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LIVING WAGE ORDINANCES
Todd J. Kumler

Abstract

Since 1994, 130 municipalities have adopted livimgge ordinances, which
mandate that covered workers receive an hourly wageiding enough income to keep
the individual above the poverty line. This studigntifies what factors have lead to the
proliferation of living wage laws across the Unit&thtes while also determining what
characteristics have prompted some municipaliteepdss living wage ordinances while
others have not. This research also considers timpact of living wages on
municipalities that have adopted such laws. Tohtrtelucidate the issues associated
with living wage ordinances, two cities—BaltimonedalLos Angeles—are examined as
case studies. Ultimately, this study concludes manicipalities that have adopted living
wage laws share several characteristics and thandj wage ordinances have provided
significant benefits at relatively small costs.
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INTRODUCTION

On September 21, 2005, several dozen memberseoBliomington, lllinois
based Central Illinois Organizing Project (CIOP}Yhgaed outside of the site of U.S.
Cellular Coliseum in downtown Bloomington. This gpo of community activists,
religious leaders, union members, and students dvasl simple demand—that the
Bloomington city council guarantee that every worethe new arena be paid a living
wage of at least $9.33 per hour. Unfortunately @IOP and its activists, the
Bloomington city council did not agree to the ongation’s demand; and city council
members have yet to pass a living wage ordinance.

The campaign for a living wage in Bloomington, piés its lack of success, is
representative of the national living wage movemelnich has swept across the United
States over the last decade. Since 1994, whennigaki passed the first living wage
ordinance, over 130 cities and counties have adopimilar laws (ACORN, 2006).
Although ordinances vary in specifics dependingtioe municipality, all living wage
laws mandate that certain workers in the privateosebe paid above a minimum level,
typically set at the wage necessary to keep a y&nihcome above the poverty line.
Living wage laws usually affect only firms whichceve government contracts and/or
assistance from municipalities in the form of sdies, tax support, or developmental
grants.

The growth of the living wage movement has bedfeddthe most striking
progressive achievement in labor and employmerityah the past 25 years” (Fairris
and Reich, 2005: 1). Indeed, living wage campaipase been very successful in

convincing municipalities to adopt laws, and théigyohas quickly spread to cities and
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counties across the United States. Despite thégmation of living wage laws, however,
there has been little research regarding many itapbissues about these ordinances.
Thus, this paper hopes to address two signifiagpits regarding the living wage. First,
this study will determine the factors which leadhe success of living wage campaigns.
In addition, this paper will discuss the impactieing wage laws in municipalities with

ordinances.

THE SUCCESS OF LIVING WAGE CAMPAIGNS

In his influential book City Limits Paul Peterson asserts that municipal
governments will not pursue redistributive policidst benefit the poor. As Peterson
explains, municipal governments depend on busisemsé investors to provide jobs for
citizens and to stimulate the local economy. Sibgsinesses usually act independently
of local governments and are free to relocateg<itypically compete against each other
to attract businesses and investors. In this typatmosphere, few municipalities will
adopt redistributive policies which impose costsbosinesses and threaten the health of
the local economy (Martin, 2001).

If Peterson’s theory is indeed true, why have sanyn cities adopted a
redistributive measure such as the living wage?olach point to a variety of factors
which have fostered the emergence of the livingevapvement. First, although a few
municipalities have required all businesses opmgatiithin their jurisdictions to pay
workers a living wage, the overwhelming majority mfdinances (as well as the ones
examined in this paper) apply only to businessegiveng government contracts or
subsidies. Since these companies rely on urbanetsank order to sell their goods and

services and depend on local governments to praxodéacts and subsidies, these firms
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are largely immobile and would be unlikely to redte if a city were to adopt a living

wage policy (Martin, 2001). Thus, unlike other stdbutive measures, living wage
ordinances will not cause businesses to flee ciBgsovercoming the dilemma posed by
Peterson, living wage laws have become an attegiolicy for urban activists and city

councils.

Economic developments during the 1990s also dmrt&d to the rise of the living
wage movement. Over the past two decades, the mmimage has fallen considerably
relative to the poverty line. For example, in 19%8% minimum wage stood at 104.3
percent of the poverty line; however, the minimurage dipped to 70.5 percent of the
poverty line by 1989 and recovered to just 78.@etr by 1996 (Levin-Waldman, 2005).
Currently, the minimum wage’s real value standerdy 65 percent of its peak of $7.92
in 1968. Minimum wage earners, thus, struggle tuea® a basic standard of living; and
the ranks of the working poor have swollen to appnately 7.2 million Americans
(Lipp, 2002). This increase has led many commumityivists to believe that the
minimum wage is no longer effective and that sortteiowage control is necessary to
ensure that employers pay full-time workers a legbugh wage so that anyone working
a full-time job does not live in poverty (FairriscaReich, 2005).

Related to the decrease in the real value of timemam wage is the increase in
income inequality. During the 1980s, income inefjyalvithin the United States
escalated. Furthermore, although the country eepeed significant economic growth
during the 1990s, this growth did not alleviate gap between the rich and the poor.
Living wage campaigns have gained support, thuggngmcommunity groups working

with disadvantaged populations since their effattempt to decrease the problem of
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persistent income inequality (Lipp, 2002; Levin-\dfalan, 2004). As one study states,
living wage laws are appealing because they prorfibi notion that in our highly
productive modern economic systems all individigdsuld have a right to an adequate
share of the community’s produce” (Champlin and &dfler, 2002: 877).

The emergence of living wage campaigns also cooreds to changes in urban
politics. Many large cities have engaged in largales urban redevelopment in order to
promote economic growth and job opportunities. Moktthese development plans,
however, focused on amenities aimed at upper at@dsduals and “invested huge sums
of public money into symbolic development projedsch as sports stadiums,
conventions centers and other arenas” (Levin-Wadden2005; 136). While these
facilities hire hundreds of workers, most are emetb in low-skill jobs paying low
wages. Thus, many living wage activists feel thdian redevelopment comes at the
expense of low-wage workers; and as a consequenagy community groups have
adopted the call for a living wage so that taxpageney does not support below-poverty
wages (Fairris and Reich, 2005).

At the same time that many cities are promotingaar development, city
governments are also working to bring down largenicipal budgets by privatizing
many city services. Outsourcing city services aflowities to shift from municipal
employees, who are typically unionized and recdiigh-wages, to low-wage workers
employed by private firms (Levin-Waldman, 2004)ivRtization, thus, has prompted
many labor unions to call for living wage ordinamde order to prevent cities from

paying workers such low-wages.
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Although the privatization of city services, thneiease in income inequality, and
the failure of urban development to decrease pgwertount for the emergence of the
living wage movement in general, these factors db explain why some cities have
adopted living wages while others have not. AltHotige literature on this question is
relatively silent, Oren Levin-Waldman investigatess issue in his article, “Cities that
Pass Living-Wage Ordinances” (2004). Using datanfithe Current Population Study
(CPS) for 1993 and 2002, Levin-Waldman comparegscivhich have passed living
wage ordinances with those that have not; and fthim analysis, Levin-Waldman
concludes that many differences exist between W types of cities. First, Levin-
Waldman notes that, in 1993 (prior to the adoptdrany living wage laws), income
inequality was higher in cities that subsequentiplemented living wage laws: the ratio
between the average family income of those in dtipequintile and those in the bottom
quintile was 13.3 for living wage cities and 1104 hon-living wage cities. Analyzing the
demographic differences between the two typestmssiLevin-Waldman concludes that,
while racial composition does not seem to factdo ithe adoption of living wages, the
percentage of immigrants within a city does. Intipafar, cities which have enacted
living wage ordinances have higher concentratidnshnmigrants from Latin America—
26.9 percent of the population of living wage dtia 1993 and 24.8 percent in 2002,
compared to 10.7 percent of the population in mang wage cities in 1993 and 14.9
percent in 2002. Education levels also vary betweentwo types of cities. While 16.3
percent of individuals in non-living wage citiesviealess than a i2grade education,

21.9 percent have less than § tade education in living wage cities.
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Since cities which have adopted living wage lawseha larger population of
immigrants and low-skilled workers, it is not suspng that more individuals in these
cities are employed in low-skill sectors, such agtle and nondurable goods industries
and services. Conversely, non-living wage munidiesl have more citizens working in
the high-skill sectors of executive, manageriatl professional occupations.

Isaac Martin also studied the differences betwstes which have adopted living
wage ordinances and those which have not (2005roWling to Martin, the one
demographic variable that has a positive and §taily significant impact on the
passage of a living wage is a city’s populationriviahypothesizes that larger cities can
impose wage requirements more easily because teg tiave greater leveraging power
over firms. Since businesses in large cities befrein the city’s location, companies are
more willing to accept labor market regulationstsas living wage laws. Martin also
determines that a city’s political environment &ast into the passage of living wage
policy. According to Martin, cities possessing arengolitically liberal population, as
evidenced by the proportion of residents voting tfie Democratic Party in the 1992
presidential election, tend to be more supportiivévong wage laws. In contrast, cities
located in the South—where, according to Martirg political culture is typically less
labor-friendly—are statistically less likely to extdiving wag ordinances.

Finally, Martin tests the importance of the vasoparticipants, such as
community groups and national organizations, temheine if these groups factor into the
success of living wage campaigns. Martin concluties activist organizations, such as
unions, community-based organizations, and loddisaés of national groups like the

Association of Community Organizations for ReformovN (ACORN), do not
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significantly impact the passage of living wage dawhen these groups work alone.
However, the presence of a coalition of grass-rooggnizations has a strong positive
influence on the adoption of living wage laws. Theing wage campaigns in
Minneapolis and St. Paul illustrate this fact. Pto ACORN'’s involvement in the two
campaigns, local labor unions had been unsuccesspgrsuading the cities to enact a
living wage statue. However, once ACORN joined wille unions, the campaigns
succeeded in winning a living wage ordinance. Tinding corresponds to emphasis that
many other researchers place on coalitions in sségemovements. Although tension
occasionally arises within a coalition, scholarsnpout that the most successful living
wage campaigns require the joint effort of labolons, community groups, and religious
organizations (Freeman, 2005; Levi, et al., 2002).

Overall, these observations regarding successingl wage campaigns reveal a
general theory about why some municipalities halegpted living wage laws while other
cities have not. Cities with certain demographiarelateristics, such as high immigrant
population, low levels of average education, higitome inequality, and a large
proportion of low-skill employment opportunitiesreamore amenable to organizing
around policies like the living wage since they arest in need of such a policy. Larger
cities are also more likely to adopt living wagealioances since their governments
possess more ability to regulate business, andalilmties outside the South are also
more disposed to adopt these laws. Finally, cigch possess a strong coalition of
national and community activist organizations a@aerlikely to enact legislation. These
groups are vital to facilitating a successful loipgy campaign. While national

organizations serve to promote the diffusion oinljvwage policy and techniques into
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new parts of the United States, local networksabiva grassroots organizations, such as
labor unions, student associations, and commumiti/oa faith-based groups working
with disadvantaged populations, are a key ingreédierpassing living wage laws since

these community groups adapt living wage poliatea particular region.

THE IMPACT OF LIVING WAGES

Since living wage laws have only been in existeiocea short time, there exists a
relatively small body of research concerning thmipact. Initially, most of the literature
consisted of prospective studies that exploredpibential effects of adopting living
wage ordinances. While these reports were benkfwiioth sides of the living wage
debate, these studies by their nature could nieatethe actual observed impact of living
wage ordinances. Fortunately, the diffusion ofrigywage policies has prompted several
scholars to study the actual impact of municipahly wage laws.

Even when living wage campaigns have been suadessiplementation of
living wage laws are often stymied by unsupportiity administrators and businesses.
Obviously, the impact of a living wage ordinancdl Wwe smaller if a city does not fully
implement the law. One study of living wage pol&cishows that implementation is
lowest when city administrators scrutinizmvered firms, while implementation is
greatest when community organizations are involvenhonitoring affected businesses.
Implementation is most successful when communitaoizations act as watchdogs to
determine non-compliance (Luce, 2005).

Even without full compliance, living wage ordirces have been effective in
raising the wages of covered workers. A study & Boston living wage ordinance

reveals that the wages of covered workers nearlgxakeded $9.25 per hour, the living
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wage level, after the law was passed. Since thgewrcrease did not, however, lead to a
significant increase in the wages for those makiatyveen $9.25 and $11.75 per hour,
the study reveals the possibility of wage comprmeséBrenner, 2005). Similarly, over 90
percent of airport workers in San Francisco sawagenincrease after the San Francisco
city council enacted a living wage ordinance; borkers who had previously made less
than the living wage saw the greatest increasesltiRet al., 2005).

One concern that many business groups have albimg Wage ordinances is that
the increased labor costs will create unemployn@niiow-wage workers. Most studies,
however, especially ones analyzing living wage laWwat only apply to businesses
receiving city contracts, indicate that living wadgave not led to decreased employment
levels. Stability in employment occurs because Hatsmand in businesses that perform
city services are extremely inelastic, so increasewages do not cause the quantity
demand for labor to fall (Pollin, 2001). One stuslyows that employment actually
increased by 16 percent at San Francisco Intemadtidirport after the living wage went
into affect in that city, even though airport atirvonly increased by four percent over
the same time period (Reich, et al., 2005). Howes@me studies do indicate that living
wage laws which apply to firms receiving businessistance may result in a decrease in
employment. For instance, comparisons between scitiich adopted ordinances
applying only to contracts and cities which adoptedinances applying to business
assistance show that broader laws have caused lhisonease in unemployment. Still,
most studies suggest that the unemployment eftédteese broader living wage laws are

relatively small (Adams and Neumark, 2005; Neunaaréé Adams, 2003).
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Business groups also argue that living wage ordies will increase business
costs so that many small businesses will closelocate to another city. It is important
to note that most living wage laws establish mimmlevels of city contracts or subsidies
that a business must receive before it is requmgohy a living wage. Small businesses,
therefore, are generally not covered by living wiayes, so it seems extremely unlikely
that the adoption of living wage laws will signiietly harm small businesses.
Furthermore, while businesses may threaten to roavef cities which pass living wage
ordinances, affected firms are tied to city cortsamr subsidies and are probably not apt
to surrender these lucrative benefits. Indeed,schelar asserts that no living wage study
has ever pointed to a case where a company retboatesponse to a living wage law
(Pollin, 2001).

Studies show that the additional wage costs ahdiwage laws are small
compared to overall production costs and are gépédeas than two percent (Pollin and
Luce, 1998). The theory of efficiency wages alsatest that higher wages can induce
higher worker productivity and lower employee turag ultimately saving businesses
money. Although the money saved will not cancel the# increased wage costs,
replacement costs for workers can be substantial;cme study found that the median
replacement cost for workers covered by living veages $2,500 (Brenner, 2005).
Several studies show that turnover decreasedafies implemented living wages; in the
case of covered homecare workers in one city, tiheover rate fell by 57 percent
(Howes, 2005).

Mayors and members of city councils often oppased wage laws out of

concern that these laws will increase municipaldats, which, in turn, will increase
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taxes. City contracts, however, are awarded thrawaghpetitive bidding, so businesses
are usually willing to accept lower profit margimstead of passing on costs to cities and
risk losing a profitable city contract (Levin-Waldm, 2005). Analysis of Boston’s living
wage ordinance reveals that most covered firmadidespond to the law by increasing
prices; in fact, in some cases prices actuallyebsad (Brenner, 2005). Since living wage
laws increase disposable income for workers, ciffas well as other levels of
government) can also save money through decreas& services and welfare benefits
given to covered employees. Although no studiesehexamined the impact of living
wage laws on the money spent by municipal govertsnem social services, prospective
studies indicate that cities could potentially savsignificant amount (Pollin and Luce,
1998).

Finally, it is important to consider the impact lbfing wage ordinances on
poverty levels within cities which have adopted geak legislation. Using citywide
analysis, researchers have noted that living wageances have not lowered urban
poverty because the laws have too limited a scdmars and Neumark, 2005).
Estimates show that living wage ordinances onledfibetween 46,000 and 100,000
workers in the United States; and while this faetph make living wage ordinances
politically attractive, it also means that thesedacannot have a significant impact on
overall poverty levels (Freeman, 2005). Therefotber redistributive policies might be
more effective than living wage laws at decreasirtgan poverty. Many activists lobby
for living wage ordinances, nevertheless, becaush kws force businesses to fulfill a
moral obligation to pay workers a wage that alldamilies to maintain a basic standard

of living.
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CASE STUDIES

Baltimore

In December, 1994, the Baltimore city council pasthe first living wage law in
the United States, requiring all firms operatingdencity contractors to pay contract
workers at least $6.10 per hour. Since many sulesgdiving wage campaigns modeled
themselves after the Baltimore campaign, many sechahave studied the Baltimore
living wage ordinance as an important case study.

In 2000, Baltimore’s population of 651,154 plage@mong the top 20 largest
cities in the United States. Demographically, thgy's largest ethnic group,
compromising 64.3 percent of the population, isigsdin-American, while less than two
percent of Baltimore’s residents are of Latino origu.S. Census Bureau, 2006). In
terms of education, in 1990, Baltimore had a grepéecentage of individuals with less
than a 12 grade education than the corresponding statisticttie entire state of
Maryland (37.6 percent versus 33.3 percent). Rodr994, employment opportunities in
the professional and technical sectors increasate wpportunities in low-skill sectors
decreased, resulting in increased income inequdligvin-Waldman, 2005). While
Baltimore shares several demographics charactaristbmmonly found in cities that
enacted living wage policies (large population, leducational attainment, and rising
income inequality), it does not share all such abimristics (for instance, a small
immigrant population from Latin America).

Baltimore is considered an overwhelming strongholdthe Democratic Party.
Democrats dominate every level of city governmeamd currently all three of

Baltimore’s U.S. Congressmen and its mayor, Ma@iMalley, are Democrats. When
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the living wage ordinance was passed in 1994, thayer Kurt Schmoke was also a
Democrat. Hence, the city’s liberal political cutumade Baltimore more receptive to the
passage of a living wage law.

The living wage campaign in Baltimore emerged arly 1994, largely in
response to a proposed urban redevelopment plaBdtimore’s Inner Harbor. Like
many other cities, Baltimore was hoping to revaaliits center city and to spark
economic growth by providing large subsidies tanrwilling to locate in the Inner
Harbor (Levi, et al., 2002). At the same time, aaréasing city budget had prompted
Baltimore’s city council to reduce municipal expé&aces by privatizing many city
services (Levin-Waldman, 2005). Many activists weatrthat, although the combination
of these two policies would generate growth, loweime families would not benefit from
the economic development.

Amidst this environment, Baltimoreans United foeaddership Development
(BUILD), an affiliate of the national organizationdustrial Areas Foundation (IAF) and
consisting of 46 Baltimore churches, struggledrisuee that citywide economic progress
would extend to the working poor. BUILD joined witthe American Federation of State,
County and Municipal Employees (AFSCME) in May 19@4campaign for a living
wage of $7.70 per hour for workers covered by ciiptracts. Although the law faced
tough opposition from businesses and wavering cament from Mayor Schmoke, the
city council ultimately passed a living wage ordina in December 1994 (Levin-
Waldman, 2005). This ordinance initially set theing wage at $6.10 per hour, while

mandating annual increases over the next four yaEathat the wage reached $7.70 per
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hour by July 1999 (Pollin and Luce, 1998). SingenttBaltimore’s living wage has been
pegged to the inflation rate, and it currently ait$9.06 per hour.

At the time of the living wage’s enactment, firtisoughout the city argued that
the law would create unemployment and increases dosbusinesses. In fact, three years
after the passage of the law, many contractors sgapto the policy were still not paying
their employees a living wage (Levin-Waldman, 200%wever, studies of Baltimore’s
living wage ordinance indicate that businesses’ceams have been largely unfounded.
Overall, the law covered less than 1,000 worker8attimore. Although the average
number of bids per city contract fell from 6.6 t@l She year after the living wage went
into effect, the total cost of winning contract ®itell from $19.33 million dollars to
$18.86 in inflation-adjusted dollars (Pollin anddey 1998). A study conducted in 1999
also revealed that the ordinance caused almoshgrease in the cost of city contracts
(Niedt, et al., 1999).

Interviews with firms covered by the living wagedmance indicate that most
firms felt the law did not have a negative impaetrthermore, none of the firms
interviewed a year after the establishment of andjvwage reported decreasing
employment levels (Pollin and Luce, 1998). Inteamgeconducted with 26 employees
receiving wage increases under the ordinance reddhht only one individual worked
fewer hours, although the reason for this decrsaseknown. In addition, more than half
of the workers viewed work more favorably (Niedt,a¢, 1999). Although no studies
have examined the impact of Baltimore’s living wage employee absenteeism and
turnover, this increased positive attitude towamrkvseems to support an increase in

worker productivity.
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Overall, the success of Baltimore’s living wagev Iset the stage for future
campaigns and ordinances. Like many other livinggev@&ampaigns, the Baltimore
campaign consisted of a coalition of labor uniomdigious groups, and a nationally-
affiliated community organization working in a lardiberal city with significant income
inequality and low educational attainment. The emgwrdinance was successful in
raising the wages of nearly 1,000 workers above pgheerty line without having
significant negative consequences.

Los Angeles

Like Baltimore, Los Angeles was among the firstnmeipalities to enact a living
wage law—the city council unanimously approved tindinance on March 18, 1997.
However, the Los Angeles ordinance differed sigatfitly from the Baltimore law in that
it not only covered firms working under city cortdts, but is also applied to businesses
receiving subsidies from the city government (ACQRRO06).

As the second largest city in the United States Angeles boasted a population
of 3.69 million residents in 2000. The city is alsmme to one of the most diverse urban
populations in the United States, with Hispanicsl &mtinos being the largest ethnic
group residing in the city (46.53 percent). Almose million Los Angeles residents were
born in Latin America, making this group the largiEseign-born population in the city
(U.S. Census Bureau, 2006). Los Angeles also lmaghaproportion of citizens with less
than a 12 grade education (39.8 percent in 1990), whiclightly more than the state of
California as a whole (36.0 percent in 1990). Coragdo other cities, Los Angeles has a

relatively low percentage of low-skill jobs; theved, the percentage of workers in low-
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skill jobs does not seem to be an impetus to thediwage ordinance (Levin-Waldman,
2005).

Although the office of mayor is officially non-gésan in Los Angeles, the current
mayor, Antonio Villaraigosa, is affiliated with thBemocratic Party. However, the
mayor’s office has frequently switched between Derats and Republicans; and in
1997, the office belonged to Republican Richard Riordan. While the city’s
congressional delegation is split between Democasid Republicans, the city has
supported a Democratic presidential candidate @myeglection since 1984 (Leip, 2006).

When Mayor Riordan took office in 1993, he “stextshe need for the city to be
run like a business,” and thus, he began contradiasic city services to private firms
(Levin-Waldman, 2005: 156). The mayor's goal oftitgt city jobs and privatizing
services concerned many labor unions and commuorig@nizations active in Los
Angeles. In 1996, the AFL-CIO joined with a progriee community organization, the
Los Angeles Alliance for a New Economy (LAANE), support a living wage for
workers employed by firms operating under city cacils as well as companies receiving
development subsidies from the city. Although toalition lacked a nationally-affiliated
community organization, many labor unions (suclsg#J, UFCW, and AFSCME) and
religious groups (such as the Clergy and Laity éphifor Economic Justice) quickly
joined the coalition (Levin-Waldman, 2005).

The proposed living wage ordinance faced stiffiliess opposition based mainly
on the fact that the law would cover firms recegviousiness assistance in addition to
those holding city contracts. Fortunately for thampaign, a progressive city

councilwoman, Jackie Goldberg, supported the orgieaand pushed it through the
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council (Levi, et al.,, 2002). Ultimately, the coulngoted unanimously to adopt the

ordinance, which required businesses receiving @itytracts greater than $25,000, or
financial assistance of over $100,000 annuallyay workers at least $7.25 per hour. In
addition, the law forced these firms to offer hieedire benefits to workers (or pay an
additional $1.25 wage premium) and to provide cesgteworkers with 12 paid days off

annually (Pollin and Luce, 1998). The living wageerin Los Angeles was also indexed
to inflation, and it has subsequently increase®t®8 per hour (ACORN, 2006).

The impact of the Los Angeles living wage ordimarwas significant for the
living wage movement since the city’s law reachedraader set of workers than
previous ordinances. Nevertheless, the law onlgctéd approximately 7,000 workers
out of a city of 3.69 million (Murray, 2001). Stedi comparing firms affected by the
ordinance to unaffected firms indicate that Los @&eg’ living wage law has
significantly raised wages for covered workers.2B¥)2, living wage establishments had
increased their wages for low-income workers by3$2.while non-living wage
establishment had increased their wages for simitakers by only $0.73, a statistically
significant difference of $1.66. When surveyed, trfosns affected by the living wage
law indicated that they would not have increasedesailf there had not been a living
wage ordinance. Furthermore, although no significhfierence in healthcare benefits
exists between living wage firms and non-living waliyms, workers at living wage
companies receive an additional two paid days eff year, a result determined to be
statistically significant (Fairris, 2005).

Prospective studies completed shortly before #es@ge of Los Angeles’ living

wage ordinance estimated that the average workaldweceive an additional $1.82 per
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hour, which would result in an average of $23,72%xtra annual costs for the typical
firm. Citywide, this would equal an additional $23nillion in wage costs. Combining
these wage costs with the predicted direct costscasted with the healthcare and paid
days-off provisions, the citywide cost would to&#4.7 million dollars, or $54,785 per
company. Although spillover costs of Los Angeled/ing wage law are hard to
determine, estimates predict that these costs wanidunt to approximately $13.4
million citywide. Hence, total direct and indirembsts would equal $68.2 million for all
affected firms in Los Angeles. Although this numbesty seem large, it represents only
1.5 percent of the total costs for the goods amdices produced by living wage firms.
While relative cost increases will vary by typemdustry, studies predict that the costs in
nearly all industries will increase by less thae gercent (Pollin and Luce, 1998).

While the costs imposed by Los Angeles’ living wagrdinance have been
relatively small for most firms, these costs hawersed to cause some unemployment for
low-skill workers in Los Angeles. Eighteen percehtompanies surveyed claim to have
decreased employment levels in response to thegliwiage. Although the validity of this
result depends on a firm’s ability to determine twieaels of employment would have
existed in the absence of a living wage law, thesrdase in employment implies an
elasticity of demand for low-wage workers of -0.0h the other hand, the living wage
ordinance has also created productivity gainsrfgracted firms. While worker turnover
decreased for both impacted and non-impacted fithesdecline in turnover for living-
wage firms was statistically larger than the dexlior non-living wage firms. This

difference is nearly entirely attributed to thegaece of a living wage (Fairris, 2005).
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Finally, it is important to address the impactloé living wage ordinance on Los
Angeles’ budget. A prospective study estimatesiftadt costs created by the living wage
were passed along to the city, the annual budgatdnocrease by 2.1 percent. However,
it is highly unlikely that this would occur sincket competitive bidding process would
force firms to absorb much of the costs. Given tiet estimated profit margin for
affected firms is between 10-18 percent, it seekedyl that firms could reduce profits to
absorb the costs. In addition, city government wosdve money by providing fewer
social services to workers covered by the livingygaurther lowering the impact of the

living wage ordinance on the city’s budget (Podimd Luce, 1998).

CONCLUSION

The case studies of Baltimore and Los Angeles teeghed light on some of the
issues regarding living wage ordinances in the édhiStates. While sharing some
characteristics, such as large populations andelducation levels, the two cities are also
very different demographically, especially with aegy to their minority populations.
Since neither city exactly fits the “profile” ofving wage cities proposed by some
scholars, their divergence from what is consideypdtal suggests that adoption of living
wage ordinances is not solely dependent upon spegiban characteristics. However,
the two case studies do provide a glimpse intanihtiple factors leading to the success
of living wage campaigns. In both cases, speaifayoral and/or city council decisions
prompted community groups to call for living wagasd in both cities, the success of the
campaigns was dependent upon the formation of &tiooalobbying effort. The case
studies of Baltimore and Los Angeles further shdwat successful living wage

campaigns produce positive results. In both citieg)g wage laws have been effective
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in raising wages for covered workers without pradgc significant negative
consequences. Neither city experienced large isesean city budgets, and covered
businesses in both cities saw only slight addifiawsts relative to overall production
costs due to the living wage laws. While theredsridence of decreased employment in
Baltimore, there was a small increase in unemplayne Los Angeles, indicating that
broader living wage laws may produce some losslus.|

Despite the findings in this paper, it is cleaattimore research is need on living
wage laws. Additional studies on the political agpeof living wage campaigns are
needed to determine why cities choose to adophdiwage ordinances. Also, most
empirical research on these laws examines largesaithich offer greater samples of
covered workers. As living wage campaigns and amiies spread to small-sized cities,
such as Bloomington, lllinois, it is important thetholars consider the impact of living

wages on these municipalities.
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