract costs and that employment remained the same at covered firms." Yet
this study did not compare employment changes at covered firms to a control
group. Researchers in a study of Los Angeles conducted two independent sur-
veys of firms and workers that were covered and uncovered by the city’s ordi-
nance that applied to city contractors.!? The study found that wages in covered
firms increased while turnover and absenteeism dropped relative to the control
group, and there was no significant difference in employment levels.” Another
case study showed that San Francisco’s living wage law that applied to workers at
the SFO International Airport resulted in direct wage increases for nearly 10,000
workers but had no discernable effect on employment.*

These empirical case studies do not focus explicitly on business assistance provi-
sions but they provide valuable insights into the laws’ potential effects. And
studies of city-level minimum wage provisions provide a further sense of the likely
impact of living wage laws that extend beyond city contractors. Minimum wage
ordinances cover all private-sector establishments, not just those that receive
financial aid from the city. A study of Santa Fe’s minimum wage law in 2003 found
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only marginal cost increases for businesses and no significant

effect on employment.”® In San Francisco and Alameda County, Summary of previous living
researchers surveyed restaurants before and after San Francisco’s wage studies

citywide minimum wage took effect in 2004." They found a

significant wage increase, a reduction in labor turnover, and no individual case studies: This research has
negative affect on employment. found no negative employment effects.

Studies have been successful at idehtif_ying
covered firms but are viewed by some as

less generalizable and have not explicitly ad-
dressed business assistance laws.

Living wage case studies have the benefit of clearly identifying
covered firms and therefore accurately measuring direct effects
but the results of studies that compare a single case to a control

group don’t allow us to generalize about the greater effects of living Mut tible—case, banel studies: Thi-s esearch -

wage ordinances. Research designs that use observations from all has generally, although not always, found that

or many living wage cities and make comparisons across a large fiving wage standards reduce employment and
number of controls generally have greater external validity—that that business assistance laws aré more harmful
is, they are more validly generalizable to other communities. than contractor-only laws. Yet they are wealcat
identifying covered firms and most have not
David Neumark, an economist at the University of California, - used appropriate datasets for examining cities.

Irvine, who is frequently cited by opponents of living wage

laws, examines how state minimum wage increases and city

living wage laws affect wages, employment, and poverty rates

using a panel of large cities that passed ordinances between 1996 and 2002.”
Based on data from the Current Population Survey, Neumark’s research finds
large wage increases and reductions in family poverty associated with the tim-
ing of living wage laws. But it also finds significant disemployment effects for
younger, lower-skilled workers.

Robert Pollin, economics professor at the University of Massachusetts, Amherst,
and head of the university’s Political Economics Research Institute, and his col-
leagues at PERI, Jeannette Wicks-Lim and Mark Brenner, who have extensively
studied living wage laws, critique Neumark’s wage results as being vastly over-
stated given the fact that most living wage laws cover only a small fraction of work-
ers, and that his dataset only identifies metropolitan areas rather than individual
cities and weights Los Angeles too heavily.'® The drawback of using broad house-
hold surveys, such as the CPS, is that there are too few cases to accurately distin-
guish “covered” and “uncovered” workers. Neumark cannot specifically identify
a worker employed at a firm covered by the living wage.”” Neumark also restricts
his analysis to the 1996-2002 period due to data constraints, which is a relatively

short time period during an economic expansion.
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Scott Adams, an economist at the University of Wisconsin, Milwaukee, and
David Neumark more recently compare low-wage workers’ income and employ-
ment levels in cities that passed living wage laws and cities that had a failed
living wage campaign.*® Using the failed cases as a control sample to attempt

to hold constant the local political or institutional factors that fuel living wage
campaigns—such as union density—may also affect the outcome variables such
as employment. The study finds a statistically significant negative employment
effect for lower-skilled workers—but only for those cities that have business
assistance provisions, which they argue have the potential to affect most, if not
all, low-wage workers in a given city. This is the only quantitative study that dis-
tinguishes results for business assistance living wage laws.

Brenner, Wicks-Lim, and Pollin, the University of Massachusetts economists, and
others suggest that the latest Adams and Neumark living wage study is also deeply
flawed.” These authors argue that business assistance laws only directly affect

a small fraction of workers in each city with a living wage ordinance. They also
argue that using the CPS to identify city-level effects is highly problematic due to
small sample sizes at the urban scale and the inaccurate assumption that policy

changes at the city level will affect workers throughout a metropolitan area.

T. William Lester, a University of North Carolina professor and co-author of

this study, seeks to address these data-quality concerns by using the National
Establishment Time Series—the same dataset used for this study—to measure
how living wage laws affect employment and the number of business establish-
ments in California. The findings contradict Adams and Neumark, although there
were too few cases to parse effects for business assistance from contractor-only liv-
ing wage laws.?2 The study concludes that living wage laws had no negative impact
on government contractors or low-wage service industries that might be indirectly
affected by the living wage.

Panel studies of business assistance living wage laws are also criticized for treat-
ing all laws equally. Brenner, Wicks-Lim, and Pollin argue that governments have,
in some case, only applied the standards to a very small number of firms, which
could not produce a direct impact that is measurable by data sources like the
CPS.> There is wide variation in the degree to which living wage laws are enforced
at the local level. > Economic development officials have simply ignored business
assistance provisions in some cases. And negotiations ahead of passage signifi-
cantly watered down the measure in other cases such that incentive thresholds
were set 50 high that no firms were likely to be covered upon passage.”
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There is a tension in the empirical literature on living wage effects overall. Panel
studies of the type applied by Adams and Neumark, which include all or a large
sample of living wage cities, are preferable generally to comparing employment
before and after passage within a single city.” Previous panel studies—with the
exception of Lester—find a negative impact on employment, though this research
has generally used inappropriate data and failed to properly select cities to study.?”
Individual case studies, including studies with detailed surveys, generally find no
disemployment effect and make a more convincing case for measuring outcomes
among firms and workers who are covered by the living wage.” But their limited
scope makes it difficult fo generalize the findings more broadly.

"Ihe research design proposed in the following section combines the best of both
approaches in the literature. We conduct a front-end qualitative assessment of
nearly all the business assistance living wage laws in the United States to construct
an accurate treatment group consisting of large urban areas that have living wage
laws that are binding and/or likely to be enforced. We then conduct a time-series
quantitative analysis to estimate a generalizable assessment of how business
assistance living wage laws will affect urban economic development. And we use a
more appropriate dataset than previous research.
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Research design and case
selection methodology

Conceptual approach

The simplest way of measuring the effect of business assistance living wage laws is
to gather information on the total number of jobs and business establishments for
jurisdictions that have business assistance requirements for several years before
and after each law went into effect. Yet this simple direct comparison is extremely
limited due to the problem of “endogeneity”—the fact that cities that choose to
pass business assistance living wage laws may experience other trends that are
correlated with employment changes. Cities could be growing slower or fasteras a
group due to long-term trends such as deindustrialization or suburbanization, for
example, masking the true effect of business assistance requirements.

To overcome the endogeneity problem, we need to identify an appropriate
control group of cities without business assistance living wage laws to compare

to our treatment group. This group of nontreated cities would ideally control”

for all relevant factors that may influence employment or establishment growth.
Short of randomization, economists often look for natural experiments to analyze
policy changes.” The benefit of this type of research design is that it compares
outcomes between treatment and control groups that are in all other respects very
similar, except for the difference in the policy. The estimated effect of the policy is
therefore unbiased. Adams and Neumark attempt to control for endogeneity by
comparing living wage cities to cities that experienced living wage campaigns, but
either failed to pass a living wage or had had their law vetoed or struck down by
the courts.’ They refer to their control group as “failed or de-railed campaigns.”

‘We adopt the same conceptual research design in this report as Adams and
Neumark.?' We compare outcomes for a treatment group that includes 15 large,
urban jurisdictions that have passed business assistance living wage laws to a com-
parably sized set of cities that failed to pass business assistance provisions. This
choice of control group minimizes differences in unobservable, confounding vari-
ables because these cities have similar institutional settings with regard to labor
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regulation—many of the cities either have basic, contractor-

only living wage laws or have undergone significant campaigns What makes this study better
to pass stronger business assistance provisions, but did not than previous resea rch
ultimately enact them. :

Careful screening of treatment cities to exclude
‘We assume that the existence of a living wage law campaign cases where business assistance laws have
indicates that control cities have a similar set of labor advocates * weak enforcement or significant loopholes.
and progressive actors that have raised the issue of a living wage ) _
in the political spectrum. Both treatment and control cities are -+ Better data that captures only the city where

the law applies and allows for analysis of the
industries most likely to be affected by busi-
ness assistance living wage laws, '

drawn from the overall set of cities in the United States that
have at least proposed a living wage law. This group of citiesis
significantly different than other local U.S. governments in that
they tend to be larger, older cities located on the West Coast or
in the industrialized Northeast and Midwest.

This design does a good job of controlling for confounding differences between
the treatment and control groups but it does not rule out all possibility of endoge-
neity. We therefore test for structural differences between the treatment and con-
trol groups cities to ensure that they are truly comparable. We also add controls to
allow for city-specific trends to further address concerns about endogeneity.

Case selection methodology

Akey difference between our study and that of Adams and Neumark is our sample
choice ® We conduct a systematic qualitative assessment of the set of U.S. cities
that have passed business assistance living wage laws to narrow down the treat-
ment group to exclude where the living wage has not been enforced or thresholds
are too high to have an effect. '

The first step in our case selection methodology was to determine the universe
of all local jurisdictions that have passed or considered living wage laws that
apply to businesses receiving any sort of financial assistance, including tax abate-
ments, grants, direct infrastructure ioprovements, or below-market loans. We
determined this universe by searching databases maintained by the Employment
Policies Institute and Living Wage Resource Center.” These websites contain
basic information on the type of living wage passed, coverage thresholds, man-
dated wage levels, and date of passage. EmPI’s website also contained listings

for cities that rejected living wage laws either through a failed ballot initiative or
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council vote, a veto, or a repeal. This universe consisted of S0 cities, with 30 listed
as successfully enacting a law and 20 as having failed living wage campaigns.

We excluded small cities with fewer than 60,000 people because small cities

tend to engage in fewer economic development “deals” for which the living wage
would apply, and because we wanted to focus on cities that would have significant
employment volume given the high cost of acquiring NET'S data.

We then undertook a deeper analysis of each city’s law to determine whether it
should be assigned to the treatment group, the control group, or dropped from
the study altogether. Our goal in this process was to take the critiques of Brenner,
Wicks-Lim, and Pollin and others into account by ensuring that cities in the treat-
ment group have laws that directly or indirectly affect the local economy*

Our analysis to ascertain the status and effectiveness of the laws and determine
whether to exclude the city consisted of three components. First, we obtained
written copies of each city’s ordinance through web searches of city legislation.
Each ordinance typically lists the exact coverage threshold, the types of financial
assistance that qualify under the law, and any exclusions or loopholes.

The second step in our analysis was to make phone calls to the cities that were
indicated as having enacted a business assistance living wage ordinance to
determine if the law had ever been enforced. We called city staff at the agency or
department listed as responsible for enforcing the living wage or monitoring per-
formance, We also called each city’s agency in charge of business attraction.

Our limited success in reaching knowledgeable staff led us to our third step. We
scanned secondary sources including local newspaper listings and performance
reports by local advocacy groups or foundations to look for direct evidence of an
economic development incentive deal entered into with an employer where the
living wage would apply. This allowed us to finalize a list of 1S treatment cities.

These cities have one or more of the following criteria: assistance level thresholds
of $1 million or less; direct evidence of enforcement from primary and/or second-
ary sources; and evidence of strong enforcement campaigns and ongoing organiz-
ing activity after passage of the living wage.

Finally, we began the process of selecting the control cities with the list of 20 cities
in the EmPI database that rejected a living wage ordinance and narrowed the list
of cities to 16 to produce a balanced sample.* We conducted similar research
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steps on the proposed control cities as we did on the treatment
cities to ensure that a law was not eventually passed after the
most recent update to the EmPI database—as was the case with
Philadelphia, Pennsylvania. And we dropped several cities to
attempt to maintain a broad regional balance across the treat-
ment and control samples. Only one treatment case came from
Texas, for example, and we thus felt it was not necessary to have
both Houston and Dallas in the control. The resulting list of
treatment and control cities is listed in Table 1.

We took extensive efforts to ensure that our treatment and
contro] cities are comparable but it is possible that they may still
differ in important ways. Table 2 compares the average values for

a variety of demographic and economic variables,

It is reassuring to see that there are no significant differences
between the treatment and control samples for the pretreatment
period annual employment growth rates.* Treatment cities grow
only 0.2 percent slower than the control. The two groups are also
quite similar in terms of poverty and unemployment rates and

racial and ethnic composition.

The only areas for which the groups differ significantly are on

TABLE 1

List of treatment and control cities

Treatment cities

Control cities

Ann Arbor, MI
Berkeley, CA
Cambridge, MA
Cleveland, OH
Duluth, MN
Hartford, CT

Los Angeles, CA
Minneapolis, MN
Oaldand, CA
Philadelphia, PA
Richmond, CA
San Antonio, TX
San Francisco, CA
San Jose, CA
Santa Fe, NM

Albuquerque, NM

" Chicago, IL

Dallas, TX
Durham, NC
Eugene, OR
Indianapolis, IN
Knoxville, TN
Lansing, Ml
Nashville, TN
New York, NY
Omaha, NE
Oxnard, CA
Pittsburgh, PA
Providence, RI
South Bend, IN
5t. Louis, MO

Source: Author’s analysis.

measures of household income and housing costs. The group of living wage
treatment cities has clearly experienced significant growth at the upper end of the
income spectrum, which results in higher levels of income inequality. The only

distributional variable—the proportion of a city’s households that earns above

the 80th percentile nationally—bears this out. This upper income growth likely

adds to housing pressure as measured by the significantly higher median rental

rates and housing values. Income inequality seems to be higher in the treatment
group but it is unclear that inequality itself would lead to lower job growth in the

industries that are likely to be affected by living wage provisions.

Regional balance of the samples also explains some of these differences. We
attempted to produce balance in selected control cases but we are still left with a

treatment sample that is overweighted toward California (seven cases in the West).

These differences are not enough to conclude that the samples are systematically
biased but it does provide a motivation for including the type of city-specific

trend controls discussed later.
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TABLE 2
Comparative statistics between control and treatment'group

Variable Treatr(?neer;tn )group Conr;loela?]r)oup
Total population , 665,149 - 1,000,709
% African American 18.8% 22.2%
% Hispanic 2 221% 17.4%
% Non-Hispanic White . 453% ’ 54,1%
S With BA o higher : o 34.9% ' 265%.
% Foreign born 20.2% 13.5%
%Poverty ' 17.9% ' 17.8%
% Unémployed 7 7.5% 7.4%
Median household income. ' $41,003 $35943
Median rent $700 $578
Median housing valuer _ $203,460 $MLIAN
% Of househ.olds in top US income quintile 21.0% 15.2%
% Emplayed in FIRE or professional/tech. services o 20.1% 18.1%
% Employed in manufacturing 10.0% 11.6%
% Renters X , 52.4% 49.1%
Housing vacancy rate 5.2% 74%
Average annual growth rate 1950-1997 ' 23% 5%
Average three-year growth rate 1990-1957 7.1% 6.6%
Total numb_er of cities. S IR 15 16
Frequency by region

Northeast ) 3 3
Midwest - _ o 4 6
South 1 4
West ' _ 7 3

Source: US Census Data, 2000 obtained from the State of the Nation's Cities.
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Database construction

Another key innovation in our research design is the primary data source used to
measure the outcome variables. We use the National Establishment Time Series
database as our primary data source to construct a city-level panel data set using
annual observations.

Background on the National Establishment Time Series dataset

The NETS data is a proprietary database developed by Dr. Donald Walls of Walls
and Associates in conjunction with the Dun and Bradstreet business listings
information service. D&B gathers data each year from extensive phone surveys of
businesses for the purposes of establishing credit ratings for businesses of all sizes.
NETS is different from the typical D&B files that are sold to business and credit
issuing entities in that it is a longitudinal database created by taking 19 annual
snapshots of the D&B file and linking establishments across years using a unique
identifier assigned by Dun and Bradstreet. This identifier is called the DUNS
number. NETS contains establishment-level data on employment; estimated
sales; industry, as tracked by the eight-digit Standard Industrial Classification
code; ownership structure; and address for 1990-2008. NETS tracks establish-
ment moves over time, which allows us to accurately account of total employment

in each local jurisdiction in each year.

NETS is unlike household surveys such as the Current Population Survey in that
it attempts to capture the entire universe of establishments operating in a given
year. Once D&B assigns a DUNS number to an establishment, they contact that
establishment each year by telephone to update information on their location,
ownership structure, industry, employment, and sales figures.”

The NETS database does a reasonably good job in capturing the level of economic
activity and in measuring employment levels. A careful academic review of the
NETS file argues that D&B has “an economic incentive” to ensure that its infor-
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mation is up-to-date and accurate, and that it covers all existing establishments.*
It is valuable to use NET'S for a study of the living wage because it offers consistent
long-term information on employment and the number of establishments at the
local Ievel rather than the county, metropolitan, or state level. NETS also offers
detailed industry information on each record, which allows us to focus on the
specific low-wage industry groups that are most likely to be affected by business
assistance provisions, but also measure industries that are often targets for local
business attraction strategies even if they are not low-wage industries in particular.

Using the National Establishment Time Series

The first limiting step iri our analysis was on establishment size. We only use NETS
records for establishments that had more than four employees at any point in their
life cycle between 1990 and 2008. This limiting step was done to reduce the cost
of our data purchase and to maintain comparability with other data sources. This
limiting step is not likely to have a major effect on this research since very small
firms do not typically receive local financial assistance, and they make up a small
portion of overall employment in each city®

NETS is a dynamic database in that it tracks each establishment’s location
overtime. Most establishments do not move but approximately 14 percent of the
NETS records in our sample have changed location at some point in time. The
address information listed in the NETS is only for a firm’s current location, so ifa
given establishment started in New York in 1994 but moved to Boston in 2000, its
current geographical identifiers would reflect a location in Boston. But we would
want to count this firm in New York in order to make an accurate employment
total for New York in 1994-2000. We are able to overcome this problem since
NETS contains information not only on current geographic location but also on
the origin, time, and destination of each establishment move. We build our city-
level database by combining the information on the origin zip code and current
zip code of each establishment to construct a set of variables that track the zip
code Iocation of each establishment in each year.*

Once each establishment was assigned to a city for each year that it was in
existence, we then aggregated the NETS database to the city level by summing
employment and the number of establishments in each city for various industry
sectors and firm types of interest to our analysis.
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Measuring employment and establishments

The primary objective of this report is to test for the various ways a business assis-
tance living wage law could affect fundamental measures of economic activity in
the cities that choose to pass them. The richness of the NETS database enabled us
to produce outcome variables to test the hypothesis that business assistance provi-
sions reduce jobs through direct, direct spillover, and indirect means. We calculate
employment and establishment count variables for 14 separate industry-sectors
and firm types, organized into three broad categories. The first category, which

we argue best approximates the set of employers most likely to be affected by the
living wage through direct or direct spillover effects, consists of low-wage service
sector industries. We calculate five outcome variables for this category: broad low-

wage services; narrow low-wage services; retail; restaurants; and hotels.

The first variable in this category, broad low-wage services, captures a broad set
of low-wage industries likely to be affected by large-scale urban redevelopment
projects. However, this variable is of a broad cross section of industries and may
be combining some higher-wage industries with low-wage ones. We therefore
also break down this variable using the more refined industry data to produce a
variable that captures only the low-wage industries from within the broad category,
such as building security and parking services. We furthermore include the three
largest employers of low-wage workers in most urban economies: retail; restau-
rants; and hotels. These industries are often targets for local business attraction
and urban redevelopment projects and represent the group of employers who are
potentially most affected by direct spillover effects of higher wages.

The second major category of outcome variables comprise what we term “com-
mon economic development targets,” which can be thought of as capturing both
direct and indirect effects. Workers in this category are not necessarily low-wage
but it includes those industries that are often targets of business attraction efforts.
‘We define employment and business establishment totals by city for the following
groups: manufacturing; nondurable manufacturing; back-office; wholesale; big-

box retail; and finance insurance and real estate.

Most US. cities have experienced some form of deindustrialization and industrial
job losses, and manufacturing establishments have long been the target of local
economic development initiatives. Nondurable manufacturing industries tend

to be less capital intensive and less unionized, and therefore have the potential

to pay lower wages. At least some portion of this sector may be affected by the
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living wage mandate. Economic development deals have also focused on the
highly mobile back office activities of corporate services such as call centers and
credit processing services, and so we construct an outcome variable that attempts
to capture this activity. Wholesale distribution centers are also targets forlocal
economic development, especially for jurisdictions that have former industrial
land in need of redevelopment or that have large, undeveloped tracts. We include
so-called big-box retail stores because they are often targets of local development
deals, especially in jurisdictions heavily dependent on local sales taxes. Finally, we
include finance insurance and real estate as an additional test because we would
not expect that this high-wage industry would be affected by a living wage law.

We also generate two outcome variables that are defined by an establishment’s
place in the firm structure. We measure establishments that are the headquarters
of a firm that has at least two other establishments at different locations—as well
as branch plants, which are nontheadquarter establishments in firms with multiple
establishments, These two variables do not include single location firms or small
businesses. We characterize these establishment types as those that may be more
susceptible to the indirect or signaling effects described above. Decisions about
where to locate them are based to some degree on the region’s business climate,
and they typically provide jobs above the living wage threshold although they are
somewhat less likely to be targets for development subsidies.

We also provide results for total private-sector employment and establishments as

4 summary measure.

Using the database to measure the effects of wage standards

We use our panel data set to measure how passing a business assistance living
wage law affects a city’s level of employment and its total number of establish-
ments. These are the basic outcomes of economic development. We conduct this
analysis by using a panel regression model that is now standard in the empirical
literature on the economics of minimum and living wage increases.

The first step is to gather data on the timing of each treatment city’s passage of

a business assistance living wage. We measure changes in employment in the

years after passage relative to changes in employment in the years leading up to

passage. We then compare this difference in employment change to the same

employment changes in the control sample. This technique is referred to as
“difference-in-differences.”
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We also use statistical techniques to control for confounding factors such as the
fact that different cities passed laws at different times and that there are significant
differences between the cities in terms of economic structure, historical growth
patterns, size, and demograi)hics. Our model includes a control for population

size based on the Census’ annual estimates as well as controls for each year in the
panel. It also includes dummy variables for each year in the controls for macro-
economic effects that are common to all cities in the analysis. The U.S. economy
was in recession in 2001, for example, and most local economies experienced job
losses. Failing to control for such effects could lead us to erroneously conclude
that living wage laws passed in 2000 resulted in significant job losses, which were
in fact caused by a cyclical trend that was unrelated to passage.

‘We also include controls for each city itself and controls for city-specific linear
trends. We include these controls to adjust for any idiosyncratic differences between
the cities both within the treatment sample itself and between the treatment and
control samples. For instance, Santa Fe is included in the treatment group based

on its passage of a citywide minimum wage that includes all firms. Yet the entire
Southwest region of the United States grew at a faster rate than other areas of the
country for the full panel period of 1990-2008. Failing to control for these regional
differences in growth could lead us to understate the living wage effects.

The study finally measures the effect of passing a business assistance living wage
law over a four-year period, including estimates for two years prior and two
years after passage. This allows us to control for any prepassage spike or fall in
the outcome variable and also allows us to examine if the living wage has any
delayed effect. If the impact on a city’s business climate is real, it may take sev-
eral years to have a detectable influence of overall employment or employment

in a specific low-wage intdustry.
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Main findings

Employment effects

The study examines how living wage standards affect 14 distinct employment
variables: total citywide; broad low-wage services; narrow low-wage services;
retail; restaurants; hotels; manufacturing; nondurable manufacturing; back-office;
wholesale; big-box retail; finance insurance and real estate; headquarters; and
branch plants.

Together these provide a comprehensive examination of the potential combined
direct, direct spillover, and indirect effects that business assistance living wage
laws can have on local employment. Figure 1 presents these 14 variables as the
possible range of employment change expected after passage, allowing up to two
years for lagged effects. None of the 14 outcome variables show a statistically
significant negative consequence of passing a business assistance living wage
standard. Statistically significant outcomes would mean that we are 90 percent
confident that the estimate is different from zero. But this is not the case for any
of the variables, which means we can conclude that there is no employment effect.
(More detailed results are presented in the technical appendix.)*

Qur estimates indicate that passage of a business assistance living wage law has no
measurable effect on citywide employment. Employment [evels are unaffected in
low-wage industries as is employment in industries likely to be targets of economic
development subsidies and in firms that are sensitive to the perceived business cli-
mate of a city. This suggests that business assistance living wage laws are unlikely to
have direct, direct spillover, or indirect effects on employment levels. These findings
discredit the primary arguments used by opponents of business assistance living
wage laws that these laws are harmful to employment in direct and indirect ways.

It is important to note that the results are based on nearly 20 years of data—a
timeframe that contained years of recessions and expansions—which suggests
that business assistance living wage laws are unlikely to have an effect on employ-

ment levels even during hard economic times.
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These results are also quite robust. For example, the inclusion or exclusion of any
particular city from the treatment group has no meaningful effect on the results.

Figure 1 visually represents the 90 percent confidence interval of our point esti-
mates. Any number line in Figure 1 that includes zero in the shaded area indicates
that the estimated effect is not different than zero. This means that there is no
estimated employment effect, which is the case for all the variables tested. The
estimated impact of employment in low-wage industries—the sectors where we-
can expect the living wage to have the largest bite—bears some additional discus-
sion. Qur estimates for the five low-wage sectors we measure are all nearly zero, or
slightly positive. These results strongly contrast with the findings of Adams and
Neumark, who find significant negative employment effects for low-wage workers
overall. For retail and restaurants our estimates are precise enough to reject the
point estimates of their study.*

Effects on establishments

We also present our results for the number of business establishments in each
outcome category to provide an additional measure of economic development
activity. Even if business assistance laws do not affect aggregate employment
levels in these sectors in a detectable manner, it is still possible that the overall
number of businesses established in a living wage city would decrease due to
negative signaling effects or because fewer businesses are attracted through local

development initiatives.

Figure 2 presents the results in a parallel manner to Figure 1, with the dependent
variable changed to establishment counts, rather than employment. Figure 2
visually represents the 90 percent confidence interval of our point estimates. Any
number line that includes zero in the shaded area indicates that the estimated
effect is not different than zero—meaning there is no employment effect, which
is the case for all the variables tested, with the exception of the number of non-
durable manufacturing establishments, which are estimated to slightly increase

because of a business assistance living wage law.

The results presented in Figure 2 indicate that none of the 14 variables show

any discernable—or statistically significant—negative effect on the number of
business establishments. These results provide additional confirmation that the
passage of a business assistance living wage law is unlikely to have a harmful effect
citywide or in any particular industry.
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FIGURE 1
Living wage employment impacts

Range of estimates (with 90% confidence)

Industry/subsector m?paﬁ significantly
differnet than zero | ow | High ® Estimated impact
Total private sector No 3.5% 0.7%
Low-wage sactars
Broad low-wage services No -5.0% I
Narrow low-wage services No 3.4% 18.2%
Retail No 2.7% | EE
Restaurants No 07% [ie
Hotels No 9.2% I :

Commion economic development targets

Manufacturing No -102% |

Non-durable manufacturing No

FIRE No -7.6%

Backoffice activity No

Wholesale No -1.8% I A s
Big box retail No  -27.6% |

Establishment types

Headquarters No 27% Y

Branchplants No 4% I | .

0.0%

Note: All specificatlons include controls far the natural log of populatien, city linear trends, and city and year fixed effects.
N: 465, 16 controls and 15 treatment cities.

26 Center for American Progress Action Fund | Creating Gaed Jobs in Our Communities




FIGURE 2
Living wage establishment impacts

Range of estimates (with 90% confidence)

Industry/subsector I;?;::;:E;T:Zg:? k R .
] Low I High ¢ Estimated impact
Total private sector No 1.0%
Low-wage sectors
Broad low-wage setvices No -1.2% 1.5%
Narrow low-wage services No
Retail . Na -1.3%
Restaurants No
Hotels ‘ No 8.4%

Common economic development targets

Manufacturing No -1.9% 2.6%

Non-durable manufacturing Yes

FIRE No ~2.0%

Backoffice activity No -0.8%

Wholesale No -2.8% 21%
Big box retail No  .86%

Establishment types

Headquarters No -2.2% l | 1.6%
Branchplants No -1.6% | 1.5%

C.0%

Note: All specifications include cenitrols for the natural log of population, city linear irends, and city and year fixed effects.
N: 465, 16 contrels and 15 treatment cities.
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Conclusion and policy implications

Business assistance living wage laws are promoted as a way to maximize a city or
county’s economic development subsidies by supporting the creation of family-
supporting jobs. Critics argue that an improvement in job quality comes at the
expense of 2 reduction in the quantity of jobs. This study presents strong evidence
that these claims are unfounded.

Previous empirical research on the impact of business assistance living wage laws
has detected significant decreases in employment.* Yet experts have questioned
this past research on the grounds that the data sources could not detect urban-
level impacts and that they did not adequately control for whether cities actually
enforce their business assistance provisions. This study uses a more robust dataset
than the previous research and includes background archival research into each
treatment city’s law, and we find no evidence of negative employment effects from
business assistance living wage laws. Our research design is conceptually identical
to that of Adams and Neumarlk, yet we can rule out negative consequences of the
scope they report.

One caveat is important here. Our dataset does allow for the detailed consid-
eration of direct and indirect effects across a wide array of potential industries

but we cannot use it to measure the effect on local wages. We cannot show that
workers directly received wage increases due solely to the application of a business
assistance living wage. This finding would be crucial in evaluating how effec-

tive living wage laws are on the main problems they attempt to address, such as
poverty and inequality. Yet many other studies in the living wage literature have
shown that workers and their families do receive wage increases.* It is important
to consider these findings in conjunction with the type of detailed case studies
that can gather direct observations of wages and employment at covered firms.

Our results—which indicate no significant impact on economic development out-
comes—are far from an extreme finding. In fact, it is consistent with recent research

on the economic impact of minimum wage laws.* These general findings that labor
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standards such as the minimum and living wage do not result in the type of negative
economic consequences predicted by either orthodox economic theory or critics of

the laws stand to offer a strong alternative interpretation for policymakers.

Accurate information on business assistance laws is critical at this time, as the cur-
rent economic crisis has increased pressure onlocal leaders to create jobs. Local
governments are increasingly being asked by businesses to lower labor standards
in exchange for investment. This study suggests that such calls to lower labor stan-
dards in exchange for jobs are not based in fact.

Economic development wage standards are one tool that a city can use to create
jobs of greater quality. We have compared two sets of cities in order to assess the
effectiveness of such laws—those with enforced business assistance living wage
laws and those without—and found that there is no loss in the number of jobs
due to the living wage requirement. It appears that, even during hard times, eco-
nomic development wage standards are an effective tool for increasing wages in a
city without sacrificing the number of jobs.
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Technical appendix

Employment and establishment variables listed by Standard
Industry Classification codes

Broad low-wage services: Personal Services (72), Business Services (73),
Automotive Repair, Services and Parking (75), Miscellaneous Repair Services
(76), and Amusement and Recreation Services (79).

Narrow low-wage services: Miscellaneous Personal Services (729), Mailing,
Reproduction, Stenographic (733), Services to Buildings (734), Misc. Equipment
Rental & Leasing (735), Personnel Supply Services (736), Guard services (738101),
Automobile Parking (752), Automotive Repair Shops (753), Carwashes (7542),
Commercial Sports (794), and Misc. Amusement, Recreation Services (799).

Retail: All establishments in SIC §1-59, with the exception of SIC 58, Eating
and Drinking Places.

Restaurants: SIC 58, Eating and Drinking Places, including cafeterias.

Hotels: All establishments in SIC 701, Hotels and Motels.

Manufacturing: We include all establishments in SIC 20 through SIC 39 in this group.
- Nondurable manufacturing: This variable includes establishments in SICs 20-29.

Back office: This variable includes establishments in the following SIC codes:

Adjustment and collection services (7322), Direct mail advertising services

(7331), Photocopying and duplicating services (7334), Computer and Data

Processing Services (737), and Telephone services (738910).

Wholesale: This industry includes establishments in SICs 50 and S1.

30 Center for American Progress Action Fund | Creating Goed Jobs in Gur Communities



Big-box retail: We approximate the big-box category by only including retail
establishments that are branches of firms with at least 10 other locations and with
sales volume in the top 75 percent of the other retailers in the city.

Finance insurance and real estate: This industry includes establishments in
SICs 60-67.

Identification strategy

‘We use our panel dataset to estimate the following regression that measures how
living wage laws effect employment and establishments for the industry groups

described above.
I=t+2
Ln(E{%) =a+ 2 (BI *LVV:'t(I)) +In (popy) + 8 + Y, Tt &
I=t-32 )

The dependent variable Ln(E}) is the natural log of the outcome variable {either
employment or the count of establishments) in city  in year f. The model is
estimated separately in the same for each of 14 industry groups or establishment
types (k) such as retail or manufacturing or headquarters. Equation (1) predicts
Ln(EE) as a function of a living wage indicator variable LW/, which is coded 1 for
each year that a business assistance living wage provision is in effect for an entire
year in a given city. LWy is therefore zero for all years in the control sample and

1 for all years beginning in the calendar year after passage for the treatment group.
The set of coefficients (B;) that measure the effects of living wage passage are
entered in distributed lag structure beginning two years before the living wage and
continuing two years postpassage. The inclusion of lead terms on the LW variable
captures what is happening to the outcome variable just before the law takes effect.
This is important and has become a standard procedure in panel studies of causal
effects because a spike (or dip) in employment just before the treatment can result
in an erroneous treatment effect.* The inclusion of lag terms of LW (for example,
postpassage) similarly accounts for long-term effects. The coefficient on the final
lagged term (B, = t+2) represents the cumulative effect not only in the second

year after passage but in all years in the sample after passage. This is therefore the
primary coefficient of interest for policy implications.
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For controls, Equation (1) includes a term that measures the natural log of each
city’s annual population, fixed effects for each city §;—which control for and
idiosyncratic differences between cities that do not vary with time—as well as
year fixed effects, y,,which adjusts for common time effects such as changes in

the macroeconomic environment. We also include a city-specific time trend, T,
that controls for differential trends in the outcome variable across the group of
cities that vary over the entire time period. This is critical for the set of cities in
our sample, which are drawn from various regions of the United States. If some
cities are facing long-term declines in manufacturing employment and others

are located in growing industrial regions, for example, we want to isolate the
impact of living wage passage by removing the overall (time-varying} trend from
each city. We also estimated Equation (1) with a time trend for each group (the
treatment and control groups as a whole), as well as regional (for example, West,
South, Northeast) trends to test that adding a city-specific trend potentially over
controlled for differences between each city, and that the trend itself might be
capturing some variation in the outcome variable that is attributable to the true
living wage impact. Changing the scale of the time trend made no substantive dif-
ference in the results and, as such, is not reported here. Equation (1) also includes
a constant term (a) and a random error term g

We only present results for (B; = t-2) two years prior to and (B; = t+2) two years
after the passage of the living wage. The lagged term can be interpreted as the

“long-term” impact of passing a business assistance living wage. The coefficients
reported can be interpreted as the semielasticity of employment (or establish-
ments) in response to changing living wage status. In other words, the percent
change in the outcome variable that one can expect from passing a business assis-
tance living wage law.
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TABLE A
Results of employment regression

90% confidence interval

{1} (2} (3)
Industry/subsector on long-term effect
Pre-trend Immediate effect Long-term effect  Lower bound Upper beund
-0.012 0.02 -0.014
Total private sector -0.035 0.007
0.011) (0.016) (0.013)
-0.023 -0.008 -0.005
Retail - -0.027 0.017
: (0.014) 0.0179) (0.013)
0.025 0.012 -0.004 ‘
Broad low-wage services -0.05 0.042
(0.024) (0.037) (0.028}
0.053* 0.023 0.024 .
Narrow low-wage services - - -0.034 . 0.082
(0.030) (0.032) (0.035)
-0.032 -0.002 0.032
Wholesale -0.018 0.083
(0.032) (0.042} (0.030)
. 0.002 -0.019 0.024
Restaurants -0.007 0.056
(0.029) (0.032} {0.019)
0.608 -0.046 -0.028
Manufacturing -0.102 0.046
(0.041) {0.050) (0.044)
. 0062 -0.119* 0.012
Non-durable manufacturing -0.068 0.091
(0.045) {0.(_)70) {0.047)
-0.007 0.071%* -0.02
FIRE -0.076 0.036
(0.033) (0.035) {0.034)
0.166** 0.006 0.023
Hotels - -0.092 0.138
(0.083; {0.062) (0.069)
-0.063 0.023 -0.026
Backoffice activity -0.135 0.082
(0.093) (0.077) (0.065)
0.046 0.075 0.002
Big box retail -0.276 0.279
{0.082) {0.118) (0.166)
-0.018 0.037 0.01
Headquarters -0.027 0.046
(0.025) {0.035) {0.022)
: 0.001 0.011 -0.007
Branchplants -0.048 0.034
(0.023) (0.031} {0-025)

Note: All specifications include controls for the natural fog of population, city linear trends, and clty and year fixed effects.

Column (1) lists the coefficient on the 2-year lead of LW treatment, Column {2} lists the contemporeneous effect, and Column(3) ists the lang-term impact of LW
treatment, Robust standard errors are clustered at the city level and are listed In paranthesis under each coefficient.

N: 465, 16 contrels and 15 treatment citles,
*significant at .1 level, ** significant at .05 level, ** significant at 01 level
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TABLEB .
Results of establishments regression

90% confidence interval

(1) (2) 3)
Industry/subsector on long-term effect
Pre-trend Immediate effect Long-term effect  Lower bound Upper bound
-0.01 0.001 0.001
Total private sector -0.009 0.01
(0.007) (0.008) (0.006)
. 0021 - 005 0003 o
Retail e - ; — 0013 - 0019
’ (0.@11) ) - (0.010) : 0.010} - BE R
-0.003 0.002 0.002
Broad low-wage services ‘ -0.012 0.015
(0.009) {0.008) {0.008)
T 002 - 0002 0007
Narrow low-wage services P e ) : -0.009 0023
: 0.012) (0.012) (0.010) -
-0.006 -0.004 -0.004
Wholesale -0.028 0.021
: (0.015) (0.018) (0.015)
0.023* . 0006 o016
Restaurants — -0.007 0032 -
: (0.013) 0.012) {o.012) . =
0.005 0.002 0.004
Manufacturing -0.019 0.026
{0.013) 0.013) (0.014)
, 0,005 0015 0.041%*
Non-durable manufacturing - 0.007 0.075
' ©014) - ©{0027) - 0020)
-0.012 0.005 000432
FIRE -0,02 0.029
0.012} (0.017) (0.015)
_ 0052 ¢ 001 0036 :
Hotels e T ' —— -0.012 0.084 "
0036 - . 0o - (0.029) S
0.005 0.034 0.029
Backoffice activity -0.008 0.066
{0.031) (0.031) (0.022)
~0,022 : 0169 0.0096 N
Big box retail - - ST - — -0.086 0.105
(0063} - (0.080) _ 0.057)
0 -0.005 -0.003
Headquarters -0.022 0.016
: 0.01) {0.010) 0.011)
0021 0002 -0.0003
Branchplants - - -0.016 0.m5
- {0.014) (0.014) {0.009} )

Note: All specifications include controls for the natural log of pepulation, city linear trends, and city and year fixed effects.

Coluran {1} lists the coefficient an the 2-year lead of LW treatment, Column £2) lists the contemporenieous effect, and Column(3) lists the long-term Tmpact of LW
treatment. Robust standard errars are clustered at the city ieve! and are listed in parenthesis under each coefficient.

N: 465, 16 centrals and 15 rrestment Citles.
=significant at .1 level, ** significant at .05 level, ™ significant at .01 level
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TABLEC
Description of living wage laws: Treatment sample

Passage

City date

Description

The legislation appties to employers holding city service contracts valued at $10,000 or more. Companies with fewer than five employ-
Ann Arbor, MI 3/5/2001  ees and nenprofits with fewer than 10 employees are exempt. The living wage was $11.71/hour in 2009 if the company provided
: health care insurance or $13.06/hour if it provided no insurance.

The ordinance applies to municipal workers, employers who are awarded city contracts, businesses receiving financial assistance,
Berkeley, CA 6/1/2000 nonprofit organizations, and municipal leaseholders. The living wage in 2010 is $12.41/hour with health benefits or $14.47/hour if no
insurance is provided.

‘The ordinance applies to municipal employees, cfty cantractors and subcontractors who have contracts worth more than $10,000, and

Cambridge, MA - 5/5/1959 businesses who have received at least $10,000 in financial assistance, The living wage was $13.69/hour in 2009.

The ordinance applies to companies with 20 or more employees and nonprofits with 50 or more employees that receive at least
$75,000in financial assistance frem the city, as well as tenants of recipients of financial assistance, and companies holding a contract

Cleveland, OH 6/19/2000 with the city werth $25,000 or more. The ordinance also applies to subcontractors of comparties who receive assistance or city con-
tracts. The living wage in 2009 was 511.71/hour when health insurance was provided and $13.06/hour if health care was not provided.
Duluth, MN 7/14/1997 The legislation applies to employers and subcontractors who receive at least $25,000 of financial assistance in the form of business

loans or grants, enterprise zone credits, tax increment financing, industrial fand write-downs, and lease abatements.

The ardinance applies to service contracts of $50,000 or more, development projects with $100,000 or more in city assistance, and real
Hartford, CT 10/12/1999 estate developments costing more than $25,000 on city-owned land. The living wage was $11.66/hour in 2009 if health insurance was
provided and $17.78/hour if no insurance was provided.

The ordinance applies to employers who.are awarded assistance of $1,000,000 or more in one year or service contracts of $25,000 or
Los Angeles, CA 5/5/1997 more, Italse applies to subcontractors and employers with public leases or ficenses. The living wage is $10.30/hour with health insur-
' : ance and $11.55/hour with no insturance in 2010. The living wage is subject to annual cost of living adjustments.

The ordinance applies to employers with service contracts or subcontracts of $100,000 or more. Employers must attempt to create one
Minneapolis, MN  11/4/2005 fiving wage job for every $25,000 that they receive. The living wage in 2009 was $11.66/hr (110 percent of the federal poverty rate)
with health insurance, or 13.78/hr (130 percent of federal poverty rate) without insurance.

The ordinance applies to employers awarded $100,000 or more in assistance, ity contractors receiving $25,000 or more, and lease-
Oakland, CA 4/1/1998  holders of recipients of assistance who occupy property that is improved through the assistance and employ 20 or more people, The
living wage in 2009 was $9.13/hour with health insurance or $10.50/hour if ne insurance is provided. ’

The ordinance applies ta city contractors with contracts worth more than $10,000 and recipients of city financial aid in excess of
$100,000, as welt as lessees of city property. It sets the living wage at 150 percent of the federal minimum wage, [t indludes a clause

Phitadelphia, PA 5/26/2005  on health benefits, which states that an employer must provide health insurance If it provides benefits to some full-time employees
elsewhere in the firm. The ordinances mandates a living wage advisary commission to overses enforcement, of which businesses may
represent no more than 4/9 of the members,

The ordinance applies to all city contractors with a contract worth more than $25,000, and recipients of any local economic develop-
ment aid of $ 700,000 or more. It also applles to lessees of public property that employ 25 full-time employees or more and generate

Richmond, CA 10/1/2001  $350,000 or more in annual gross receipts. And it includes subcontractors of cortractors, economic devefopment recipients, and
lessees. The living wage was $11.42/hour if employer paid at least $1.50/hour in health benefits, or $12.92/hour without insurance at
the time of the Jaw’s adoption. o

The ardinance applies to businesses receiving tax abatements requiring they pay 70 percent of employees in new jobs $6.27/hour, and
San Antonio, TX 7/1/1998 - 70 percent of durable goods workers $10.13/hour. Businesses may be eligible for tax abatement if they fill 25 percent of new jobs with
economically disadvantaged individuals.

The ordinance applies to employers who are awarded city contracts, businesses receiving financial assistance, nonprofit organizations,
San Francisco, CA  11/1/2000 and municipal leaseholders at the San Francisco International Airport. It set wages at $10.00/h_0ur in 2002 with 2.5 percent increases
. expected annually,

The ordinance applies to employers who are awarded a service or labor contract of $20,000 or more, or assistance of $100,000 ar more. The

San Jose, CA 6/8/1999 living wage was $11.61/hour in 2005 for employers who provided health insurance and $12.86/hour when employers provided no insurance.

The ordinance applies to full-time municipal employees, city contractors who have contracts worth more than $30,000 and that have
Santa Fe, NM 2/27/2002  more than 10 employees, recipients of financial assistance worth $25,000 or more, and businesses requiring a license from the city. The
living wage was $10.50/hour in 2009.
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Establishment Time Saries”Working Paper W11647 (Mational
Bureau of Economic Research, 2005),

Since NETS has a higher captura rate for very small firms, induding
self-emplayed persons, it is less comparable with other pubtically
available data sources such as the QCEW or County Business

‘Patterns. Previous research indicates that for establishments with

five or more employees there is a high correlation batween employ-
ment measuremenits in NETS and other sources.

40 To match zip codes 1o the political jurisdictions we used a geo-
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jry
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graphical asseciation based on the population-weighted centroid
of each zip code in 2000. We abtzined the zip-to-place match from
the MABLE/Geocorr2K: Geographic Comrespondence Engine v1.33
(August 2010), published by the Missouri Census Data Center, avail-
able at httpy/medc2. missouri.edu/websas/geccorr2ichtml. While
we understand that zip code boundaries shift over time, and that
new zip codes are created that would perhaps not be recognized
by the 2000 Census, this turned out not to be a significant issue for
our sample of large core urban counties in the NETS. In our sample
of more than 1 millien establishments from the counties that
contained our treatment and control citles, 95.1 percent of records
were matched to acity {i.e. census place} using this method. For
the remaining 4.9 percent we geccoded each record based on thelr
reported current latitude and longitude in the NETS database. To be
fair, among this group of geccoded records (4.9 percent) we are not
abla to capture the effect of moves since the latitude and longitude
Information is only available for the Jast year the establishment was
active in the database. However, of this group only 9 percent ever
moved, resulting in an overall capture rate of firm moves of 95.9
percent for the entire sample,

Please note that the variable for big box retzil, due to how it was
narrowly defined, doesn't allow us to include all the treatrnent and
control cities in the analysis. This leads the standard errors to be
much bigger than all the other estimates,

Adams and Neumark, “The Effects of Living Wage Laws”
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Good afternoon, my name is Linda Baran, President of the Staten Island Chamber of
Commerce. On behalf of the Staten Island Chamber of Commerce and our 800 members
who employ over 20,000 people, I would like to thank you for the opportunity to address
the New York City Council’s Committee on Contracts regarding Intro 251-A, the so-
called living wage bill.

New York State, and New York City in particular, are already among the most costly
and regulated environments in the country in which to operate a business — heavy taxes,
burdensome government regulations and a high cost of doing business are a given here.
Intro 251-A will only make our burdensome business environment much more
challenging. In many instances, it will be the nail in the coffin for new development or
needed urban renewal.

The wage mandates and onerous compliance requirements of Intro 251-A will saddle
businesses with unprecedented costs and weighty obligations. A recent study suggested
that this legislation will halt one out of every three new development projects on Staten
Island.

The purpose of City subsidies for “the improvement or development of real property,
economic development, job retention and growth” is to create jobs and spur economic
growth Usually, these incentives are offered in depressed areas to jumpstart recovery,
however, this bill would have the opposite effect and hinder revitalization efforts in these
communities. Further, to tie an economic disincentive, such as the living wage, to
financial assistance makes no sense whatsoever. It’s like a store offering 50% off and
then marking up the products by 50% - the disincentive effectively zeros-out the
incentive.

These financial incentives are designed to reap long term benefits like creating jobs and
earning tax revenue for the City. Forcing employers to pay a 38% premium makes it
harder for developers to attract tenants, which discourages development and ultimately
leads to fewer jobs. If the City Council is serious about New York City’s economic
recovery, it should focus on legislation that will make it easier to create new employment
opportunities, not laws that will hamper development, close businesses and put people
out of work.

- The Richard B. Irwin Building ® 130 Bay Street e Staten Island, NY 10301
(718) 727-1900 @ Fax: (718) 727-2295 »



If this bill passes, our already distressed construction industry will be harmed even
further and retail on Staten Island will all but disappear. Since 2009, development on
Staten Island has been at a standstill. We have lost more than 600 construction jobs; how
many more will we lose because of this bill? One of the few sectors that has seen growth
in the last two years, our retail industry, would be devastated by this law. Nearly half of
the retail employees who work at sites receiving financial assistance earn less than $10
per hour. Mandating employers to give these workers a raise will result in layoffs and
push even more retailers into New Jersey.

While proponents of this legislation argue that this bill will reduce poverty, the reverse is
true. The unintended consequences of this proposal will be increased unemployment,
particularly among those most in need of job opportunities — low-skill workers or
workers seeking to enter the job market for the first time — as well as stalled development
and continued urban decay. But ultimately the pain will trickle down to the small
business owner, who must bear the brunt of this bill. The building service subcontractors,
the ground floor retailers, and other small employers will be required to pay their
employees higher wages, but won’t receive the benefit of the subsidy.

Thank you for allowing me to testify on this important issue.
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Good afternoon, my name is Donald Spivack, | am recently retired from the Community
Redevelopment Agency of the City of Los Angeles {CRA/LA) as Deputy Chief of Operations and
Policy after 28 years of public service with that agency. | am here to address a few points

_relative to the topic of living wage requirements, which the City of Los Angeles adopted by
ordinance in 1997 and the Redevelopment Agency by palicy in 2003. | was the author of the
agency policy. '

The Community Redevelopment Agency was established by the city in 1948 to address blight
and disinvestment in the City of Los Angeles. It is Los Angeles’ equivalent to New York City's
Economic Development Corporation and is the arm of city government responsible for
promoting economic development, including job and housing growth, in the City of Los Angeles.

Policy Overview

The agency’s 2003 living wage policy covers a range of types of employees who work on
subsidized economic development projects. It extends to the developer’s own staff, and any
contractors or subcontractors hired by the developer to perform work on the project such as
security, janitorial and grounds-keeping staff. It therefore covers at minimum the work force
whose primary responsibility is at a covered site. Third party tenants are generally not covered
by the policy unless the project is built on CRA/LA owned and leased land. However, in many
cases key anchor tenants such as hotels have been defined as “participants” and as a result are
covered in the policy’s application. In addition, CRA/LA has a parallel policy that assures
extension of living wages to employees in hotels built on agency-owned land. Finally, these
requirements have been extended in many cases by community benefits agreements on
individual projects, or by the City of Los Angeles’ living wage ordinance. Small businesses
{those with less than $350,000 in gross income or 7 or fewer employees) are exempted.

Our agency has found the living wage policy to be an effective tool for ensuring that taxpayer-
subsidized economic development creates quality jobs for Los Angeles’ communities. We have
not found that it has inhibited new development or job growth in any way. In fact, even in the
current economy, 23 living wage covered projects are actively entering the approval process, a
strong indication that the developers are not deterred by the living wage requirement. Instead,
we view the policy as a key component of our development strategy — one which complements
our work to attract new businesses, build new housing, and strengthen the city’s tax and
economic base.

Covered Projects

To give you an overview of our experience with the policy, the agency’s recent development
inventory includes 254 projects, Qf which 144 have a living wage jobs component. The 144
CRA/LA projects with a living wage component, which range in status from completed to



pending approval, involve over eight billion dollars in private investment leveraged by nearly
$400 million of agency spending. They include developers in its 31 redevelopment project
areas, developers of non-profit and affordable housing and service centers, and developers of
for-profit office, commercial, industrial, hotel and market-rate housing. They embody roughly
1.1 million square feet of office, 2.7 million square feet of retail and 234,000 square feet of
industrial space along with about 12,000 housing units, nearly 7,000 of them market rate.
Twenty-five projects are complete, 14 under construction, 39 approved and the balance in
process. All told they involve nearly 48,700 construction and 23,000 permanent jobs.

A key project is the Plaza Pacoima Shopping Center in northeast Los Angeles, anchored by a
Costco. Costco is paying living wages to all of its employees, who account for over 60% of the
employees in the center, and a substantial part of the 75% living wage requirement for the
project as a whole. Similarly, an industrial project in the South Los Angeles Goodyear Tract,
which involves a significant expansion of a cluster of fashion businesses, will aiso guarantee that
60% of the work force receives a living wage. And the pending multi-phased downtown Grand
Avenue project, a major mixed-use development to be built —when market conditions improve
— by the Related Companies on four city blocks of publicly owned land in the Bunker Hill
Redevelopment Project Area includes a wall-to-wall living wage requirement for ail businesses
located there.

As noted, the agency’s policy is supplemented by community benefits agreements which
extend the reach of the living wage jobs; one such example is the LA Live entertainment
complex in downtown Los Angeles, and another is a neighborhood center in South Los Angeles
where the prime tenant — a [ocally based supermarket chain — agreed to living wages for all of
its employees on property the agency assembled and sold to the underlying developer.

On a similar note, the City of Los Angeles has extended its living wage policy to hotels in the
Century Boulevard Corridor, outside and largely serving the City’s main airport. As a result,
about a dozen hotels are covered by a living wage program.

Implementation

Implementation of the policy is achieved through inclusion of the policy requirements in the
development contract between CRA/LA and the developer. To assist the developer, CRA/LA
and city staffs provide guidance and training on the documentation forms, assist in filling them
out, and on request provide access to the city’s job source centers for trained employees.
Developers include in their leases that tenants will provide them with the required job data for
biannual reporting. CRA/LA staff on request provides data on work source centers and other
job training and placement assistance that is available, to the developer or directly to
prospective tenants. The key to smooth implementation is starting early in the process.



Employers are encouraged to meet with the CRA/LA compliance staff at least ten days before
initiating their hiring process both to be clear on the reporting requirements and to be advised
of the job placement assistance that is available to them, including fiscal incentives for hiring
from certain targeted populations. Compliance requires submitting biannual reports of its
hiring status by number of jobs, proportion that are living wage and proportion, if any, receiving
health benefits. |

Benefits

The key benefit that has resulted from Los Angeles’ overlapping living wage policies has been to
provide an important pathway out of extreme poverty for thousands of working families, at
minimal expense to the private sector. Today’s living wage rates in Los Angeles are $10.30 per
hour with health benefits or $11.55 without, and a requirement for 12 paid and 10 unpaid days
off. At the higher wage level, assuming a full time job, 2,080 work hours per year and 10
unpaid days off, this results in an annual salary of $23,100, marginally above the federal
poverty line of $21,954 for a family of four, and well below the estimated minimum for a family
to house, clothe and feed itself in Los Angeles of $29,474 per year. By way of comparison, the
California minimum wage is $8.00 per hour, yielding an annual income of only $16,640, welt
below the living wage though still above the federal minimum wage of $7.25 per hour.

A second benefit of the living wage policy from the business perspective is the reduction in
turnover and associated costs due to business disruption, hiring and training. City analysis
showed that turnover rates dropped from an average of 49% in non-living wage jobs to 32% in
living wage jobs. The reduction in turnover resulted in a 16% reduction in costs for those
businesses.

A third benefit is that any addition to funding to health care has a favorable impact on reducing
the near-absolute reliance of the uninsured on acute health care and emergency room services,
probably the costliest way possible to provide health care.

A final benefit, and one of importance to agencies such as ours, is that increasing wages —
marginal as it is with the living wage policy — has an impact on housing and community stability.
Los Angeles, like many other major citiés, suffers a crisis in the availability of safe, adequate and
affordable housing. Too many households live in overcrowded conditions and pay upwards of
60% of their income in rent. But to a large degree the crisis in housing — for which my agency
alone spends millions of dollars in creating and subsidizing affordable housing each year —is in
reality a crisis in income. Increasing wages helps to make more housing affordable, and thus
positively impacts the supply of affordable housing. In addition, getting families out of
dilapidated and overcrowded housing improves school performance, helps to keep kids out of
gangs and involvement in other illegal activity, makes communities safer, and supports local



business expansion. Parallel policy requirements for local hiring especially targeted to minority
communities enables local businesses to hire, and they are most likely to hire from their own

neighborhoods.

Thank you for your time and | would be pleased to answer any questions you may have.
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Good afternoon. I‘m David R. Jones, president of the
Community Service Society of New York, a 165 year-old anti-
poverty organization. I am here to speak on behalf of why a
living wage is so important — simply put, to help keep hard
working individuals and families out of the grip of poverty.

It is reasonable to expect that full-time workers should
earn wages that do not keep them trapped in poverty. However,
this is precisely what happens for the hundreds of thousands of
those who work in low-wage jobs in New York City. Periocdic
increases in the federal minimum wage, which currently stands at
$7.25 per hour, have not kept pace with the cost of living.
Someone working 35 hours per week for 50 weeks at minimum wage
earns roughly $13,000 a year. For a family of two with one
breadwinner, those earnings place that family below the federal
poverty line for a family of that size-- roughly $14,000 per
year.'

This alone should be unacceptable. But it is downright
objectionable for those wishing to conduct business with the
benefit of city subsidies to receive public fundas without
offering a “living wage” on their projects — a wage which would
not leave their workers and their families living at or near the

poverty level.



The City Council has proposed legislation, the “Fair Wages
for New Yorkers” bill, which would require those receiving
financial assistance of $100,000 or more, including tax
abatements and land transfers, to ensure that jobs created as a
result of their projects pay at least $10 per hour. Employees
eligible for a living wage would include those employed by
contractors or properties on the site of such developments.

The $100,000 minimum assistance level for the living wage
requirement to be applicable might elicit criticism that this
law would hurt small businesses. But such a level of assigtance
would typically be provided to medium and large-scale
developers, who also tend to partner with contractors and other
companies of similar acale.

In addition, the proposed living wage legislation is not
breaking new ground. New York City already has in place a
living wage law which mandates a wage of at least $10 prer hour
for specific classes of employees in companies that have
contracts with the city. Furthermore, other cities and counties
acrogs the country have implemented living wage laws, including
Los Angeles, Pittsburgh, Philadelphia, Cleveland, and San
Francisco.

A carefully conducted analysis prepared last November for

the Center for American Progress examined 20 years worth of



economic data for 15 cities that enacted living wage laws and 16
cities without these laws. The study determined that requiring
developers who receive city subsidies to ensure jobs created
offered living wages had no negative impact on em.ployment.2

The study addressed two of the most common criticisms
leveled by opponents against a living wage: (1) that it will
scare away potential developers as well as businesses in
general, and (2) fewer jobs will be created than otherwise would
have been in the absence of a living wage law. In Los Angeles,
the living wage law has not stopped developers from queuing up
for projects involving, for example, the Staples Center or big
box retail outlets such as Costco.?

In addition, the study findings showed that not only does a
living wage have no significant negative impact on employment in
areas which have mandated it for subsidized developers, but it
also doesn’t scare away companies in general due to fears of
having to offer employees higher wages.? In the case of San
Francisco, a living wage mandate for airport workers did not
have an impact on overall employment levels.®

Mayor Bloomberg has consistently opposed a living wage law.
To buttress his arguments, the city spent $1 million for a
report that contends that a living wage law would result in the

loss of thousands of jobs, especially low-skilled jobs. The



report was put out by an organization whose consultant
econcmists have been critical of living wage and minimum wage
laws in the past and have worked against raising the minimum
wage. This is an example of people making $500 an hour - or
whatever outsized fee their consultants were paid - determining
that others should not make $10 an hour.

Also, this report is based on an incorrect minimum wage -
$6 .75 per hour rather than the current $7.25 - and the analysis
does not take into account recent amendments made to the
proposed law, including exempting from coverage businesses with
iess than $1 million in annual revenue.® The real test is the
research conducted on the impact of living wage laws in other
cities which have not produced negative effects on employment.

Because the proposed living wage legislation is only
applicable to those receiving subsidies from the city, we are
not talking about a radical transformation of the city’s labor
market vis-a-vis wages. This legislation would only have impact
for a very small segment of the city’s workforce.

Finally, my own organization’s research - in our annual
survey of New Yorkers, “The Unheard Third 2010”7 - shows that
among full-time working poor New Yorkers, which we define as New
Yorkerg living at oxr below 100 percent of the federal poverty |

level, 30 percent fell behind in rent or mortgage payment in the



past year, 24 percent had their health care costs increase, 20
percent could not afford to £ill a preacription, and 15 percent
had not gotten medical care because of a lack of money or
insurance.’ These are full-time workers.

Couple this with the finding from a second report produced
by my organization which showed that a majority of low-wage
workers do not have on-the-job benefits such as paid sick leave,?®
and it is evident that the city should require wages as well as
benefits be improved for workers on projects which are made
possible by the support of New York City taxpayer dollars.

In addition, without fair wages, costs for basics like food
and health care can easily get passed along to taxpayers when
low-wage workers are forced to seek public benefits such as food
stamps or Medicaid coverage for their children.®’ The result can
be a “double-dip” to taxpayer dollars, first in the form of
developer subsgidies, second in the form of public assistance to

workers paid insufficient wages by subsidized developers.

Other cities have shown that living wage legislation has
created good jobs for low-income workers without slowing
economic growth. It’s time for us to require fair wage
guarantees for jobs created at developments getting public
subgsidies. The Council should pass the Fair Wages for New

Yorkers Act. Thank you.
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The Real Estate Board of New York, Inc. (REBNY) is a broadly based trade association of over

12,000 owners, developers, brokers and real estate professionals active throughout New York City. We
oppose Intro 251-A, which would impose wage mandates in excess of the federal and state minimum
wage on financial assistance recipients and their tenants, contractors and vendors and would have a
negative effect on development and New York City’s economy. While this bilt has the commendable goal
of raising the wages of poor New Yorkers, it would result in substantial job loss for the workers it is
attempting to benefit and the neighborhoods most in need of capital investment, according to a recent
report on living wage legislation commissioned by the city.

Intro 251-A would require all financial assistance recipients and covered employers to pay a “living
wage” for at least 30 years from the time assistance is received and imposes significant compliance,
recordkeeping and reporting requirements both on direct recipients and those who locate in properties
who benefited from such funds. Requirements would apply when a recipient receives financial
assistance of $100,000 or more, inclusive of federal, state and locat funds, for the improvement of real
property, economic development and job retention or growth. Such money would include cash
payments or grants; tax abatements and exemptions, bond financing, tax increment financing, filing fee
waivers, environmental remediation costs, and energy cost reductions.

The City and other government entities provide economic development money in order to decrease the
significant cost of development and the high real estate taxes in New York City to make projects
financially possible. In building new housing units and office space throughout the city, development
projects achieve a significant public policy goal of promoting economic development in neighborhoods
in each of the five boroughs by creating both new construction and permanent jobs and by generating
additional tax revenue. This financial assistance helps overcome the significantly high costs associated
with new construction in the City. Adding living wage requirements as a condition of this funding would
change the economics of these projects . Many of these projects would divert investments to pay for the
increased wages and administrative costs of this requirement. Others would simply no longer happen.
The City’s analysis suggests that $7 billion in investment will not happen, and as many as 33,000 jobs
would no longer be created — hardly a minor impact on the future of the City.

As Kingsbridge Armory project showed, wage mandates are an absolute deterrent to capital investment
and can be the death kneli for development projects. Developers cannot expect potential future tenants
to comply with a living wage requirement if the tenant could locate elsewhere and not be encumbered
with this same requirement. Tenants have no incentive to agree to leases when they would be subject
to wage mandates and increased administrative requirements such as those outlined in Intro 251-A. As a



REAL ESTATE BOARD OF NEW YORK
result, this legislation will cause a decline in development, especially in the other boroughs and upper

Manhattan where jobs are most needed. Instead, developers will choose to do projects in municipalities
that do not impose these regulations.

Additionally, we question how this bill would be implemented and enforced, especially for the initial
recipient of financial assistance. We do not understand how a recipient would be expected to monitor
the payrolls of every tenant, subtenant, contractor and vendor on-site. The significant penalties
associated with non-compliance would be a significant disincentive for individuais to take advantage of
City funding. Furthermore, the sweeping powers delegated to the Comptroiler represent a significant
intrusion into business, and the amount of recordkeeping required, along with the 30-year maintenance
of records would be a costly burden to anyone affected by this bill. Even entities that might be able to
be exempted from the legislation, such as not-for-profits, affordable housing and small businesses with
less than $1 million would still need to maintain records and re-certify their eligibility for the exemption
annuaily — a significant burden on already encumbered organizations.

We question the authority of the City Council to impose living wage requirements on recipients of
financial assistance that was authorized by the state or federal government without these entities
specifically granting the City Council the authority to modify the program

Intro 251-A would also reduce employment of those currently employed. Studies have shown that wage
mandates like the one in 251-A act as a tax on labor and reduces employment most significantly for
workers in the jowest skill percentiles. Rather than helping lift the poorest out of poverty, living wages
can actually increase the problem by leading to additional unemployment among those who find it most
difficult to find new jobs. The City’s study found that the average increase in unemployment among low
skilled workers was 2.2% and generally cancelled out any wage gains among those who did not lose their
jobs.

In conclusion, Intro 251-A is a bill which would harm both the short and long term prospects of the City.
Rather than improving the lot of poor New Yorkers, it would lead to increased unemployment and fewer
jobs, and less private sector capital investment to continue to rebuild our city for the next generation.
We urge the City Council not to pass Intro 251-A.



New York Staffing Association
INT-0251-A: Living Wage Bill

The New York Staffing Association represents the interests of temporary staffing firms, which
are responsible for over 40,000 employees throughout the City and an estimated $1.6 billion in
economic impact. While we understand the well-intentioned reasons behind INT-0251-A, we
are concerned with some of the bill's language because of the potentially harmful and uniquely
adverse impact upon our industry, which plays an active role in the labor market. Therefore, we
would like the temporary staffing industry exempted from the living wage bill

Temporary staffing firms provide a bridge between unemployment, to training, and eventually
full time employment, thereby saving the City from the costs of additional unemployment
benefits. Our employees range from CEOs to secretaries, laborers, and everyone in between, and
each employee receives competitive salaries, benefits, and job skills training. They support or
supplement workforces by providing assistance in distinctive work situations, such as special
assignments or projects, employee absences, skill shortages, and seasonal workloads, and are
customarily reassigned to other organizations when they finish each assignment. Approximately
70% of our workforce ultimately gets a “permanent” job after their period of “temping.” The
remaining employees choose temporary work as a supplement to another job or vocation.

Specifically, we believe that INT-0251-A would sow confusion among both employees and their
temporary staffing firm because of the variation in wages based upon location of assignment, and
whether that location receives City financial assistance to offer the living wage. Depending upon
the worksite’s location, employees could receive one wage on one day and the next day a very
different wage. Administratively, tracking the fluctuation in wages based on the worksite
location presents difficulty with employees who frequently accept many short duration
assignments.

Moreover, ensuring that the employee obtains a written notice about the day’s wage rate at the
work site presents an onerous requirement for our industry, since the worksite can change daily
and the employee will be likely traveling from home to the worksite, and not first stopping at the
temporary staffing firm. Often, jobs are filled outside of normal business hours, thereby making
compliance even more difficult. In addition, the written notice requirement would very likely
mean that the temporary staffing firms would be unable to schedule workers for same day
assignments, which would reduce this source of income for the very workers this legislation
seeks to protect. This risk is heighted due to the requirements of the Wage Theft Protection Act
(NY Labor Law §195.1), which requires temporary employees to be notified of their wage rate
for each assignment prior to the assignment. Varying pay rates due to the status of the
assignment will invariably lead to inadvertent errors and liability under INT-0251-A. Together,
these tracking and notice requirements expose the temporary staffing firm to a private right of
action, and potentially costly litigation, should unintentional errors be made between one
worksite and another.

Our industry historically operates with low profit margins, due to the extensive recruiting,
screening, interviewing and training expenses we incur, and the competitive pay and benefits we
offer.  Additionally, we ensure compliance with all labor laws, and provide worker’s
compensation and unemployment benefits. Our administrative concerns regarding compliance
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with this law might cause temporary staffing firms to freeze hiring in specific industry sectors, or
altogether. Anything that adversely impacts upon the usage of temporary help will necessarily
have a chilling effect on the “bridge” to permanent employment, particularly among lower
paying jobs. Such hiring freezes could result in more workers collecting unemployment benefits,
or the rise of disreputable “fly-by-night” organizations that will seek to fill the void left by
temporary staffing firms. Both will detrimentally impact the City, but the latter, without the
training, benefits and oversight provided by the reputable temporary staffing firms, will be a
large step backwards for the City’s workforce.

An exemption for the temporary staffing industry from this legislation will allow our industry to
continue providing jobs for the very workers INT-0251-A seeks to protect. In addition, the
impact on the City’s overall workforce of such an exemption will be small and short lived, given
the large percentage of temporary workers who ultimately get permanent jobs after starting as
temporaries. Therefore, we respectfully suggest the following amendments to INT-0251-A to
exempt the temporary staffing industry:

e Inserted language is underlined and bolded: like this
o Deleted language is in strikethrough font: like-this

1) Definition “Continuous” — If an employee is on the payroll for an
uninterrupted specific period of time, they are working continuously for that
employer for that time. If an employee works for a three month period in the
summer, returns to college, and then later comes back to work for one month
for the same employer in the winter, their return to college would interrupt
their continuity with the employer. This temporal element is an important
distinction for the seasonal nature of many industries that increase temporary
hiring during the summer and winter months.

[See inserted b. 4. “Continuous™] :
“Continuous” means a period of compensated employment that is marked by an
uninterrupted duration. except for weekends, holidays, or previously scheduled days off,

2) Definition of “Covered Employer” — Remove the inclusion of temporary
services or staffing agencies, and specifically exempt temporary services or
staffing agencies from the bill.

3) Accrual - INT-0251-A starts accrual after an employee works on the premises
of the financial assistance recipient, or the real property, for only 30 days.
Like other benefits, we believe that a longer timeframe for accrual should be
incorporated, such as 180 continuous work days per employee.

[See deleted and inserted § 1 b (9)(d)].
'§ 1b(9) d. d) Any person or entity that contracts or subcontracts with a financial assistance
recipient to perform work for a period of more than thirty one hundred eighty days on the
premises of the financial assistance recipient or, on the premises of property improved or
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developed with financial assistance, including but not limited to temperaryserviees-or-staffing
ageneies; food service contractors, and other on-site service contractors.

4) Definition of “Employee” — Remove the inclusion of temporary, temporary
services, staffing or employment agency, or similar entity. In addition, the
wage should only be required if the employee actually performs work at the
covered location for more than one hundred eighty davs, not just if their
employer is in a covered location.

[See deleted and inserted § 1 b (11)].
§ 1b (11). "Employee" means any person employed by a covered employer to_perform work

within the city of New York. This definition includes persons performing work on a full-time,
part-time, temperary, or seasonal basis, and includes employees, independent contractors, and
contmgent or contracted workers, whose pavroll is Qald bv the covered emplover, meL&d-ng

emp}eymeﬂt—ageneyuer—sm}ﬂar—eﬁaﬁ Prov1ded however that 1f the ﬁnanmal ass1stance is

targeted to particular real property, then only persons employed by a covered employer to
perform work at the real property to which the financial assistance pertains shall be deemed
employees. Provided, however, that if the financial assistance is targeted to particular real
property, then only persons employed by a covered emplover to perform work at the real
property, for more than one hundred eighty days, to which the financial assistance pertains,
shall be deemed employees.

5) Specific Exemption for Temporary Services or Staffing Agencies — In
addition to the enumerated exemptions for small businesses, not-for-profit
organizations, and affordable housing exemptions, we are respectfully
requesting an exemption for the temporary services industry.

[See inserted d. 5.]
5. Anv temporary services firm or staffing service whose business consists primarily of

recruiting and hiring its own employees and assigning them to other organizations to
support or supplement their workforces. or to provide assistance in special work situations
such as emplovee absences, skill shortages, and seasonal workloads, or to perform special
assignments or projects, and that customarily attempts to reassign the emplovees to other
customers when they finish each assignment.

6) Notice location — Since the temporary staffing industry hires employees at
their worksite but places them to work at other work sites, it is difficult to
ensure compliance with notice and posting requirements at other work sites.
Therefore, we would like to require that the posters are placed in the
employer’s place of business. In addition, the requirement of providing a
written notice on top of the posted notice seems unworkable, burdensome and
a waste of paper. For temporary employees, this would require a written
notice at the start of cach assignment which would be impossible to provide
because employees are dispatched from home to the worksite.
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[See deleted and inserted § 1 e (1)].

e. 1. No later than the day on which any work begins at a work site subject to the requirements of
this section, a covered employer shall post in a prominent and accessible place at every-worksite
the employer’s work site and-provide-cach-employee-a-copy-of a wiitten notice, prepared by the
comptroller, detailing the wages, benefits, and other protections to which employees are entitled
under this section. Such notice shall also provide the name, address and telephone number of the
comptroller and a statement advising employees that if they have been paid less than the living
wage rate, they may notify the comptroller to request an investigation.

7) Notice Language - Additionally, the notice and posting requirement of
determining the languages of ten percent of the employees are not only
burdensome, but also very likely an illegal inquiry pertaining to national
origin, Instead, we favor a simpler notice and posting requirement, which
would place posters at the employer’s place of business in English, and make
them available from the comptroller in every other language upon request.
Alternatively, employers could comply by attesting that all wage policies and
procedures are accessible through their Human Resources department via
handbooks, manuals, or their own websites.

[See deleted and inserted § 1 e (1)].

Such notices shall be provided in English, Spanish;and-otherlanguag 56
more—of-a—covered-employer’s—employees—and shall be avallable upon request from the
Comptroller in any other language. The comptroller shall provide the city with sample written
notices explaining the rights of employees and covered employers' obligations under this section,
and the city shall in turn provide those wsitten notices to covered employers.

8) Implementations and reporting. It should be clear that covered employees
are those that are working on the premises of the real property, which is
particularly important to the temporary staffing industry that hires employees
and then places them in other organizations for specific and limited
assignments.

[See deleted and inserted § 1 £ (4)].

Every financial assistance agreement shall contain provisions: a. Obligating the financial
assistance recipient to guarantee that all covered employees operating on their premises or on the
real property, improved or developed with financial assistance will pay their employees working
on such real property no less than a living wage, and comply with all other requirements of this
section;
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[See deleted and inserted § 1 f (5)].

5. Each financial assistance recipient shall provide to the comptroller and the city or the city
economic development entity that approved or awarded the financial assistance an annual
certification, executed under penalty of perjury, stating that all of its employees and all other
employees employed by covered employers working on its premises or on the property to which
the financial assistance pertains are paid no less than a living wage, and providing the names,
addresses and telephone numbers of such additional covered employers operating on its premises
or on said property. Where the financial assistance applies only to certain property, such
statement shall be required only for the employees employed working on such property. The
statement shall be certified by the chief executive or chief financial officer of the covered
employer, or the designee of any such person, and shall be made a part of the award, grant or
assistance agreement. Where there are multiple covered employers operating on the premises of
a financial assistance recipient or associated with a property to which the financial assistance
pertains, each covered employer shall, prior to commencing work at such premises, provide a
statement certifying that all the employees empleyed working on that property are paid no less
than a living wage. A violation of any provision of the certified statement shall constitute a
muaterial violation of the conditions of the financial assistance agreement. Such certification shall
also include copies of records indicating the days and hours worked, and the wages paid and
benefits provided to each employee. The city agency or city economic development entity
approving or awarding the financial assistance shall maintain this information and make it
available for public inspection.

For questions, please contact:
Matthew N. Greller, Esq.

Bolton St. Johns, LLC

Email: greller@boltonstjohns.com

Cell: 917 345 0005
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By Dr. Deepak Das
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Good afternoon. My name is Dr. Deepak Das. | am a resident physician at Jacobi Medical
Center in the Bronx. Today I am speaking on behalf of the Committee of Interns and
Residents, which represents 6,000 physicians working in safety-net hospitals throughout the
city.

You have heard about the economic benefits of a Living Wage, but this is not just an issue
confined to dollars and cents. I come before you as a physician to inform you that a serious
health hazard 1s at stake if we do not take action now.

This danger arises from the basics of human survival, namely: the food we eat and the
exercise we do. This foundation for human health and human life is at risk now.

The current “food pyramid” (USDA and HHS) recommends that the average American man
consume at least 3 full cups of vegetables to meet his basic daily nutritional quota. I told this
to my patient Jorge, a roofer, after his emergent surgery. He replied, “Doc, at my local
grocery store it costs me $3.50 just to get 1 Y2 green peppers. How am I supposed to afford
that?”

I calculated that a complete diet for him would be $14 a day, or two full hours of wages. This
didn’t even include his child. I checked the USDA website to determine if he was eligible for
food stamps. With his annual salary of $14,500 and one child, I found that he was not. It is
shocking that our current minimum wage is inadequate to support the basic USDA nutritional
requirements.

What about exercise? The American Heart Association recommends at least 30 minutes of
rigorous activity per day for basic heart health. But if a gym membership costs 45 dollars a
month—mnearly an entire day of wages—how can I justify that expense over the school
supplies for their children, or the medications they need?

Those without health insurance, like Jorge, tend to wait until their condition is an expensive
emergency to get medical attention. This costs the city, the state, and the federal government
money in charity care. The health benefit component of this bill is essential; focusing on the
bottom line at the expense of the health of workers is costly to the city, the patient and the
employer who suffers lost days of productivity.

520 Eighth Avenue, Suite 1200, New York, NY 10018
Phone: (212) 356-8100  Fax: (212)356-8111  E-mail: info@cirseiu.org  httpi/Awww.cirseiu.org



A Living Wage addresses the basic health survival for the neediest of our hardworking
citizens. It doesn’t cost much to stabilize these families. It is not only the right thing to do; it
is the intelligent thing to do.

1 thank you for your time today, and hope you agree.

For more information or to request an interview, please contact
Heather Appel, CIR Communications Director, 212-356-8100
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. Executive Summary

Charles River Associates (CRA) studied the impact of the living wage mandate proposed in New
York City NYC) (Int. 251-2010). We compiled comprehensive information on living wage
laws in other cities, updated analyses to 2009, and simulated the impacts for NYC of the
adoption of a typical living wage mandate which included coverage of recipients of business
(financial)} assistance from NYC. Our report includes two primary sections: the first presents
our model simulations on the impact of the proposed mandate on real estate development in New
York City. The second documents our findings for direct wage, employment, poverty and

income assistance programs.

We conclude that the employment losses that could result from a decline in real estate
investment in response to the living wage mandate are significant and differ throughout the

Boroughs. These losses impact employees at all wage levels. Specifically:

s The costs of complying with the wage mandates, and the impacts on future development,
are highest for development projects located outside of Manhattan. Even though the val-
ue of financial assistance typically is higher for projects located outside of Manhattan,
this is not sufficient to outweigh the added costs.

m  Our estimates suggest that approximately 33 percent of retail projects located in the Outer
Boroughs, compared to approximately 24 percent of office projects located in Manhattan,
would not proceed under current economic conditions as a result of the costs imposed by
living wage mandates.

m The lower level of commercial development is associated with approximately 33 thou-
sand jobs per year (at all levels of compensation), based on employment in 2006-2008 at

sites with at least $100,000 in assistance in at least one year.

The simulated direct labor market effects on NYC workers earning less than $10 per hour should
be interpreted as labor market and household income effects from the enactment of a “typical”
business assistance living wage mandate that is found in other cities where living wage laws

have been enacted. The results are as follows:

[
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m  Among workers eaming less than $10 per hour Citywide, the wage mandates would
subtract or add $0.01 to $0.02 to average wages once employment losses are taken into
account. Depending on the breadth of coverage, between 6,000 and 13,000 NYC resi-
dents would not be employed as a result of the enactment of living wage mandates. Be-
tween 1 percent (34,000) and 2 percent (62,000) of workers would receive average wage
gains ranging from $1.65 to $1.67 per hour.

m Using the NYC poverty threshold published by the NYC Center for Economic Oppor-
tunity (CEQ) in their March 2011 working paper, the simulations suggest that the wage
mandates would decrease the fraction of households in poverty by between 0.01 and 0.02
percentage points. At the same time, the employment losses increase the fraction of
households in extreme poverty (with earnings less than half of the NYC CEO poverty
line) by between 0.05 and 0.12 percentage points.

Overall, the results show that while the number of workers receiving wage increases is higher
than the number of workers experiencing job losses, the aggregate effect on the distribution of
income is negligible. In other words, the simulations suggest that a living wage mandate should
be understood as a redistributive policy where income losses for low skill-workers due to lower
employment offset the income gains to low-skill workers due to higher wages. For this proposed
legislation there are wider effects due to reduced real estate development and lost job opportuni-

ties at all levels.

. Scope of Project

CRA was retained by the New York City Economic Development Corporation (NYCEDC) to
undertake a comprehensive review and analysis of the economic impacts of living wage
mandates. We were asked to examine the economic impact these living wage laws have had on
labor markets and real estate development in other cities where the laws have been implemented,
as well as the potential economic impact of the proposed living wage legislation on New York

City (NYC) residents and NYC real estate development.

The scope of CRA’s research was concentrated on five broad areas established in consultation
with NYCEDC staff:
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1) a review of the existing research on the impacts of living wage laws on labor market and real
estate development outcomes, including a review of “before-and-after” studies and “impact”
studies. This review provides perhaps the most comprehensive and current summary of research

on living wages to date;

2) a review and catalog of living wage laws currently in effect in other U.S. cities. This review
provides a comprehensive view of the breadth and depth of living wage adoption across the U.S.
and, in particular, highlights the wide variation in types of living wage legislation (or ordinances)

and the extent of coverage;

3) an analysis of the impacts observed from implementation of living wage laws in other U.S.
cities. This analysis provides a baseline against which to assess the impacts of “typical™ living

wage legislative changes;

4) the development of a model to estimate the impacts of the living wage laws on real estate
investment and development and the associated impacts on employment. This model utilizes

specifics of the proposed living wage legislation and the New York real estate markets;
and, finally,

5) a simulation of the impacts of the proposed living wage on labor market outcomes and real
estate development. This simulation combines the preceding elements and allows for an
assessment of the likely impacts on employment, wages, and economic development investment

levels.

For the project, CRA enlisted leading scholars in the ficlds of labor and real estate economics.
The team responsible for the research included CRA Vice Presidents Dr. Marsha Courchane and
Dr. Matthew Thompson, Dr. David Neumark (Professor, University of California-Irvine), Dr.
Timothy Riddiough (Professor, University of Wisconsin-Madison), and Dr. Anthony Yezer
(Professor, George Washington University). Dr. Neumark is a leading researcher in labor
economics and has done some of the pioneering work on the labor market and poverty impacts of
living wage laws. Dr. Riddiough is a past Chair of the Real Estate and Urban Land Economics

department at the University of Wisconsin-Madison and the incoming President of the American
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Real Estate and Urban Economics Association. Dr. Yezer is the Director of the Center for
Economic Research at George Washington University and is one of the leading researchers in
regional and urban economics. The team also solicited the participation of Dr. Daniel
Hamermesh (Professor, University of Texas-Austin) to review the labor economics part of the
report. Dr. Hamermesh is a Fellow of the Econometric Society, a research associate of the
National Bureau of Economic Research, and a past President of the Society of Labor Econo-
mists. He authored Labor Demand, The Economics of Work and Pay, and a wide array of articles
in labor economics. Dr. Riddiough, in addition to consulting throughout the process, also acts as

reviewer of the final report, with an emphasis on the real estate section.

One important component of the research summarized here, which will be detailed in the full
report, is the specific living wage mandate proposed for New York City. In particular, the draft
legislation informs the determinatioh of the parameters under which the simulations are
conducted and this affects the measurement of the impacts on city residents and real estate
development investment. The analyses summarized here were developed based on Int. No. 251-
2010, a proposed administrative code amendment to local law. In the NYC specific proposal, the
mandate includes coverage for recipients of “financial assistance.” In other studies and other

cities this is usually referred to as a “business assistance living wage” mandate.

Recently, an amendment was made to the proposed law (as Int. No. 251-A) that would exempt
from coverage certain otherwise covered employers including small businesses with less than $1
million in annual revenue, projects with more than 75 percent of residential housing units
classified as affordable housing, and non-profits. Because it would not affect a developer’s
decision whether or not to move forward with a project, these changes would not impact the
analysis of real estate development and the conclusions which flow from that analysis. The
omission of affordable housing investments and not-for-profit employee coverage had already

been factored into the models.

To the extent that this proposal would reduce the number of workers potentially subject to the
living wage legislation, fewer low-wage individuals would be expected receive the higher living

wage rate and fewer low-wage individuals would be expected to experience job loss. The impact
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of the revised proposed law should be interpreted in context of the “higher” coverage and

“lower” coverage alternatives summarized here and to be detailed in the full report.

Key Findings: Living Wage Mandates in Other U.S. Cities

The study documents that: a) living wage mandates are found in many cities within the 100
largest metropolitan areas; b) considerable variation exists in the characteristics of living wage
legislation, including coverage of “contractors” and recipients of “business assistance”; and c)

the NYC proposal significantly differs from laws enacted elsewhere on some key dimensions.
3.1 A Survey of Living Wage Mandates in Other Cities

For evidence of living wage laws, we examine 113 cities found in the top 100 most-populated
metropolitan areas as of the 2000 Census. These metropolitan areas include most major cities in
the U.S. such as New York City, Los Angeles, Boston, Chicago and Washington, DC, among
others. Through our research, we identified 42 cities that had some type of living wage law in
2009, and for these cities we collected detailed information on the laws. Many of these laws
have some characteristics that are similar to the law proposed for NYC. However, there are also
some unique differences with the proposed law in NYC, particularly with respect to monitoring
costs and penalties, making the proposed legislation the most extensive to date in any city that

has been studied.

We also collect detailed, historica! information on living wage laws for the 39 cities with living
wage laws that are included in our empirical analyses (For some of the poverty analyses we use a
broader set of cities; a total of 79 cities including those that have no living wage law.). The
empirical analysis is done with individual-level data. However, as explained in the full report,
the analysis requires the estimation of deciles and other percentiles of the wage distribution by
metropolitan statistical arca and consolidated metropolitan statistical area (MSA/CMSA), by
month, and by year. To ensure a reasonable level of accuracy in doing this, we require that an
MSA/CMSA had at least 50 observations of individuals age 16-70 in all months of the sample
period from 1996 —2009.
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Because they are not the focus of our study, the full report will only briefly highlight differences
between other types of wage floors (prevailing wages, and minimum wages) and living wage

mandates.
3.2 Overview of Proposed NYC Legislation

The proposed living wage ordinance covers all workers employed by a covered employer,
whether as an employee or a contractor, including those covered due to their status as recipients
of financial assistance with a value of $100,000 (over the lifetime of a project) or more from the
city. Coverage is mandated when the assistance provided is fof the improvement or development
of real property, economic development, job retention and growth, or other similar purposes, and
is provided either directly by the city, or indirectly by a city economic development entity and is
in whole or in part at the expense of the city. In some of the estimates in our study, we use a
$100,000 threshold in a single year which leads to smaller estimated impacts. Coverage of

projects with $100,000 throughout the lifetime of a project would be more extensive.

The definition of financial assistance includes, but is not limited to, cash payments or grants,
bond financing, tax abatements or exemptions. In the proposed living wage mandate, covered
employees include not only those employed or contracted with by the financial assistance
recipients directly, but also any employee of a “tenant, sub-tenant, leaseholder or subleaseholder
who occupies real property that is improved or developed with financial assistance.” As such, the
living wage ordinance proposed for NYC differs from that in other cities, particularly in terms of
its transference of liability from only employers to the developers, landlords or owners of

buildings that receive financial assistance.

In addition to requiring monitoring of their own employees, the living wage proposal requires
developers to certify that no tenant or contractor on the premises violated the living wage. This
would require extensive monitoring, examination of payroll records, and would, seemingly,
require the means to take action against the tenant, contractor, or subleaseholder if such a
violation occurred. The penalties for non-compliance, as stated currently, are severe. For two
violations within a six-year period, where the financial assistance recipient willingly failed to
ensure compliance, they may become ineligible for assistance for five years after the second

violation. If the Comptroller does not take other action, a recommendation can be made that the
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“city or the city economic development entity that approved the project or awarded the financial
assistance shall take such actions as may be appropriate and provided for by law, rule, or
contract, including, but not limited to: declaring the financial assistance recipient in default of the
financial assistance agreement; imposing sanctions; or recovering the financial assistance
disbursed or provided, including but not limited to requiring repayment of any taxes or interest

abated or deferred.”

It is not clear how “willingly failed to ensure” would be interpreted or why or when the
Comptroller would take this action, but it poses a clear risk that for any two violations in a six-
year period, the entire financial assistance subsidy, including the funds already received, would

be placed at risk.

. Key Findings: The Real Estate Market

This section reports the study’s key findings on the impact of the living wage mandates proposed
in NYC on the volume of investment for economic development and the implications for
employment. In deriving our results, we adhere to the extent possible to the specific provisions
of the NYC legislative proposal. Our analysis is based on real property tax abatements for
investments in commercial real estate because they account for the majority of employment
potentially covered by the mandates and represent a sizable share of tax expenditures for

economic development in NYC.

The results presented indicate the extent to which the wage mandates proposed in NYC represent
a cost imposed on real estate investments in terms of the volume of development and the impacts
on employment. It also provides information on the types and locations of investments most

likely to be affected.
4.1 Summary of findings

The first set of results focus on the effects that the NYC living wage mandates would have on
future real estate investments for six prototypical development projects located throughout the

city. The second set of results focus on the implication for employment and wages. In either
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case, the effects would emerge slowly over time because coverage is restricted to new recipients

or renewals of business assistance.

4.1.1 Real estate investment impacts

Our analyses indicate that the monitoring costs and contingencies required for financing projects
that result from imposition of the proposed wage mandates would almost always exceed the
value of financial assistance. Therefore, some investments that would have previously gone
forward with financial assistance would no longer be financially feasible. The reduction in real
estate investment would be concentrated outside of the central business districts located in
Manhattan. Only the investments remaining financially feasible without assistance would be

likely to proceed, if still competitive relative to other geographic locations.

4.1.2  Employment and wage impacts

As a result of diminished real estate investment, aggregate employment in NYC is likely to
decline. Such job losses are spread among workers at all levels of compensation and wages. At
the same time, real estate investments remaining competitive and financially feasible would opt
out of financial assistance to avoid coverage by the mandates. The results of the simulations
show that the estimated impact of the proposed living wage mandates is to reduce aggregate
employment without raising the wages of low-skill workers as development is either curtailed or
moves forward without the financial assistance that would impose living wage coverage

requirements.

4.1.3  Key findings

The key findings of the real estate analysis are as follows:

1. The costs of complying with the wage mandates are highest for development projects located
outside of Manhattan. Even though the value of financial assistance typically is higher for

projects located outside of Manhattan, this is not sufficient to outweigh the added costs.

For instance, based on our summary of net returns, a typical retail project located outside
Manhattan would receive slightly more than $60 in financial assistance per square foot but would

bear costs of slightly over $100 per square foot associated with the living wage mandate. In
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contrast, an office renovation project in Midtown Manhattan would receive $13 in financial
assistance but the additional costs imposed would be about $17 per square foot. The higher
retail costs outside Manhattan flow from both the higher expected numbers of employees that
would be subject to the living wage and from higher search costs to find tenants willing to

comply with living wage mandates.

2. The impact on future development is expected to be highest outside of Manhattan’s central
business districts. Our baseline estimates suggest that approximately 33 percent of retail projects
located in the QOuter Boroughs would not proceed under cutrent economic conditions as result of
the costs imposed by living wage mandates compared to approximately 24 percent of office

projects located in Manhattan.

3. As a result of lower investment, commercial development that does not proceed, but that
would otherwise have gone forward absent the living wage mandate, is associated with
approximately 33 thousand jobs per year (at all levels of compensation), based on employment in

2006-2008 at sites with at least $100,000 in assistance in at least one year.
4.2 The Real Estate Literature

Unlike the labor economics literature, there has been little, if any, attention paid to the impacts
on real estate investment and development due to living wage mandates. There is no database
constructed from other cities to inform the real estate analyses. This required that the approach
taken be firmly based on the evidence from the economic development literature and from a

sound theoretical model.

Before analyzing proposed changes to current economic development programs in NYC, we
examined the rationale for the current efforts to encourage real estate development in the city. In
particular, it is instructive to draw lessons from three different areas of the academic literature.
First, Wheaton, Baranski, and Templeton (2009) have constructed a repeat sales commercial
property price index for Manhattan covering the entire 20th century. They find that real estate
income and value, while bearing considerable risk and volatility, does little more than keep pace
with long-run inflation. Given their findings, financial assistance may be needed to encourage

investment.
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Second, Haughwout, Inman, Craig, and Luce (2004) have estimated a model which implies that
commercial property tax rates in the City are higher than the rate at which property tax revenue
would be maximized. In fact, our theoretical models, following a method proposed by
McDonald (2008) confirm these estimates. It appears that effective commercial property tax
rates in the City are sufficiently high that they act as a major impediment to further real estate
development. This has been borne out elsewhere. In a major study of Chicago, Dye, McGuire,
and Merriman (2001) find that higher property tax rates in the city result in significantly slower

growth rates for employment, as well as commercial and industrial property.

Third, there is an academic literature on the economic effects of tax abatement programs which
suggests that these efforts are effective in encouraging additional real estate investment. NYC is
in competition with other large cities and particularly with neighboring jurisdictions that provide
significant financial incentives to attract new development or lure existing enterprises to relocate.
Therefore, current programs to encourage real estate development in NYC, primarily through
temporary propeity tax abatement, should be viewed as an attempt to offset both the high rate of
effective property taxation on commercial property and the incentives offered by surrounding
jurisdictions — in other words, to create a level playing field for investment and job creation in

NYC.
4.3  Our Approach

The current living wage proposal for NYC imposes wage floors, reporting requirements, and
potential sanctions on developers and owners of buildings receiving temporary tax abatements
and/or other forms of assistance. Developers can avoid coverage by declining financial
assistance. The mandate proposed raises the cost of real estate development in NYC and
diminishes the attractiveness of current development support in NYC compared to what is
offered in other areas that lack, or have less stringent, living wage mandates. Accordingly, the
NYC proposed mandate will tend to lower development and associated job creation in the same

manner as would a reduction in the size or period of temporary tax abatements.

We provide estimates of the likely magnitude of that attenuation. A number of separate steps
were involved in the construction of these estimates. First, we developed a formal model of the

real estate development decision. Second, we developed prototypical (pro forma) models that
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allowed for the consideration of guidelines for the current Industrial and Commercial Abatement
Program (ICAP). We calibrate inputs to the pro formas from a wide variety of publicly and
privately available sources. When possible, we identified multiple sources to support each
calibration decision. Given that ICAP treats development projects differently based on property
type and location, we built significant flexibility into this model. Third, we modified the pro
forma models to account for estimates of the costs from compliance with the living wage
including reporting requirements, wage costs, and potential penalties. This phase involved
significant modification of standard real estate models and consideration of the fraction of

workers likely affected based on development type and location.

Based on these theoretical models, three pro formas were developed for each property type and
location studied: office renovations and gut renovations in Midtown and Downtown Manhattan,
office new construction in the Outer Boroughs, and retail new construction in the Outer
Boroughs. Renovations reflect a renovation from a Class B office building upgraded to become
a Class A office building. For the gut renovations, we assume the existing office building to
have very low rents relative to the remodeled building, with construction efforts being similar to
new construction and resulting in a significant increase in square footage from 250,000 to one
million. As shown in the full report, these property types in these locations comprised around 60
percent of projects with financial assistance (based on historical Industrial and Commercial

Incentive Program (ICIP) information).

From these pro formas, we compute the net return to development in the absence of ICAP, with
ICAP provisions as currently defined, and with ICAP and the projected living wage costs
imposed. CRA based the value of each development proposal on the discounted present value

of net operating income over the next thirty years less costs of construction.

The economic development effects of the proposed living wage proposal fall into one of four

categories:

1) Projects that would be developed with ICAP continue to be developed with ICAP and living
wage coverage because their net valuation is both positive and higher under ICAP and living

wage coverage than in the absence of ICAP.
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2) Projects that would be developed under ICAP are substantially modified but still developed
with ICAP and living wage coverage because their net valuation with modification is both
positive and greater than in the absence of ICAP.

3) Projects that would have been developed with ICAP assistance are developed but without
ICAP assistance because their net value in the absence of I[CAP is both positive and greater
than it would be with ICAP assistance but with living wage coverage.

4) Projects that would have been developed with ICAP because they had a positive valuation
are abandoned because their value without ICAP or with ICAP but living wage coverage is

negative.

Another possibility is that the project has negative net value under all three alternatives and
would not be undertaken. The fact that such projects are abandoned has nothing to do with the
living wage proposal because they are not financially attractive under any alternative, even with

ICAP assistance.
4.4 Analysis of Real Estate Development lmpacté

We analyze the potential impacts of living wage legislation on commercial development activity
and the associated impact on employment levels. While living wage floors may yield financial
benefits for some workers employed at covered sites, it also imposes costs to those investing or
contemplating investment in New York City development and of the jobs that might have been
created by those investments. Direct costs to development include charges associated with rent
discounts because of increased wages, increased operating expenses related to reporting and
monitoring requirements, and higher costs of capital connected with potential loss of either or
both rental revenue and tax abatements. The impacts we measure are conservative in two
respects.  First, the analysis predominantly considers direct effects, and does not measure
spillover effects, such as the impact on construction jobs, or welfare effects. Second, we
measure only impacts from office and retail development, and do not consider impacts from

hotel or industrial development. We discuss our three main conclusions, in turn, below.

m  Costs associated with the NYC living wage mandate tend to offset the current value

provided by financial assistance.
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As mentioned above, the effects of the living wage proposal on real estate development projects
fall into one of four categories: (1) Projects that would be continued to be developed with
financial assistance even with living wage coverage; (2) Projects that would be developed, albeit
with substantial modification, with financial assistance and living wage coverage; (3) Projects
that would have been developed with financial assistance are developed, but without financial
assistance; and (4) Projects that would have been developed with financial assistance are
abandoned. Our models indicate that costs associated with the living wage provision tend to
negate the benefits provided by financial assistance. This implies that under the proposed living
wage mandate for NYC, most projects will fall into the latter two categories, resulting in
development without financial assistance (and hence without increases in wages of low-wage
workers) and reduced investment and associated job losses, particularly in the Outer Boroughs

where financial assistance would otherwise be required.

For this study, perhaps more important than the magnitude of the net return is the relationship
between development without ICAP, with ICAP, and with ICAP and living wage coverage
mandated. Table 1 includes a summary of the “development strategy” implied by the real estate
models by comparing net return among the three scenarios. It is important to note that these
results are based on an average, “base” building in each of these areas, using 2010 estimates for
many economic conditions, and do not represent the profitability of all development in these
arcas. Our full report will include extensive robustness checks that allow for variance in key
inputs and assumptions. Although we find that the profitability and net return vary substantially
under different sensitivity analyses, a common ordering persists: development with financial
assistance (IC) is preferred to development without financial assistance (No IC), which is

preferred to development with financial assistance and living wage coverage (IC+LW).
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Table 1: Development Strategy by Area and Type of Development

Development Strategy
Area/Type Development IC =1ICAP
LW =Living Wage
Renovation 0>1C>No IC > IC+LW
Midtown Office e
Gut Renovation IC>NoIC>IC+HLW >0
Renovation 0>IC>NoIC>IC+LW
Downtown Office R R A
| Gut Renovation 0>1C>NoIC>IC+HLW
Outer Boroughs Office New Construction 0>1C>No IC> IC+LW
Outer Boroughs Retail New Construction 0>IC>NoIC>IC+LW

Results of the pro forma models indicate that responses (3) and (4) predominate, even after
varying a number of key inputs and assumptions. The general reason for this result is that the
costs associated with the living wage proposal would negate the advantages of current [CAP
property tax abatement. This may lead to a fall in development undertaken in NYC. Some
projects would still be undertaken under alternative (3), without financial assistance. However,
because this development occurs in the absence of assistance, these projects would not be subject
to living wage coverage, and would therefore not benefit low-wage workers. In Table 1, the only
projects that would be viable are those for gut renovations in Midtown Office buildings. In the
model, when we allow for variance in rent or construction costs, among others, other projects

such as Midtown renovations and Outer Boroughs retail also would be profitable.
4.5 Real Estate Development Implications for Employment

The living wage mandate is likely to have, as it is currently proposed, important implications for
employment through its effects on real estate development. There are two potential direct
effects to employment because of real estate development considerations. First, some projects
that would have been developed with financial assistance will be developed, but without
financial assistance. The increased costs of development without financial assistance may have
some distortionary effects on tenant mix and rents which may generate employment loss. As

well, tenants in these buildings will not be covered by the living wage.
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Second, the real estate models indicate that some projects that would have been developed with
financial assistance do not go forward at all, because they are not financially viable without
financial assistance, but the additional costs associated with the living wage mandate render the
projects not viable even with financial assistance. This can lead to job loss in NYC if employers,

who would have otherwise occupied these buildings, no longer locate in NYC.

We undertake a number of strategies to estimate potential employment effects. Based on the pro
forma models, we calculate “break-even” rents, defined as the minimum rent required for the
modeled project to be profitable, holding other assumptions and inputs constant. We then
compare these break-even rents against distributions of observed rents from multiple sources to
estimate potential employment foss based on the expected feasibility of projects, given current
economic conditions for each property type and location studied. In a second method, we focus
specifically on projects that received financial assistance in the past and calculate potential
employment effects based on a reduction in buildings developed with financial assistance.
Because our models indicate that, based on current economic conditions, office development in
Downtown Manhattan and the Quter Boroughs will be limited, our analysis is focused on

Midtown Manhattan office and Outer Boroughs retail establishments.

We use data from the Quarterly Census of Employment and Wages (QCEW) for 2006-2008 to
estimate total employment in buildings for each property type and location studied. Over the
entire 2006-2008 time period, we observe a total of approximately 1.8 million workers in
Midtown office buildings, with about 260,000 in buildings that received financial assistance
greater than $100,000 (such a group of buildings would be covered under the proposed living
wage legislation). In Outer Boroughs retail establishments and over the same time period, we
observe a tota! of around 560,000 workers, with almost 110,000 in buildings that received
financial assistance greater than $100,000. We estimate that commercial development that does
not proceed because of the potential costs from the imposition of the living wage mandate could
be associated with 33,000 to 100,000 jobs across all compensation levels. If this employment

does not shift to other locations in NYC, this represents a direct loss of employment per year.
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4.6 A Tradeoff between Benefits and Costs

Our second conclusion focuses on the tradeoff between the benefits to some workers compared

to the costs to developers.

= Benefit/cost ratios of the living wage proposal for development projects that are
likely to be undertaken are very low, while development projects with higher bene-

fit/cost ratios are unlikely to go forward.

A primary tool for evaluating a proposed policy change is through the use of cost-benefit
analysis. In this study, we compute a direct benefit/cost ratio by comparing the direct benefits of
increased wages of workers covered by the living wage to the costs to developers of complying
with the living wage mandate, as measured by the change in their net returns from investing in
projects with or without the living wage mandate. There is a substantial range in the benefit/cost
ratios across development types and locations ranging from a low of 0.05 to a high of 0.96. The
development projects that have are likely to be profitable under the living wage mandate have
very low benefit/cost ratios (Midtown Office gut renovations) while those with higher benefit
cost ratios (Outer Borough Retail) are unlikely to proceed. In the full study, the robustness
checks indicate that in good economic conditions, some Midtown Office and Quter Borough
retail development would occur but downtown office or Outer Borough office development is
unlikely to occur. Midtown gut renovations would most likely continue to take place. Under the
living wage mandate in NYC, the low-wage workers most likely to benefit would be employed
in the locations and the types of buildings that have, historically, benefited from financial
assistance. If those projects do not proceed, then there are few workers who will benefit and
many that may be harmed when the employment opportunities that would otherwise materialize

are forgone.

In the analysis, we consider the wage increases to low-wage workers to be the measure of
benefits, and the cost measure to be the difference in the value of the project with financial
assistance compared to the value of the project with financial assistance and mandated living
wage coverage. This calculation includes only direct benefits and costs and does not consider
any indirect benefits or costs associated with the legislation, although many may exist. Table 2

includes a summary of these benefit/cost ratios. Two results are apparent from the table. First,
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there is a substantial range in the benefit/cost ratio across development types. The benefit/cost
ratio is “very low” (less than 0.1) for some classes of projects such as Midtown gut renovations
and Downtown gut renovations. The ratio is “low” (0.2 to 0.7) for other classes of projects
including Outer Boroughs office and retail and Midtown renovations. Downtown Manhattan
renovations have a benefit/cost ratio of almost 1, in large part because foregone financial
assistance benefits are relatively small per square foot in the base model. Second, some of the
projects that are most likely to overcome the cost hurdles imposed by the mandate are precisely
the projects for which the benefit/cost ratio is very low. For example, the Midtown Office gut
renovation, indicated in Table 2 as the type of project most likely to continue, has the lowest

ratio of benefits to costs.

Table 2: Benefit/Cost Ratio by Area and Type of Development

Wage
Increases to Difference in | Benefit/Cost
Area/Type Development o
Low-wage Project Value Ratio
Workers
Renovation 3.54 -17.15 0.21
Midtown Office i e
Gut Renovation 3.31 -60.39 0.05
Renovation 4.66 -4.86 0.96
Downtown Office I e e
Gut Renovation 4.19 -45.34 0.09
Outer Boroughs Office New Construction 34.18 -70.00 0.49
Outer Boroughs Retail New Construction 67.18 -102.45 0.66

4.7 Location of Investment and Job Creation

A third conclusion derived from the real estate analysis compares the economic impact of the

imposition of a living wage mandate to the loss of development funding for NYC.
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m  The living wage proposal will tend to lower development in NYC in a manner
similar to that observed from reducing the size or period of temporary tax abate-

ments.

As mentioned, current programs that encourage real estate development in NYC, primarily
through temporary property tax abatement, should be viewed as an attempt to offset the high rate
of effective property tax on commercial property and incentives offered by surrounding
Jurisdictions. The current programs are targeted to vary by location in NYC and by the type of
real estate development (office, retail, hotel or industrial). Costs imposed by the current living
wage proposal raise the cost of real estate development, diminish the attractivenéss of current
development support in the City, and reduce the number of jobs which can be created through
these types of investments. The historical spatial pattern of projects which received financial
assistance demonstrates that the areas of the city where current financial assistance activity has
been most successful are areas where low-wage employment is relatively small. This suggests
that projects that will not go forward because of the costs imposed by the living wage may be
concentrated in areas where development projects have faced the greatest hurdies. In other
words, those areas which are the most challenged in terms of attracting real estate investment and
jobs will be the areas which likely suffer most from the imposition of the proposed living wage

mandate.

NYC includes remarkably diverse real estate markets. Current real estate development programs
recognize this diversity by applying different types and degrees of incentives across NYC and by
type of property. This suggests two important possibilities. First, there is a spatial dimension to
the effects of current policies which implies that the policies have been more successful in
promoting real estate development in some areas than others. Second, the effect of the living
wage mandate proposed for NYC may also have a spatial dimension, as the fraction of the
workforce that might be affected by the proposal could vary spatially and by property type.

These two spatial dimensions will interact.

Our spatial analysis indicates that only retail projects are widely distributed across NYC, and, of
course, these have declined recently with the recession. Trends in other types of activity for

projects with development incentives have tended to involve concentration in areas where
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activity was high in the past. Office activity just south of the 59th Street boundary is a particular
example of this concentration. In terms of the typology of projects developed here, these areas
where development projects have persisted and even accelerated during the recent decline in
economic activity are most likely locations where a higher fraction of the projects are super-
marginal and could exist without financial assistance. Alternatively the areas where activity has
historically been low and/or has been decelerating are locations where development is more

likely to be sub-marginal — projects which most need assistance in order to attract investment.

The proposed living wage mandate will have a greater effect on development in areas where a
higher percentage of the current wage distribution is close to or below the threshold wage. For
example, the fraction of office workers who might be affected by the living wage ordinance
outside Manhattan is approximately twice that of workers in Manhattan. Recalling that financial
assistance for office development appeared to be concentrated in Manhattan, this result means
that the proposed living wage mandate will have a small effect in arcas where office projects
proceed with the least difficulty, or have the least need of financial assistance. The effoct of the
proposal will be most pronounced in locations outside Manhattan where, even with the current
levels of financial assistance through tax abatement, office projects are difficult to develop, or
where current projects are not viable without assistance. The potential effects of the living wage
proposal in retail are larger, because of the higher percentage of employees curtently paid below
the living wage floor. The spatial pattern of this effect is, as was the case with office workers,

most pronounced outside of Manhattan.

. Key Findings: Labor Market Impacts

Having analyzed the likely real estate impacts and associated employment impacts of the specific
living wage mandate proposed for NYC, next we analyze the impacts of more typical living

wage mandates observed in other cities, and examine the implications of those for NYC.
5.1 Empirical Evidence on Living Wage Mandates in Other Cities

This section reports the study’s key findings from the statistical analysis of historical data from
U.S. cities that enacted living wage mandates including business assistance clauses (referred to

as business assistance living wage mandates) and those that did not. Questions addressed
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include the extent to which the living wage legislative efforts raised the wages of low-skill
workers; whether the living wage mandates led to employment declines among low-skill
workers; and whether the mandates reduced the number of households below the Federal poverty
line or lowered participation in key income support programs. We present two sets of results.
The first set focuses on employment and wages of low-skill workers. The second set focuses on

low-income households, their poverty status and their participation in income-support programs.

5.1.1 Workers

The empirical evidence indicates that living wage mandates with business assistance clauses are
associated with lower employment among low-skill workers. The estimates of negative
employment effects are statistically robust. The mandates may also have increased wages for

low-skill workers who remained employed, but the estimates are not statistically robust.

5.1.2 Houscholds

There is some evidence to suggest that living wage mandates with business assistance clauses
may have caused a reduction in the number of households with earnings below the Federal
poverty line, but the effect is not statistically robust. The mandates also decreased household
participation in income-support programs, therefore offsetting to some extent the increase in

household eafnings caused by the mandates,

3.1.3 Key findings

The key findings of the labor market analyses are as follows. A living wage mandate with

business assistance clauses that is set at twice the level of the minimum wage would:

1. Decrease employment among the lowest-skill workers by 5.5 percent. This would imply a 2.1
percent decrease for NYC where the proposed living wage is roughly 38 percent above the
current minimum wage. These workers would not be able to find employment and would have

ho earnings.

2. Increase the average wage of the lowest-skill workers by 5.1 percent, or 1.9 percent based on
a 38 percent increase above the minimum wage. The empirical evidence shows that the effect of

wage gains for the average low-skilled worker is not statistically different from zero. Our
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interpretation of the evidence is that the wage gains are concentrated among the fraction of low-
skilled workers that are able to find employment and are employed at sites covered by the wage
mandates. When such wage gains are averaged across the whole population of low-skill workers
(workers that may or may not be hired by employers covered by the mandates) the wage gains

cannot be statistically detected with precision.

3. Reduce the fraction of households below the Federal poverty line by between 2.4 and 4.1
percentage points, or between 0.9 and 1.6 percentage points based on a 38 percent increase above
the minimum wage. The empirical evidence shows that the estimated size of the change varies
across samples and time periods and in some cases it is not statistically different from zero.
Some of the workers receiving wage gains are in households that were below the Federal poverty
line before the enactment of the mandates and above the poverty line after the enactment of the
mandates. Our interpretation for the reduction in poverty is that some households may have
moved from just below the poverty line to just above the poverty line. While some households
found themselves above the poverty line, other households may have moved to just below the
poverty line or moved into further poverty due to lower employment resulting from the

enactment of the wage mandates. But the net effect may suggest reductions in poverty.

4. Reduce the probability that families receive welfare, live in public housing or receive energy
assistance. The estimates also suggest they reduce payments from welfare or food stamps, but
these estimates arc small and very imprecise. Because of the small effects and imprecise
findings, these results will be covered in the full study but are not presented in this key findings

report.
5.2 The Labor Economics Literature

Since the implementation of living wage laws, there has been a significant amount of labor
market research conducted on the impacts from those laws. Some of this research has conducted
“before-and-after” studies similar to those done by Adams and Neumark (2003), while others
have conducted “impact” studies similar to those done by Pollin (1998, 2008). Much of this
research was conducted published prior to 2006, with limited work being completed more
recently. The labor market analyses conducted in this study have both a “before-and-after”

component and an “impact” component. The literature review in the full report will address the
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qualities and criticisms of both types of studies with the goal of providing a thorough discussion
and assessment of all of the research on living wages. The discussion is, however, more detailed
with regard to the type of empirical analysis that we use — in particular, “before-and-after”
analysis of a large number of U.S. cities that implemented living wage laws. This panel data
approach provides the only realistic way to draw conclusions from the experience of all major
cities that have implemented living wage laws, in a manner that allows a researcher to study a
large number of outcomes of interest (wages, employment, family income, receipt of government

benefits, etc.).
5.3 Qur Approach

In order to investigate empirical evidence on living wage mandates in other cities, we proceed in
four steps. First, we report evidence on estimated wage and employment effects. Second, we
report evidence on effects of living wages on family incomes. Third, we describe findings on
how living wage laws affect participation in income-support and other programs available to
low-income families. As indicated earlier, there are few, if any, U.S. cities with living wage
mandates closely comparable to the NYC proposal. Therefore, the statistical analysis in this
section is best interpreted as providing a baseline of the average or “typical” labor market and
income effects of business assistance living wage mandates. As a consequence, the estimates of
NYC-specific impacts deriving from the introduction of business assistance living wage
mandates provide baseline labor market and income effects that are not fully reflective of the

characteristics of the proposed NYC legislation.
54  Impact of Living Wage Mandates in Other Cities on Employment and Wages

Extending the sample period of previous living wage studies through 2004 shows that, for any
living wage law, and for living wage laws applying to those receiving some form of business
assistance, the estimated wage effects are smaller, and the effect for business assistance living
wage laws, as compared to the earlier work by Neumark and Adams which covers the period
through 2002, is no longer statistically significant. (The CPS data we use extend beyond 2004,
but the identification of metropolitan areas after 2004 change in such a way that it becomes
difficult to accurately measure living wage laws by metropolitan area after that year. Results for

the period through 2009 will be provided in the full report.) This does not imply that there is no
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effect on wages. Rather it implies that the estimated coefficient, which indicates that a 100
percent increase in the living wage increases wages in the bottom decile of the wage distribution
by 5.1 percent, is not statistically significant, so we are less sure that the true effect differs from

ZEro.

For employment effects, in contrast, the evidence is statistically significant. The effect of
increasing the living wage by 100 percent reduces employment by 5.5 percent (for business
assistance living wage laws), and by 5.2 percent for living wages overall. For contractor-only
living wages, the disemployment effect is 4.8 percent. In other words, we consistently find
statistically significant evidence of employment reductions for all types of living wage laws, the
largest of these effects occurring for business assistance living wage laws of the kind proposed

for NYC.

It is important, however, to interpret the statistical evidence correctly. The evidence does not say
that there are disemployment effects but no wage effects. The best estimate is still that wages
increase; rather, the evidence is just imprecise. Thus, relative to earlier research by Adams and
Neumark, there is now stronger evidence of disemployment effects, and it is not only limited to

business assistance living wage laws. There is weaker evidence of wage effects.

Table 3 presents the estimated effects of living wages on log wages and employment for the
lowest decile of wages or predicted wages (for employment effects). The living wages are

defined for the MSA/PMSA level as in previous studies and are updated to 2004.
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Table 3: Estimated Effects of Living Wages on Log Wages and Employment
(Estimates report the percent change resulting from a 100 percent increase from the
minimum wage)

Neumark and Adams 2003
1996-2002 1996-2004
(D @ 3 @
Dependent variable: Wages Employment Wages Employment
All Living wage laws:
Log livi | 412 " 0.034 -0.06] ** 0.037 -0.052%*
og living wage, lagge months
& HVIng wage, 1ags (0.031) (0.019) (0.034) ©.017)
Business assistance living wage laws:
. 0.070* -0.073%* 0.051 ~0.055%*
Log living wage, lagged 12 months
(0.037) (0.021) (0.041) (0.023)
Contractor-only living wage laws :
. -0.016 -0.043 0.020 -0.048%*
Log living wage, lagged 12 months
(0.040) {0.032) (0.056) (0.023)
N 44,588 90,695 53,038 109,725

¥ (“**') superscript indicates estimate is statistically significant at five-percent (ten-percent) level. All
specifications have city-specific trends.

h
R

Impact of Living Wage Mandates in Other Cities on Houschold Income

We also review evidence from other cities to examine whether living wages help or hurt low-
income families. Even if living wages do entail job loss — as the evidence suggests is the case —
the wage gains for some workers, and possibly many more workers than are likely affected by
job loss, imply that many more families are likely to experience income gains than income
losses. That, in itself, does not teil us much about how a living wage will affect the distribution
of family incomes, because this depends on where the workers who win and lose arc in the
distribution of family incomes, and by how much they gain and lose. In particular, for the same
degree of job loss and wage gains for workers, the implications for the family income distribu-
tion could be quite different depending on the families to which the gains and losses accrue.
Since we do not know these adjustments until after they have occurred the actual distribution

changes can only be determined in the type of “before-and-after” analysis discussed here.
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To determine the impact of living wages on family incomes, we need to estimate models
paralleling those for wages and employment, but with family income measures as the outcomes
of interest. These models allow us to determine how the various — and possibly complicated —
wage, employment, and other effects (such as changes in hours worked) impact individual
workers and the families of which they are members. We study a number of outcomes, including
whether families’ incomes are above or below the poverty threshold, as well as multiple of that
threshold (both greater than and less than one). Because part of the interest in living wages is
how they affect families’ participation in other income-support programs, we also estimate
models for these outcomes, including public assistance (welfare), food stamps, free or reduced-

price hot lunches for children, public housing, and energy assistance.

Table 4 provides results on whether living wages generally reduce the probability that families
are poor. The analyses reported in this table parallel those reported for wages and employment
earlier. Note, though, that these models are estimated for the full sample, not the lower decile of
the wage or skill distribution (or other ranges), and are estimated using the March CPS data. As
a point of comparison, Column (1) repeats the estimates from previous work done by Adams and
Neumark (2005b), who found that living wages reduce urban poverty. The estimates are
negative for living wages generally and for business assistance living wages (although the point
estimate is larger for contractor-only living wages). To interpret the estimates, the —0.024
estimate for business assistance living wage laws, for example, implies that a 100 percent

increase in this type of living wage reduces the poverty rate by 2.4 percentage points.

Columns (2) and (3) report the results for the restricted sample (79 cities), and then with city-
specific trends. Business assistance living wage laws being the only types of living wage laws
associated with decreases in poverty that are statistically significant over the period through
2001. Extending the sample period to 2003 (column 4) results in small estimated reductions in

poverty for business assistance living wage mandates, and is no longer statistically significant.
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Table 4: Estimated Effects of Living Wages on Probability that Family is Poor,

Prior Estimates and Re-estimations

Restricted to 79 Column
MSAs/PMSAs, 3) Larger sample
Corrected Living Updated, 1995- of
Wage Laws, 1995- 2003, MSAs/PMSAs,

1995-2001 1995-2001 2003 Earnings 1995-2003

Previous

Estimates, City- City- City-

Restricted | Restricted | specific specific specific City-specific

Trends Trends Trends Trends Trends Trends
(1) (2) (3) Q)] (5) (6)

Sample mean 0.179 0.179 0.181 0.268 0.180
All living wage laws:
Log living wage, -0.035" -0.024 -0.019 -0.008 -0.018 -0.007
lagged 12 months (0.013) (0.017) | (0.016) | (0.016) | (0.013) (0.016)
Business assistance
Living wage laws:
Log living wage, -0.024" -0.027 -0.041% | -0.035 -0.029 -0.034
lagged 12 months (0013) | (0022) | (0.021) | (0.022) | (0.020) (0.022)
Contractor-only living
wage laws ;
Log living wage, '0.038 '0.012 0.012 0.021 "0.007 0.022
lagged 12 months (0.025) (0.024) | (0.023) | (0.020) 0.017) {0.020)
N 142,421 115,818 115,818 | 157,048 157,048 159,535

Poverty is defined in terms of total income, except in column (5). The estimates in column (1) and (2) are
from Adams and Neumark (2005b, Table 5 and 4). Estimates are weighted by family sample weights.
There are 91 MSAs/PMSAs in column (6); where we do not impose the same data sufficiency requirement
on the employment and wage samples. “* (“**7) superscript indicates estimate is statistically significant at
five-percent (ten-percent) level,

Columns (5) and (6) report some alternative estimates. Column (5) reports estimates using

earnings instead of income — so these estimates can be interpreted as indicating whether a higher

living wage helps families earn their way out of poverty, without taking account of other sources

of income such as transfers and welfare payments. There is no explicit prediction. For those

who lose jobs, earnings will fall by more than income, since some government programs might

kick in. For those whose earnings increase, transfer/welfare payments might fall. Finally,

column (6) shows the poverty results for the larger sample that does not restrict attention to the

subsample of MSAs/PMSAs for which we do the wage analysis. The results are very similar. In
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general, business assistance living wage laws appear to reduce poverty. This parallels earlier
findings. However, the statistical significance of this effect is not robust, and varies with sample

and specification.
5.6 Simulation of Effects of Living Wage Mandates in NYC

This section reports the study’s key findings from the simulations of labor market and household
income effects derived from the enactment of a business assistance living wage mandate in

NYC.

Where feasible and appropriate, the simulations make use of the empirical evidence on living .
wage mandates in other cities, in particular utilizing the size of employment declines among low-
skill workers. Therefore, given the estimated coverage, the findings in this section should be
interpreted as labor market and household income effects from the enactment of a “typical”
business assistance living wage mandate. Such effects would unfold slowly over time as

coverage is restricted to new recipients or renewals of business assistance.

- The analysis is tailored to the characteristics of the workforce, business assistance programs,
poverty thresholds and income-support programs in NYC. The simulations are based on
estimates of the share of workers that would be covered by the wage mandates by industry and
borough of residence based on employment at buildings that received real property tax
exemptions of various types in the past. Coverage is modeled following as much as possible the
provisions of the NYC proposal and varying the assumptions on the breadth of the mandates to
provide a range of estimates. The simulations provide labor market and household income

estimates focusing on the population of workers with wages below the mandated level.

It is important to realize that some of the specific provisions of New York City’s proposed
legislation have additional, potentially more adverse implications for the labor market, which
could lead to significantly steeper job losses at all levels of the wage distribution and significant-
ly lower wage and income gains for low-skill workers and their households, as reported in

Section 4.
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5.6.1 Summary of quantitative findings

As with the analysis of other cities, one set of results focuses on employment and wages of the
lowest-skill workers. The second set of results focuses on low-income households, their poverty
status, and the change in aggregate household income taking into account changes in participa-

tion in income-support programs.

5.6.2 Workers

The simulations show that among workers earning less than $10 per hour citywide, the wage
mandates would subtract or add $0.01 to $0.02 to average wages once employment losses are
taken into account. The simulations show that, depending on the breadth of coverage, between
6,000 and 13,000 New York City residents would not be employed as a result of the enactment
of living wage mandates. Between 1 percent (34,000) and 2 percent (62,000) of workers would

receive average wage gains ranging from $1.65 to $1.67 per hour.

5.6.3 Households

Using the New York City poverty threshold published by the NYC Center for Economic
Opportunity (CEQ) in March 2011, the simulations show that the wage mandates would decrease
the fraction of households in poverty by between 0.01 and 0.02 percentage points (for example,
changing from 10 percent to between 9.99 and 9.98 percent).

At the same time, the employment losses increase the fraction of households in extreme poverty
(with earnings less than half of the NYC CEO poverty line) by between 0.05 and 0.12 percentage

points.

Overall, the results show that while the number of workers receiving wage increases is higher
than the number of workers experiencing job losses, the aggregate effect on the distribution of
income is negligible. In other words, the simulations suggest that a living wage mandate should
be understood as a redistributive policy where income losses for low skill-workers and their
families due to lower employment by and large offset the income gains to low-skill workers and

their families due to higher wages.
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5.7  Our Approach

The goal of the simulation is to provide a detailed description of workers and families that could
be affected by the proposed living wage law, and estimates or projections of how they would be
affected. The description and the projections are principally focused on labof market outcomes,
but also on income-support and other programs for which workers and families are potentially
eligible, and how eligibility or levels of support could be affected by projected changes in labor
market outcomes. This analysis requires multiple inputs, including data on NYC workers,
families, and business establishments, estimates of effects of living wage laws that are applicable
to New York City, and information on income-support and other programs available to New
York City residents and how eligibility and benefit levels are determined. The estimates of
employment effects of living wage laws, where appropriate, come from the empirical evidence
on other living wage laws seen in our large sample of U.S. cities and discussed previously. These
may therefore be thought of as the impacts of a “typical” living wage law. The other inputs —
including the data used for NYC — have not been described before. We briefly discuss the
sources of data and other information we use, before explaining our methods and reporting our

findings.

The data used to identify workers employed at sites that have received assistance contain
information on the number of workers employed at a particular site, but do not indicate who
among those workers actually reside in the city. The CPS data do not contain the detail
necessary to identify those who work and/or live in one of the five boroughs. However, data
from the American Community Survey (ACS) contain borough level data on individuals that
record where the individual lives and works, as well as basic household characteristics. This
information can be used to construct a detailed portrait of the NYC workforce and the population
affected by the proposed living wage law. In addition, we use the ACS to identify workers based
on their wage levels, their industry and borough of employment, their place of residence, and the
characteristics of the other members of their families. We then incorporate into the analysis our
estimates from CPS data to predict effects of the proposed living wage on workers and families
in NYC - and in different parts of NYC. For workers we project effects based on wages. For

families we provide projections based on family income levels relative to poverty thresholds, as
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well as projections for families overall in terms of eligibility for and benefits from income-

support and other assistance programs.

In terms of wage effects, the proposed living wage legislation would affect those employed in
traditionally low-wage occupations. In general, most individuals who would be subject to the
law have an hourly pay rate at or above the minimum wage. As a result, we restrict the
population eligible for a wage increase in the simulations described below to those who report a
wage that is at or above the 2006 minimum wage that is applicable NYC workers, $6.75 per
hour. In addition, we further restrict the relevant population by excluding self-employed earners.
These restrictions reduce the measurement error resulting from a number of individuals reporting
unusual hours, earnings and weeks worked in the ACS data. While the restricted results ignore
the potential non-compliance issue, they are more likely to reflect the expected impact of the

proposed living wage legislation.

Given that our estimates from the CPS data indicate that there is also some probability of job
loss, we also need to assign some job loss to simulate the effects of the proposed living wage
law. We assume that all of the job loss occurs for those earning less than $10 per hour, which for
most boroughs and industries includes more than the bottom decile. We are assuming, then, that
our CPS employment estimates for the lower decile would approximately fall on the workers
who, according to the QCEW data, would have their wages affected by the living wage.
Therefore, we apply the estimates from our full model, which were done at the city level, for

workers in each borough and industry that have wages less than $10.
5.8 Results from the Employment and Wage Simulations for NYC

Table 5 below summarizes the simulated wage and employment changes by borough and for the
city overall, based on the living wage law affecting individuals at sites receiving any assistance.
The first column reports the percentage of employment at sites that received any assistance based
on the QCEW data. This percentage translates into 1.1 to 3.4 percent of a given borough’s
workforce (the second column) being affected by the proposed living wage. The average percent
increase in a borough’s wage is between 0.0 and 0.3 percent and results in potential displacement

of 0.2 and 0.7 percent of the borough’s overall workforce.
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Table 5: Wage and Employment Changes, by Borough of Residence
(based on sites receiving any assistance)
Percent of Percent
Workers Affected Average Percent of
Earning <510 Relative to Percentage Workforce
per hour at Borough Wage Experiencing
Covered Sites Workforce Increase Job Laoss
Bronx 33.3% 3.4% 0.3% 0.7%
Brooklyn (Kings County) C224% 2.4% 0.2% 0.5%
New York (Manhattan) 16.2% 1.1% 0.0% 0.2%
Queens 24.1% 2.4% 0.2% 0.5%
Staten Island (Richmond County) 49.6% 2.6% 0.1% 0.5%
Overall 21.9% 2.3% 0.1% 0.4%

When the calculation of those affected by the proposed living wage law, based on the QCEW
data, is based on the percentage of individuals at sites receiving any form of assistance, over
66,000 individuals could expect receive an increase to the living wage rate, Of these, about 6.8
percent reside outside of New York City. As a result of the living wage legislation, we estimate
that just over 13,000 residents would experience job loss, with approximately 6.4 percent of
those who are displaced residing outside of the City. As shown in Table 6 below, the overall
average increase in wages for those earning less than $10 is small, and in some cases negative
when the impact of job loss is included in the average calculation. For each borough Table 6
reports how many individuals receive a simulated wage increase, how many individuals
experience job loss, the average wage change (including those who have a negative change as a
result of job loss), the average increase in hourly pay rate for those who received an increase, the
average hourly wage rate before simulating the impacts of the living wage, the average hourly
wage rate after simulating the impacts of the living wage (including those who experience job

loss with a $0 wage rate).

31

N



CRA Project No. D15863.00
May 9, 2011

C

Charles River

Associates

Table 6: Number of Individuals with Wage and Employment Changes by Borough
(based on sites receiving any assistance)

Number of Number of | Average
Individuals Individuals Wage Average | Average | Average
with Wage | Experiencing [ Change Wage Wage Wage
Borough Increases Job Loss (AlD Increase Before After
Bronx . 12,905 2,685 -$0.01 $1.67 $8.36 $8.35
Brooklyn 20,303 4,220 -$0.02 163 | $8.40 8.38
(Kings County) ’ ’ ' S1. ' 8.
ew York -
Manhattan) 6,604 1,337 $0.00 5l.o8 $8.33 $8.33
Queens 18,233 3,690 -$0.01 31.66 $8.36 $8.35
Staten Island "
4,303 948 -$0.08 1.59 8.40 8.38
(Richmond County) § 5 $ 58.3
foveral 62,348 12,880 $0.01 | $1.65 $837 | $8.36
boutside NYC 4,562 883 $0.03 | $147 | $854 | $8.51

A living wage law based on sites receiving $100,000 or more in assistance in at least one year (a

conservative estimate of coverage) is simulated to impact, on average, a little more than 1.2

percent of the workforce, and would have small impacts on wages (0.1 percent increase) and

employment (0.2 percent decrease). The overall results, as well as the results by borough, are

provided in Table 7 below.

Table 7: Wage and Employment Changes, by Borough of Residence
(based on sites receiving $100,000 or more of assistance in at least one year)

Percent of Percent
Workers Earn- Affected Average Percent of
ing <$10 per Relative to Percentage Workforce
hour at Covered Borough © Wage Experiencing
Sites Workforce Increase Job Loss
Bronx 12.9% 1.6% 0.1% 0.3%
Brooklyn (Kings County) 9.9% 1.1% 0.1% 0.2%
New York (Manhatian) 12.5% 0.7% 0.0% 0.1%
Queens 13.5% 1.4% 0.1% 0.2%
Staten Island (Richmond County) 31.3% 1.5% 0.1% 0.3%
Overall 12.9% 1.2% 0.1% 0.2%
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The relatively large percent of coverage in Staten Island reflects the high proportion of sites with

financial assistance of $100,000 or more that are in retail.

As with the previous simulation some (approximately 8 percent) of those receiving the benefit of
the living wage mandate reside outside of New York City. As shown in Table 8 below, the
overall wage increase is $0.02, and the increase for those who receive the living wage is $1.67.
In other words, the wage effects would be largely redistributional — some workers receive
increases in their wages, others lose all their earnings, and the net result on the average income

of low-wage workers is negligible.

If the living wage legislation is limited to sites receiving $100,000 or more of assistance in at
least one year, all boroughs show very small, but positive, average wage gains among those

earning less than $10 per hour. All boroughs also experience some employment losses.

Table 8: Number of Individuals with Wage and Employment Changes by Borough
(based on sites receiving $100,000 or more of assistance in at least one year)

Number of | Number of | Average
Individuals | Individuals | Wage Average | Average | Average
with Wage |Experiencing Change Wage Wage Wage
Borough Increases Job Loss (All) Increase Before After
Bronx 6,017 1,067 $0.03 $1.70 $8.36 $8.39
Brooklyn 9,749 1,734 $0.01 $1.64 $8.40 | $8.41
{Kings County)
ew York -
4,437 778 $0.02 $1.68 8.33 $8.35
(Manhattan) ? $
loueens 10,815 1,845 $0.02 $1.66 $8.36 | $8.38
Staten Island
2,543 472 $0.02 1.65 8.46 $8.438
“(Richmond County) $ $
Overall 33,561 5,896 $0.02 31.67 $8.37 $8.39
loutside NyC 2,820 490 5001 | S$1.50 | $854 | $8.55

5.9 Results from the Household Income Simulations for NYC

As discussed above, the impact living wages have on overall poverty depends on the relationship
of the households benefiting from the law through increased wages to those who are harmed

through reduced employment, and this cannot be observed prior to the enactment of the mandate.
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However, based on simulated impacts on individuals described above we can examine the

projected changes in household income relative to the NYC poverty measure.

The simulated impact of the living wage legislation, assuming the law would impact workers in
all sites that have received any assistance, suggest very small, but mixed results on poverty. As
shown in Table 9, the share of families in “extreme poverty” (those with earning less than half
the poverty threshold) would slightly increase by 0.12 percentage points, or 1.26 percent.
However the percent of houscholds below poverty would slightly decrease by 0.01 percentage

points, or 0.03 percent.

Table 9: Changes in Household Poverty Status, by Borough
(based on sites receiving any assistance)

Households in Extreme Poverty Households Below Poverty
Difference in Difference in
Percentage Percentage Percentage Percentage
Borough Points Change Points Change
Bronx 0.14% 0.95% 0.01% 0.03%
Brooklyn (Kings County) 0.16% 1.76% 0.00% -0.01%
New York (Manhattan) 0.06% 0.62% -0.02% -0.11%
Queens 0.14% 2.02% 0.00% 0.02%
Staten Island (Richmond County) 0.00% -0.03% -0.06% -0.39%
Overall 0.12% 1.26% -0.01% -0.03%

A similar poverty change is projected when we simulate the impact of imposing the proposed
living wage law on all sites that have received $100,000 or more of assistance in at least one year
(see Table 10 below). The share of families in “extreme poverty” would slightly increase by
0.05 percentage points, or 0.5 percent. However the percent of households below poverty would

slightly decrease by 0.02 percentage points, or 0.08 percent.
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Table 10: Changes in Household Poverty Status, by Borough
(based on sites receiving $100,000 or more of assistance in at least one year)
Households in Extreme Poverty Households Below Poverty
Difference in Difference in
Percentage Percentage Percentage Percentage
Borough Points Change Points Change
Bronx 0.05% 0.34% -0.01% -0.02%
Brooklyn (Kings County) 0.05% 0.59% -0.01% -0.05%
New York (Manhattan) 0.03% 0.32% -0.02% -0.09%
Queens 0.07% 0.99% -0.02% -0.09%
Staten Island (Richmond County) -0.04% -0.47% -0.07% -0.44%
Overall 0.05% 0.50% -0.02% -0.08%

In other words, if the impacts were comparable to those typically observed in other cities, when
applied in NYC to sites receiving $100,000 or more of assistance in at least one year, our
simulations suggest that business assistance living wage mandates would slightly reduce (by, on
average, 0.08 percent) the number of households in poverty, but at the cost of increasing (by, on
average 0.5 percent) the number of households in extreme poverty. Given our previous results on
wages (some workers gain from wage increases; some workers lose all earnings due to

employment losses) this is hardly surprising.
5.10 Results for Simulated Interactions with Other Income Support Programs for NYC

As a result of the proposed living wage legislation, our estimates and simulated effects imply that
some households will experience an increase in earnings while others will have a decrease in
earnings. In the simulations we examine the impact of the proposed living wage legislation on
households’ eligibility and benefit levels for income-support and related programs, assuming that
an eligible household will choose to participate in the program. For the Medicaid program we
only examine the question of eligibility because the actual benefit level will depend on usage and
is not related to earnings conditional on eligibility. For the SNAP (Food Stamp) program there is
a clear relationship whereby benefits decrease as earnings increase. However, for the Earned
Income Tax Credit (EITC) benefits initially increase as earnings increase over some range of

earnings, then remain flat, and eventually decrease. So, for households with workers who are
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displaced as a result of the living wage legislation, EITC benefits may decline or increase

depending on family income, and for households that have earnings increases as a result of the

living wage legislation, EITC benefits may increase or fall, again depending on family income.

Table 11 reports the changes in benefits that are implied by simulating the impact of imposing
the living wage legislation on those earning less than $10 dollars, based on the proportion of
individuals earning less than $10 per hour that were employed in any site that received real
property tax assistance. The simulations suggest that the proposed living wage legislation would
As

previously reported, approximately 62,000 NYC residents would benefit from wage increases, at

result in a net overall decrease in household earnings of approximately $10 million.

the cost of approximately 13,000 individuals who will have zero earnings as a result of job loss.
In addition, the simulations suggest that the proposed living wage legislation will increase

household eligibility for the Medicaid program, but decrease EITC and SNAP benefits.

Table 11: Changes in Support Programs
(based on sites receiving any assistance)

Changein | Changein | Changein | Change in
Change in Number Number Total Total

EITC Medicaid SNAP Amount of | Household

Borough Amount Eligible Eligible SNAP Earnings
Bronx -$2,639,598 383 -36 $3.997 | -$1,917,487
Brooklyn (Kings County) -$3.987,283 639 -342 -$40,645 | -$4,051,680
New York (Manhattan) -$1,143,544 290 -157 -$10,720 [ -$391,263
Queens -$2,274,741 6135 -360 -$41,351 | -$1,312,283
Staten Island (Richmond County) -$241,123 89 -47 $12,655 [ -$2,310,907
QOverall -$10,286,289 2,016 -992 -$76,073 | -$9,983,620

When the simulations are based on the proportion of individuals earning less than $10 employed
in sites that received $100,000 or more in assistance in at least one year (Table 12), the overall
impacts (both positive and negative) change as fewer employees would be covered by the
proposed legislation. Based on the simulated effects, household earnings would increase by
approximately $11 million, with the benefits concentrated among approximately 34,000 workers,
while approximately 6,000 workers would experience reduced earnings due to lost employment
as a result of the proposed legislation. EITC and SNAP benefits would decline by approximately

$5 million, and approximately 800 more households would qualify for Medicaid assistance.
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Table 12: Changes in Support Programs
(based on sites receiving $100,000 or more of assistance in at least one year)

Change in
Change in | Change in Total Change in
Change in Number Number Amount Total

EITC Medicaid SNAP of Household

Borough Amount Eligible Eligible SNAP Earnings
Bronx -$1,196,001 100 -114 -$27,741 $2,525,020
Brooklyn {(Kings County) -$1,517,036 226 -249 -$63,228 $2,818,007
New York (Manhattan) -$613,921 132 -140 -$28,573 $1,567,378
Queens -$1,204,460 316 -346 -$68,554 |  $4,679,903
Staten Island (Richmond County) -$108,314 10 96 -$10,383 $23,789
Overall -$4,639,732 784 945 | -$198,478 | $11,614,097

6. Conclusions

The impact of any proposed wage or employment mandate will vary depending on the time at
which it is imposed. For NYC, commercial office property values, in real terms, have fallen over
the past century. Property taxes in NYC on commercial property are both relatively and
absolutely high and it is likely that the tax abatement programs, such as ICIP and now ICAP, that
have been in place in NYC, have helped to ameliorate the impacts of these taxes and encourage
development that might otherwise not have been profitable, and create jobs which otherwise
would not have been created. NYC is not an isolated enclave of development. The regions
around it, like Connecticut and New Jersey, will have incentives to lure away development from
NYC when it becomes more costly there relative to elsewhere. Developers have flexibility in

choice of location.

The NYC living wage proposal is unique and extensive compared to any of those observed in
other cities. Specifically, it imposes direct costs in terms of monitoring and the potential lost
financial assistance benefits due to violations on the owner or developer of the building. This
has impacts in terms of willingness to develop and on the ability to secure capital that will differ

from any impacts found in other cities with living wage mandates.
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6.1 Real Estate Development Impacts

The conclusions from the development simulations conducted are clear: additional costs, and a
resultant reduction in investment activity and job creation. Developers, owners, and lenders
cannot diversify away the risk of violations. Developers and owners cannot contract to shed the
risk of violations. It is impossible to have a tenant sign a lease that makes them liable for the

cost of penalties. Indeed, tenants can use the threat of violation as leverage against the owner.

From interviews we conducted, some lenders say that they would be unwilling to provide
financing and this would tend to stop assisted development. Some employers would be
unwilling to lease space where they had to pay employees more in one location than other

locations.

Assuming that lending is available, there are four possible reactions to the proposal: projects go
forward with assistance as before (no change); projects are substantially modified to exclude any
tenants with lower-wage employees or because those tenant types may refuse to locate in the
buildings that must comply with the living wage because they are recipients of financial
assistance; projects go forward but cannot benefit from any financial assistance as the cost of its

potential future loss is too high; or the projects are abandoned and never take place at all.

The resulis of the simulations indicate that the costs associated with the living wage proposal
tend to more than offset the current benefits provided by financial assistance. This means that
many projects are abandoned under the proposal. Some projects will be modified to go forward
without financial assistance. The pro formas do not really allow us to detect how common
substantial modification is, however the likelihood that projects go forward with no change is
low because the benefits of financial assistance are offset by the costs of compliance with the

living wage mandate.

Based on our theoretical analysis of the real estate development process and subsequent
simulation results, the cffects of the proposal are most dramatic as the size of the project
increases because the amount of financial assistance goes up and the likelihood of violation rises

with the number of employees. Therefore, large projects are most likely to be either abandoned
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or perhaps to continue without assistance in some cases — in particular large projects that

incorporate multiple tenants.

Finally, the spatial pattern of successful projects in the past indicates that ICIP has been
relatively more successful in some areas of NYC than others. Overall, it appears that the areas
where current ICIP/ICAP activity has been most successful are the areas where low-wage
employment is low compared to areas where ICIP activity has been low. This suggests that the
spatial pattern of projects that do not go forward due to the proposal is not random and will be

concentrated in areas where ICAP projects currently face the greatest hurdles.
6.2 Labor Market Impacts

For the purposes of comparison, we focus here on the labor market impacts on the buildings that
received $100,000 or more in financial assistance in at least one year, a conservative definition
of coverage. We find that the impact of imposition of a typical living wage results in an overall
wage increase, averaging across those who receive wage gains and those who experience job
losses, that is small ($0.02), while the increase for those who receive the living wage is
substantially higher ($1.67). In other words, the wage effects would be largely redistributional
among low-wage workers— some workers receive increases in their wages, others lose all their
earnings, and the net result on the average income of low-wage workers is negligible. All

boroughs also experience some employment losses (an average of around 1,200 jobs).

In terms of the poverty change, the impact of imposing the proposed living wage law on all sites
that have received $100,000 or more of assistance in at least one year is that the households in
“extreme poverty” (those earning less than half the poverty threshold) would slightly increase by
0.05 percentage points, or 0.5 percent. However the percent of households below poverty would

slightly decrease by 0.02 percentage points, or 0.08 percent.

In other words, if the impacts were comparable to those typically observed in other cities, when
applied in NYC to sites receiving $100,000 or more of assistance in at least one year, our
simulations suggest that business assistance living wage mandates would slightly reduce (by, on
average, 0.08 percent) the number of households in poverty, but at the cost of increasing (by, on

average 0.5 percent) the number of households in extreme poverty. Given our previous results on
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wages (some workers gain from wage increases; some workers lose all earnings due to

employment losses) this is hardly surprising.

When the simulations are based on the proportion of individuals earning less than $10 employed
in sites that received $100,000 or more in assistance in at least one year, household earnings
would increase by approximately $11 million, with the benefits concentrated among
approximately 34,000 workers, while approximately 6,000 workers would experience reduced
earnings due to job loss as a result of the proposed legislation. EITC and SNAP benefits would
decline by approximately $5 million, and approximately 800 more households would qualify for

Medicaid assistance.

When considering the results of the labor market and real estate development analyses overall,
there are significant impacts that are likely to result from the living wage mandate proposed in
NYC. Of these, the greatest impact results from the disincentive or reduced ability to invest in
development and job creation due to the potential loss of financial assistance if a living wage

violation occurs.

. Description of Data Sets Used

ACS (American Community Survey) — contains individual-level data with information about
earnings, employment, and demographics, most notably both place of work and place of
residence which is used to identify workers and residents of New York City

CPS (Current Population Survey) — contains individual-level, detailed information on labor
market outcomes, government program benefits and participation, demographic information, and
geographic information. Two different types of CPS data were used:

MORG (Merged Outgoing Rotations Groups) — contains hourly wage and other labor
market information on one quarter of the CPS monthly sample.

ASEC (March Annual Social and Economic Supplement} — captures family income from
the previous year and can be used to classify families based on poverty status as well as
distance from the poverty line, and also include benefits from and participation in a varie-
ty of government programs. We used the 2009 ASEC files which capture income
through 2008.

ICIP Historical (Industrial and Commercial Incentive Program) — These data contain longitudinal
information, including value of exemptions and assessed/market values, on all the properties
receiving ICIP exemptions in any given Fiscal Year (FY) until FY2009/2010.

QCEW (Quarterly Census of Employment and Wages) — contains information on average
quarterly earnings and number of workers, by establishment, and includes information on the
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location of each establishment. The NYC EDC geo-coded the QCEW data in order to determine
which locations received financial assistance from NYC. The establishment-level data is
confidential and was processed only by NYCEDC and provided to CRA in an aggregated format
such that no individual establishment could be identified.

The conclusions set forth herein are based on independent research. The views expressed herein are the views and
opinions of the author and do not reflect or represent the views of Charles River Associates or any of the
organizations with which the author is affiliated. Any opinion expressed herein shall not amount to any form of
guarantee that the author or Charles River Associates has determined or predicted future events or circumstances,
and no such reliance may be inferred or implied. The author and Charles River Associates accept no duty of care or
liability of any kind whatsoever to any party, and no responsibility for damages, if any, suffered by any party as a
result of decisions made, or not made, or actions taken, or not taken, based on this paper. Detailed information about
Charles River Associates, a registered trade name of CRA International, Inc., is available at www.crai.com.

Copyright 2011 Charles River Associates
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Good afternoon Chairperson Mealy and Committee Members. Thank you for the
invitation to testlfy on the proposed Fair Wages for New Yorkers Act (Intro 251-
A).

Good Jobs New York is a project of Good Jobs First based in Washington, DC in
partnership with the Fiscal Policy Institute, with offices in Albany and New York
City. Good Jobs New York promotes accountability to taxpayers in the use of
corporate subsidies by encouraging public part[clpatlon and transparency of the
city economic development programs.

We applaud any effort by the council to raise the wages of working New Yorkers,
particularly at firms that receive large economic development subsidies; this is a
principled and practical tool that would benefit those low-income New Yorkers
working at wealthy firms that benefit from our tax dollars. We urge the council to
focus establishing wage standards on mega economic development projects
rather than, for example, small manufacturers, as often these firms provide job
ladders and already pay a living wage.

Billions of tax dollars have been invested in developments on behalf of financial
institutions, sport franchises and major retailers. Yet, despite these firms’
enormous wealth, none of them have been asked to guarantee a benefit to its
employees for something as simple as earning $10.00 an hour (or $11.50 when
there is no employer provided health insurance benefits).

Three outstanding examples:

Yankee Stadium — There are approximately $1 billion in city, state and
federal subsidies for the development of a new Yankee Stadium across the street
from the original one that opened in 2009. However, despite the Yankee
franchise being one of the wealthiest and most popular in the world, few jobs at
the new stadium pay enough to live on as they are mosily seasonal. An
interesting note: this week, concession staff at the stadium filed suit against the

Good Jobs New York » 11 Park Place, #701 NY, NY 10007 » www.goodijobsny.org * 212.414.9394

A project of Good Jobs First in partnership with the Fiscal Policy Institute



catering firm “Legends” (partly owned by the Yankees) clairﬁing their bosses
withheld their tips.

City Point (formerly Albee Square Mall) — Significant public resources have
been invested in the re-development of Brooklyn’s Albee Square into what is now
called City Point. In 2008, $20 million in Recovery Zone Facility Bonds (special
bonds approved under the American Recovery and Reinvestment Act) financed
the development where in 2007, approximately 30 existing retailers were
displaced to make way for the new development. And although the new mall (and
a residential component is expected) has a goal of 122,000 square feet of retail
future retail employees cannot expect to benefit beyond part-time, low-wage jobs.
The profitable business model of national retailers which the city expects to
occupy City Point relies on paying New Yorkers below a living wage and no
benefits.

~ Gateway Center (formerly Bronx Terminal Market) — The Market's history
spanned over 50 years of food vendors catering to city’s immigrant populations.
In 2006, the two dozen food retailers that remained were displaced by the city for
the development of “Gateway Center” for over two dozen stores including Home
Depot, Target and Toys R Us. Related Companies, one of most prominent
developers in the city received what many consider a sweetheart land deal that
included at least $133 million in city subsidies including the city’s relocation of the
food distributors. Yet, there are no wage or job standards for the current
employees of the mall located in one of the poorest neighborhoods in the city.

It is morally unfair that low-income New Yorkers working at highly profitable and
taxpayer subsidized firms struggle to pay their bills. And it doesn’t make
economic sense for those same workers to rely of various forms of public
assistance like food stamps and housing subsidies because they can’t make
ends meet despite being employed.

Clearly, the city needs safeguards to keep large, subsidized corporations
accountable for creating the good jobs New Yorkers deserve.
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Executive Summary

Every year, New York City spends well over $2 billion through a variety of programs in the name of
economic development and job creation. This policy brief outlines the mix of tools the New York City
Industrial Development Agency uses to subsidize economic development—including financial
assistance, tax breaks, capital improvements, and the sale or lease of City-owned land—and provides
an estimate of the quality of jobs created or retained by three significant subsidized projects.

Discretionary benefits in the city are allocated mostly by the New York City Industrial Development
Agency (the [argest of the 115 local IDAs throughout the state). The New York City IDA has come
under increased scrutiny in the past year from the Office of the New York State Comptroller and the
Office of the New York City Comptroller.

Because of serious shortcomings in publicly available data and incomplete reporting by businesses
receiving these funds, we conducted three case studies in spring 2010 of large subsidized commercial
projects in New York City, drawing upon public records, corporate research, government wage data,
and field interviews. These case studies demonstrate that substantial numbers of low-wage jobs are
being subsidized by New York City economic development benefits. The projects are:

0 The Bronx Gateway Mall (approximately $10 million in New York City subsidies). We estimate
that as of spring 2010 about 1,300 workers were employed in the mall, that the average
starting wage for non-managerial workers was $8.80 an hour, and that median wagés were
$10.20 an hour. !

O Fresh Direct ($2 million in subsidies for its warehouse in Long Island City). According to FY
2010 city reports, the company had 1,657 employees, with 63 percent earning less than
$25,000 per year. Of these employees, about 1,200 were warehouse workers, for whom
starting wages were reported frequently to be the minimum wage.

0 Yankee Stadium (nearly $50 million in tax breaks, $326 in city capital improvements, and more
than $1.2 billion in tax-exempt financing). We estimate that as of spring 2010 there were
about 3,400 jobs at the stadium, that the average starting wage for non-managerial workers
was $9.19 an hour, and that median wages were $10.50 an hour.
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Our analysis found that the top five non-managerial jobs created at the three case study projects all
paid very low wages: (1) concession food and beverage workers, starting wage $8.75 an hour; (2)
warehouse workers, starting wage $7.25 an hour; (3) retail salespersons, starting wage $8.09 an hour;
(4) security guards, starting wage $9.53 an hour; and (5) cashiers, starting wage $7.44 an hour.
Without a significant change in subsidy policy, future New York City-supporied projects will likely
continue to mirror this pattern of subsidizing businesses creating low-wage jobs.
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How does New York City subsidize economic development?

Financial Assistance: A rough estimate is that New York City currently spends well over $2 billion
annually through a variety of discretionary and as-of-right programs and tax breaks in the name of
economic development and job creation.! Discretionary, company-specific benefits in the city are
allocated mostly by the industrial Development Agency (IDA) and have come under increased scrutiny
over the past year. The City Comptroller John Liu, an ex officio member of the New York City IDA
board, and his appointee to the board have consistently raised concerns regarding the process
through which subsidies are allocated.” Further, a May 2010 report by the Office of the New York
State Comptroller noted deficiencies in the New York City IDA’s measurement of employment
associated with subsidized projects. *

In the absence of a unified economic development budget and better reporting, it is not possible to
precisely quantify the total amount of public monies spent on economic development subsidies—or
how many or what types of jobs are being created. However, we do know the following:
= Real property tax expenditures provided through the as-of-right Industrial and
Commercial Assistance Program (and its predecessor the Industrial and Commercial
Incentive Program) totaled $623 million in FY 2011.

= New York City reports that discretionary economic development projects under the aegis
of the New York City Economic Development Corporation (EDC) and the New York City
Industrial Development Agency (IDA, which is managed by EDC) receive property, sales
and mortgage recording tax breaks worth approximately $241.7 million in 2010.*

= A wide variety of businesses and projects, ranging from Fortune 100 companies to bio-
tech start-ups to sports franchises, benefit from IDA subsidies. Some are existing
businesses looking to expand or relocate their headquarters in the city, while others are
brand new projects such as malls or stadiums.

= The lion’s share (approximately 70 percent) of IDA assistance has been channeled to large
commercial projects. These include large retail complexes and commercial office
buildings, from the Bronx Gateway Mall with chain stores and fast food restaurants to the.
two million square foot Goldman Sachs building in lower Manhattan to new baseball
stadiums for the Mets and Yankees.”

o Disposition or Leasing of City-Owned Land: In addition to tax breaks from the IDA, ‘[\Iev(f York City
also subsidizes economic development projects by leasing or selling City-owned land to
developers. Between fiscal years 2003 and 2010, the City sold 70 pieces of city-owned property in
the name of economic development.® While most of these transactions were completed at
market rates, it is important to recognize that they still confer considerable value, given the
scarcity of land in New York City. City rezoning actions, often undertaken to promote economic
development, can also substantially increase the value of affected real estate.

O Capital Improvements: The City also makes capital improvements at public cost to support
economic development, undertaking infrastructure investments and other activities that it would
not otherwise do. Recent examples include Yankee Stadium and Gateway Mall in the Bronx,
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where the City made capital improvements and infrastructure investments such as replacing
sewer lines, replacing lost park land, re-mapping roads, demolishing and compensating existing
businesses, and cleaning up toxic waste.”

How many jobs are created or retained by discretionary subsidies?

While the City does not have a good methodology to identify the number of jobs associated with the
various economic subsidies it provides, EDC reports that companies receiving EDC or IDA benefits
employed approximately 152,000 workers in FY 2010, about 42,000 more than employed by those
companies at the time subsidies were initially provided.?

What is the quality of jobs created or retained by discretionary subsidies?

O The publicly available data on subsidized projects are not adequate to allow a thorough analysis
of the quality of jobs either created or retained. Since 1993, subsidy recipients have been
required to submit annual reporis on the number of jobs created or retained, but there are no
data documenting the occupations of those jobs (other than a rudimentary break-out of
construction jobs), which would be an invaluable too! for assessing job quality.

a  Similarly, subsidy recipients are not required to provide information on the wages of jobs created
or retained by commercial tenants in their buildings.” This represents a serious omission, because
it means reported wage data do not include workers employed by, for example, retail stores,
concession stands, and restaurants at subsidized developments projects. In many large projects,
these types of commercial tenants employ the majority of workers.

g Without including these jobs—many of which pay low wages—the official wage data on subsidy
jobs (indicating that 16 percent pay less than $25,000 annually) are mlsleadlng In particular, they
almost surely understate the number of low-wage jobs the city subsidizes.®®

Three case studies to assess job quality at subsidized projects

~

Given the serious gaps in publicly available data, an accurate assessment of the quality of jobs at
projects funded by discretionary city subsidies is best achieved through case studies. In what follows,
we draw upon a range of data—public records, corporate research, government wage data, and field
interviews—to give an overview of the type and quality of jobs at three large subsidized commercial
projects in New York City: the Bronx Gateway Mall, Fresh Direct, and Yankee Stadium.'* In the case of
the Bronx Gateway Mall and Fresh Direct, most of the jobs examined below were added after city
subsidies were provided. The new Yankee Stadium involved the relocation of much of its workforce
from the old stadium, although some new jobs were added as well.
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BRONX GATEWAY MALL

]

The Bronx Gateway Mall opened in 2009 on what was known as the Bronx Terminal Market. The
project benefited from at least $2 million in infrastructure improvements, $7.1 million in IDA tax
breaks, a special agreement to lease the property from the City, and compensation to those
businesses displaced by the mall.*?

We estimate that as of spring 2010 about 1,300 workers were employed in the 22 (and growing)
stores and restaurants in the shopping center and as security guards and janitors in the complex.

By combining official occupational wage estimates with wage data provided by workers at the
mall, we estimate that the average starting wage for non-managerial workers was $8.80 an hour
and that the median wage for the mall’s workers was $10.20 an hour.

FRESH DIRECT

a

Fresh Direct is an online grocer based in Long Island City, Queens, offering delivery to customers.
It was approved for a 26-year subsidy deal in 1999. Since then, it has received $2.2 million in a
variety of mortgage recording and sales tax breaks from the IDA, with $3.1 million more available.

According to city reports, the company has 1,657 employees, with 63 percent earning less than
$25,000 per year. Of these, we estimate that in spring 2010 about 1,200 were warehouse
workers—many whom reportedly started at minimum wage ($7.25 an hour)—and the remainder
were drivers and heipers.

YANKEE STADIUM

m}

The new Yankee Stadium in the Bronx opened in 2009 across the street from the original stadium.
The Yankees and the parking garage developers received nearly $50 million in City tax breaks,
more than $1.2 billion in tax-exempt financing, approximately 24 acres of land that had been
public parks, and over $326 million in estimated city capital improvements, including the
demolition of the old stadium, improving the sewer system, and environmental remediation.

As of spring 2010, we estimate that there were about 3,400 seasonal jobs at Yankee Stadium,
including over 2,000 concession workers selling food, beverages and merchandise. Theré were
also workers employed as security guards and night watchmen, maintenance workers, ticket
selters and takers, restaurant workers, and customer service representatives.

Combining government wage estimates and advertised wages for some stadium jobs, we
estimate that the average starting wage for non-managerial workers was $9.19 an hour and that
the median wage for stadium workers was $10.50 an hour.
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Conclusion

New York City uses a mix of tools to subsidize economic development—financial assistance, capital
improvements, sale or lease of City-owned land—that benefit a wide range of diverse businesses. The
jobs at these businesses are equally diverse, including highly-paid finance jobs at Goldman Sachs and
Bank of America but also low-wage jobs in retail sales and restaurants at shopping complexes and
sports stadiums.

A comprehensive assessment of the quality of jobs created or retained with city subsidies will not be
possible until mandatory reporting requirements improve significantly. That said, drawing on a
combination of public records and independent research, our assessment is that significant numbers
of low-wage jobs are being created with New York City tax dollars—jobs for which starting pay is as
low as the minimum wage and for which annual earnings often do not even break the $20,000 mark.

All signs are that future subsidized projects in New York City will continue to mirror this pattern of job
creation that includes significant numbers of low-wage jobs. Examples of major projects currently in
the pipeline include the redevelopment of Coney Island, Hudson Yards, Willets Point, and Flushing
Commons; it is very likely that all will draw on some sort of city subsidies. For example, the Hudson
Yards development will benefit from a $2 billion subway extension, an additional $47 million in
capital spending through 2015, and hundreds of millions of dollars in tax breaks. At Willets Point, the
city plans to invest over $400 million for property acquisition and new infrastructure over the next
five years. The City will also spend $340 million for infrastructure improvements for the
redevelopment of Coney Island through 2017.%*
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Endnotes

! see the table, “Annual NYC Economic Development Tax Expenditures,” attached to Testimony of James A. Parrott, Ph.D.,
Fiscal Policy Institute, Before the New York City Committee on Economic Development, Oversight: The Feasibility of
Requiring a Unified Economic Development Budget as a Reporting Requirement, April 27, 2010.
http://www.fiscalpolicy.org/FP1_Testimony_Unified DevelopmentBudget_20100427.pdf

2 New York City Comptroller John C. Liu, Comptroller Liu on Today’s Economic Development Corporation’s IDA and CRC
Votes, February 9, 2010.
http://www.comptroller.nyc.gov/press/2010_releases/pr10-02-019.shtm

3 Office of the New York State Comptroller. New York State Annual Performance Report on New York State’s [ndustrial
Development Agencies. May 2010. http://www.osc.state.ny.us/localgov/pubs/research/idareport2010.pdf

* The New York City Finance Department’s Annual Report on Tax Expenditures, FY 2010, reports that real property tax
expenditures for EDC and IDA projects were $193.7 million in FY 2010. According to the New York City Economic
Development Corporation Annual Investments Project Report, Volume |, Fiscal Year 2010, mortgage recording, sales and
other IDA-related tax expenditures were $48 million in FY 2010,

> Based on an analysis of incentive programs in the New York City Economic Development Corporation Annual
Investments Project Report, Volume |, Fiscal Year 2010.

® New York City Economic Development Corporation Annual Investments Project Report, Volume |, Fiscal Year 2010,

7 Cost of capital improvements from New York City Independent Budget Office, New York City Financial Management
System, NYC Executive 2011 Capital Commitment Plan (hereinafter IBO Capital Plan Report 2011).

% The EDC maintains that business assistance subsidies lead firms to create new jobs or to retain existing jobs that might
otherwise be eliminated or relocated outside New York City. It is important, though, to note that this is an unproven
assumption—there is no counterfactual to indicate what a given firm’s employment levels would have been absent
receiving a subsidy. Therefore, it makes more sense to speak of jobs associated with a given project rather than jobs
created or retained.

Job figures from Table 2-1 summary of the New York City Economic Development Corporation Annual Investments Project
Repont, Volume 1, Fiscal Year 2010.

® New York City Economic Development Corporation Annual Investments Project Report, Volume 1, Fiscal Year 2010.
19 |bid. In addition, companies with fewer than 250 employees are not required to submit wage data.

1 gpecifically, researchers used: online research to estimate average store size for retailers, public records on each of the
case studies, interviews with frontline workers and industry experts, and government data on occupational wages and
employment (the American Community Survey and the Occupational Employment Statistics [OES]). OES wages in 2010
first quarter dollars; worker interviews conducted and wage data collected in 2010.

12 Based on media reports, we believe there are additional taxpayer investments in the project, but providing an exact
value of the subsidies, grants, and other benefits are difficult to quantify and point to the need for a Unified Economic
Development Budget. ‘

* Low-wage workers are likely o turn to various forms of public assistance when their wages do not allow them to
sufficiently support themselves and their families. Thus, publicly-subsidized development projects that benefit low-wage
employers may receive a double subsidy: the initial business assistance subsidy and the public assistance provided to the
project's low-wage workers.

% |BO Capital Plan Report 2011.
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The Fiscal Policy Institute (www_fiscalpolicy.org) is an independent, nonpartisan, nonprofit
research and education organization committed to improving policies practices to better the

economic and social conditions of all New Yorkers.

Good Jobs New York (www.goodjobsny.org) promotes policies that hold government officials
and corporations accountable to the taxpayers, particularly when economic development
agencies give subsidies to large corporations that threaten to leave New York City.

The National Employment Law Project (www.nelp.org) is dedicated to improving conditions for workers
across America and to protecting working families from the vagaries of the global economy.
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Good morning, Chairperson Mealy and members of the Council. I am Tokumbo Shobowale,
Chief of Staff to the Deputy Mayor for Economic Development Robert Steel. On behalf of the
Deputy Mayor, I would like to thank you for the opportunity to testify before you on
Introductory Number 251-A, a bill that would amend the Administrative Code to impose wage
mandates on businesses that receive City economic development incentives.

To start, I'd like to state unequivocally that the Bloomberg Administration is committed to an
economic development strategy of creating good jobs in all five boroughs. But this legislation we
are discussing today is the most far reaching of its kind in any major city in the United States and
while some low-skilled workers may benefit if Intro 251-A is passed, it would result in the loss
of thousands and thousands of jobs for low-skilled New Yorkers and that is a cost we cannot
afford to bear.

Since the economic downturn, the Bloomberg Administration’s efforts to create jobs have been
successful relative to the rest of the country — we have consistently outpaced the rest of the
nation in terms of economic growth. And efforts to diversify our economy have also

been successful; with four different sectors each representing more than 10% of all
employment.

But the unfortunate reality is that many areas of the City and our economy are still suffering
from the impact of the recession. The official unemployment rate in the Bronx is nearly 13%.
Fourteen percent and 12% of Black and Hispanic New Yorkers, respectively, are unemployed.
And keep in mind that those numbers do not take into account the impact of underemployment,
where people are working, but not as much as they would like. Altogether, we know that too
many New Yorkers are suffering. Unemployment has fallen from a high of 10% in January 2010
to 8.7%, but this is still unacceptably high. From the beginning of the crisis we in the Bloomberg
Administration have been implementing an aggressive plan to get New Yorkers back to



work. My boss, Deputy Mayor Steel, has consistently said that his top three priorities as Deputy
Mayor for Economic Development are jobs, jobs and jobs.

However, that plan does not include supporting a policy, like the one proposed in this bill that
would increase unemployment among our neediest citizens. This bill would have a number of
unintended consequences, including limiting the construction of affordable housing, driving
more manufacturing and distribution businesses across state and county lines, and further
harming our construction industry, which is already facing 14-year lows in employment. While
we agree wholeheartedly with the aspirations of Intro 251-A to increase the standard of living
and lift New Yorkers out of poverty — we disagree that the means proposed in the bill would
achieve them. In fact, the opposite 1s true: some unfortunate New Yorkers would as a result of
the bill lose employment opportunities.

As I mentioned, despite our initial recovery from the recession, unemployment remains too high
and private investment remains too fragile to erect additional barriers to job

creation. Unfortunately, that’s exactly what wage mandates like those proposed in Intro 251-A
will do: drive unemployment up and drive private investment in the City down. The proposed
bill would also essentially impose a City-mandated minimum wage for certain segments of the
economy. Wage policy is determined at the Federal and State level, not the local level; imposing
wage mandates here will only push more businesses to flee to other lower-cost jurisdictions.
Furthermore, attempts by the City to impose minimum wage requirements in this manner have
been held improper by the State’s highest court.

But before I talk in more detail about our perspective on this bill, 1 think it is important to step
back and frame why our system of economic incentives exists in the first place. At a fundamental
level, it is important to recognize that private developers and private businesses have a choice
about where they do business and where they invest. They do not have to do business in New
York, just as they do not have to do business anywhere else; they make their decisions based on
where they can earn an economic return, just as you or I would if we were deciding where to
open a store or restaurant.

The unfortunate reality is that on a standalone basis in many parts of the City it is not as
economically attractive to open a new business as it would be in larger markets or places with
high tourist volume like Midtown Manhattan. But we do not believe in letting the free market
operate without regard for the vitality of our neighborhoods. We believe, for example, as the
Speaker has argued, that every neighborhood and every New Yorker should have access to
healthy fresh food. We believe that no New Yorker should have to commute to another part of
town to buy clothes or household necessities. And so our system of incentives is designed to help
make it more attractive for private sector businesses to open and expand in every neighborhood
throughout the City. Incentives remove a critical barrier; this bill would erect a new one —
moving us in the wrong direction.

In my testimony today, I will outline the key findings from a study that we conducted on the
effects of living wage mandates on employment, income levels and real estate development in
the five boroughs. The findings of this study show that, if enacted, this bill would increase
unemployment and reduce private investment in the very communities it is intended to help.



I’d like to start by explaining why we chose to conduct this comprehensive study. In December
2009, the City Council voted to reject a developer’s plan to invest $310 million into the vacant
Kingsbridge Armory in the Bronx. That plan would have transformed the site into a dense retail
center, with more than 2,200 jobs. Half of those jobs would have paid more than $10 an hour,
but some elected officials were seeking a requirement that every job at the Armory pay at least
$10 an hour. The developer, The Related Companies, one of few firms willing to invest in the
Armory and the one selected with the help of a Task Force comprised of local and citywide
representatives, would have been prevented them from attracting tenants and securing financing
with such a requirement. The RFP to identify developers stated a preference for including a
living wage provision in proposals at the request of local representatives, and yet not one
developer responded that such a provision was feasible. Instead of 2,200, zero jobs were created,
and the construction jobs that would have been created were lost, too. As you all know, the site
still lies vacant today. Particularly given the current unacceptably high-level of employment, we
want to avoid replicating that situation in potential development sites across the five boroughs if
this legislation were enacted.

That was a disappointing and painful episode for the Administration, the real estate community,
the Council and the City as a whole. During the debate around the fate of the Armory, it became
clear that there had not been a significant and comprehensive analysis of existing living wage
policies across the country. Instead, the debate around the Armory relied on incomplete,
anecdotal evidence and ill-conceived assumptions. The Bloomberg Administration has a strong
record of testing hypotheses with historic data on important policy issues. An issue as important
as this, affecting hundreds of thousands of potential jobs, and a bill with implications as far-
reaching as Intro 251-A, certainly requires that type of analysis,

So, through the Economic Development Corporation, the City issued a public Request for
Proposals in the summer of 2010 for a team to conduct the most comprehensive survey to

date on the issue. We received a number of responses from qualified academics and consultants,
with the best proposal coming from Charles River Associates, a leading global consulting firm
with strong expertise in economic and financial analysis. The team responsible for the research
included Charles River Associates Vice Presidents Marsha Courchane and Matthew Thompson,
Professor David Neumark of the University of California-Irvine, Professor

Timothy Riddiough of the University of Wisconsin-Madison, and Professor

Anthony Yezer of George Washington University. They have spent the past eight

months conducting the study and are continuing to finalize their report now.

CRA is an internationally-respected consuiting firm with expertise in labor economics and
providing clear, data-driven, and unbiased analysis. Much of CRA’s work involves providing
expert testimony 1n litigation under oath; employees hold themselves to the highest standards of
rigor and evidence-based approach in their work. The team members are tenured, published
professors at leading universities and are expert in their fields of labor and real estate economics.
Over the course of the last several months, the study team has also met with a balanced group of
external stakeholders, including both advocates and opponents of living wage mandates who
suggested data sources and published studies to review, and provided general feedback.



The scope of the study includes: first, a comprehensive review of the existing research on the
impacts of living wage laws on labor market and real estate development outcomes, including a
review of studies which support living wage laws and those which oppose them; second, a
survey of 113 cities in the 100 largest metropolitan areas in the United States, and a detailed
statistical analysis of the 39 cities that were studied in that group; third, an analysis of the
economic impact of those laws; fourth, the development of a model to estimate the impacts of
such living wage laws on real estate investment levels and economics and associated jobs;

and fifth, the simulation of the impacts of the proposed living wage law on labor market
outcomes and real estate development in New York City. Please note that although the bulk of
the work was completed before the amended version of the bill was proposed, the authors
reviewed the amendment and believe that the findings generally hold true for the amended
version. A number of these changes included in the amendment were anticipated in the models,

The final report is being completed and will be more than 350 pages in length, but at the request
of the City Council we have produced the key findings from this study to inform this hearing. 1
would like to discuss these key findings and implications in as simple and brief a manner as
possible before taking your questions.

The first key finding is that while dozens of cities around the country have some type of living
wage law, the proposed legislation that we’re discussing today is unique: in no uncertain terms
there is no wage mandate in the country that is as sweeping as Intro 251-A. Due to (a) the
penalties and monitoring obligations associated with this proposal, and (b) the number of
businesses in New York City that require incentives because of our uniquely high cost and tax
structure, this bill will result in larger negative impacts on investment and employment.

The study used real data from 39 cities and sought to discover the effects of these cities” policies
on employment and poverty reduction. By ‘real data’ I mean statistical data, collected by the
Federal government, which when analyzed shows what actually happened when living wage
laws were passed. The most significant finding — meaning the statistical finding with the most
certain evidence — showed that living wage policies have a negative effect on employment of
low-skilled workers. Put simply and unequivocally: the data shows that living wage mandates
have eliminated low-skilled jobs, reducing opportunities for the neediest citizens. The statistical
evidence from the 39 cities shows that a $10 wage mandate would cause a 2.2% employment
decrease among low skilled workers.

Why do employers shed low-skilled jobs when a wage mandate is imposed? There are two
reasons: first, some projects, like the Kingsbridge Armory, that would have added jobs would not
go forward. And second, if forced to pay higher-than market-rate salaries some employers would
hire fewer, higher-skilled workers to do the same jobs. This is particularly easy for employers to
do when unemployment is high and many people are looking for jobs.

Another finding of the study is that living wage mandates do modestly increase wages among
some low-skill workers - an average income increase of 1.9% was observed in the statistical
evidence. That therc is any wage increase is less statistically significant (meaning the evidence is
less assured), but even if there is, as I’ve outlined, it would come at an extreme price.



The consultants then sought to understand the implication of these two findings on reducing
poverty. Put simply: some workers realized increases in income but did so at the direct expense
of many workers who were no longer employed as a result of the wage mandates. The wage pie
was essentially the same size, but it was split among fewer people.

And while wage mandates may have caused a modest reduction in the number of households
with earnings below the Federal poverty line (in the order of 0.9 — 1.6 percentage points), with
the evidence being highly variable, the mandates also decreased household participation in
income-support programs, therefore offsetting to some extent the increase in household earnings
caused by the mandates. Specifically, the study found that the overall impact of the wage
mandates on poverty levels in New York City would be very small, and the number of
households in extreme poverty would actually increase.

Following the interpretation of the historical record of living wage mandates on cities across the
country, the study sought to apply these findings to New York City and to project how a living
wage mandate would affect New Yorkers.

The simulations show that between 6,000 and 13,000 low-skill jobs would be eliminated as a
result of the enactment of these wage mandates. Simply put: the number of job opportunities for
low-income New Yorkers would shrink as a direct result of this legislation. And the distribution
of these lost job opportunities was not even across the five boroughs. In fact, 90% of the jobs lost
would be in areas outside Manhattan with the greatest losses in the Bronx, Brooklyn, and
Queens.

The projections also demonstrated that some New Yorkers would see their wages increase, but
that this increase was only experienced by 10% of the low-skilled workforce, Using the 2009
City poverty threshold estimated by the NYC Center for Economic Opportunity (CEQ), the
simulations show that the wage mandates would decrease the fraction of households with
earnings below the poverty line by between .01 and .02 percentage points. I'll say that again, to
emphasize this important point. The number of households in poverty declines by only one
hundredth to two hundredths of one percent. At the same time, the employment losses increase
the fraction of households in extreme poverty by between .05 and .12 percentage points. Again,
the average household income gains are roughly cancelled out by the average household income
losses, due to fewer overall low-skilled job opportunities. The projections also demonstrated that
some New Yorkers would see their wages increase, but that this increase was only experienced
by 10% of the low-skilled workforce.

Simply put: this policy will help some New Yorkers, while pushing some of the neediest
residents even further into poverty.

The study also considered the proposed legislation’s profound impact on the City’s real estate
market. As [ mentioned, because of our City’s unique cost and tax structure, a number of City
incentive programs are required to incent investment and development, particularly in areas
outside Manhattan and in industries like manufacturing and retail, where margins are thin. The
proposed legislation imposes far more substantial monitoring costs and penalties that create
risks, expenses and disadvantages for developers and business owners.



In fact, the study found that for almost all types of assistance, the cost of wage mandates would
exceed the value of financial assistance.

Therefore, some private investments that would have previously gone forward with financial
assistance would no longer be financially feasible. If this legislation were enacted, many projects
would never get built. And the study found that this disinvestment effect was not evenly
distributed around the five boroughs; unfortunately, it would be concentrated in neighborhoods
that most need development. In effect, we would see the unfortunate outcome of the
Kingsbridge Armory repeated many times over.

The study found that only investments remaining financially feasible without assistance would
be likely to proceed. In these cases- which would likely be located in wealthier areas of
Manhattan - because the developers would proceed without the incentives, they would not then
be obligated to pay workers the mandated wage.

Overall in the real estate market, as a result of fewer real estate investments, the study shows
that aggregate employment in the City would decline as a result of the proposed legislation. The
consultants estimated this could result, over 20 years, in between 33,000 and 100,000 jobs not
being created in New York City. These job losses would not be limited to low-skilled jobs, but
would be spread among workers at all levels of compensation and wages. This estimate only
includes direct jobs losses; it does not factor in additional opportunities such as construction jobs
while projects are being built, nor does it account for the economic activity associated with those
who would have worked on the projects spending their wages in local cafes, shops, and so on.
Over 20 years, the EDC estimates that more than $7 billion in investment will not happen as a
result of this legislation.

We in the Administration have been analyzing these findings closely, as well as the findings of
other relevant studies, and we have been briefed several times by the study’s authors. It appears
that this legislation is designed to channel money from wealthy real estate developers to the
City’s working poor. Despite this intent, the actual impact would be quite different. After

this thorough review, we recognize that wage mandates may help some New Yorkers, but they
will simultaneously hurt some of our neediest citizens. The policy would pay for some wage
increases on the backs of the poor. Accordingly, we have grave concerns about the overall
impact of wage mandates in New York City, and the chilling effect they would have on job
creation and economic development throughout the five boroughs. Due to those concerns, we
cannot support this bill.

As I mentioned at the beginning of my testimony, and as | know you are all aware,
unemployment is unacceptably high. We cannot allow it to increase. We cannot allow families
outside of Manhattan to suffer higher rates of unemployment than they already do. We cannot
allow private investment to be scared away. We cannot allow real estate development to stop in
its tracks. Unfortunately, that’s exactly what this bill would do.

I would like to focus for a few minutes on several immediate and tangible impacts that this
legislation would have. First, it is important to note that many of the projects that receive City



assistance are in the industrial sector. The city’s industrial and manufacturing sectors have been
weakened by years of macroeconomic changes, and the private sector has a weak appetite for
financing new industrial or manufacturing businesses. In recent years, we have several examples
of these types of companies moving to neighboring states or cities to avoid our City’s high costs.
Industrial and manufacturing businesses rely on City support and investment, and this bill
represents a real threat to them.

Let’s focus for a moment on one real-life New York City business: Hindustan Granite is a
fabricator and distributor of marble and stone products that was leasing 28,000 square feet in
Greenpoint with ten employees. The company was at full capacity in its factory space and
looking to grow. They explored real estate options in New Jersey and saw that they could
achieve cost savings by moving across the river. But they also identified a larger facility in
Greenpoint. By taking advantage of benefits including sales tax abatements and Industrial
Business Zone relocation tax credits, the company was able to acquire the larger, modern
production and warehouse facility, creating 12 new jobs.

The majority of Industrial Development incentive packages go to unknown industrial businesses
like Hindustan Granite. These kinds of businesses typically rely on an apprenticeship system to
train employees. Entry-level employees start at a relatively low wage, often below $10 an hour,
as they learn the trade, but can earn several times that wage as they’re trained and move up the
ladder.

There are dozens of businesses that rely on our support in industrial areas in Williamsburg,
Bushwick, Sunset Park, and East New York, Brooklyn; in Long Island City, Maspeth and
Jamaica, Queens; on the North Shore of Staten Island; and in Bathgate, Hunts Point, Port Morris
and Zerega in the Bronx. Imposing a living wage mandate on these struggling businesses would
largely cancel out the value of their incentive packages and would make it virtually impossible
for them to stay and grow here in New York City.

Later today you will hear testimony from a small business owner at the Brooklyn Navy Yard,
Mercedes Distribution Center, who will tell you that the added administrative costs imposed by
this legislation will cut into his already razor thin margins. It will make him more vulnerable to
his competitors in New Jersey and Pennsylvania. There are businesses like this that would be
adversely impacted by this legislation in many city-owned properties, from the city-owned
markets in the Bronx and Manhattan, to the Brooklyn Army Terminal, Bush Terminal or soon to
be developed Federal Building in Brooklyn.

In other areas where the City must maintain its level of competitiveness with neighboring states
and cities, this bill would weaken the City’s position versus its competitors. For instance, as you
kriow, we are currently working on a plan to rebuild the Hunts Point produce market. As we
work with local, State and Federal partners and the market to come up with a feasible plan, we
are constantly met with competitive threats from across the Hudson. We know that New Jersey
elected officials are aggressively courting the produce market, and they have made no secret
about their willingness to spend freely on major incentive packages, like those for Panasonic or
the giant Xanadu shopping mall. With those types of offers on the table, a living wage mandate



could be the proverbial straw that breaks the camel’s back, sending the produce market packing
for the Meadowlands. We feel that the passage of Intro 251-A will create another significant
hurdle in our dealings with the Hunts Point Produce Market and efforts to keep them in the
Bronx.

In addition to forcing out existing businesses, wage mandates would also cause mixed-use
developments in areas outside Manhattan to never break ground, much like the Kingsbridge
Armory. For instance, let’s look at the Hub at 149" Street — a new potential development in the
Mott Haven section of the Bronx within the Bronxchester Urban Renewal Area. The site has
been underutilized for decades and the community has been clamoring for development. Just last
week, the City announced that a private developer was selected to purchase the site and build a
varicty of community amenities including a new supermarket, school, restaurants and other retail
and community facilities including a public plaza. The project will create 58 net new

permanent jobs and more than 100 new construction jobs, and the developer has committed to
use HireNYC, the City’s local hiring program. The City, the community and local elected
officials are all excited about this project moving forward. But if wage mandates are imposed,
we will face a Kingsbridge-like scenario all over again.

One of the great economic policy initiatives of the last few years, the Food Retail Expansion to
Support Health program, would be seriously threatened by this legislation. FRESH was created
to give supermarket owners greater incentives to build in low-income neighborhoods where
access to fresh produce has long been hard to come by. Supermarkets typically are low margin
businesses, so they often need incentives to break ground on new projects, particularly in low-
income neighborhoods. We can now see examples of this program working successfully: next
month there will be a ribbon cutting of a brand new supermarket in Melrose in the Bronx that
was built using this incentive program. But the additional costs of the proposed legislation would
cancel out benefits of the FRESH program. If this legislation were passed, supermarkets like the
one that will open its doors next month, would not get built. Supermarkets that are currently in
the FRESH pipeline across four boroughs would likely not proceed.

The negative impact of wage mandates on the retail sector won’t be felt only at shopping malls;
they will also put affordable housing at risk. Most large residential development in New York
City includes ground-floor retail to reduce the subsidy needed to finance the affordable units.
Increased wage requirements lower profits, reducing the value of the retail space. That reduced
value would mean either adding more government subsidy or reducing affordable units. That is a
threat to projects all across the City that are part of the Administration’s New Housing
Marketplace Plan, which is creating 165,000 new units of affordable housing in neighborhoods
like Long Island City, where the Hunter’s Point South project is the biggest affordable housing
project in decades, or Willets Point, where 35% of the housing units built will be affordable.

Across the City, there are projects that would be threatened by this legislation. In Central
Brooklyn, where private investment is needed, vacant sites like the Chesnut-Dinsmore site would
likely lay fallow. In the northeast Bronx, promising development opportunities like Westchester
Square, or the Zerega industrial sites, would be less likely to move forward. From Willets Point,
to East Harlem, Downtown Jamaica, to the Homeport on Staten Island, to the Brooklyn Navy



Yard and Coney Island, there are thousands of future jobs that would be not be created if this bill
becomes law.

Over 20 years, we estimate that more than 37 billion in investment will not happen as a result of
this legislation. Last week, Mayor Bloomberg announced the FY 2012 budget. Part of the reason
budget cuts are needed is because investment levels and job creation took a major hit with the
recession, Economic development assistance is designed to help get that engine going again. As
the study shows, this legislation will depress investment levels, which can only exacerbate fiscal
problems, which would hence mean even tougher cuts in the future.

Industrial and manufacturing businesses, affordable housing developments, fresh food markets,
projects that include open space and community space, and projects located in areas that need
private investment. Those are the City’s most vulnerable, risky projects and, for that reason, we
provide incentives to make them happen. Singling out and adding costs to the developments least
able to absorb additional costs will make then even harder to make happen. In many cases, they
won’t.

Less private investment means fewer construction jobs. The job losses ['ve discussed refer to
permanent jobs, but we estimate that tens of thousands of construction jobs will be lost as a result
of this legisiation as well. This high-paying industry supports a strong middle class in our City.
But the recession has taken a toll on this industry in the last few years, and employment levels
have not been this low since 1998. Another of the great economic development policy initiatives
of the last few years has been City support for Minority and Women-owned contractors. These
contractors would find less work as a result of this bill. We cannot afford to create additional
challenges for the construction industry in our City.

Proponents of this bill may argue that there are other recent studies that disagree with our finding
that wages gains will come at the cost of job loss. [ would reiterate that this is the most
comprehensive and up to date study of the effects of this policy on major cities. Our study also
models - using publicly available benchmarks as inputs - the real estate investment and
employment impacts of the proposed legislation on workers outside of the low wage workforce.
This is not something seen in any previous living wage study the consultants are aware of, but is
very relevant to this proposed legislation and its impacts- remember that more than half the jobs
at the Kingsbridge Armory would have paid more than $10 an hour and those jobs were also lost.
‘That is something about which studies such as the American Center for Progress choose to
remain completely silent.

What | have been addressing thus far explains what we believe to be the likely practical impact
of this bill on jobs and the City's economy. However, this discussion assumes the validity of
the bill from a legal perspective. In fact, we believe that the bill raises significant legal issues.
Perhaps the most significant concern is that by attempting to cover a wide range of parties for a
period of thirty years or more -- including entities whose relationship with the City is remote or
non-existent -- the bill seeks to impose a requirement that essentially amounts to a minimum
wage for a sector of the City’s economy. This is a subject matter reserved to the State. Attempts
by the City to impose minimum wage requirements in this manner have been held improper by
the State’s highest court. Further, in some cases the bill appears to cover entities that may have



pre-existing contractual arrangements with future financial assistance recipients in a manner that
would alter the financial obligations and expectations of those entities and lead to burdensome
litigation among affected parties.

Key provisions of the bill would also apply to entities and programs that the City is preempted
by State law from regulating through local legislation. For example, the bill covers a number of
public authorities and other entities that are generally subject to State but not City legislation.
Moreover, many of the financial assistance programs the City relies upon, such as tax incentives
that are granted as-of-right to eligible tax payers, are enabled by State or Federal legislation. The
City cannot condition the receipt of the benefits through additional requirements not authorized
by the State or by Federal enabling law. The bill’s explicit attempt to cover such a broad portion
of the economy, combined with terms and provisions that are vague or difficult to interpret, is
virtually certain to lead to controversy and litigation.

Moreover, the bill unlawfully reallocates the powers delegated to elected officials by the City
Charter, particularly by expanding the enforcement role of the City Comptroller and infringing
upon the powers allocated to the Mayor to determine the business terms for the acquisition and
disposition of real property. A deviation from the roles specified in the Charter for the Mayor
and Comptroller cannot be accomplished simply through a local law. Such a deviation requires a
referendum by the voters.

In conclusion, we believe there are better ways to achieve the goal of reducing poverty, without
the collateral damage of increased unemployment and lowered private investment. The
Administration is focused on creating jobs in a variety of sectors, investing in training to help
people raise their skills and incomes, and undertaking the largest affordable housing program
anywhere in the nation. These efforts directly benefit low-skilled workers and their families.

The City’s proactive approach to workforce development and job placement services has paid
significant dividends and represents our commitment to helping get New Yorkers back to work.
Through the Department of Small Business Services, our Administration runs a network of nine
Workforce 1 Career Centers in all five boroughs. These centers provide jobseekers with a full
array of employment services including job placement, career counseling, professional
development and access to training opportunities. In 2010, our Workforce 1 Centers connected
New Yorkers with more than 31,000 jobs, up from fewer than 500 early in the Administration.
We have also committed to helping more New Yorkers find better-paying jobs. Through the first
quarter of 2011, we have grown the number of New Yorkers placed in jobs with wages of
$15/hour or better at our centers by more than 40%. Three of our Career Centers are specialized
sector-based centers focusing on transportation, healthcare and manufacturing. These centers in
particular have been effective in connecting New Yorkers to sustainable good-paying jobs; the
Healthcare Workforce 1 Center in Queens has placed New Yorkers in jobs with an average
hourly wage of $19.85. Our transportation center has facilitated more than 3,000 placements or
promotions with an average wage of more than $12 an hour.

But we know we must do more, and the Mayor has committed to expanding our efforts even
further with the planned addition of ten new Workforce 1 Express Centers this year. These
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additional centers will increase our job placement capacity and allow us to meet the Mayor’s
goal of at least 40,000 job placements in 2012.

Another critical component of our strategy to tackle unemployment has been in skill
development to help out-of-work New Yorkers learn the skills that will allow them to get back to
work and earn higher wages. The modern economy is putting a higher premium than ever on the
skills that our education system is not successfully preparing our students in. To help close that
skills gap, we have made millions of dollars available to support specialized skills training across
the City.

Deputy Mayor Steel recently met with a family-owned HVAC business in Queens that had
received one of these training grants. This small but growing business used that money to
develop a customized training program which allowed entry-level workers to leamn the skills
necessary to be promoted to supervisory positions with significantly higher wages. Not only did
this training program help those promoted workers grow their wages, it also allowed the
company to then hire more entry level workers AND serve more customers. Our Administration
will continue to make investments like this that help grow wages, create jobs, and expand the
economy. Enhanced skill development is the surest way to increase the wages of lower-income
New Yorkers, and we appreciate the Council’s consistent support for these crucial programs.

We are also helping the most important job creators — small businesses in neighborhoods across
the City — expand their businesses. Helping small businesses expand is crucial to getting New
Yorkers back to work; 96% of the City’s businesses employ fewer than 50 people, and nearly
half of New Yorkers are employed by small businesses. SBS also operates a network of seven
Business Solutions Centers located throughout the City which provide small businesses with a
comprehensive set of services including business courses, business planning, legal assistance,
help accessing financing and help navigating government. In 2010, more than 12,000 businesses
were served by these Centers, and we helped provide access to more than $30 million of private
financing for small businesses. More than 4,500 people participated in our business training
courses. These kinds of investments are vital to growing the City’s economy and creating
sustainable well-paying jobs for New Yorkers.

Those are some of the things we are already doing, and there are new measures we would
support: like an increase in the Earned Income Tax Credit that would help the working poor. The
Earned Income Tax Credit is a refundable federal income tax credit for low to moderate income
working individuals and families. The City estimates that a 10% increase in City, State and
Federal EITC would see approximately $92 million accrue to eligible houscholds in New York
City and lift 30,000 people out of poverty. It would cost the City about $10 million a year and
would have a more widespread effect than Intro 251-A, without its adverse employment impacts.

Again, this Administration is committed to helping this City’s neediest residents, but Int. 251-A
would not only fail to help that group, it would result in thousands of fewer jobs for them.
Instead, we should continue and expand our efforts to promote private sector investment and
private sector job growth. That means helping more New Yorkers develop the skills they need to
compete in the modern economy. That means helping small businesses access the capital they
need to grow their businesses and hire more New Yorkers. And it also means continuing to
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provide develope s with incentives to increase the amount of jobs and economic activity in every
neighborhood throughout the five boroughs. Every city in the country is doing everything it can
possibly do to create new jobs. New York City is in no position to take steps we know will mean
fewer jobs for New Yorkers.

I am now happy to answer any questions you may have.
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Testimony: Committee on Contracts

Proposed Int. No. 251-A - In relation to requiting the payment of a living wage to
employees employed on property developed by recipients of financial assistance for
economic development.

John Petro, Policy Analyst
Drum Major Institute for Public Policy

I want to focus my testimony today on some of the troubling, underlying trends occurting in
New York City’s economy that point to the ctitical need fot laws like the living wage bill that
you all are considering today. Specifically, I want to talk about the overwhelming dominance
of the city’s lowest-paid industries in the city’s employment growth.

Last December Mayor Bloomberg gave a speech that talked about how New York City was
regaining jobs more quickly than the state or the nation. While the city has gained about
52,000 private sector jobs over the past year, but the extent to which this growth has
occurred in low-wage industties has not been widely tepotted.

We looked at the latest data from the State Department of Labor and found that the two
fastest-growing industries—hospitality and retail—are also the city’s two lowest-paid
industties. These two industries alone represented over half of all the city’s job gains over
the past year and have average wages between 51 and 59 percent lower than the citywide
average wage.

When we looked at the city’s five lowest-paid industries, we found that 82 percent of the
city’s employment growth was in these industries. So the vast majority of the city’s new job
growth has been in these low-wage, and in some cases poverty-level wage, jobs:

It is important to consider what effect this will have on New York’s working families. In
futute years a latger percentage of the city’s wotkforce is going to be relying on these low-
paying jobs to meet basic needs, and in many cases the wages they earn will place them on
the threshold of poverty, homelessness, and hunger. Just think: half of all the city’s new jobs
pay wages less than half the city average. What do you think the result will be on earnings for
New York’s working families?

Opver the past 20 years, real wages have been stagnating for most New Yorkers, according to
research by the Fiscal Policy Institute. Even among those with a bachelor’s degree, wages are
stagnant, and for young people with a bachelot’s real wages are actually falling. At the same
time, the proportion of the city’s workforce employed in low-wage service sector work has
increased from 32 percent to 42 percent. The job growth we’te seeing over this past year
indicates that this trend is going to continue, and probably at a faster pace than before. It is
widely believed that the city’s economy is going through 2 petiod of restructuring, and that
the Great Recession has changed the city’s and the nation’s economy and the type of jobs
that will be created.

That is why the dominance of low-wage work is especially troubling now, and it is why the
City Council needs to take decisive action to raise wages for New York’s working families



that will have no other employment prospects than those in retail, hospitality, home health
cate, and other low-paying industries. I don’t think you will find anyone that will argue that it
is better for the city’s economy that wages ate falling and that so many of the city’s new jobs
pay such low wages. It’s not that these industties ate growing that is the problem, but rather
the low pay associated with these jobs is problematic.

Given these trends, it is unclear why the Administration feels that raising wages at the city’s
economic development projects, where the city spends taxpayer resources to create jobs, is
bad for the city’s economy. It is not overly simplistic to think of these issues in this way, its
just comamon sense.

These low-paying jobs ate having no trouble being created. Why would we spend additional
city resoutces to create more of them? Why not think of a better use of the city’s economic
development resources? Maybe it will be a bit more difficult to get some projects off the
ground, though T doubt that these retail projects will have difficulty making money even with
new wage standards—just take a visit to the Atlantic Terminal Target and youw'll see just how
widely popular and undoubtedly profitable these developments ate. But shouldn’t the city’s
goal be to create jobs that families can actually live off of? Why would we want to cteate jobs
that require families to stay on food stamps or housing assistance? Why wouldn’t we want to
provide a way for these families to get a foothold on the ladder of economic mobility, rather
than on a treadmill of low-wage wotk.

These ate really the basic questions that we should be asking. We know from the experience
of other cities that we can make this work because it bar worked elsewhere. Thank you for
your time and attention.



John Rozankowski, Ph.D.
Rozankowski@aol.com

City Council Hearing - May 12%, 2011

The Living Wage is an issue which transcends the so-called partisan divide.

To wavering Democrats in the City Council: May I remind you that fairness is a fundamental
principle of the Democratic Party. The Living Wage is the epitome of fairness as public money
loaned to spur development is returned to the people. When banks loan money, they expect a
return of the principal with interest. It is very unfair that the people’s loans should be treated
differently!

To Republicans in the City Council: May I remind you that the people, not government, know
best is a fundamental principle of the Republican Party. The Living Wage is more effective than
the financial component of a Community Benefits Agreement. In a CBA, money is given to
organizations with hopes that some benefits will trickle down to the people. In contrast, the
Living Wage gives money directly to the people and they will decide how to spend it. [This will
spur individualism, rather than dependency, and may ignite the rebirth of the middle class, which
this City desperately needs.]

Opponents of the Living Wage, on the other hand, adhere to no principle except maximizing
their pecuniary profits. They don’t care about the future of the city and are unconcerned by the
suffering of its citizens.

Thus, the choice before you is very clear: You can vote against the Living Wage and coddle
these avaricious elitists or you can vote for the Living Wage, following the precepts of your
respective parties, and proudly standing with the people. We at KARA hope that you will stand
with the people.

Thank you very much.
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Statement of Tony Juliano
President, Greenwich Village-Chelsea Chamber of Commerce

RE: Intro 251-A “Living Wage”

TO: NYC Council Committees on Economic Development, Small Business, and
Community Development.

DATE: May 12, 2011

Good afternoon council members. Thank you for giving me the opportunity to
speak to you today to voice our strong opposition to the so-called “Living Wage”
bill, Intro 251-A.

My name is Tony Juliano and | am the President of the Greenwich Village
Chelsea Chamber of Commerce. Qur Chamber represents businesses in an
area of Manhattan that stretches south from Canal Street up to 34" Street and
from the Hudson River across to 3" Avenue. Although you have heard and will
continue to hear today about the harsh impact of this bill in underdeveloped
areas of the five boroughs, its effects will be felt in every neighborhood. A major

concern of our members is the bill's impact on small businesses.

Proponents claim it exempts small businesses. However, the exemption is very
limited. To qualify, a small business’s annual gross revenues cannot exceed $1
million, inclusive of all its locations and all revenues of parent entities,
subsidiaries, etc. What about a small, entrepreneur who buys a franchise as an
_entry into this market? He or she will be subject to these wage mandates
resulting in an unfair disadvantage. And if a very small business is successful
enough to consider opening a second location, then it is likely that they too will
be subject to the mandates. One can imagine how difficult a decision it would be
to choose to take the risk of opening a 2™ location knowing that your labor costs
across the board will go up by almost 50%.
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And, perhaps $1 million sounds like a large amount, but in this city, in this
borough, $1 million top line revenue might well equate to a very small bottom
line. In fact, the exemption does not account for whether the business is
profitable, or any of the other taxes, fees and mandates that are imposed on
businesses in this city.

Another way that this bill will affect small businesses is tied to the city’s efforts to
encourage affordable housing. Proponents of this legislation claim that it
exempts affordable housing. However, you'll hear today that most affordable
housing in the City will not qualify under the exemption. And many such
developments include street level retail within the property at market rents. This
bill does not exempt any retail space within that property nor does it exempt the

space from the compliance requirements.

It is unfair to the retail merchant who happens to rent in a building that is subject
to the mandate. These are merchants who have not benefited in any way from
the government subsidies that trigger the wage and compliance mandates in the
first place. How are they to compete with the business across the street that is
not subject to these mandates?

And the compliance requirements alone are onerous. Even if exempt, we’ll have
to keep documentation for a minimum of 30 years. Documentation on full-time,
part-time, temporary, seasonal employees; independent contractors; and
contingent or contracted workers....I run a small business myself and can't
imagine how I'll be able to do that without spending a lot of money now in
technology and storage, and extraordinary ongoing operational expense to keep
current and in compliance.
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I think it's clear that these mandates will slow growth, stifle investment, and kill
jobs. Whether it will kill 33,000 jobs and $7 billion in private investment as
Bloomberg study suggests or some lesser number. The question for lawmakers

is how many lost jobs or billions in lost investment dollars are acceptable.
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REAL ESTATE BOARD OF NEW YORK !
TESTIMONY OF THE REAL ESTATE BOARD OF NEW YORK IN OPPOSITION TO INTRO 251-A
May 12, 2011

The Real Estate Board of New York, Inc. (REBNY) is a broadly based trade association of over

12,000 owners, developers, brokers and real estate professionals active throughout New York City. We
oppose Intro 251-A, which would impose wage mandates in excess of the federal and state minimum
wage on financial assistance recipients and their tenants, contractors and vendors and would have a
negative effect on development and New York City’s economy. While this bill has the commendable goal
of raising the wages of poor New Yorkers, it would result in substantial job loss for the workers it is
attempting to benefit and the neighborhoods most in need of capital investment, according to a recent
report on living wage legislation commissioned by the city.

Intro 251-A would require all financial assistance recipients and covered employers to pay a “living
wage” for at least 30 years from the time assistance is received and imposes significant compliance,
recordkeeping and reporting requirements hoth on direct recipients and those who locate in properties
who benefited from such funds. Requirements would apply when a recipient receives financial
assistance of $100,000 or more, inclusive of federal, state and local funds, for the improvement of real
property, economic development and job retention or growth. Such money would include cash
payments or grants; tax abatements and exemptions, bond financing, tax increment financing, filing fee

waivers, enviranmental remediation costs, and energy cost reductions.

The City and other government entities provide economic development money in order to decrease the
significant cost of development and the high real estate taxes in New York City to make projects
financially possible. In building new housing units and office space throughout the city, development
projects achieve a significant public policy goal of promoting economic development in neighborhoods
in each of the five boroughs by creating both new construction and permanent jobs and by generating
additional tax revenue. This financial assistance helps overcome the significantly high costs associated
with new construction in the City. Adding living wage requirements as a condition of this funding would
change the economics of these projects . Many of these projects would divert investments to pay for the
increased wages and administrative costs of this requirement. Others would simply no longer happen.
The City’s analysis suggests that $7 billion in investment will not happen, and as many as 33,000 jobs
would no ionger be created - hardly a minor impact on the future of the City.

As Kingsbridge Armory project showed, wage mandates are an absolute deterrent to capital investment
and can be the death knell for development projects. Developers cannot expect potential future tenants
to comply with a living wage requirement if the tenant could locate elsewhere and not be encumbered
with this same requirement. Tenants have no incentive to agree to leases when they would be subject
to wage mandates and increased administrative requirements such as those outlined in Intro 251-A. As a
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result, this legislation will cause a decline in development, especially in the other boroughs and upper

Manhattan where jobs are most needed. Instead, developers will choose to do projects in municipalities
that do not impose these regulations.

Additionally, we question how this bill would be implemented and enforced, especially for the initial
recipient of financial assistance. We do not understand how a recipient would be expected to monitor
the payrolls of every tenant, subtenant, contractor and vendor on-site. The significant penalties
associated with non-compliance would be a significant disincentive for individuals to take advantage of
City funding. Furthermore, the sweeping powers delegated to the Comptroller represent a significant
intrusion into business, and the amount of recordkeeping required, along with the 30-year maintenance
of records would be a costly burden to anyone affected by this bill. Even entities that might be able to
be exempted from the legislation, such as not-for-profits, affordable housing and small businesses with
less than $1 million wouid still need to maintain records and re-certify their eligibility for the exemption
annually — a significant burden on already encumbered organizations.

We question the authority of the City Council to impose living wage requirements on recipients of
financial assistance that was authorized by the state or federal government without these entities
specifically granting the City Council the authority to modify the program

Intro 251-A would aiso reduce employment of those currently employed. Studies have shown that wage
mandates like the one in 251-A act as a tax on labor and reduces employment most significantly for
workers in the lowest skill percentiles. Rather than helping lift the poorest out of poverty, living wages
can actually increase the problem by leading to additional unemployment among those who find it most
difficult to find new jobs. The City’s study found that the average increase in unemployment among low
skilled workers was 2.2% and generally cancelled out any wage gains among those who did not lose their
jobs.

In conclusion, Intro 251-A is a bill which would harm both the short and long term prospects of the City.
Rather than improving the lot of poor New Yorkers, it would lead to increased unemployment and fewer
jobs, and less private sector capital investment to continue to rebuild our city for the next generation.
We urge the City Council not to pass intro 251-A.
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REGARDING
NEW YORK CITY COUNCIL

PROPOSED INT. NO. 251-A

MAY 12, 2011



GOOD AFTERNOON

I AM JIM STEVENS REPRESENTING THE AIR TRANSPORT ASSOCIATION
— THE AIR TRANSPORT ASSOCIATION IS THE PRINCIPAL TRADE
ORGANIZATION OF THE UNITED STATES COMM ERCIAL AVIATION INDUSTRY -
BOTH PASSENGER AND CARGO AIRLINES.

1 AM HERE TODAY TO JOIN WITH THE IMPRESSIVE LIST OF PREVIOUS
SPEAKERS AND ORGANIZATIONS To OPPOSE NEW YORK CITY COUNCIL
INTRO 251-A.

WHILE WELL-INTENTIONED, THE BILL WOULD IMPOSE COSTLY NEW
MANDATES ON OUR AIRLINE MEMBERS AND OTHER COMPANIES LARGE AND
SMALL. |

A SIGNIFICANT PROBLEM WITH THIS BILL IS THAT IT SEEKS TO
REGULATE IN AN AREA CONTROLLED BY FEDERAL LABOR RELATIONS LAW.
THE VAST MAJORITY OF AIRLINE WORKERS IN NEW YORK CITY WORK UNDER
LABOR CONTRACTS THAT HAVE BEEN NEGOTIATED BY EMPLOYEE UNIONS,

TO ALLOW MUNICIPAL GOVERNMENTS TO IMPACf OR OVERRIDE THE
NEGOTIATED AGREEMENTS BETWEEN UNIONS AND MANAGEMENT THREATENS
THE BASIC TENET OF COLLECTIVE BARGAINING ON WHICH MUCH OF OUR

INDUSTRY IS FOUNDED.



WHILE IT IS ALWAYS THE CASE THAT CUMBERSOME MANDATES
THREATEN EMPLOYMENT AND AIR SERVICE IN THE LOCALITIES THAT IMPOSE
THEM. THE BURDENSOME ADMINISTRATIVE REQUIREMENTS EMBEDDED IN
THIS BILL ALL BUT GUARANTEE THAT IT WILL HAVE A SIGNIFICANT NEGATIVE
IMPACT ON OUR MEMBERS.

WE ARE PLEASED TO JOIN WITH THE PREVIOUS SPEAKERS AND

STRONGLY URGE THE BILL’S WITHDRAWAL OR DEFEAT.

THANK YOU.



The Riverside Church

INTERDENOMINATIONAL - INTERRACIAL - INTERNATIONAL
Oren - ArrirMing - WeLcoMming

The Rev. Stephen H. Phelps
Interim Senior Minister

May 12, 2011

To the Honorable Speaker Quinn and Esteemed Councilors:

Most testimony in support of the Fair Wages for New Yorkers Act states why this
legislation will be good and just for the poorest workers of the City. My claim looks
from the other side. The Living Wage will be good for the rich, the powerful, indeed
for the whole city and for the nation.

In the current issue of The Atlantic magazine, former chancellor of schools Joel
Klein writes of this nation, “We're rapidly moving toward two Americas—a wealthy
elite, and an increasingly large underclass . . . This division tears at the very fabric of
our society.” Well you know that we could spend days in hearings proving Mr.
Klein’s claim using data about the damage inflicted on the least and the lost through
our schools, our prisons, our infrastructure, our public health, our environment . . .

History records that all great nations ultimately fell because the people at the
bottom went too long ignored. You can read it from the prophets of Israel or the
books of Islam. You can read it from Jesus or from Edward Gibbon. Tragically,
history almost never records that a nation chose leaders wise enough to end injustice
in time; to cause the laws to support the dignity of all the people; not split the
people, but make them one. :

Economic justice for the poorest is in the highest self-interest of the wealthy. The
wise see this, for they know that their interests are not for themselves alone but for
their children’s children and for all children. When this wealthy city stands up in
wisdom with a law and a lamp to welcome the weak and the weary—why, a whole
nation is watching. You cannot choose a stronger means than this bill to mend the
fabric of our torn society and renew a future for all the people for a new century.

St -

490 Riverside Drive, New York, NY 10027 « 212.870.6776 - Fax: 212.870.6823 - sphelps@theriversidechurchny.org



Testimony of Hal Fetner
CEO of Durst Fetner Residential
New York City Council Committee on Contracts
May 12, 2011 :

My name is Hal Fetner and I am a third generation real estate deve"loper here in New York. Both my
grandfather and father developed properties in the Bronx and Manhattan.

Over the last few years, my company has built 1700 rental apartments, some in partnership with
the Durst Family.

All of these units were developed under the 80/20 program, and as a result I have also built
approximately 340 affordable rental units for working new Yorkers who otherwise could not afford
to live in New York City.

The goals of your living wages bill are laudable, however, the unintended é:o'nsequenc;es of this
legislation is that it will kill affordable housing projects and the jobs that they create.

To build an 80/20 project, you need financing. It is no surprise that today’s financing market is
tough. Banks are giving fewer loans and demanding more equity. Pre-leasing retail space before
- applying for a construction loan is an effective way to entice banks to provide the necessary
financing needed to build the project.

Retailers will not lease in my building if they are going to be required to pay their employees higher
salaries. They will rent in another location that is not subjected to this living wage bill’s
requirements.

80/20 builders like myself will have problems financing our projects. The immediate impact will be
that construction jobs won't start, permanent jobs will be lost and affordable housing won’t get
built. It 's a lose lose for everyone.

Finally, as a real estate owner who has rarely sold any of my assets, you are now puttingmeina
position of having to build condominiums rather than rental housing. !

[ don't want to be a condo developer. I also don't want to build outside of New York City. However,
this bill forces me out of the affordable housing business in New York City.

[ know everyone loves to hate develppers. I also know that [ take substantial risk wh_eh I build
these buildings, but I create hundreds and hundreds of good paying jobs, not just construction jobs,
but jobs for architects, engineers, advertisers, leasing staff, and brokers.

Don't force me to create those"jobs in New Jersey or Florida.
We all agree our city needs jobs and affordable housing, This legislation kills both.

#H##



Testimony of the International Council of Shopping Centers (ICSC)
Regarding Intro 251-A

Presented by G. Lamont Blackstone, Principal
G. L. Blackstone & Associates LLC

Madame Speaker and members of the City Council. I am a volunteer officer and
past dean of the School of Economic Development of the International Council of
Shopping Centers (aka ICSC), which is the trade association for that segment of
the commercial real estate industry encompassing retailers as well as the owners of
commercial properties within which those retailers operate, as well as the mayors
and elected officials who wish to attract retail to their communities. By profession
I am a consultant and a developer who has been involved in urban retail

development projects such as the Harlem Pathmark on 125"

Street, a supermarket-
anchored shopping center in the South Bronx, and a proposed affordable housing
project inclusive of ground floor retail — that last project is being spearheaded by

the New York City Housing Authority.

ICSC opposes this legislation although we recognize that it is born of good
intentions. Addressing the issue of working class poverty is unquestionably a
righteous goal, but this bill is the wrong tool, at the wrong time, being used in the
wrong way. If financial incentives are needed in order for a retail development or
redevelopment project to proceed, if that developer’s project or that retailer’s store
is not financially feasible but for the decision of the public sector to provide some
quantifiable amount of economic incentives, it defeats the purpose of providing the
incentive to begin with if you impc_:-se the incremental costs of a nearly 60%
increase in the effective minimum wage along with the record-keeping expenses of

compliance monitoring, along with the liability issues and risks. Financial

ICSC Testimony to NYC Council, 5-12-11 1of5



incentives are provided and only should be provided because a developer or
retailer faces a funding gap in attracting private sector debt and equity to cover
project costs, or because the higher costs of operating a project or store in NYC
prevent that developer or retailer from achieving adequate returns for the level of
rigk they are assuming. If this wage mandate is imposed, retailers — assuming they
still choose to come to a subsidized project — will likely pay considerably less in
rent. Lower rents will make development projects less likely to be feasible and
that will curtail development — stopping it during a period when construction
activity in this city is at a 5-year low. Ladies and gentlemen of the Council, if it
wasn’t for a package of incentives from the public sector, the Harlem Pathmark
project which has done so much to revitalize East Harlem, which has done so much
to expand healthy food alternatives in Upper Manhattan, without such public sector
investment that Harlem project would never have been possible. If that same
project was attempted today under these wage mandates, the East Harlem

marketplace would not get done.

However, even if a development or redevelopment project doesn’t need financial
assistance, you can expect this living wage legislation to deliver a deathblow to
urban retail attraction — particularly in the outer boroughs and Upper Manhattan.
The retail industry and the shopping center industry are struggling to recover from
wounds inflicted by the worst economic crisis since the Great Depression. At the
same time, supermarkets, restaurants, and other categories of retail are facing
higher commodity prices and escalating energy costs in the form of higher
electricity bills. Indirectly, retailers are impacted by higher gas prices, another
energy cost, because if 'consumers pay more for gas they are less likely to drive to
their favorite shopping centers or shopping districts. And those consumers also

will have less money to spend at retail outlets. So with these cumulative economic

ICSC Testimony to NYC Council, 5-12-11 2of5



pressures impacting the profitability of the conventional retail store, retailers are
highly sensitive to business risks and are leery of putting themselves in harm’s
way. How would a retailer have reasonable certainty that some prior property
owner did not benefit from the financial assistance threshold which triggers the
living wage mandate — thereby transforming that retailer into a “covered
employer?” Rather than assume the risk that a property was at some point in the
past the recipient of financial assistance or at some point in the future directly or
indirectly becomes the recipient of a compliance trigger of as little as one hundred
thousand dollars ($100,000), the chief financial officers of retail chains (and most
corporate real estate departments report to a company’s CFO) will likely delay,

reduce or reject store expansion opportunities in the City.

It may be argued that such concerns will only impact big box stores and national
chains since small retail businesses will not be affected because of the proposed
small business exemption. However, Intro 251-A’s small business exemption
provides no safe harbor. We estimate that if a store occupies more than 2,000 sq.
ft. of space or if the store ownership has total square footage in the City of more
than 2,000 sq. fi., it 1s at risk of being burdened with these crushing wage
mandates. If a small retailer grows a successful business in one location that is the
recipient of financial assistance and then expands his/her business to a second
location in the City, will that trigger the imposition of the wage mandate at the first
location? (This estimate is based on the $1,000,000 revenue cap and an average

sales productivity per square foot of store space of $500 per year.)

This living wage mandate raises significant questions which heighten uncertainties
and risks for developers, retailers and the lenders which finance both stakeholders.

The smallest supermarket project, inclusive of single-store operations, would be

ICSC Testimony to NYC Council, 5-12-11 3of5



entangled within the web of these mandates, thereby diluting the effectiveness of
incentive programs the City has instituted explicitly for the purpose of attracting
grocers to the City’s food deserts. According to the grocery trade organization, the
Food Marketing Institute: “Of all food retailing expenses, store labor accounts for
the largest portion with payroll at 11.5 percent of sales and employee benefits at
3.6 percent - together comprising more than half the gross margin.” The methods
available to grocers and retailers of all types for adjusting to higher wage mandates
are few: raising prices, revising operational processes, boosting productivity, or
lowering profits. In the post-Great Recession environment in which retailers now
live, the first three of the aforementioned tactics have limited application and the
last method has little appeal for investors who have alternatives for deploying their

capital.

According to the National Retail Federation, another retail industry trade group,
the New York City retail industry generates more than 298,000 jobs and $10
billion in wages. So retailing is a vital component of the City’s economy. ICSC
has partnered with New York City agencies and community development
organizations in spotlighting retail development opportunities in the South Bronx
as well as emerging local retailers which have grown from a single location to
several stores in the Five Boroughs. We have promoted to our membership the
importance of public-private partnerships and we look forward to working with the
Council and the Administration to nurture the expansion of retail opportunities and
amenities in all neighborhoods of the City. However, in order for those efforts to
be successful, developers and retailers need reasonable certainty over long time
horizons that their business models will not face draconian risks that make urban
stores less competitive than suburban outlets. This living wage legislation will add

inordinate complexity to the business environment for the next 30 years. To
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reiterate, we recognize that this bill was born of good intentions, but we fear that it
will grow into a deadly creature that will ravage the landscape of the urban retail

economy. Accordingly, we respectfully urge the Council to abandon Intro 251-A.

ICSC Testimony to NYC Council, 5-12-11 50f5



Advocates of the
Faod Industry
Since 1900

FOOD INDUSTRY ALLIANCE OF NEW YORK STATE, INC.

130 Washington Avenue * Afbany, NY 12210 + Tel (518) 434-1900 » Fax (518) 434-9962
Government Relations (518) 434-8144

Comments
by the Food Industry Alliance of New York State, Inc.
on Int. No. 251-A
in relation to requiring the payment of a living wage to employees employed on property developed by
recipients of financial assistance for economic development

The Food Industry Alliance of New York State, Inc. (FIA) is a not for profit trade association representing the
interests of New York’s 21,000 food stores. In New York City our members include A&P, AIM Stores, Bravo
Supermarkets, C-Town, D’Agostino Supermarkets, Fairway Markets, Food City Markets, Food Emporium,
Foodtown, Gristede’s, Key Food Stores, King Kullen, Met Food, Pathmark, Pioneer Supermarkets, Shoprite
Supermarkets, Stop & Shop, Trader Joe’s and Waldbaum’s as well as their wholesale suppliers including
Bozzuto’s, C & S Wholesale Grocers, Krasdale Foods, Supervalu, Wakefern, and White Rose.

On behalf of our members, FIA opposes Int. 251-A. The legislation would impose a minimum wage mandate
on recipients of financial assistance of $100,000 or more in New York City. It is sweeping in its provisions,
including m the definition of covered employers recipients of financial assistance as well as tenants, sub-
tenants, leaseholders or sub leaseholders who occupy property improved or developed with financial assistance,
fee holders or other condominium owners, and any contractors or subcontractors who work on the property for
more than 30 days. The bill requires that the mandated wage be paid to all employees — full time, part time,
temporary, seasonal, independent contractors and contingent or contracted workers — and makes no provision
for those covered by collective bargaining agreements. The requirements apply for at least 30 years. There are
extensive and onerous reporting and record keeping requirements. And, while the provisions do not apply to
any project agreement enacted prior to the law, extensions, renewals, amendments or modifications will trigger
inclusion for all covered employers.

This mandate, for an industry that operates in a highly competitive environment on the slimmest one percent net
profit margin, will clearty discourage supermarket participation in any project involving financial assistance.
Food stores cannot absorb new costs, continue to offer competitively priced products, and be successful. The
bill would put the much needed supermarket at a significant competitive disadvantage vis a vis all the other
formats now offering food that operate on much higher margins. Significant questions are also raised about
differing pay at different locations for those multi-store companies.

Most disturbing, if enacted Int. 251-A would discourage, if not completely shut down, the City’s FRESH
Program. Food Retail Expansion to Support Iealth, two years in planning and now a year and a half into
implementation, was designed to encourage supermarket development in the City’s most underserved
neighborhoods, fostering economic and health benefits in communities as access to a full line of fresh,
affordable, healthy food is improved. The zoning and financial incentives included in FRESH were crafted to
address some of the barriers that inhibit new store development and renovation and happily, there are now 10
projects in the pipeline. The benefit of those incentives will be wiped out if 251-A becomes law, depriving
underserved communities of new and/or improved food stores and depriving residents of needed job
opportunities. We will have taken one step forward and two steps back in achieving the goal of improving
access to healthy food and stemming the increases in obesity and diabetes,

FIA and its members urge you to reject Int. 251-A.
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Testimony by Joal Savino
Executive Vice President
Mercedes Distribution Center, Brooklyn, New York
City Council Hearing on Intro 251-A
May 12,2011

Good afternoon. My name is Joal Savino and I am the Executive Vice President of the
Mercedes Distribution Center. Our firm is located in the Brooklyn Navy Yard. We have
been at the Navy Yard for 40 years and, in fact, were one of the Yard’s very first tenants.

Mercedes is in the fulfillment business. We warehouse products for our clients—typically
e-commerce businesses—and ship out merchandise to their customers to fulfili their
orders,

While New York City is a high-cost location, we believe it is important to be located
here. It keeps us close to our clients, many of which are located in the city, and to many
of their customers in the highly populated Northeast.

As a small business, we are very sensitive to cost. The added administrative costs that
would be required by Intro 251-A would impose a major burden on our business.
Mercedes does not receive any direct financial incentives from the City and in fact pays
market rents in the Navy Yard. Yet, we would be impacted by the legislation because it
covers tenants of entities like the Brooklyn Navy Yard, which do receive financial
assistance from the City.

This legislation would require us to keep employee records for 30 years—a major
imposition on a small business where our workforce often changes based on the business
climate. We would also be required to file an annual certification about employee wages.
In addition, it is possible that many of our vendors would be covered by this legislation.

And if our vendors’ costs go up due to these added administrative burdens, they may
think twice before working for us—or charge us more for the same services they now
provide.

Running a business in New York City is always an exciting yet challenging endeavor.
Our company is already losing market share to competitors in Pennsylvania and southern
states that run with less overhead.

But we want to stay in New York, be productive and continue to create jobs. Please don’t
make it more difficult and more expensive for us to run a business in the city. We urge
you not to pass Intro 251-A. Thank you.

Ht



TESTIMONY
OF
DONALD R. SPIVACK

FORMER DEPUTY CHIEF OF OPERATIONS AND POLICY (RETIRED)
THE COMMUNITY REDEVELOPMENT AGENCY OF
THE CITY OF LOS ANGELES, CALIFCRNIA

ON

INT. 251-A -- THE FAIR WAGES FOR NEW YORKERS ACT

BEFORE THE
THE NEW YORK CITY COUNCIL

COMMITTEE ON CONTRACTS

MAY 12, 2011
CHAMBERS OF THE NEW YORK CITY COUNCIL
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Good afternoon, my name is Donald Spivack, | am recently retired from the Community
Redevelopment Agency of the City of Los Angeles (CRA/LA) as Deputy Chief of Operations and
Policy after 28 years of public service with that agency. 1am here to address a few points
relative to the topic of living wage requirements, which the City of Los Angeles adopted by
ordinance in 1997 and the Redevelopment Agency by policy in 2003. 1 was the author of the
agency policy.

The Community Redevelopment Agency was established by the city in 1948 to address blight
and disinvestment in the City of Los Angeles. It is Los Angeles’ equivalent to New York City’s
Economic Development Corporation and is the arm of city government responsible for
promoting economic development, including job and housing growth, in the City of Los Angeles.

Policy Qverview

The agency’s 2003 living wage policy covers a range of types of employees who work on
subsidized economic development projects. It extends to the developer’s own staff, and any
contractors or subcontractors hired by the developer to perform work on the project such as
security, janitorial and grounds-keeping staff. 1t therefore covers at minimum the work force
whose primary responsibility is at a covered site. Third party tenants are generally not covered
by the policy unless the project is built on CRA/LA owned and leased land. However, in many
cases key anchor tenants such as hotels have been defined as “participants” and as a result are
covered in the policy’s application. In addition, CRA/LA has a parallel policy that assures
extension of living wages to employees in hotels built on agency-owned land. Finally, these
requirements have been extended in many cases by community benefits agreements on
individual projects, or by the City of Los Angeles’ living wage ordinance. Small businesses
(those with less than $350,000 in gross income or 7 or fewer employees) are exempted.

Our agency has found the living wage policy to be an effective tool for ensuring that taxpayer-
subsidized economic development creates quality jobs for Los Angeles’ communities. We have
not found that it has inhibited new development or job growth in any way. In fact, even in the
current economy, 23 living wage covered projects are actively entering the approval process, a
strong indication that the developers are not deterred by the living wage requirement. Instead,
we view the policy as a key component of our development strategy — one which complements
our work to attract new businesses, build new housing, and strengthen the city’s tax and
economic base.

Covered Projects

To give you an overview of our experience with the policy, the agency’s recent development
inventory includes 254 projects, of which 144 have a living wage jobs component. The 144
CRA/LA projects with a living wage component, which range in status from completed to



Employers are encouraged to meet with the CRA/LA compliance staff at least ten days before
initiating their hiring process both to be clear on the reporting requirements and to be advised
of the job placement assistance that is available to them, including fiscal incentives for hiring
from certain targeted populations. Compliance requires submitting biannual reports of its
hiring status by number of jobs, proportion that are living wage and proportion, if any, receiving
health benefits. ‘

Benefits

The key benefit that has resulted from Los Angeles’ overlapping living wage policies has been to
provide an important pathway out of extreme poverty for thousands of working families, at
minimal expense to the private sector. Today’s living wage rates in Los Angeles are $10.30 per
hour with health benefits or $11.55 without, and a requirement for 12 paid and 10 unpaid days
off. At the higher wage level, assuming a full time job, 2,080 work hours per year and 10
unpaid days off, this results in an annual salary of $23,100, marginally above the federal
poverty line of $21,954 for a family of four, and well below the estimated minimum for a family
to house, clothe and feed itself in Los Angeles of 529,474 per year. By way of comparison, the
California minimum wage is $8.00 per hour, yielding an annual income of only $16,640, well
below the living wage though still above the federal minimum wage of $7.25 per hour.

A second benefit of the living wage policy from the business perspective is the reduction in
turnover and associated costs due to business disruption, hiring and training. City analysis
showed that turnover rates dropped from an average of 49% in non-living wage jobs to 32% in
living wage jobs. The reduction in turnover resulted in a 16% reduction in costs for those
businesses.

A third benefit is that any addition to funding to health care has a favorable impact on reducing
the near-absolute reliance of the uninsured on acute health care and emergency room services,
probably the costliest way possible to provide health care.

A final benefit, and one of importance to agencies such as ours, is that increasing wages —
marginal as it is with the living wage policy — has an impact on housing and community stability.
Los Angeles, {ike many other major cities, suffers a crisis in the availability of safe, adequate and
affordable housing. Too many households live in overcrowded conditions and pay upwards of
60% of their income in rent. But to a large degree the crisis in housing — for which my agency
alone spends millions of dollars in creating and subsidizing affordable housing each year —is in
reality a crisis in income. Increasing wages helps to make more housing affordable, and thus
positively impacts the supply of affordable housing. In addition, getting families out of
dilapidated and overcrowded housing improves school performance, helps to keep kids out of
gangs and involvement in other illegal activity, makes communities safer, and supports local
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My name is Mary Ann Rothman. I am the Executive Director of the Council of New York Cooperatives &
Condominiums, a membership organization for housing cooperatives and condominiums. More than 170,000 New
York families make their homes in our member buildings, which span the full economic spectrum from very modest
housing to some very upscale dwellings. What we have in common is a commxtment to our homes, our communities
and to this City where we have bought our homes.

A great number of CNYC’s members would be affected by Intro 251-A, because of the property tax
abatements we receive to relieve in part the very significant disparity between our taxes and the taxes paid by home
owners in one, two and three family homes in New York City. And those cooperatives and condominiums — primarily
in the outer boroughs— that are able to qualify for J-51 to defray the cost of capital improvements or those receiving
other City or State incentives to help pay for mandated energy upgrades — all are likely fo find themselves subject to
the terms of Intro 251-A.

I have no doubt that this legislation is well-intended, but I believe that it will have significant unintended
consequences that will slow our economic recovery and will result in fewer rather than more job opportunities for
poorer New Yorkers. Intro 251-A will also impose massive new responsibilities on our members and require
extensive record-keeping, whose purpose is not clear to us.

An affected building would have to ensure that any employer operating on ifs premises for 30 days or more
pay a ‘Living Wage’ to its employees. Failure to do so could result in fines and other penalties In a cooperative or
condominium, this responsibility appears to extend not only to the tenant of any commercial space in the building,
but also to contractors doing work either for the building or inside shareholder or unit owner apartments, Does it dlso
extend to housekeepers, home health care attendants or other employees of building residents? Just think of the
amount of work involved in communicating to all residents that the cooperative or condominium now has to verify
the wages paid to anyone working in the building! And needs to be alerted when employees are changed, or if their
wages are raised. Intro 251 A would require the cooperative or condominium to maintain its own payroll records
plus all of these additional records for at least 30 years. The workload and the cost of it are staggering!

Intro 251-A further states that violations could result in fines or other penalties, including a requirement to
return to the City all financial assistance received. This is particularly problematic, as it creates-30 years of financial
uncertainty: The risk that the cooperative corporation or condominium association might one day be faced with
penalty charges amounting to hundreds of thousands of dollars as a result of a commercial tenant's employment
practices would affect our ability to obtain financing — both for building improvements and for the purchase of
units. Mortgage loans could become completely unavailable, or become far more costly, causing the value of units in
the building to fall.

I'm sure that others will be talking today about how this legislation is likely to affect the job market: that
employers will be slower to take on additional workers, or that some work that doesn’t merit pay of $10 will simply
not get done — resulting in fewer entry level job opportunities, and less productivity in areas where those jobs now
exist. And that businesses able to do so could find in this sufficient motivation to relocate outside of the City. I have
tried to limit my remarks to the serious problems that I see for the cooperatives and condominiums that make up
CNYC’s membership. 1thank you for this opportunity and strongly urge the City Council not to pass Intro 251-A. -

Phone 212 496-7400 * Fax 212 580-7801 * e-mail info@CNYC.coop * Website: www.CNYC.coop



Hello and thank you for this opportunity to listen to the small business
community that helps make up the fabric that is New York City. My
name is Paul Seres and I'm President of the New York Nightlife
Association, a member of the board of directors of the New York State
Restaurant Association, and a member of Manhattan Community Board

4 that covers Chelsea and Clinton Hell’s Kitchen districts.

This bill, as it is written would be yet another burden forced upon the
small business owner in a city where all costs seem to roll down to the
creators of jobs and the producers of taxes, the small businesks owner.
In addition to be res .onsible for real estate taxes for the landlords from
which we lease, the hospitality industry is under a constant barrage of
new laws and regulations by city and state agencies that shrink our

-already small profit margins.

Hospitality is one of the few industries left in New York that showed
signs of growth in 2010. Manufacturing is all but gone, the financial
industry is looking else where to house their headquarters, yet we as an
industry who continue to provide jobs, taxes and revenue to the city and
state are constantly being asked to cough up more money all for the

sake of doing business.



In recent years, there has been a strong movement of the restaurant and
hospitality industry to go green,not only for the greater good of the
environment, but for the tax incentives and rebate programs offered by
the government. This bill would not only stop business owners from
thinking progressively towards a cleaner more environmentally friendly
way of doing business, it will force us to find locations that are not
already receiving those benefits, as the tip credit is not exempt from the

bill as it is written.

I am in the process of developing a multi-level restaurant lounge in a
commercial property in the Fashion District where I will initially be
creating upwards of around 60 new jobs and paying hundreds of
thousands of dollars in city and state taxes through the life of the
establishment. This bill, if made into law, will force me to scale back my
operation in order to maintain a profit margin that would allow me to
sustain my business practice to keep what little employees I could
afford. With a shaky global economy, the thought of more than doubling
my labor costs would inevitably force mﬁ,hire less people just to stay

afloat.



As an entrepreneur, I am constantly looking at the next business
opportunity and where that business opportunity will be welcome and
become part of a community, creating jobs where none existed before.
This bill and others like it, make it more and more difficult for small
business owners like myself to stay in New York City. I have begun
looking out of state for my next opportunity, at states and municipalities
that are not only more pro-business than New York, but welcome new
opportunities that will create jobs and revenues. At every turn we are
relentlessly being asked to pay more and more, in a recessed economy

that is delivering less and less.

I urge you to reconsider this bill and think about the job creators. If the
intention of this bill is to protect the work forcef, what good will it do if

there are fewer and fewer positions open for the work force to fill.
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Testimony of Robert Bookman, Counsel, New York Nightlife
Association against Intro 251-A, the so called “Living Wage Bill’.

May 2011

| am Counsel to the New York Nightlife Association, the organization that
represents the city's bars, lounges and clubs. We directly employ over
20,000 New Yorker's and generate over $9 billion dollars a year in
economic activity. | am also an attorney and my law firm represents
hundreds of restaurants and other small businesses in the City.

We don't need to argue about studies to tell you without any doubt that if
passed, this bill will kill jobs and development of all kinds in NYC, especially

“ in poor neighborhoods where it is already hard to make a profit. | have
spoken to dozens of our members and clients about this bill....everyone of
them said they would never rent in a building where this bill controlled what
they had to pay their employees...period. | do not know of a single retailer
who feels otherwise. So who is going to develop properties if there are no
retail tenants, no restaurants or bars?

This bill should not even apply to the hospitality industry at all for many
reasons. Few of us receive direct city financial incentives, but because we
pay rent to landiords that do receive incentives we are included. This
makes no sense.

Most of our employees make well in excess of the legal minimum because
of tips. As a result, State law provides that we pay only $5/hr. If $11.50/hr
is a living wage, and our employees make more than that, then why should
we have fo increase what we pay them by over 100%? They already are
making a living wage.

This would also force us to increase the wages of everyone else in the
business as you have just raised the bottom wage and we have to keep
wage differentials between job types and experienced workers within a job
category. If a dishwasher gets a raise to $11.50/hr then a cook who was



getting $12/hr will have to get a raise as well. The proponents of this bill
don’t calculate that cost.

We have many students in our industry ...and throughout the City in offices
like yours and mine...who work part time to make some pocket money but
who do not support a family.. They do not need to make a living wage, just a
wage. Those jobs will disappear if we must pay $11.50/hr....and forget '
about summer jobs all together. '

This bill would discourage the construction of new buildings—reducing the
number of venues for our businesses~—and result in such a huge increase
in labor costs, it would make it impossible for our businesses to survive and
thrive.

It will also have unintended consequences such as stopping the greening
of buildings as this often results in tax and energy subsidies that would
place it within the scope of this bill.

Finally, it will create needless and burdensome paperwork for businesses
across the city, including a requirement to maintain employee records for at
least 30 years. This will overwhelm most small businesses.This wili
increase the cost of doing business in the city and create a disincentive for
businesses to ‘expand and grow here. It will also create a cottage industry
of litigation between landlords, who can get fined for their tenants alleged
non compliance and their tenants , who the City has no jurisdiction over
under this bill, over issues of compliance....a huge hidden cost for
everyone.

Rbbert Bookman
Pesetsky andrBookman
325 Broadway, Suite 501
' New York, NY 10007

+ 212-513-1988



My name is Mitch Banchik. Iam the owner operator of 7 pub style restaurants in 4

different neighborhoods in Manhattan and have been in business for 20 years.

Employee payroll is, by far, my largest expense. The majority of my 280 employees are
waiters, busboys, bartenders and barbacks. These are all tipped employees. Their

hourly rate of pay is $5.00 per hour plus tips. They ALL make more than $11.50 per
hour,

If the building I am operating out of were to become subject to the living wage I would
have to pay my tipped employee’s an additional $6.50 per hour. T would also have to
raise the pay rate of my porters and dishwashers from their current rate of $8.00 per hour
to $11.50. Then, once the cooks find out about this, and they will, I will have to raise
their salaries from $12 to $14 or $15 per hour. This increased payroll cost would force
me to lay off workers and cut the hours of all my employees. This seems to be exactly
the opposite of what the living wage is trying to accomplish. It could easily put me out of
business as [ operate inexpensive, local pubs and would have tremendous difficulty
passing along these costs to our customers who are very price sensitive. I would certainly
not open a restaurant in a building that were subject to these rules. There are hundreds, if

not thousands of operations like mine throughout the city.

Also, I currently own many of the buildings that my restaurants are in and although I am
very much in favor of energy efficiency and making buildings more green, I would not be
able to take advantage of the energy and tax credits for my properties as this could cause

my restaurénts to become subject to the living wage. I suspect that other landlords, for

fear of losing, or not being to attract restaurant tenants, would also shy away from



making their buildings more efficient as the tax savings and energy credits would not

compensate them for the loss of rent and the ensuing diminished vales of their property.
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Manhattan Chamber of Commerce Testimony Into 251A
May 12, 2011

The Manhattan Chamber of Commerce is here today on behalf of our 10,000 business
members and subscribers to express our opposition to the City Council’s Into 251 A as
we feel this is a job killing proposal for all of the reasons our colleagues have
expressed to you today as well as these additional points:

*The ongoing partnership between our local businesses, BIDs and other local entities
and city government is vital to creating and growing jobs in our boroughs. There are
many city programs, like REAP and ICAP, that have been very successful in helping
businesses expand and create jobs. This legislation would put a virtual halt to these
partnerships and leave local businesses on their own.

*This legislation will discourage local businesses, nonprofits and other entities from
taking advantage of tax abatements, bond financings and other incentives the city has
created to promote economic development in our boroughs.

*Since many newer buildings built in the last 10 years probably have received some
sort of support, if this bill went into effect, all the businesses who lease from these
buildings will all now be subject to this mandate when renewing and will cause many
of them not to renew

*The bill will create needless red tape and reporting requirements that will take away
resources from day-to-day legitimate business activities and require more personnel
time and record keeping not to mention storage of 30 years worth of paperwork.

Respectfully Submitted,

\,

Nancy Ploeger

President

INFO@MANHATTANCC.ORG
WWW MANHATTANCC.ORG
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Good Afternoon. My name is Andrew Rigie and 1 am the Executive Vice President of the
Greater New York City Chapters of the New York State Restaurant Association (“NYSRA™), a
trade group that represents approximately 5000 food service establishments in New York City.

After careful review NYSRA is unable to support this proposed legislation. There are 24,000 food
service establishments in New York City that employ more than a quarter of a million hard
working men and women, each a vital component to the success of New York City’s vibrant
restaurant industry. NYSRA urges the council to carefully consider the uncertainty and hardships
this bill (Int. No 251-A) will impose on your constituents — the hard working restaurant owners in
each of your districts.

This legislation will create another layer of unnecessary and confusing regulation for the
businesses community. In fact, this legislation is in direct contravention of the City’s efforts to
assist businesses by cutting burdensome regulation. NYSRA has many members who are closing
their local restaurants and bypassing New York City as a locale to open new venues because of
high regulatory costs and because they are being made to feel like targets of aggressive anti-
entrepreneurial regulation, such as proposed bill 251-A.

Even those people who consider themselves ‘foodies’ don’t realize that their favorite
neighborhood restaurant survives on razor-thin profit margins. Multiple federal and New York
State minimum wage increases, higher City administrative costs and the increase in fines being
levied by regulatory agencies continue to erode these margins. Then when you consider the ever-
increasing cost of commodities, soaring food prices and the higher cost of employing and
retaining good staff in New York City’s highly competitive restaurant industry it should become
very clear that this legislation has no place in the business community and must stay far away
from the restaurant kitchen.

NYSRA is further concerned that the bill will impede efforts to attract health conscious
restaurants to underserved and underemployed neighborhoods where development projects are
often heavily incentivized by governmental financial assistance.

This legislation will place restaurants in a very unwelcoming position — they will be asked to
comply with a law that they may not even know applies to them. Because the law applies to
tenants even if they do not receive any city financial assistance, and because most restaurants are
tenants, restaurants must trust that their landlord has disclosed and properly notified the restaurant
that they are covered by this wage legislation. The legislation in effect asks a private citizen to
rely on another citizen — not the government — to disclose whether a law applies to them. This
council should not expect any investor/entrepreneur restaurant owner to operate a business in this
manner.

Greater NYC Chapters Headquarters

[001 Avenue of the Americas, 3rd Floor 409 New Karner Road
New York, New York 10018 Albany, New York 12205

212-398-9160 518-542-4222
™ 212-398-9650 (Fax) 518-452-4498 (Fax)

www.nysra.org
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This legislation also would make private business information — including employee pay rates —
public. Restaurants covered by this bill would have to submit payroll records identifying the
name and wages of covered employees which will then be subject to public inspection. This is an
unwarranted intrusion into the privacy of employees and employers.

NYSRA has not seen any evidence for the proposition that tax incentives paid to developers or
landlords covered by this legislation would somehow result in lower rents for restaurant tenants.

In addition, this legislation’s application is simply too broad, applying to any business with gross
revenues of one-million dollars or more. While one-million dollars in gross revenues may seem
like a large sum, it is not in the restaurant industry where profit margins are often less than 5%.
Furthermore, this legislation would require that revenue generated from separate entities with
common ownership that are not located at the property receiving government financial assistance
to be aggregated, insuring that the increased wage mandate will be triggered even at many small
establishments. This expansive coverage would include a franchisee whose parent company
generates in excess of one-million dollars or a silent investor in a restaurant with non-related
business interests that generate in excess of one-million dollars and trigger coverage of a related
restaurant that may only generates two-hundred thousand dollars gross revenue a year.

Another example of its breadth is the legislation’s failure to make exception for the receipt of
gratuities received by employees. With tips, employees in the industry can and do make far in
excess of the proposed higher wage sought by this legislation but the restaurant industry would
not receive any credit for the tips, which are otherwise considered wages under the New York
Labor Law. '

Please recognize that not only will these local restaurant owners shoulder the financial burden of
the increased wage mandates, but by default, this legislation will increase the wage scale of all
other employees who would be entitled to receive higher wages for seniority and greater skill
levels. This could also make future merit-based wage increases, bonuses or benefits cost
prohibitive.

Because of these issues, this proposed legislation will create undue anxiety and unjustified
burdens on mom-and-pop food service establishments like my family’s fourth generation bakery
and café, or your neighborhood Indian restaurant, or your cousin’s pizzeria.

Please start thinking about what you will tell your constituents when they come to you and tell
you that their family owned restaurant that employs 20 people is four years into a 20 year lease
and because their landlord is the recipient of a J-51 or other tax abatement they are now required
to pay increased wages and benefits that they could never have contemplated, had no voice in
deciding whether to ask for the tax incentives, receive no benefit from the landlord’s tax
incentives and simply cannot afford to pay if they are to survive as an ongoing business. This
would also influence restaurant owners not to renew an existing lease because where future
financial assistance would trigger increased wage mandates.

Greater NYC Chapters Headquarters

001 Avenue of the Americas, 3rd Floor 409 New Karner Road
New York, New York 10018 Albany, New York 12205

~212-398-9160 518-542-4222
" 212-398-9650 (Fax) 518-452-4498 (Fax)

www.nysra.org



Page 4 of 4

NEW
YORK X

STATE

RESTAURANT
ASSOCIATION

We serve you

NYSRA also believes this proposed legislation will be a boondoggle to one of the now infamous
contingency law firms that sues hard working, small businessés owners and extracts settlements
at the cost of their restaurant victims’ very survival. These lawyers will be the winners because
there is no effective government enforcement of this proposed legislation.

If the goal of credits, abatements, and incentives is to encourage and spur economic development
in New York City, this proposed legislation is counter-productive at best. NYSRA believes that
the Council should use different, effective models to encourage heightened wages for hard-
working workers. NYSRA’s partnership with the NYC Department of Small Business Services
is one such example. This partnership provides subsidized restaurant training that is contingent
on employee wage gains. The employee receives new and enhanced skill sets and a raise. The
employer receives more productive and valuable employees. Such mandated wage increases
which are linked to a justifiable and objective goal is justified a win-win for everyone. The
mandates in Int. 251-A is a lose-lose for New York City.

Today, NYSRA and its nearly 5,000 members asks you, the members of the New York City
Council, to please keep restaurants, jobs, and business in New York City. We urge you not to
pass this legislation.

Thank you for your attention and consideration of these comments,

Respectfully Submitted,
PINVVAY.

Andrew Rigie

Executive Vice President, New York City
New York State Restaurant Association
212-398-9160 x 202 (Tel)
AndrewR@NY SRA net

Greater NYC Chapters Headquarters
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New York, New York 10018 Albany, New York 12205
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www.nysra.org
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May 12, 2011

Ladies and Gentlemen Members of the NYC City Council

My name is Valerio Orselli. Iam the Executive Director of the Cooper Square Mutual Housing
Association (Cooper Square MI1A) and I am here today to speak in support of Intro. No. 251-A,
which will require the payment of a living wage to all employees employed on property
developed by recipients of financial assistance for economic development.

Cooper Square Mutual Housing Association is a cooperative housing non-profit project in
Manbhattan’s Lower East Side. Cooper Square MHA owns and manages some 25 formerly City-
owned buildings that were renovated using various City or Federal funding sources and
programs, including US HUD HOPE I, NYC DAMP MHA Program, Inclusionary Zoning and

City Capital Budget funds.

CS MHA employs seven (7) management staff and eleven (11) maintenance workers. Our lowest
paid employees are hired at the rate of $10.00 an hour. Upon completion of the 3-months
probationary period, the salary is raised to $10.50 an hour, with full medical and dental benefits
paid 100% by CS MHA. After 2 years of employment staff is also entitled to set aside a portion
of their salary to go into a retirement fund which is matched by the CS MHA.

We also have some 25 commercial units that we rent out to neighborhood entrepreneurs and
community people who wish to start a business, have developed a business plan and show that
they know their market. We do not charge full market rent for such spaces. We charge what we
call a “modified fair market rent.” Based on surveys we periodically carry out our commercial
rents typically are 25% to 40% below market rents for the so-called East Village area. This
allows store owners to get their business up and running and potentially pay a living wage to

their employees.

I say “potentially” because some businesses of course do not succeed and under current law we
are not allowed to verify what they pay their employees. But it seems logical that one way for
developers to require commercial tenants to pay a living wage is by offering them a lease at
somewhat below market. That is not so unusual in the development world. For example: Avalon
Bay on Houston Street has rented a large commercial space to Whole Foods on a long-term lease
for a very low rent, in exchange for Whole Foods taking a basically raw space and building it up.

Why not apply the same principle to a Living Wage?

Similarly, in the renovation of the MHA buildings, the City required contractors to pay
“Prevailing Wages™ which are pretty much equivalent to union salaries, and are a whole lot more
than the proposed “Living Wage.” Do all contractors follow the law? Most, I believe, do. Some
do not. And the City employs inspectors to go over logbooks to verify compliance. Something



similar could be done with the “Living Wage” without creating major bureaucratic problems for
developers or employers. Rather than developers and commercial associations working to defeat
a Living Wage bill, they would be better off working out an arrangement to implement a Living
Wage process: a slightly discounted rent for a slightly higher Living Wage, where everyone will

benefit.

I cannot understand why any developer, particularly a non-profit developer or manager, would or
could in good conscience be opposed to this legislation. In New York City, given the cost of
living and the generally high rents (even in much of the subsidized housing), a Living Wage is
far from being a living wage. Even our own employees who are getting just the living wage have
to live in public housing or in one of the MHA buildings in order to be able to make it. There is
much talk about economic development and how this is going to be stymied by passage of this
Living Wage legislation. But who is supposed to benefit from this economic development. The

developers or the poor and working class people of our City?

From the point of view of the City’s economic development, I would argue that the City would
benefit more by putting more money into working people’s pockets than in the developers’.
Working people spend their money, giving it to other working people and thus creating a
multiplier effect. Developers if they invest, they will invest their money where they stand most
to gain. And presently there are a lot a wealthy developers and investors who are just sitting on

their money and not even investing it.

If there is anything wrong with this proposed legislation, is that it doesn’t go far enough. But it is
a first step in the right direction and I urge the City Council to vote in favor of Intro No. 251-A.
It is a matter of economic necessity for our families. It is an issue of Social Justice for our City.

Thank you very much.
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Valerio Orselli
Executive Director
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I'm personally grateful to the councilmember-sponsors of the Fair Wages for New
Yorkers Act a/k/a Intro 251, the Living Wage bill, brought this day before the NYC
Council’s Contracts Committee, chaired by Councilmember Darlene Mealy. You all are to be
commended for having more courage than most. In addressing, publicly supporting, and
proposing to enact binding legislation regarding wages, you supply a basic rung in the ever-
evolving ladder toward economic justice. During tremendous social upheaval in our world,
nation, state, and city, mavericks pave the way. This has been too long a time in coming!
Would that others right follow your courageous lead on this issue!

_ Greetings to One and All.

We are our brothers' and sisters' keepers, yes we are! And as elected officials, it behooves
you to fulfill your explicit and implicit obligations and responsibilities to society! Too many
are overburdened, oftentime bone-weary, and powerless to engage socially and politically to
demand fair treatment in the hope of being heard, to affect political will for real, lasting,
legislative change! Let's be pragmatic--government exists solely to serve and protect all
people, to govern with justice. When it works well it does so fairly across-the-board. When
it doesn't the effects are disastrous for most, but not all.

Those whom this legislation would most affect will no doubt return the favour. It stands to
reason healthier, respected, appreciated employees serve not simply their employer,

but the city, state, and nation, as well, paying taxes for necessary public services and
amenities. Properly remunerated employees are more likely to become productively
engaged in society than those undervalued due to being poorly compensated and/or treated
unjustly.

For the sake of future employees, specifically at the Lower East Side's as-yet-undeveloped
Seward Park Urban Renewal Area, as well as at other future developments city-wide, many
-of whom may be currently unemployed or under-employed, you must ratify this urgently
needed legislation! We call upon you individually and collectively to stand proud in echoing
in thought, word, and deed, one of many admonitions of the modern-day prophet and
leader, the Rev. Dr. Martin Luther King, Jr. 43 years ago in 1968:

"Now is the time to make an adequate income a reality for all God's children. Now is the
time for City Hall to take a position for that which is just and honest."

Respecifully submitted,
Adrienne M. Z. Chevrestt
NYC native, 30+ year Loisaida resident
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NATIONAL ASSOCIATION OF THEATRE OQWNERS

OF NEW YORK STATE (NATQ)

TESTIMONY BEFORE CITY COUNCIL ON INTRO 251-A

GOOD AFTERNOON MR. CHAIRMAN AND MEMBERS OF THE CITY COUNCIL.
IT IS VERY DIFFICULT TO STAND HERE AND TALK AGAINST INTRO 251-A
WHEN THE SPIRIT OF THE LEGISLATION IS TO HELP PEOPLE ATTAIN A

LIVING WAGE.

BUT THE WAY THE LEGISLATION IS WRITTEN, WE BELIEVE IS COUNTER
PRODUCTIVE AND WILL IN FACT STIFLE JOBS AND LEAD TOQ INCREASED
UNEMPLOYMENT IN NEW YORK CITY. THE UNITENDED CONSEQUENCES OF
THIS PROPOSAL WILL BE INCREASED UNEMPLOYMENT AMOUNG LOW-
SKILLED WORKERS OR WORKERS SEEKING TO ENTER THE JOB MARKET FOR
THE FIRST TIME AS WELL AS STALL DEVELOPMENT OF NEW PROJECTS IN

THE CITY.

MY NAME IS ROBERT SUNSHINE AND I AM THE EXECUTIVE DIRECTOR OF
THE NATIONAL ASSOCIATION OF THEATRE OWNERS OF NEW YORK STATE,
WE ARE A NOT-FOR-PROFIT TRADE ASSOCIATION THAT REPRESENTS 48
MOVIE THEATRES, 312 SCREENS AND ABOUT 1,825 EMPLOYEES ACROSS THE

FIVE BOROUGHS.



DESPITE THE BEST INTENTIONS BEHIND INTRO 251-A, NATO CANNOT

SUPPORT IT IN ITS PRESENT FORM.

OUR EMPLOYEES ARE MOSTLY COMPRISED OF PART-TIME STUDENTS OR
RETIREES, BECAUSE OUR FLEXIBLE WORKING SCHEDULE FITS THEIR

NEEDS.

OUR NYC THEATRES VARY WIDELY IN SIZE AS THERE ARE SOME WITH AS
FEW AS 10 EMPLOYEES AND OTHERS WITH AS MANY AS 150 EMPLOYEES.
DO THE MATH. TAKE A MODERATE SIZED THEATRE THAT EMPLOYS 20
STUDENTS. EACH WORK ABOUT 30 HOURS A WEEK AND WITH A $4.00
INCREASE AN HOUR IT WOULD COST THAT THEATRE NEARLY $125,000 A
YEAR. LET ME REPEAT THAT - $125,000 ADDITIONAL PAYROLL A YEAR PLUS

BENEFITS.

ALTHOUGH WE APPLAUD THE GOOD INTENTIONS OF THIS BILL, WE
CANNOT SUPPORT IT. THE OUTCOME IS OBVIOUS. IT WILL LEAD TO LOSS
OF JOBS, HIGHER ADMISSION PRICES TO ATTEND THE THEATRE AND

ULTIMATELY NEW THEATRES WILL NOT BE BUILT IN THE CITY.

NEW YORK CITY IS ALREADY AMONG THE MOST COSTLY AND REGULATED

ENVIRONMENTS IN THE COUNTRY IN WHICH TO OPERATE A BUSINESS ....



HEAVY TAXES, HIGHER RENTS, BURDENSOME GOVERNMENT

REGULATIONS, AND THE HIGH COST OF OPERATING A BUSINESS.

THE THEATRE BUSINESS IS LOSING PATRONS EACH YEAR. ATTENDANCE IS
DOWN. AND MOVIE THEATRES ALL OVER THE COUNTRY ARE FACING ONE
OF THE BIGGEST CHALLENGES EVER IN THAT MOVIE STUDIOS ARE
STARTING A NEW BUSINESS WITH DIRECT TV AND WIL BE STREAMING
MOVIES TO HOMES DIRECTLY AFTER A 60-DAY WINDOW IS OBSERVED.
ALTHOUGH NO ONE CAN ADEQUATELY ESTIMATE WHAT THIS WILL COST
MOVIE THEATRES THERE IS NO DOUBT IT WILL HAVE A PRONOUNCED

EFFECT ON OVERALL BOXOFFICE AND ATTENDANCE.

UNFORTUNATELY, IT”S ALWAYS THE PUBLIC AND THE CONSUMER THAT
GETS THE SHORT END OF THE STICK BECAUSE COSTS NEED TO BE PASSED

ON.
WE ALSO BELIEVE THE BILL IS FLAWED IN SEVERAL WAYS:
1. WE QUESTION THE LEGALITY OF THIS LEGISLATIVE BODY

MANDATING AN INCREASE IN WAGES.

2. THE RETROACTIVE PORTION OF THE LEGISLATION IS NOT CLEAR.



3. IF ONLY THE LANDLORD IS BENEFITTED BY SUBSIDIES, WHY ARE THE
PROVISIONS FOR INCREASED WAGES PASSED DOWN TO A TENANT
WHO RECEIVES NO BENEFIT?

4. THE SPONSORS OF THE BILL HAVE NOT FULLY INVESTIGATED THE
REPERCUSSIONS OF THIS LEGISLATION. NO ONE KNOWS HOW MANY

BUILDINGS EVEN COME UNDER THESE PROVISIONS.

WE URGE YOU TO NOT ACCEPT THIS LEGISLATION AS PROPOSED.

SUBMITTED BY:

ROBERT H. SUNSHINE
EXECUTIVE DIRECTOR OF NATO OF NYS
770 BROADWAY, 7™ FLOOR

NEW YORK, NY 10003

(212) 493-4097

NATO/LIVING WAGE/TESTIMONY INTRO 251-A
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Hearing on the Fair Wages for New Yorkers Act
May 12,2011

Worker Testimonials

Conctents:

1.

2.

3.

Iinda Archer — McDonald’s employee
Nick Pehlman — Former retail employee
Group testimony from JCPenney employees at the Queens Center Mall location

Kimberly Ortiz — Former Statue of Liberty employee

. Terri Deans-McFarlane — Convent Avenue Baptist Church congregant and

parent of a former American Eagle employee
Morenike Dagbo —~ Supermarket employee

Med Dalhatu — Former Shoe Mania employee

. Romeo Ilboudo — Retail Action Project leadership board and former Scoop NYC
employee

. Anonymous — Retail employee speaking anonymously for fear of retaliation from her
employer

10. Nadia Yakubova — Former Key Food employee and former employee at a makeup

kiosk in the Queens Center Mall

11. Tyi Jones — Former Yellow Rat Bastard employee and union member

12. Irene Romero — Former Yellow Rat Bastard employee and union member

13. Jennifer Mercado — Yellow Rat Bastard employee, union member, and former

employee at Children’s Place in the Queens Center Mall



Linda Archer

My name is Linda Archer. I’'m a member of the Northwest Bronx
Community and Clergy Coalition. I'm a cashier at the McDonald’s in Times
Square. I live in the Bronx and share a one bedroom apartment with an
elderly family member.

I'have over 10 years experience working in customer service. I took the job at
McDonald’s because I could not find any other immediate employment.

Times Square has received hundreds of millions in taxpayer dollars.
Meanwhile, I started at McDonald’s at the minimum wage of $7.25 per hour.
When I had my 6-month evaluation they told me and my co-workers that we
broke sales records. My team received the highest possible ranking of
“Rising Stars.” And what did I get for it? I got this lovely t-shirt that says
“Rising Star” AND a 20-cent raise.

McDonald’s just hired 50,000 more people nationwide, so these are the types
of jobs that are being created in this country. But these jobs are not
sustainable and the City Council needs to take a stand.

When you go from $7.25 to $7.45, that does not help. In addition to the
necessities such as food, clothing, and shelter, I can’t afford any of the basics
things that working people should be able to enjoy such as a decent pair of
shoes or a summer vacation.

My dream is to return to school so that I can complete my bachelor’s degree,
go to law school, and work for social justice. A living wage would help me
afford the basic necessities and save some money to work towards this
dream.

Today I'd like to make a deal with the City Council. If you pass the Fair
Wages for New Yorkers Act, YOU will be Rising Stars in the City Council,
and I will give each of you a Rising Star t-shirt.

But in all seriousness, this is so important. Workers around the city are
struggling. So please, do the right things, and pass the Fair Wages for New
Yorkers Act today!



Nick Pehlman

Hello. My name is Nick Pehlman. I’'m 21 years old and am a member of the Retail
Action Project. I’ve been working retail and food service jobs since [ was 14 years
old. I’ve never made a living wage at any of these jobs.

During my last job search, I had seen the city’s advertisements for Work Force 1,
s0 I sought their help in finding a better job. They immediately streamlined me into
a low paying retail job at a store in Flushing, Queens.

When I started there, I found that many of my co-workers had also found their
positions through Work Force 1. These were people with higher degrees and years
of work experience. And yet, here they were, forced to take a massive pay cut
because low wage jobs were the only jobs being created.

One of my co-workers had been a professional furniture salesman for 20 years, but
got laid off due to the economic crisis. He collected unemployment benefits until
the unemployment office urged him to take the job at our store, threatening to cut
him off from his benefits. He ended up taking the job and making less than he was
making from his unemployment benefits. The company now had a seasoned,
experienced sales person and was paying him $8.50 per hour. This was the story
for many of my co-workers and it is the reality for workers around the city.

Although the managers told us that this could be a lifetime career, of the 400
people hired when the store opened, within a month, 200 were fired and the rest
had their hours cut. Oftentimes during our morning meetings, the manager would
point outside to the long line of people waiting to interview and would tell us that
there were plenty of people waiting to take our jobs.

What happened at my store was not unique. It represents a larger trend of
continually cutting funding for good paying jobs and giving more and more
taxpayer money to extremely profitable companies who provide low wage jobs.

I’ ve since left that job and am still unemployed and looking for a good job.
Unfortunately, the only jobs available are the same low wage jobs that I’ve been
working since 1 was 14. Inaction on the Fair Wages for New Yorkers Act will not
only prevent the creation of good jobs but will allow the continued practice of
throwing away millions of our taxpayer dollars on low wage jobs. It is a death
sentence for the working people of New York. We need living wage jobs and we
need them now!



JCPenney Workers

Good afternoon. We are a group of workers from the Queens Center Mall
JCPenney. The mall is receiving nearly $100 million in tax subsidies. We are
submitting our testimony as one group because the problems of low wage work are
a trend in our store and in the retail industry. We are testifying anonymously
because the company retaliates against those who speak out.

New hires at the multi-million dollar chain earn around $8-9 per hour. Those
who stick with the company don’t have it much better. In one example, a
JCPenney employee has been with the company for over 20 years. She has been
moved amongst different departments and as a result has had her pay slashed three
times during her time there. Another employee is 48 years old and supports his
wife and 8-year-old child. After 7 years at JCPenney, he makes $9.21 per hour.
Clearly, loyalty is not rewarded in the retail industry. This is why the annual Cost
of Living Adjustment is an important part of the Fair Wages for New Yorkers Act.

Unaffordable health benefits create additional hardship. The 48-year-old
mentioned above pays nearly $70 per month to buy the company’s family health
insurance, vision, and dental plan. In addition, there is a $1,150 yearly deductible.
If employees opt to pay a lower monthly fee, they must pay an even higher
deductable of $2,500.

When one uninsured employee asked Human Resources if they could help
her pay $6,000 for needed surgery, she was told to apply for Medicaid. She, like
many at JCPenney, has alrcady applied for Medicaid but makes just enough so that
she does not qualify.

In one particularly tragic case, a 19-year-old uninsured employee had a
tooth infection. She waited to take care of it so that she could save up enough
money to sce a doctor. Unfortunately, the infection went untreated for too long,
and the woman passed away. A hardworking young woman at one of the most
profitable chains in the country lost her life due to a simple and preventable
infection. Requiring employers to either provide health insurance or pay an extra
$1.50 per hour as laid out in the Fair Wages for New Yorkers Act can literally save
lives.

We have been trying for years to improve things at our store, but, like most
low-wage employers, JCPenney has a long history of fighting workers’ attempts to
improve conditions. While we realize that it won’t solve all our problems, having a
right to a living wage, health benefits, and a Cost of Living Adjustment would
greatly improve our situation. So today we call on the City Council to pass the Fair
Wages for New Yorkers Act for the workers of JCPenney and workers all across
New York City.



Kim Ortiz

Hello. My name is Kim Ortiz. I'm a member of Retail Action Project, which is a
growing membership network dedicated to improving working conditions in the
retail industry. As a member of Retail Action Project, I interact with low-wage
retail workers every day. Their story, and my own, is a testament to why we need
living wage jobs here in New York City.

I'live in the Bronx in a 2-bedroom apartment along with my mother, father, and
two small children. I pay for household expenses such as food, bills, and
transportation. My children are three and four years old. They both have autism
and require special services that are not provided by any social service.

For 5 years, I worked at the concession stand and gift shop at the Statue of Liberty,
where I earned $8.25 per hour. During peak tourist seasons I worked hard for
nearly 12 hours a day. I made sure all the concession stands were fully stocked, set
up properly, and run smoothly. My hard work for those 5 years made a difference
to this city by creating a positive experience for both tourists and New York
residents.

It was extremely difficult to make ends meet on $8.25 per hour. I qualified for the
benefits plan after the first year, which meant they took an additional $25 out of
my weekly paycheck. But I rarely used the benefits because on of the expensive
monthly premium and co-pay.

I was so excited when, a year and half into the job, I was promoted to Assistant
Manager. My new job came with more work, more responsibility, and the exact
same wage of $8.25 per hour. When I left the job after five years, I was only
making $9 per hour.

I'am currently attending Lehman College and working towards a BA in social
work. If I made a living wage, I could save money for school, help out my family
at home, and afford basic services for my children. My goals are simple: to have a
career in which I can contribute to society, and to raise a happy and healthy family.

Here I was, working at the Statue of Liberty ~ the symbol of American prosperity,
and yet — I could barely afford to live. Does this sound like life, liberty and the
pursuit of happiness?

This city needs a change. We are providing charity to extremely profitable
businesses while workers suffer. This isn’t right. We need a living wage and we
need one now!



Terri Deans-McFarlane
Testimony in Support of the Fair Wages for New Yorkers Act

My name is Terri Deans-McFarlane. Tam a mother and a member at Convent
Avenue Baptist Church. I serve on the Deacon Board and I also work with the
children and youth.

[ am very involved with the economic concerns that the young adults are
facing today. I am here to express my support for the Fair Wages for New
Yorkers Act. As a parent, we try to teach our young adults that they not only have
a right to spiritual empowerment, but they also have a right to be empowered
economically.

My eldest son worked for American Eagle for three years while attending
Liberty University. 1can remember him going to work after school and coming
home after midnight. They even enticed the workers to work overnight to make
more money. There were no healthcare benefits and he certainly was not in a
position to be self-sufficient because the pay was minimum wage. I felt that it was
wrong that he had to work so hard for so little money and be distracted from his
studies. I still had to support him even though he was working.

Now my younger son will be entering college this fall and plans on entering
the retail industry to make ends meet. I am currently collecting unemployment
benefits and have no health insurance for my family. In my church I see so many
young people frying to go to college who are not able to complete their studies
because of problems with money.

The reason am I here today is that I don’t want this cycle of financial
difficulty to be played out again and again in our families. It would be very
beneficial to families who have children who are trying to become responsible
working adults to be paid a living wage that will allow them to advance
economically. The fate of the Fair Wages for New Yorkers Act will have a great
impact on our aspiring college students as they continue their studies.

It is said, “If a man does not work, he cannot eat.” Every parent wants to
see their children succeed in life. Unfortunately, with so many single-parent
families struggling, if a student cannot make a decent salary in order to make ends
meet, he will be forced to defer his or her studies to a later date. It is only fair that
if we are giving subsidies to businesses, they should also offer jobs that pay a
“living wage.”



Morenike Dagbo

Hello, my name is Morenike Dagbo. I am member of the Retail Action Project and
the Living Wage NYC Coalition. I'm 25 years old and have been working in retail
for almost 10 years. I am currently working as a cashier in a supermarket at an
hourly wage of seven dollars and ninety cents.

I live with my mother and my younger sister on Staten Island. I am responsible for
most of the bills and daily expenses for my family. Sadly, both my mother and
younger sister have major health issues which prevent them from being financially
independent.

A few years ago I was a college student with big dreams. I enjoyed learning and
working toward my goals. I was a determined student and an energetic athlete. As
time went on my mother’s health declined dramatically and my financial situation
became more complicated. Unfortunately, I realized that I would have to take on
more financial responsibilities to ensure the livelihood of my family and myself.

It is very difficult to provide a decent living for my family and myself as well as to
follow through with my goals while working minimum wage jobs that barely pay
enough to cover the most basic necessities. Education costs money, transportations
costs money, food costs money, and rent costs money; it is virtually impossible to
afford all these things on a minimum wage.

I am a strong supporter of the “Fair Wages for New Yorkers Act.” I truly believe
that projects receiving our taxpayer dollars should give back to the communities
that fund these subsidized projects by providing living wage jobs with benefits and
not poverty jobs that are fruitless.

It is no surprise that seven dollars and ninety cents is not nearly enough to cover
some of my family’s monthly expenses. I am confident that if the “Fair Wages for
New Yorker’s Act” passes it will set a precedent for the future of living wage
policies but most importantly it would change the lives of struggling low wage
workers in New York. All hard working New Yorkers want to able to make a
living. We all want to be paid well. We all want good jobs and benefits for our
families and ourselves.

I am asking members of the City Council to please sign on to the “Fair Wages for
New Yorkers Act.” It is the right step to take in improving the lives of New York’s
low wage workers. Thank You.



Med Dalhatu

Hello. My name is Med Dalhatu and I’m a member of Retail Action
Project, an organization of retail workers dedicated to raising standards
in the retail industry. I'm here today to share my story and tell you why
it’s so important for workers to earn a living wage.

I’ve been in America for 8 years. I came here to be part of the American
dream — to work hard, go to school, graduate, and live a better life. After
I graduated from high school, I started working in fast food and then
moved to a retail job at a store called Shoe Mania in Manhattan. I
worked very hard because I wanted to save some money and go to
college. I worked 60 hours a week, and only had one day off. And I was
only making minimum wage.

I struggled to pay the bills, buy a metro card, pay my phone bill, eat and
pay rent. It was impossible for me to save any money. I was living
paycheck to paycheck. I felt stuck and lost hope of ever achieving my
dreams. I prayed and prayed for a way out. I worked there for 4 years
and I didn’t make any progress in my life because I wasn’t making a
living wage.

The store I worked at was in midtown Manhattan. It was always very
busy and we made a lot of sales. Many of our customers were tourists
coming to New York for the first time. We kept the economy moving,
and the store was making a lot of money, but we the employees saw very
little of that money.

I recently got a new job in a different industry and now I make a living
wage. My life is so much better. My dream is to finish my bachelor’s
degree and someday open up my own business. Now that T make a living
wage, I am able to go back to school and can work towards my dreams. I
am very positive about my future and I call on the City Council to pass
the Fair Wages for New Yorkers Act because it will benefit workers like
me, their families, our communities, and our economy.



Romeo Ilboudo

Hello. My name is Romeo Ilboudo. I was a retail worker for over five years and I
am on the leadership board of Retail Action Project. The Retail Action Project is a
growing network of retail and fashion workers dedicated to improving standards in
the retail industry.

I immigrated to America 8 years ago. In 2003, I began working as a stock worker
at a clothing store in SoHo. This store, believe it or not, paid a living wage! It was
still hard to support my wife and two kids with my wage, but we managed to get
by. If I weren't even making a living wage, I don’t know how we would have been
able to live.

Now, as a member of the leadership board of Retail Action Project, I see firsthand
how hard retail workers have it.

Retail is one of the fastest growing industries in New York City, but most retail
workers live in poverty. In fact, almost half of New York City retail workers make
less than $10 per hour. Poverty wages are a huge problem in the retail industry and
in the entire city.

Our taxpayer dollars should not help bad employers who keep working people in
poverty. Bad employers make it harder for the good ones - they make it harder for
the employers who pay a living wage, like the store where I worked. If more
employers paid a living wage, it wouldn’t just benefit workers at those companies,
but it would benefit workers everywhere because it would raise standards.
Conditions have been getting worse and worse. Passing this bill would be the first
step in making things better.

Right now the City Council has the opportunity to make a real impact on the lives
of low-wage workers around New York City. Pass the Fair Wages for New
Yorkers Act. It is the right and necessary thing to do.



Anonymous Retail Worker

This worker is testifying anonymously because her company has retaliated against
workers for speaking out for better conditions. They even fired one person for
speaking out.

Hello. I am a member of the Retail Action Project. T work as a sales associate at a
clothing store on 34" Street. I live with my three kids and am their sole supporter.

I"ve worked at this store for three years and currently make $8.15 per hour. In the
three years I’ ve worked there, I’ve only received two raises, and both were less
than 50 cents. So my wage is not only low to begin with, but basically gets lower
each year because the raises don’t even keep up with the cost of living,

It also important for workers to have affordable health benefits. I can’t even afford
to buy the health insurance that my company offers. Instead, I am on Medicaid.

I am one of the rare retail workers who enjoys full time status, which means 1
usually get between 35 and 40 hours of work each week. But even with full time
hours, it is impossible to support a family on a wage as low as $8.15 per hour.
More than half my income goes to rent, and there is barely any left over for food,
clothing, and bills.

Oftentimes I have to ask my mother for help. But if I didn’t have her, I don’t know
what I would do, and I don’t know what all the other low-wage mothers in New
York do when they can’t make the rent one month or can’t put food on the table.

My goal is to study to become a medical assistant. Right now, on the wages I
receive, I will never be able to afford school. There is no way out for me. And
there 1s no way out for millions of New Yorkers around the city.

If I made a living wage of $10 an hour with benefits, at least T could start putting
some money away for the future and not have to constantly worry about money.

If this cruel and harsh reality is to ever change, then we need to start somewhere.
Requiring employers in city subsidized projects to pay a living wage is a great
place to start. So today I'd like to ask the City Council to please pass the Fair
Wages for New Yorkers Act.



Nadia Yakubova

My name is Nadia Yakubova. I'm 20 years old. For nearly 4 years, I worked as a
cashier at a supermarket in Forest Hills, Queens, where I made the minimum wage
of $7.25 per hour. In that whole time I received a total raise of only 50 cents. I
received no benefits.

Working in a supermarket is hard work. Workers stand on their feet for seven to
eight hours a day. They provide people with groceries. As a cashier, I had to have
excellent customer service skills, be able to communicate effectively with our
customers, and be able to diffuse situations when customers would get angry.

Before I worked at the supermarket, I worked at a kiosk in the Queens Center Mall,
selling makeup on commission. Although the owner of the Queens Center Mall
receives tens of millions in taxpayer subsidies, I barely made minimum wage when
I worked there.

I currently live in an apartment with my parents and sister. I chip in for groceries,
household bills, and pay my cell phone bill. Minimum wage is just not enough to
live on. I don’t have any extra money because I have to spend everything on
necessities.

I can’t even afford a monthly metrocard because I never have a full $104 at one
time, so I have to buy a weekly metrocard and thus spend more on transportation
than if I could afford a monthly one.

If I made a living wage of at least $10 per hour, I'd be able to help my family a lot
more. My father works two jobs and is constantly worried about money. With a
living wage, I could help my parents pay the bills and they wouldn’t have to worry
so much about money.



Tyi Jones

My name is Tyi Jones. I'm 22 years old and worked at Yellow Rat Bastard, a
clothing store in SoHo, for nearly 4 years. At Yellow Rat Bastard I was a proud
member of the Retail, Wholesale and Department Store Union.

Co-workers would tell me what it was like before we had a union. The employer
broke laws all the time, didn’t pay overtime, and often subjected the workers to
unsanitary working conditions.

In 2006 and 2007 the workers came together and took a stand against this unjust
treatment. They won $1.4 million in back wages and won a union contract. Thanks
to their campaign for better conditions, workers like me were able to enjoy regular
raises, paid sick and vacation days, and respect on the job.

Unfortunately, most retail workers don’t have a union, and too many of them live
in poverty while they work for some of the most profitable companies in the
country.

My dream is to go into fashion. I recently left my job at Yellow Rat Bastard
because I was finally able to save up enough money to attend school to pursue this
dream. Unfortunately, this is the exception and not the rule for most retail workers.

Right now we have a race to the bottom. It’s the norm for retailers to pay poverty
wages, and sometimes wages that are illegally low. This makes it that much harder
for companies who try to do right by their workers and pay decent wages.

The City Council can reverse this trend. The Fair Wages for New Yorkers Act
would be a first and very modest step in raising standards in retajl and other low
wage industries.



Irene Romero

My name is Irene Romero. I’'m 24 years old, I live in Queens, and I’ve worked in
retail for 10 years. In all the retail jobs I’ve worked, I’ve always made minimum
wage.

I live with my parents and two younger brothers and help out with the bills at
home, and I've also helped with the rent. It is very stressful because I make such
little money that it all goes to necessities and I’'m not able to save any money for
myself.

When I worked at Yellow Rat Bastard, I made minimum wage with no benefits.
The company violated labor laws and sometimes paid below minimum wage.
When I was working there, there was a campaign to win back wages and a union.
Now, the store has a union and follows the law. Unfortunately, most retail stores
do not have a union.

My dream is to open a boutique and café because I love fashion and would love to
run my own business. It’s impossible to achieve this dream on minimum wage. I
completed one year of college and right now I’m still paying off the debt from that
and because it’s so expensive I probably won’t be able to return to school in the
near future. If I made a living wage, I could at least pay the bills and have a little
extra money to put away. It would also be a huge relief on my family because I
could help them out more.

I call on the City Council to pass the Fair Wages for New Yorkers Act because it
would benefit workers like me, their families, our communities, and our local
economies,



Jennifer Mercado

I've worked at two stores in the Queens Center Mall, which is a project that receives
tens of millions in taxpayer dollars. I worked at Yellow Rat Bastard until they closed
their Queens location in early 2010. Now I work at the Yellow Rat Bastard in SoHo.

I also worked at Children’s Place for about 5 months. I took a second job at Children’s
Place because I really needed to make more money to support myself and my three
children. Something is very wrong in this country when a person works 60 hours a
week at two different jobs and cares for three children and still can just barely get by!

At Children’s Place I was paid $8.25 an hour. Most of the workers were part-time
without any sick, personal, or vacation days or medical insurance. I don’t know
anyone who can support themselves on $8.25.

At Children’s Place, when the store closed at the end of the day, they would lock us
inside the store to clean up until 3:00 in the morning. We were never told where the
emergency exits were and we weren’t given any information on emergency
procedures. I had to quit working there because I felt my safety was at risk.

The mall owner fines stores for opening late. And yet they do nothing when
companies put workers’ safety at risk, or when they violate labor laws.

If I work full-time for a store that makes millions of dollars every year, and in a mall
that receives millions in tax breaks, then I should be able to support myself and my
children!

Projects like the Queens Center Mall should NOT be given our taxpayer money
without giving back to the workers and community.



Adrienne M. Z. Chevrestt
Greetings to One and All.

I'm personally grateful to the councilmember-sponsors of the Fair Wages for New Yorkers Act a/k/a
Intro 251, the Living Wage bill, brought this day before the NYC Council's Contracts Committee, chaired
by Counciimember Darlene Mealy. You all are to be commended for having more courage than most. In
addressing, publicly supporting, and proposing to enact binding legislation regarding wages, you

supply a basic rung in the ever-evolving ladder toward economic justice. During tremendous social
upheaval in our world, nation, state, and city, mavericks pave the way. This has been too long a time in
coming! Would that others might follow your courageous lead on this issuel

We are our brothers’ and sisters' keepers, yes we arel And as elected officials, it behooves you to fulfill
your explicit and implicit obligations and responsibilities to society! Too many are overburdened,
oftentime bone-weary, and powerless to engage socially and politically to demand fair treatment in the
hope of being heard, to affect political will for real, lasting, legislative change! Let's be pragmatic—
government exists solely to serve and protect all people, to govern with justice. When it works well it
does so fairly across-the-board. When it doesn't the effects are disastrous for most, but not all.

Those whom this legislation would most affect will no doubt return the favour. It stands to reason
healthier, respected, appreciated employees serve not simply their employer, but the city, state, and
nation, as well, paying taxes for necessary public services and amenities. Properly remunerated
employees are more likely to become productively engaged in society than those undervalued due to
being poorly compensated and/or treated unjustly.

For the sake of future employees, specifically at the Lower East Side's as-yet-undeveloped Seward Park
Urban Renewal Area, as well as at other future developments city-wide, many of whom may

be currently unemployed or under-employed, you must ratify this urgently needed legislation! We call
upon you individually and collectively to stand proud in echoing in thought, word, and deed, one of
many admonitions of the modern-day prophet and leader, the Rev. Dr. Martin Luther King, Jr. 43 years
ago in 1968:

"Now is the time to make an adequate income a reality for all God's children. Now is the time for City
Hall to take a position for that which is just and honest.”

Respectfully submitted,
Adrienne M. Z. Chevrestt
NYC native, 30+ year Loisaida resident



Hello, my name is Morenike Dagbo. | am member of the Retail Action
Project and the Living Wage NYC Coalition. I’'m 26 years old and have been
working in retail for almost 10 years. | am currently working as a cashier in
supermarket at an hourly wage of seven dollars and ninety cents. -

| live with my mother and my younger sister on Staten Island. | am
responsible for most of the bills and daily expenses for my family. Sadly, both my
mother and younger sister have major health issues which prevent them from
being financially independent.

A few years ago | was a college student with big dreams. | enjoyed learning
and working toward my goals. | was a determined student and an energetic
athlete. As time went on my mother’s health declined dramatically and my
financial situation became more complicated. Unfortunately, | realized that |
would have to take on more financial responsibilities to ensure the livelihood of
my family and myself.

It is very difficult to provide a decent living for my family and myseif as well
as to follow through with my goals while working minimum wage jobs that barely
pay enough to cover the most basic necessities. Education costs money,
transportations costs money, food costs money, and rent costs money; it is
virtually impossible to afford all these things on a minimum wage.

| am a strong support of the “Fair Wages for New Yorker’s Act.” | truly
believe that projects receiving our tax payer dollars should give back to the
communities that fund these subsidized projects by providing a living wage jobs
with benefits and not poverty jobs that are fruitless.

It is no surprise that an hourly wage of seven dollars and ninety cents is not
even nearly enough to cover some of my family’s monthly expenses. | am
confident that if the “Fair Wages for New Yorker’s Act” was pass it will set a
precedent for the future of living wage policies but most importantly it would
change the lives of struggling low wage workers in New York. All hard working
New Yorkers has one voice when it comes to their wages. We all want to able to
make a living. We all want to be paid well. We all want benefits for our families
and ourselves. '

| am asking members of the City Council to please sign on to the “Fair
Wages for New Yorkers Act” it is the right step to take in improving the future of
New York’s low wage workers. Thank You.
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Dear Chairwoman Mealy and Members of the Contracts Committee,

On behalf of The Roundabout Theatre Company, I am pleased to submit comments on
Intro 251-A, which would impose wage and compliance requirements on entities that
receive financial assistance from the City, State or Federal sources.

Roundabout Theatre Company has existed in New York City since 1965. Our core
mission is to both re-energize classic plays and musicals and to develop and produce
new works by today's great writers and composers. We also produce and

provide extensive education programs that integrate us into the larger community,
including a longtime partnership with the New York City Department of Education that
brings the theater to over 6,000 schoolchildren and 800 teachers around the 5
boroughs. We employ close to 1,400 individuals, generating $17.8 million in employee
wages and creating possible the productions that contribute over $100 million annually
into the local and state economies.

Roundabout Theatre Company performs in five New York City theaters. Each fulfills a
different aspect of our mission, and each one was developed with the support

and partnership of the City of New York, including critical grants of capital money.
Accordingly, Roundabout is a "financial assistance recipient” under the definition of
the proposed legislation and would be compelled to meet all the applicable
requirements contained in the legislation for at least the next 30 years.

There is no question that Intro 251-A would have severe adverse impacts on
Roundabout. It would create an unsustainable burden on our administrative staff and
we have serious doubts that we could ever fully meet the compliance requirements. We
recognize that as a 501(c)3 Roundabout would be exempt from the requirement to pay
the wage that the City would annually deem a “living wage.” However, the burdens of
the legislation go well beyond the wage requirements, and would create substantial
administrative responsibilities, adding red tape and reducing the resources we devote to
our core mission.

Like any non-profit cultural institution, we have learned to take advantage of revenue
generating opportunities wherever possible. Roundabout subcontracts its food,
beverage and merchandise concessions, for example, to supplement the income
generated from ticket sales, subscriptions and donations. When our performance
schedule permits, we rent out some of our beautiful spaces for community or corporate
events. Intro 251-A would require us to monitor the employment practices of our
concessionaires and other consultants who are on site more than 30 days each year.
This is just one example of how this will truly burden our staff and compromise

our ability to take advantage of the revenue streams we have come to rely on.

hre.org
American Afrlines Theatre ¢ Harold and Mirlam Steinberg Center for Theatre, Laura Pels Theatre + Studlo 54

"Todd Haimes, Artistic Director
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Moreover, even as an exempt employer, the legislation would require us to file detailed
annual reports and payroll records and open our workplace to audit and inspection by the
Comptroller, adding a whole new set of paperwork mandates to the voluminous
requirements that are already placed on non-profit cultural institutions. Each of these
activities would drain time and resources from our organization whose mission is to
foster and provide live theatre and quality educational programs.

In an era of dwindling public resources, it makes no sense to ask a non-profit cultural
institution to shift its resources away from the performing arts toward policing the wage
practices of its vendors and subcontractors. Iurge you to reject Intro 251-A.

Executive Director
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The Council of The City of New York
Committee on Contracts

Intro 251-A

Good afternoon Chairperson Mealy, Committee Members, elected officials, neighbors and
friends.

| am Liz Berger, President of the Alliance for Downtown New York, the business
improvement district for Lower Manhattan. Thank you for giving the Downtown Alliance
time to speak on the important issue of Intro 251-A.

In 1985, when the Downtown Alliance began operating, Lower Manhattan’s vacancy rate
was more than 25 percent. Through a number of much-needed public incentive programs,
many obsolete commercial buildings were converted to residential uses and remaining
commercial buildings were eligible for commercial incentives that attracted new tenants.
By the end of the 1990s, the commercial vacancy rate was below 5 percent.

The tragic events of September 11th sent Lower Manhattan into a tailspin, but new
incentives from Federal, State and City sources have spearheaded a remarkable rebirth.
More than 270 new commercial tenants have moved into the district, and the residential
population has more than doubled.

It is safe to say that virtually every building in Lower Manhattan has benefited from some
form of government benefits. Intro 251-A, therefore, could have a tremendous negative
impact on Lower Manhattan’s economy and continued growth. It would impose substantial
restrictions and administrative burdens on current and future recipients of those game-
changing incentives. Property owners would be required to disclose to new and current
tenants whether this proposed law would apply to them and their tenants would have to
submit their books to the property owner as evidence of compliance. There are many other
nearby locations that are competitively priced and would not come with this burden on the
residential as well as commercial sides and the impact could reverse the trend of Lower
Manhatitan’s recovery.

Please do not allow this propdsed legislation to stifle or suffocate Lower Manhattan’s
rebirth.
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My name is Frank Anelante and I am on the Executive Board of NYSAFAH, the New
York State Association for Affordable Housing. Before I begin my remarks on the
legislation before you today, I would like to state that NYSAFAH supports the concept of
a living wage in affordable housing. Our members already pay our employees a living
wage or better, and we are sympathetic to the goals of the legislation. Unfortunately, the
many requirements of Intro 251-A would severely limit NYSAFAI’s ability to build and

maintain affordable housing in a cost-effective manner, and we urge you to reject this
bill.

Intro 251-A asks affordable housing developers and operators to take on a massive
compliance responsibility that bears no relationship to their core business. We simply are
not equipped to monitor the employment practices and payroll records of our regular
vendors, contractors and commercial tenants. The scope of this legislation is so sweeping
that we would anticipate dramatic increases in our administrative costs, diverting
resources from the planning, production and maintenance of affordable housing.

NYSAFAH recognizes and appreciates that the drafters of the legislation have included
language to exempt affordable housing projects from the obligation to pay the living
wage. Unfortunately, this exemption fails to provide meaningful relief for several
reasons.

First, affordable housing is defined narrowly to include only those projects in which 75%
of the residential units are affordable for families earning less than 125% of the area
median income. This formulaic approach would exclude many important projects that
happen to (arget a different mix of incomes, or a different approach to site design.

Second, as a practical matter, the exemption would only relieve those few narrowly
defined projects from the obligation to pay the defined living wage. Developers and
operators would still be required to prepare annual certifications, maintain payroll
records, and comply with other burdensome reporting requirements for 30 years or more.

Third, the exemption specifically excludes retail stores on the premises of affordable
housing projects. Increased wage requirements in these spaces would make them less
attractive to merchants and businesses, reducing our ability to lease them and potentially



impacting the financial viability of a project. This could result in fewer units and a
diminished quality of life for our residents.

One final point —our project finances are lean and carefully structured. Before advancing
a single dollar, our public and private sector investors review each aspect of a financial
plan to ensure that it is sound. Our projects also include restrictive covenants and deed
restrictions to ensure continued financial viability. Aside from the obvious costs, Intro
251-A would introduce an element of uncertainty into every deal. The legislation
provides that the City may recapture the financial assistance it granted if it finds that the
Living Wage provisions have been violated and the Comptroller is unable to effectuate a
settlement. This means that the basic financial underpinnings of the project could be
undone at any time during a 30 year period due to the actions of an unrelated business
entity that has a lease or contract to do business on the premises. This uncertainty would
certainly affect our ability to obtain bank and tax credit financing, the two major sources
of private capital in affordable housing construction.

In an era of dwindling public resources and skyrocketing demand for housing, it makes
no sense to add burdens to programs that are delivering results. While we support the
concept of living wage, we believe that wage standards should be set by the State, and
enforced across all industries by the State Department of Labor. Thank you for this
opportunity to testify.
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Members of the City Councll:

My name is Paul Parkhill and | am the Director of Planning and Development for the Greenpoint
Manufacturing and Design Center, a non-profit developer of sbace for small manufacturers. To date,
GMDC has redeveloped six propemes in North Brooklyn, and currently owns and manages over 600,000
square feet of space housing more than 100 businesses.

Fair wages are at the heart of GMDC's mission: industrial businesses simply pay better than their service
sector equivalents, and employ populations that often lack the education or language skills necessary to
work in retail or professional jobs. Our latest tenant survey, conducted last year, shows that the average
income of the 500+ people who work in our buildings is $41,618, or about $20/hour.

' GMDC thus supports the general principle behind the Fair Wages amendment to the Administrative
Code. Large employers who receive city funds should commit to paying their employees a living wage.
Nevertheless, we have some concerns about the proposal at a logistical level. While nonprof‘ ts are
exempt from the reporting requirements, it appears from our review of the proposal that GMDC- which
often relies on city capital support to realize its projects — will be required to report on the wages of any
for-profit tenants with gross revenues exceeding $1,000,000, Based on our iong and somewhat painful
experience trying to extract financial information from tenants, we are not convinced that this is
possible. While we currently include certain broad reporting requirements within our leases, demanding
specific employee wage information is likely to undermine some of our ability to secure larger tenants,
And for those new tenants that do agree to these reporting provisions but don’t camply in practice,
GMDC’s only recourse as a Iandlord will be to begin eviction proceedings, which is frankly in nobody’s
interest.

As an alternative, we recommend that the City create a mechanism for requiring employee wage
reporting directly from businesses, rather than relying on the building owner as an intermediary. GMDC
would be happy to inform its tenants of this requirement and provide tenant contact information to the
relevant agency overseeing compliance. Since the city has the ability to demand and enforce the
reporting of wage information far more effectively than we do, we believe that this approach would
yield far better results.

Thank you.
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N
A ppearance Card

I intend to appear and speak on Int. No. M Res. No.
O infaver [X in opposition

Date: :/12. \ V1

"2 PLEASE PRINT)
Name: Qéc?&‘* \_\ OASHIWE

Addrees: ?/ ORI DE E /23
I represent: Hor ). %V ‘2/} /Zé‘d/?—é‘_ Croms s of’ VS
Address: 7/70 3 Qﬂ‘?’ /I/}‘C =l3le %4

. Please complete this card and return to thé Sergeant-at-Arms ‘



" THE COUNCIL
THE -CITY OF NEW YORK

Appearance Card

I'intend to appear and speak on Int. No. MH_
O in favor [ in opposition

Date: _/7/1’\@4 /5( 3'0//
(PLEASE PRINT)

Name: ?ﬂ‘{‘r‘cmaaoﬂkaﬂm
Address: __| 50 b\ﬁ\L\A—m\ fdm JLL\&M MY 13500

I represent: —‘Foon{ Ladus g\l«q Afhﬁmce. ot \l\q‘ Jac .
THE COUNC[L
THE CITY OF NEW YORK

Appearance Card

—  Res No. %_/%Z /}

[0 in oppesition

Res. No.

S V. T, | 7 PR

T R T I L ot Che

I intend to appear and spesk on Int. No.
[J in favor

Date:
SE RINT)
Name? /U g—bzfalﬂ(if\ % .
Address: i ‘ . -
I represent: /{}/Lf Q‘VC/& Le ()v‘.‘:,, / é/l} /!’/{/'*{'/{.n
B s T U

" THE COUNCIL
~ "THE CITY OF NEW YORK

Appearance Card

I intend to appear and speak on Int. No. _89]  Res. No.

E’ in favor

B

(1] in opposition
Date; g / Izj 1}

I?EASE PRINT) .

Name: tm‘?

Address: . M&Dhovﬁl\‘ S+ #—%'} (Bﬂaki[‘m‘ !Uf’ ”?LL
I represent: EL’D Ju ’4

Address: <o & ==lcl ] uH‘{ {\}f'l-;?wf(( f\}f IIQH

’

Pleuse complete this card and return to the Sergeant-at-Arms




— Address —

" i - e T .. e

B i s LT e+ B

THE COUNCIL
THE CITY OF NEW YORK

Appearance Card

I intend to appear and speak on Int. No. MBCS. No.

(X in faver [] in opposition_ , .
i SN0

Date:

e MOEN PR 110

Addreas:

I represent: D@—zﬂ{@ AR DCUD CJ

THE COUNCIL
THE CITY OF NEW YORK

Appearance Card

I intend to appear aréi}p{ak on Int. NO.M— Res. No.

in favor [ in opposition

Date: g\ {2 - U

- V (PLEASE PRINT)
Name: %LQ \ H(‘)P LA/\} .
Address: )? L{ {]‘i&'} G‘(\))‘\(f Sf ‘ gF JOG”()O/

I represent: STO()E [/J{'UI ?(’W)O(‘ffﬂ.\ O'T /\)7(;

.. Address:

DT R

THE COUNCIL
THE CITY OF NEW YORK

Appearance Card _
I intend to appear and speak on Int. No. M__Res. No.

in favor - [ in opposition

. Date: 5’//2}/)/

(PLEASE PRINT)
Name: &"\f‘(@‘-‘ )'\Unawa%

4
Address: 82‘ e"v)l'/h b A’V-g q“ﬂn loy _;\c,uH‘u
A AT vy .
1 represent Co" ‘n[’*‘ )'L\"/X( }*}' J 2 ff}bﬁ‘k }aC;’H' 288

Address: ﬁg& G_""‘i‘f\-j Gn <o r‘}i’ gf‘:-v’z\'n 0\1’\’ ,DL{T_\
- z

. Please complete this card and return to the gergeam-at Arma ‘




P

e ARG —

r— T AT Y Y

" THE COUNCIL
THE CITY OF NEW YORK

Appearance Card

I intend to appear and speak on Int. No. ______ ___ Res. No.
[ in favor [ in opposition

Date: _
(PLEASE PRINT)

Name: A L’D’f&f/ 7)({ %A&lﬂk

Address: (/50 S5y Fref Rr//d%:

I represent: R\U‘D S

THE CITY OF NEW YORK

Appearance Card

I intend to appear and speak on Int. No. _____ Res. No.
[J in favor . [} in opposition

Date:

%N@D (PLEASE PRINT)
Name: ’ N L ifa~_y

Addreas: - /k/a U)g/%—,‘l‘*”{/( r\j‘7 A’\ﬁ
| ] /

1 represent:

Address:

- Appearance Card

I intend to appear a!gyeak onInt. No. __ Res. No.

in favor [ in opposition

: Date: J;_ // &
wne: Adlas £T o

Address: :
I represent: @'O’/—Y{‘(‘ (-d‘wfé Er ’99'1’ (O,Z‘/ﬂr/ﬂ/:f‘ aec/eéy,,‘f'

Address:

’ Please complete this card and return to the Sergeant-at-Arms .




- THE COUNCIL
THiE CITY OF NEW YORK

Appearance Card

I intend to appear and speak on Int. No. M Res. No.

O infaver (¥ in opposltlon /
Date: yd 2/ 7 /

ﬁ ﬁ {PLEASE PRINT)
Name: L [0H/ LI 0%/4%/1 .
.. Address: /@/&Wﬂd@ 97/“//8 /WC /@JO?/V

I represent: (')ouncr/ﬁ’[ NX&OM&GS ved # c!azz{][;"rnzm WYess
{\ddress = 07§£ LL)S7 g[’ # 7%) /\r\/C /O/ﬂ’?.w

o p-w-w-vrurm-m Ee

“-._ THE COUNCIL
THE CITY OF NEW YORK

Appearance Card

I intend to appear and speak on Int. No. Res. No.

[0 infavor [ in opposition

Date:

- A /(//;4« 4(PLEAS PRINT) -

Address: %7) /QVWOU Z%/@/\/UQ JX‘ /{j\/
I represent é%a/ / VJOE%?K QJ/ ﬂ)g@,& é———' j
Address / @‘/%J / M ﬂ/ ! ﬁ/) ) E

2, (x T T TR

-~ THE COUNCIL
THE CITY OF NEW YORK

Appearance Card

Res. No.

I intend to appear and speak on Int. No.
3 infaver [J in opposition

Date: _

Nome. jO Q\ (E-@s; PRINT)

Address: __)} Pla 2 GHIART

I represent: V7( (_bq\ 10w ﬁqm% Huwj W
Address: __ 50 Blo uu/ 4 W -{

. Please complete this card and return to the Sergeant-at-Arms ‘




~ THE COUNCIL
TE CITY OF NEW YORK

g T I

Appearance Card

I intend to appear and speak onInt. No. ____ Res. No.
E] in favor [} in opposition

Date: \5-'/ /"‘1’/ //
(PLEASE PRINT)
Name: __ 2 QA3 IO OL A 12 O\ S I |

Address: R FEO &L@J@W&_&

kARA

I represent:

Address: — )S! Jﬂ“”"””‘ 4”“’"’” "’e"’"

THE COUNCIL
THE CITY OF NEW YORK

TREY : -z AT

Appearance Card

] Gy g g
I intend to appear and speak onInt. No. _____ Res. No.

[4 infavor (] in opposition

| J (PLEASE PRINT)
" Name: 'Dé\?mu Dag mrs .

Date: 5/’2//f-

Address: __ 1120 ST drumm A\/E"; Arr. 55—/ Praerie MY 1eb6S

I repref.ent (e Byirim 1 TTER” oe IhTeRps pny L=< 10878
o -
Address: ._- 5——20 Cf _AVE _ Swmer 108, vy, W, 150

)

~ THE COUNCIL,
THE CITY OF NEW YORK

=3 T et ,_.._g,y D e T N i g 1 e

Appearance Card .

I intend to appear and speak on Int. No. _" ____ Res. No.
[J infavor [ in opposition

Date:
J/\\/\ (PLEASE PRINT)
U\

Name: Ly
! . — f' C \/ TTv ,\
Address: _ : R GRS, LM vy
- :\_ {ﬂ,
l represent: AR A
Yy
Addresa \\( .
’ Please complete this card arid return to the Sergeant-at-Arms ‘




s Addreas P — S—

THE COUNCIL
THE CITY OF NEW YORK

Appearance Card

I intend to appear anid speak on Int. No, ____ Res. No.
[B/n opposition

O ;in favor
. Date:
(RLEASE PRINT)
Name [Cf-’ 5/7?’ dn b\#

Poa—

Address: 25 2z {M KD(& -

-~
I represent: ’% (o aLQA_ M“

THE COUNCIL \_
THE CITY OF NEW YORK

A ppearance Card

I intend to appear and speak onInt. No. __ Res. No..
[J infaver [] in opposition
Date:
/Q (PLEASE )
Name / /U/ !Lf /L/M?/\ p A ML

Addreu fu (/\V C'/l D é’_f/

) 1 represent: h r ¢ "\/\&4 /1(7(—4/’)\
Address: j‘“.} '\"-/\ (/'\w"*/ [’0[/// //L

TR W I T TS, . A n e el Il P B O U —

L

I T T

THE COUNCIL
THE QLTY OF NEW YORK

Appearance Card |

I intend to appear and speak on Int. No. M Res. No.
(O in faver Ij(in opposition
- Date: S}}Q’]Q—'

(PLEASE PRINT)
Name: HJJ Y‘@hﬂ@/

Addrees:
I represent: Tue SK FQW/

Address:.

~

’ Please complete this card and return to the Sergeant-at-Arms ‘




R e T e RO . i T~ te -

“THE COUNCIL
THE CITY OF NEW YORK

Appearance Card

I intend to appear and speak onInt. No. _______ Res. No.
[J in faver [] in opposition

Date: }AAU\\Z QOH
{(PLEASE PRINT) S

Name: \—Q(i nn{—H—@ \UK(‘ ts»Z AR
Address: g’BS B \LJ/\-@V J“jll\"!\ C\QA ﬁ\"'\wﬁ /\AA

I represent:

j W_..,.A‘ddr_eaa

UV U N

THE (ITY OF NEW YORK

Appearance Card

I intend to appear and speak on Int. No. ____ Res. No.
"5 in favor [] in opposition

Date W L2 2ol
(PLEASE PRINT) -

Name: _CATH I FEWN
Addreess: 7

I represent: S af

Address: P2 MBT/ING K 6 £ TW‘?’WM)/" Ny

© THECOUNGL
THE CITY OF NEW YORK
| Appearance Card
}/ I intend to appear m;/?::ﬁvz: In‘tith;;]m Res. No.

Date: _ MGUV /Z'g Z{)[{
(PLEASE PRINT)
. Name: Qou*q C'-kr\mm ﬂﬁifm
. Address: JZ§ . 27

1 represent: M:QJ\NS Dd\’j M -

Address:

’ Please complete this card and return to the Sergeant-at-Arms ‘ _

3




B o A T A T, Rt e e T o LT — 4 e e pvm e

THE COUNCIL
THE CITY OF NEW YORK

Appearance Card

I intend to appear and speak on Int. No. Res. No.

in favor [J in opposition

Date: //2/ //
{(PLEASE PRINT)
Name: CQF 1S MO / \
Address: 349 E//? S+ A/M %0(‘){ f\} \'f
I represent: P&F@ /4 C_f"‘\ O k\%“@ (7,.\}—

AJddre_:ss /L/O W X ’ 5‘_} af) F‘/OO(‘ C Nk/ /‘UX

THE COUNCIL
- THE CITY OF NEW YORK

Appearance Card

T

Res. No.

in favor [ in opposition ___

Date: ‘ O ﬂ!Z - ! /
Name: {616 ,2- l N\g‘E_AéERPLR.gT\)!t;

Address:

I represent: Lﬁ\veh+ AV huﬁ( JW /ﬁ—}—‘ d‘UM

Address: L}ZQ C C%\(a’ﬁw AV&’\JU{‘)

I intend to appear and speak on Int. No.

\Yﬂ

“THE COUNCIL
THE CITY OF NEW YORK

Appearance Card

I intend to appear a{g/peak on Int, No.

in favor [ in oppesition

Res. No.

Date:

(PLEASE PRINT)
Name: QQV K—Dﬁ 'gf) h N L g(‘@T’I’
Address: L/L,(ﬂg w /") '&'A‘\ 4/9‘ M“[ M"[

I represent: TL*Q.S{)G’P&L AC“'I oN OOMH %"-p“l\‘s-rh l\“él&h [\ﬁ}'{F
T Address: (4 6-‘16!4, QDN\)\?M% MM N\)" '

’ - Please complete this card and return to the Gergeaut-a: Arms ' ‘




e THE COUNCL
TﬁE CITY OF NEW YORK

Appearance Card

I intend to appear and speak on Int. No. _2£A'L Res. No.
in favor [ in opposition
kv/eY/

- Date:

' (PLEASE PRINT)
N.J,é‘/ el Dav

Addreess:

I represent: M\/W@ W//[fﬂ'l(_

V'_‘__ﬁ_“Address ‘ ﬁﬁ’wv‘éwﬁ A ,émf‘ <F 7%;/4/ MC’_

e Ty rr

THE COUNCIL
“THE CITY OF NEW YORK

T T ST

Appearance Card

I intend to appear and speak on Int. NO.M Res. No. .

[7infavor [J in opposition
Date: M

Wyl 2 1)

=t

e MDEONEE TR0 "

Address: .

I represent;

‘_é‘ddlfesa:

© THE COUNGIL
THE CITY OF NEW YORK

£t i

A= s Sy ~ T

Appearance Card

I intend to appear and speak on Int. No. Res. No.

[J infavor [] in opposition
Date: _S 2- / / /

- 7——-& /% (PLEASE IN Z Q I;IM

Address: 430 L—D /i % {7\

Address:.

’ Please complete this card and return to the Sergéam-at-Arms v

I represenm /77 )-S5 e C), { (“[’ml(‘ M‘éﬂ V_J
M
‘




TS

THE COUNCIL
THE CITY OF NEW YORK

Appearance Card

I intend to appear arid speakonInt. No. ____ Res. No.

] in favor 0O in opposmon /
Date: / /‘
/LA 45 (PI.EASE IN cQ
o, AT D) rnm

Address: : ;(j m // Q '\;7\ . " Ay 7
Irepresem %

Address: i @4”\

T R T g T At e i

T T I

THE COUNCIL
THE CITY OF NEW YORK

Appearance Card

I intend to appear and gpeak on Int. No. E,:P_ij'___ Res. No.

in favor FL in opposition

Date: _

_ _{PLEASE PRINY)
Name: @;Nlﬁ (K @IWMDC T '
Addreas lef/g éULU E{ qqf‘—-r"’ W\/ﬁmf /QP e

Z”/Q?[ N

\ ,r;m:szchmL (7=
L erc?

B e A S B S R AT TR gl 1 i, e 3 A 3Ptk

ey
e bt —r o et L e

THE COUNCIL
THE CITY OF NEW YORK

Appearance Card

I intend to appear aléiﬂ;eak’bn Int. No. Q_Sl____ Res. No.

in favor [ in opposition

~ Date: _
D (PLEASE PRINT) -
Name: \L\ {T\l’jpr O(\LS

Address: ﬁ*}’ f‘?d‘ ’H»QI"JQ-PJ lah\é _‘J:_Z’,_@D N
I represent: R?\"d\ ! /]\CJ N ?[ﬁj@ (—.L

" Address:

. Please complete this card and return to the Sergeant-at-Arms ‘

R T ST ST T T




Address _

Address:

T ST o an B R P g a2 oo r ot Lt PER Y

THE COUNCIL
THE CITY OF NEW YORK

Appearance Card
1

I'intend to appear and speak on Int. No. _._.__D’S l Res. No.
in favor [ in opposition

Date: QS/ / Q/ / /
(PLEASE PRINT)

Name: _Nicl_ Bdglme
Address: fa( (6 IOQM %\/C/

I represent: _ Lot i//ﬂ@h/ﬁflf/yy C R@lﬂf/ Aleiﬂf) /DfU/C‘KJL

B T AT T

[ A e o o 20

| THE COUNCIL
THE CITY OF NEW YORK

A ppearance Card

I intend to appear an}l speakonInt. No. ____ Res. No.

5@\ infavor ([J in opposm?n { ’ll/(ﬂ//] / /

Date: .

_ (PLEASE PRINT)
Name: @Q‘J ’L (A Q&m (ot

Address:

I-represent: GOOd F—:SE)\/\DI / \) O/V\) \/[ ﬂﬁﬁ

N

THE CITY OF NEW YORK

Appearance Card

I intend to appear eak onlnt. No. ____ Res. No.

in favor [J in opposition

" Date;
{PLEASE PRINT)
Name: g‘)‘ucﬂ ("\\" ?"{)e—\ Yruann
Address: %O E 2‘% i g’-}.

I represent: ?\‘/\)‘D 5 L-)

Address:

’ Please complete this card and ;return to the Sergeant-at-Arms . ‘




T =T T — rom e = TR "'"-‘-_I-'-‘!z":‘""»"':?"”' B R S o i |

o Adirem: N\f Py 1003?

" THE COUNCIL
THE CITY OF NEW YORK

Appearance Card

I intend to appear and speak onInt; No. _____ Res. No.
in favor [ in opposition

Date:

Mo, pAUL’ QLEASE PRINT)

Address: N’a\'} Qm (’LO\”MV} AT L/‘-\V\/\J ﬂOKQ‘:Zj
I represent: ?S\ ”’6\—(§C/ wt: STU” CDO(

" THE .€OUNCIL
THE‘ CITY OF NEW YORK

A'ppearance Card

I intend to appear and speak on Int. No. M Res. No.

[J in favor O in opposition / /
Date: _ Z /31 / /

= o EASE PRINT)
Name: __tJ (2 UFS/Q A YWFP‘W}:

Address:

I ropresent: JTc /}W@OMN%M% | f;mfw @N.«_»L

. Name: Fm‘« /ﬁ/ébﬁzfu?{

Addrem: TS St At - Lo 2oy MVE sor

saage: L0 Ry '<T

T e e et il

THE COUNCIL
- THE.CITY OF NEW YORK

Appearance Card

I mtend to appear and speak on Int No. Mm Res. No
D in favor E]/m opposition

Date: J’// Y/ 4
{PLEASE PRINT) \

Address: Sz ;@@W 49@;\]}( MY /0'-/4?*

M%WL
I represent: NeY VM%’W 4556£Jﬁ7m fog  rppess g

’ Pleuse completeithis card and return to the Sergéant-at-A rms : ‘



I intend to appear and speak onInt. No. ______ Res. No.

THE COUNCIL
THE CITY OF NEW YORK

Appearance Card

[J in faver [] in opposition

Date:
{PLEASE PRINT)

Name: SRO%C\V\ L e WS

Address:

Y bpl L ot G4 B2 ] P)'CCMLLJ\M

I represent:

se\f /C{JN\I)

THE COUNCIL
THE CITY OF NEW YORK
Appearance Card
I intend to appear and speak on Int. No. Res. No.

in favor [ in opposition

Date: _
(PLEASE PRINT)

Nome: PRAE BLE(Z f?h"/{( L

Address:

I represent

Address:

A =

N¢ % E) %ffg/zﬁ(
WU 4}@ NVﬂ

I intend to appear and speak on Int. No. %ﬂ Res. No.

Name:

e . DU VT

THE COUNCIL
THE CITY OF NEW YORK

A ppearance Card

(] in faver m in opposntmn

Date:

LO_,‘)T@QP gLE%/E PRINT)

l Address:

15\ ok Y244 M "

I represem

Ao Y Moo dae. 2Tt | fmocre in

Address: (Gd t) B ;Qb‘ oY (00,0/_

’ Please complete this

turn to the Sergeant-at-4rms ‘




CTHE COUNCIL
THE CITY OF NEW YORK

Appeararice Card

Iintend to appear and speak onInt. No. ___ Res. No.
‘@li in favor [ in opposition -

Date:
PR (PLEASE PRINT)
Name: DN R ST A K
Address: - Loy W jr'f{f‘ T ?AL (A4 ?u)/_?\
I represent: L CD MM )’ 7'- jb\//LO‘QM C—CU(L "7(%
Address: b fz\) -'w}é §£_W_"_{:;‘1__ __C/{' C’G‘L,) , 7\ (>

S e e

THE COUNCIL:
- THE 1Y OENEW YORK

A ppearancé’f.Card

\

I intend to appear and s;:%ak on Int. No. \ Res. No.
. O in favor O in opposmon / /
pa S/ (2] |/
: PLEASE PRINT)
~ Name: rvfz"// I !n i)

Address: / / 104// ﬁﬁC[ ‘1/1' /‘ ﬂ//f//ﬂj
I represent /‘/ €/ (’ /\ /)C)('_ %ﬁ/’ [ /Aé,/

THE CITY OF NEW YORK
Appearance Card
I intend to appear%sie;:vz: Il:|t|.j1\h:;l _;PPOS_TOD Res. No.

Date: -

e Mllchlo L2527

Address: i

| repreen sz@rf & % ‘ox Tlue gl
Address: C,Q/pp G ﬂd V@ ”(,O mﬂ/l I

. Please complete this card and return to the Sergeant-at-Arms ‘




PR T T AT T SR T T T T e g T TERTRNL SERTTEREIT 3 Ty T R L T T T

THE COUNCIL
THE CITY OF NEW YORK

A ppearance Card .

/

I intend to appear and spe&k on Int, No. _ZL Res. No.

O m/favor @ in epposition
date : ‘-5 - Jd - ”

(PLEASE PRINT)

Name: ﬁb@r’f S~:44[/-/7/’,Aﬂ‘£4

Address:

£ ,
I represent: - / }
N : <
SV, | /-] E— ez e e
~ THE COUNCIL
- THE CITY OF NEW YORK
Appearance Card
I intend to appear and speak onInt. No. ___________ Res. No.
] in favor [ in opposition
. : Date: ) [VZ"/ H
(PLEASE PRINT
. Pafip T Ueleh nehe
 Address: ll 9 6““‘( do“"’“ e} -
I represent: Deoeryl Tap AT Boned | ST priel's RerAd b LIfE
Address IM@WA ﬂ“u'ﬂ @K@Uﬂ\‘ FOUE
THE COUNCIL -
THE CITY OF NEW YORK
'Appearance Card
I intend to appear and speak on Int. N;). e Res. No.
[ infaver [] in opposition
Date:
(PLEASE PRINT)
Name: P{;I[uugo OLWa\& Cl’\\e(: Q 8-\-61@ M Sjt've\
Address:

I represent: Mared's avEiCE

1

Address:

. Please complete this card and return to the Sergéant-at-A rms ‘




Clifoa-orgiie LR e TTES R T A T T AT AT e e . S R

THE COUNCIL
THE CITY OF NEW YORK

A ppearaﬁce Card

I intend to appear and speak on Int. No. Q_b_‘_’___ Res. No.
A infaver [J in opposition

| Date: > /:*z,l
Name: JHMAES (TLE&;EY{%’%L o
0 Do Pluw €701 WO

Addreas:

FiSure POVACY N TITUTE
“___Address N %M

e e

- -] represent:

— R

THE COUNCIL
THE CITY OF NEW YORK

A ppeardnce Card

I intend to appear alélyeak on Int. No.

infavor [] in opposmon

- .Res No. _Zg_/é:

s 12 o8l

Date:
PLEASE RINT).
Name: )ﬂ 7:\4 ’TL j
Address: (7[-53 l/\i }L{'O ’b}ﬂl LVI {\(A/]/ My/go}g

1 represent:

/\/@w (o f/wo/o q/CW(SWmM

Address:
S VN A2 4.7 Y LS —————
- e o --qi:wm»ﬁ«m ~~,*-rt-f\-md"" .‘"" -%é‘l*’%"-ﬁw‘_ £ e B ] ﬁm&) :\ SRl
T COUNGIL
e A THE CITY OF NEW YORK
Lo A ppgar_agge Card
I intend to ;1p;‘)ear and speaK on Int *‘1-;‘]0 __ Res. No. _ P
e ¥° [ in favor . in opposition -
JC? gg_:o‘f)"‘ \l‘”“ q‘*"‘ ! Date: - f\‘»i‘S:!"DlH Iy
N o TG

.lege:

43¢ %y{}o/,/(:{ /)ﬂgu‘t é/,z,;,—,l‘é SDD

((PLEASE PRINT)

A

-..____\

Address:

I represent:

Address

e =
| R

i@\ 5\"‘0@(*‘1 h&"’\—\*‘s\aﬂﬂ

?-:'

pTaoye & abia
i ~ '

Please complete;thiscard and return to the-Sergeant-at-Arms




