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A $15 Minimum Wage for
New York’s Fast-Food Workers

New York Would Raise Pay to $15 for Fast-Food Workers at Multi-Store
Chains

o The wage increase announced by the New York State Department of Labor wage
board will raise the minimum wage to $15 by 2018 for fast-food workers
employed at chains in New York City that operate 30 or more stores, and to $15
by July 1, 2021 for chains in the rest of the state.

e Approximately 136,000 fast-food workers statewide would receive raises.!
Fast-food restaurant workers’ median wage was $9.03 per hour in 2014.2

o Those affected work for franchised chains like McDonald’s and Burger King, and
non-franchised chains like Chipotle. In addition to limited-service fast-food
restaurants, snack and beverage establishments like Starbucks and Dunkin’
Donuts are covered.

e Contrary to popular perceptions, New York’s fast-food workers are not
primarily teenagers. Seventy-two percent are adults age 22 or older. Nearly
two out of every five are 35 and older. Moreover, almost half (47 percent) have
attended college and 20 percent have a bachelor’s degree or higher.3

e  While the minimum wage will apply statewide, most of New York’s fast-food
businesses are downstate. More than 60 percent are located in New York City or
Long Island.*

e In New York, 62 percent of fast-food restaurant workers are employed at
restaurants that are part of franchise networks that will be covered by the new
minimum wage.>

e Workers at franchised fast-food restaurants in New York earn 8 percent less a
year, on average, than workers in the industry as a whole—a surprising statistic
that indicates that the larger operators have not been doing their part and
should appropriately be asked to pay a higher minimum wage.¢
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The industry’s low wages in New York have resulted in the state ranking first in
public assistance spending per fast-food worker nationally, at $6,800, at a cost to
taxpayers of $700 million annually in 2011 dollars.”

The Announcement Marks the Expansion of the $15 Wage Movement to
the State Level

More than two years ago, fast-food workers launched a movement demanding a

national living wage of $15 per hour. In the months since, workers from
industries across the economy have joined their demands, calling for a raise to
$15 for the 42 percent of the U.S. workforce that earns less.8

e Over the past 18 months, five U.S. cities, including Seattle, San Francisco, and Los
Angeles, have approved minimum wages of $15 per hour. This week, with the
New York fast-food announcement and a similar wage increase for home care
workers announced in Massachusetts,® $15 wages are jumping to the state level
for the first time. See Table 1.

e Over the next 18 months, several states and more than a dozen cities will
consider similar proposals—including states such as California, where voters
may be asked whether to adopt the first statewide $15 minimum wage, if a
recently filed ballot initiative qualifies for the November 2016 election.10

Table 1: $15 Minimum Wages in the U.S.

City or State Wage & Phase-In Year Year Impact: Workers
Approved / Workforce %

New York State - Fast Food $15.00 (2018 in NYC, July | 2015 136,000

1,2021 inrest of NY))
Massachusetts - Home Care $15.00 (2018) 2015 35,000
Los Angeles (CA) $15.00 (2020) 2015 609,000 / 41%
San Francisco (CA) $15.00 (2018) 2014 142,000 / 23%
Seattle (WA) $15.00 (2017-2021) 2014 102,000 / 23%
SeaTac (WA) $15.00 (2014) 2013
Emeryville (CA) $16.00 (2019) 2015
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New York’s Fast-Food Industry Is Enjoying Strong Growth and Profits and
Can Manageably Transition to a $15 Wage

e Fast-food jobs and sales have been growing rapidly nationally—and even faster
in New York. From 2007 through 2014, fast-food jobs in New York grew 3.9
percent each year, compared to 1.8 percent nationally, according to the Fiscal
Policy Institute (FPI). And per-employee fast-food sales in New York are 15
percent higher than nationally, according to FPL.11

e New York’s biggest fast-food chains have seen a 14.5 percent increase in real
profits since 2010, while real wages for their workers have declined 3.6 percent
over the same period.12

e Economic modeling by FPI, based on research by University of Massachusetts
economists, provides a road map for how New York’s fast-food industry can
transition to a $15 minimum wage. The FPI/UMass modeling indicates that
raising wages to $15 for a typical New York fast-food firm would, over several
years, result in increased costs totaling less than 12 percent of current sales.
That relatively modest figure could readily be covered through a combination of
small price increases, cost savings from the significantly reduced staff turnover
that higher wages generate, modest productivity growth, and a portion of the
sales growth projected for coming years.13

e Analysis by University of California economist Michael Reich, one of the nation’s
leading authorities on the economics of the minimum wage, reaches a similar
conclusion. Drawing on analysis he conducted under contract with the City of
Los Angeles, which evaluated and then adopted a $15 minimum wage, he finds
that a combination of reduced employee turnover costs and minimal price
increases for consumers could feasibly cover the higher costs of a $15 fast food
wage in New York.

e Further evidence comes from the more than half-dozen places in the United
States that have already raised the minimum wage to approximately $15 or
more for workers in key low-wage industries. These range from Washington,
D.C.’s $16.73 minimum wage for security guards in large office buildings, to Los
Angeles’s $15.37 minimum wage for hotel workers, to Syracuse’s $15.78
minimum wage for restaurant, retail, and service workers at the Syracuse
airport. See Table 2.

o All of these policies are currently in effect for these targeted industries, and
every indication is that the industries have manageably transitioned to the
higher wages. The most recent example is Los Angeles’s hotel industry, where
the $15.37 minimum wage was phased in last year with no evidence of any
negative impact on the city’s strong hotel development market.14
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Table 2: Selected Examples of Existing $15 Wage Laws for Key Low-Wage Industries

City Year Current Minimum Wage | Industry Covered
Adopted (2015)
Washington (DC) | 2007 $16.73 ($12.71 + $4.02 in | Security guards in large
benefits or add’l wages buildings
Los Angeles (CA) | 2014 $15.37 Hotel workers!5
St. Louis (MO) 2002 $16.58 ($12.56 + $4.02 in | Restaurant, retail &
benefits or add’l wages) service workers at St.
Louis airport!6
San Jose (CA) 2008 $15.78 ($14.53 + $1.25in | Restaurant, retail &
benefits or add’l wages) service workers at San
Jose airport17
SeaTac (WA) 2013 $15 Hotel & parking lot
workers18
Syracuse (NY) 2012 $15.08 ($12.77 + $2.31in | Restaurant, retail &
benefits or add’l wages) service workers at

Syracuse airport??

The Restaurant Industry Has Thrived in Regions of the Country That Have
Raised Minimum Wages Significantly

e Further evidence that it is feasible for New York’s restaurant industry to adjust
to significantly higher minimum wages comes from the results on the ground—
as documented by the business press and rigorous academic studies—in cities
that have already raised wages substantially.

e In SanJose, The Wall Street Journal reported, “Fast-food hiring in the region
accelerated once the higher wage was in place. By early this year, the pace of
employment gains in the San Jose area beat the improvement in the entire state
of California.”20

e In San Francisco, a University of California study found, as reported by
Bloomberg Business, that after the city phased in what was at the time the
highest minimum wage in the nation, “[a]mong food-service workers, who are
more likely to be affected by minimum-wage laws, employment grew 17.7
percent in San Francisco, faster than either of the other [neighboring] Bay Area
counties.”21

e In SeaTac, Washington, The Puget Sound Business Journal reported that “none of
these dire warnings [of business closures or job cuts] have come to pass.” The
Washington Post reported that a major hotel that predicted it would have to lay
workers off instead decided to expand.22

e In Seattle, the number of food service businesses increased in the first month
after the higher minimum wage took effect, continuing its growth trend of
recent years.23
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