








Long Beach City Council Meet ing
January 19, 2016

Considering
Minimum Wage
Policy in the
City of Long Beach

Christ ine Cooper, Ph.D.
Senior Vice Pre sident
Institute for Applied Econo rTl ics
Los Angeles County Economic Development Corporat ion
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Scope

~ Review literature

~ Scan best practices

~ Estimate the impact in Long Beach

~ Conduct survey of LB businesses

~ Synthesize open forum participation
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Age Distribution

oto 14 years

15 to 64 years

65 years and older

20 .0%

18 .8%

10 .0%
I

12 .2%

8

• Long Beach

LA County

70.00/0

69 .0%
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Households by Size

1 person

2 persons

3 or 4 persons

5 or more per sons
14.4%

15.1%

30 .6%

25 . 5~'O

7.9%

27.7%

27.10/0

31.7%

Long Beach
LA County
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Households by Income

Less than $25K
23. 7%

23.1 %

$25K to $50K

$50K to $100K

$100K to $150K

$150K or more
12.2%

13.4%

10

22.7%

22.20/0

28.0%
28.0%

20.20/0
19.5%

• Long Beac
LA County
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Average Budget Expenditures

A verag e
household

expenditures:
$ 69,484

Entertainment
4 .50/0

Health Care
5.9%

Pensions/Social
Secur ity

9 .7%

All Other
16.3%

Food
12.1%

Transportation
13.9%
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Individual Poverty

Income below the
poverty level

Up to 150% of pove rty
leve

Up to 200% of poverty
level

At least 200% of
poverty leve l

21.10/0

18.7%

11 .4%

11.80/0

10.4%

10.30/0

13

Ratio of income
to pover ty level

Long Beach
LA County

57.0%

59 .2%
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Firms and Employment by Size

0% 10% 20% 30lJo 40% 50% 60%

-- - - -i

1 to 4

5to 9

10 to 19

20 to 49

50 to 99

100 to 249

250 to 499
• Percent of fi rms

500 to 999
Percent of Jobs

1,000 or more
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Employment by Industry
o 5,000 10,000 15, 000 20, 000 25,000

Educat ion I Health
Prof I Business

Government
eisure I Hospitality

Retail Trade
Trans I Warehousing

Manufactur ing
Financial Act ivit ies

Other Services
Wholesale Trade

Construction
Informat ion

Natura l Resources

4 .3%
4.0%

_ 3.3%

2.80/0
1 .2%

0 .50/0

16

7.1%
6. 5%

9. 0%

117.1%)
I

15.9(i)/0
I

14. 6% I
I

13.6% I
I
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Where LB Workers Live

Other
13.8%

Orange
County
18 .5%

Other LA
County
30.7%

City of LA
11 .2%
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Where LB Residents Work

Outside LA
County
29 .20/0

Other LA
County
33.3%

18

City of LA
14.5%
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Cumulative Impacts of MW Increase

2017 2020

Proposed Wage Rate

# of Job Holders Impacted

0/0 of Job Holders Impacted

Ave Annual ~ in Earninas

Total Aggregate ~ in Wage Bill
($ mittions)

20

$12 @OO $1 5.00

32,920 45,750

18.50/0 25 @4%

$ 940 $ 5,160

$ 30.9 $ 236.1
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Best Case

~ 33,000 workers will earn an average
of $940 per year more by 201 7

~ 45,700 workers will earn an average
of $5,160 per year more by 2020
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Impacts on Workers

~ Some will earn more - and spend more

~ They may work harder and be happier

~ More people may join the labor market

~ Some may be pushed out of work or
have to work informally
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Increase in Business Costs

~ Aggregate wage bill for $12.00 per
hour would be $30.9 million

Aggregate wage bill for $15.00 per
hour would be $236.1 million

~ Does not include other wage-related
costs, such as workers' comp

..
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Employers Will Adjust

~ Pass cost increases to their customers

~ Increase the productivity of labor
• Hire better-skilled employees
• Increase automation

~ Reduce costs

~ Absorb costs through reduced profits

..
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Worst Case

~ 14,000 workers at risk of losing hours,
jobs or being substituted at $12

~ 20,700 workers at risk of losing hours,
jobs or being substituted at $15
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Survey of LB Businesses

~ Goal: to gauge prospective reactions

~ 600 completed survevs

~ Segmented by firm size

~ Segmented by geographic region

~ There are a lot of "undecided"
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Minimum Wage Workers?

~ 40% of respondents have minimum wage
worKers (5 1% if results are weig hted by firm
size)

~ Most MW workers are fu ll t ime,
permanent and adults
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Reduction of Employment?

~ 67% of respondents w ill NOT reduce
the ir MW workers (66% weig hted)

~ 76% of respondents w ill NOT reduce
hours of their MW workers ( 77% weighted)

~ 78% of respondents wi ll NOT invest in
automat ion (79% weighted)
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Relocation or Closure?

~ 800/0of respondents will NOT relocate
their business (83% weighted)

~ 100% of respondents will NOT close
their business (100% weig hted)

~ 89% of respondents do NOT expect
profits to increase (92% weighted)
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Price Increases?

~ 70% of respondents will raise their
prices ( 76% weig hted)

78°~ of respondents believe thei r MW
workers will be happier and more
productive (90% weighted)

~ 49% of respondents will add duties to
current workers (53% weighted)
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In the Aggregate....

Some workers will be paid more

~ Some businesses will face higher costs

~ There is no definitive evidence
supporting the balance of effects

,.
32 INSTITUTE FOR APPLIED ECONOMICS



Final Thoughts....

~ Likely that the least skilled workers will
be most negatively impacted

~ Long term trend towards automation and
efficiency

~ Regional dynamics will playa role in the
markets for both labor and products
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Open Forums

~ Three open forums before release
• Approximately 50 speakers

~ Three after release
• Approximately 80 speakers

~ Several individuals spoke at multiple
forums

~ General themes were consistent
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Employees and Workers....

~ Personal stories of hardship

~ Misclassification, wage theft issues

~ Raising wages irnpact local spending

~ Student and/or nonprofit exemptions

~ "Long Beach Way"
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Employers and Business Owners....

~ Small businesses have thin profit margins

~ Nonprofits and reimbursements

~ Price increases and reduced employment

~ Restaurant owners and tipped employees

~ "Level the playing field"
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Thank you!

For more information:

www.LAEDC.org/IAE
IAE@LAEDC.org
(213) 236-4840
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