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Good evening and thank you for the opportunity to testify today. NELP is a non-profit, non-partisan
research and advocacy organization specializing in employment policy. We are based in New York
with offices across the country, and we partner with federal, state, and local lawmakers on a wide
range of workforce issues.

Across the country, our staff are recognized as policy experts in areas such as unemployment
insurance, wage and hour enforcement, and, as is relevant for today’s hearing, the minimum wage
and minimum wage preemption. We have worked with dozens of city councils and state
legislatures across the country and with the U.S. Congress on measures to boost pay for low-wage
workers. NELP has worked with most of the cities in the United States that have adopted higher
city minimum wages in recent years and is familiar with their economic experiences. NELP has also
developed expertise on the topic of preemption as it applies to local minimum wage laws. Most
recently, NELP submitted amicus curiae briefs to the Missouri Supreme Court! and the Kentucky
Supreme Court? addressing the question of whether local minimum wage laws passed in those
states were preempted by state law.

NELP testifies today in opposition to HF295, which seeks to prohibit, or preempt, counties and
municipalities in the State of [owa from enacting local laws regulating certain employment matters,
including minimum wages.

Local minimum wage laws play a key role in ensuring that a worker can afford the basics in cities or
counties where the cost of living is higher than in other parts of the state. Higher cost of living
communities across the country have been successfully using higher local minimum wages to
provide greater protection for low-paid workers than their states’ inadequate minimum wage rates.

Local minimum wages also provide a safety valve allowing action to raise the minimum wage when
gridlock prevents the state legislature or Congress from raising it.

While proponents of minimum wage preemption often claim that their main concern is to avoid a
“patchwork” of wage levels within a state, which businesses argue will make it difficult for
employers in higher wage communities to compete, these concerns are not supported by the
economic evidence. The most rigorous modern research on the impact of raising the minimum
wage shows that this policy boosts worker earnings with little adverse impact on employment
levels. And research on higher local minimum wages shows that they do not slow job growth in, or
drive businesses out of higher wage communities.

The benefits of higher wages for low-wage workers and their families have been very significant.
They have raised wages in the face of broader economic trends that have led to stagnant and falling
paychecks across the bottom of our economy. They have reduced economic hardship, lifting
workers out of poverty. And they have improved other life outcomes.

Rather than protecting against a lack of uniformity, efforts to ban higher local minimum wages are,
in reality, driven primarily by corporate interests, such as the Koch Brothers-funded American
Legislative Exchange Council (ALEC), which fight any action to raise minimum wages or adopt other
protections for struggling workers. Legislators who support an economy that works for all should
oppose preemption of local minimum wage laws.



Across Iowa and the Nation, More and More Cities and Counties Are Successfully Using
Higher Local Minimum Wages to Help Local Workers and Families

With job growth skewed towards low-paying jobs, over the past decade, there has been growing
national momentum for action to raise the minimum wage. This has included not just action at the
state level, but increasingly at the local level.

In 2003, only two U.S. cities, Santa Fe, New Mexico, and San Francisco, had local minimum wage
laws higher than their respective state minimum wage rates. Today, more than forty cities and
counties in states such as California, New Mexico, Arizona, and Maryland have adopted local
minimum wage laws to help workers better afford the basics.3

In lowa, this includes Johnson, Linn, Polk and Wapello counties, which have passed increases
scheduled to reach between $10.10 and $10.75 by 2019.4

Recognizing the important role that both cities and states play in raising the minimum wage,
President Obama appointed former Kentucky Lieutenant Governor and Louisville Mayor Jerry
Abramson to help work with more cities to raise the minimum wage.s

Local minimum wage laws—which generally impact just a few high-cost communities in a
particular state—have proven effective and manageable for businesses. As discussed below, the
most rigorous research shows that higher minimum wages raise worker incomes without reducing
employment.

Local Power to Raise the Minimum Wage Is Important for Higher-Cost-of-Living
Communities

One key function that local minimum wages play is to allow higher-cost-of-living communities in a
state to adopt wages that better match their higher housing and living costs. A U.S. Bureau of Labor
Statistics analysis found that urban households in 2011 spent 18 percent more than rural
households, and higher housing costs by urban consumers “accounted for about two-thirds of the
difference in overall spending between urban and rural households.”¢

The local minimum wage ordinances in effect cover 1/3 of the private sector workforce of lowa.”

County boards passed these ordinances in order help their citizens better meet housing, food and
other basic costs. The legislature should not take away these raises, nor prevent future raises on

the local level, that are a valid and well considered exercise of local government to respond to the
needs of their residents.

Local Power to Raise the Minimum Wage Provides a Means to Raise Wages when Political
Gridlock Prevents State Action

Local power to enact minimum wage laws also provides a means of raising wages when political
gridlock prevents the state from acting—for example, when a governor blocks action to raise
wages, or when one or both houses of the legislature will not take action to raise the minimum
wage. Across the country, many states that have raised the minimum wage, such as New Mexico,
[llinois, and Minnesota,® now have legislative majorities or governors who are blocking any action



to raise the state minimum wage.® Local minimum wages in those states provide a crucial
alternative means of raising pay.

In addition, legislatures that raise the statewide minimum wage are sometimes urged to ban local
minimum wages in the process, with opponents arguing that they are unnecessary. Or, sometimes,
opponents of raising the minimum wage offer to allow a one-time statewide increase if minimum
wage supporters agree to ban local minimum wages in the future. Legislators should reject such
shortsighted deals that handcuff localities from supplementing state laws in the future.

Responding to Pressure from Corporate Interests, More State Legislatures Are Attempting to
Prohibit Cities from Enacting Wage Laws

As of January 31, 2017, 21 states have passed laws that preempt cities from passing their own local
minimum wage laws.10 See Figure 1 for a map of states that have passed minimum wage
preemption laws. The Missouri and Florida legislatures have also attempted to enact statewide
minimum wage preemption bills, but the validity of those laws is currently being challenged in
court,!! with the Missouri Supreme Court issuing a decision just last week upholding the validity of
a City of St. Louis minimum wage lwa. Most state preemption laws have been passed in recent
years as a response to successful local campaigns to raise the minimum wage.12 In 2016, for
example, the State of Alabama passed a preemption bill after the City of Birmingham passed a local
minimum wage law.13 The effect was not only to block future local minimum wages, but to
invalidate Birmingham’s higher minimum wage law.

Thus, most minimum wage preemption laws have been pushed and adopted in recent years!4 in
response to pressure from corporate interests, which generally opposes minimum wage increases.
In other words, the real motivation behind recent state preemption bills is not uniformity, but
rather a desire to limit the ability of local elected officials to raise pay. Taking away local control
over wages has become a major priority for ALEC, a corporate-backed organization with extensive
lobbying resources and influence in our state legislatures. As a Slate article explained, “[flJounded in
1973, [ALEC] has paired lawmakers with businesses and special interests ranging from Google to
the AARP to Exxon Mobil” to produce “hundreds of ‘model policies’ that have made their way into
state codes.”?> ALEC has successfully preempted local laws on a growing list of important issues
like guns, tobacco, wages, the banning of plastic bags, fracking, and pesticides.16 ALEC has drafted
“model” preemption bills to prohibit local minimum wage laws since at least 2002.17 Preempting
local minimum wages was a priority agenda item for ALEC in 2016,18 and the rapidly growing list of
states introducing preemption bills in 2017 indicates that minimum wage preemption continues to
be a top priority for big business.1?

While proponents of preemption claim they are concerned about having a “patchwork” of wage
levels across the state, in reality businesses are accustomed to dealing with varying rules across
cities and counties. Cities in most of the country have extensive “home rule” powers allowing them
to legislate over a wide range of areas in order to adequately respond to local needs. Businesses
have adapted to varying rules concerning traffic, business licenses, construction, zoning, and many
other local laws. Local minimum wages are no different.



Figure 1: States That Have Adopted Minimum Wage Preemption Laws
(as of January 31, 2017)
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The Most Rigorous Research Shows That Higher Minimum Wages Raise Worker Incomes
without Adverse Employment Effects

The most rigorous research over the past 20 years—examining scores of state and local minimum
wage increases across the U.S.—demonstrates that these increases have raised workers’ incomes
without significant impact on employment. This substantial weight of scholarly evidence reflects a
significant shift in the views of the economics profession, away from a former view that higher
minimum wages cost jobs. As Bloomberg News summarized in 2012:

[A] wave of new economic research is disproving those arguments
about job losses and youth employment. Previous studies tended not
to control for regional economic trends that were already affecting
employment levels, such as a manufacturing-dependent state that
was shedding jobs. The new research looks at micro-level
employment patterns for a more accurate employment picture. The
studies find minimum-wage increases even provide an economic
boost, albeit a small one, as strapped workers immediately spend
their raises.20



The most sophisticated of the new wave of minimum wage studies, “Minimum Wage Effects Across
State Borders,” was published in 2010 by Arindrajit Dube, T. William Lester and Michael Reich -
economists at the Universities of Massachusetts, North Carolina and California, respectively - in the
prestigious journal, Review of Economics and Statistics.2! That study carefully analyzed minimum
wage impacts across state borders by comparing employment patterns in more than 250 pairs of
neighboring counties in the U.S. that had different minimum wage rates between 1990 and 2006.
The study’s innovative approach of comparing neighboring counties on either side of a state line is
generally recognized as especially effective at isolating the true impact of minimum wage
differences, since neighboring counties otherwise tend to have very similar economic conditions,
and the study has been lauded as state-of-the-art by the nation’s top labor economists, such as
Harvard’s Lawrence Katz, MIT’s David Autor, and MIT’s Michael Greenstone. (By contrast, studies
often cited by the opponents of raising the minimum wage that compare one state to another—and
especially those comparing states in different regions of the U.S.—cannot as effectively isolate the
impact of the minimum wage, because different states face different economic conditions, of which
varying minimum wage rates is but one).

Consistent with a long line of similar research, the Dube, Lester, and Reich study found no
difference in job growth rates in the data from the 250 pairs of neighboring counties—such as
Washington State’s Spokane County compared with Idaho’s Kootenai County where the minimum
wage was substantially lower—and found no evidence that higher minimum wages harmed states’
competitiveness by pushing businesses across the state line.22

However, it is not simply individual state-of-the-art studies, but the whole body of the most
rigorous modern research on the minimum wage that now indicates that higher minimum wages
have had little impact on employment levels. This is most clearly demonstrated by several recent
“meta-studies” surveying research in the field. For example, a meta-study of 64 studies of the
impact of minimum wage increases published in the British Journal of Industrial Relations in 2009
shows that the bulk of the studies find close to no impact on employment.23 This is vividly
illustrated by a graph from the meta-study showing the results clustered around zero:

Figure 2: Funnel Graph of Estimated Minimum Wage Effects
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Another recent meta-study of the minimum wage literature by Paul Wolfson and Dale Belman
demonstrates similar results.2+



Similarly, the White House Council of Economic Advisors released a new study in December 2016 of
all U.S. minimum wage increases since the recession. Like the lion’s share of recent rigorous
research on the minimum wage, it found that these increases delivered significant raises with little
negative effect on job growth.2s

The Evidence from Cities, in Particular, That Have Adopted Significantly Higher Local
Minimum Wages Similarly Shows That They Have Not Cost Jobs and That Implementation
Has Proven Manageable for Employers

The experiences of cities with higher local minimum wages—and the most rigorous economic
research on the impact of city wage laws—have shown that they have raised wages broadly without
slowing job growth or hurting local employers.

The two U.S. cities that have had higher local minimum wages for the longest period are San
Francisco, California, and Santa Fe, New Mexico. Both adopted significantly higher local minimum
wages in 2003 and the impact of the minimum wages has been the subject of sophisticated
economic impact studies.

In San Francisco, a 2007 study by University of California researchers gathered employment and
hours data from restaurants in San Francisco as well as from surrounding counties that were not
covered by the higher minimum wage and found that the higher wage had not led San Francisco
employers to reduce either their employment levels or employee hours worked. 26 A follow-up
2014 study examined the combined impact on San Francisco employers of the city’s minimum wage
ordinance and of other city compensation mandates that cumulatively raised employment costs 80
percent above the level of the federal minimum wage. The study again found no adverse effect on
employment levels or hours, and found that food service jobs—the sector most heavily affected—
actually grew about 17 percent faster in San Francisco than in surrounding counties during that
period.2”

In Santa Fe, a similar 2006 study conducted after the city raised its minimum wage 65 percent
above the state rate compared job growth in Santa Fe with that in Albuquerque (which at that time
did not have a higher city minimum wage). It determined that “[o]verall, ... the living wage had no
discernible impact on employment per firm, and that Santa Fe actually did better than Albuquerque
in terms of employment changes.”28

A 2011 study of higher minimum wages in San Francisco, Santa Fe, and Washington, D.C., compared
employment impacts to control groups in surrounding suburbs and cities. It similarly found that
“[t]he results for fast food, food services, retail, and low-wage establishments ... support the view
that citywide minimum wages can raise the earnings of low-wage workers, without a discernible
impact on their employment. . .."29

In addition, the actual experiences of cities that have recently raised the minimum wage have
shown that such increases have been manageable. For example, in San Jose, California, business
groups made dire predictions before voters in 2012 approved raising the city’s minimum wage. But
the actual results did not bear out those fears. As the Wall Street Journal reported, “[f]ast-food
hiring in the region accelerated once the higher wage was in place. By early [2014], the pace of
employment gains in the San Jose area beat the improvement in the entire state of California.”30

USA Today similarly found, “[i]nterviews with San Jose workers, businesses and industry officials



show [the city minimum wage] has improved the lives of affected employees while imposing
minimal costs on employers.”31

The same pattern of dire predictions followed by manageable real world implementation was
repeated when SeaTac, Washington, phased in its $15 minimum wage—the nation’s first at that
level. As The Seattle Times reported, “[f]or all the political uproar it caused, SeaTac’s closely
watched experiment with a $15 minimum wage has not created a large chain reaction of lost jobs
and higher prices ....”32 The Washington Post similarly reported that “[t]hose who opposed the $15
wage in SeaTac and Seattle admit that there has been no calamity so far,” and highlighted how even
though Seattle restauranteur, Tom Douglas, stated in April 2014 that a $15 wage could “be the
most serious threat to our ability to compete’” and that he “would lose maybe a quarter of the
restaurants in town,”” as of September 2014, he had opened, or announced, five new restaurants
that year.33

In Seattle, while many business owners supported the increase, other business owners predicted that
increasing the city’s minimum wage to $15 would lead to dramatic job losses for restaurants and
strain on small businesses. An article by the Puget Sound Business Journal reported in October 2015
that the restaurant business in Seattle is, in fact, booming.3* More recent reports confirm that neither
the city’s economy nor the restaurant industry has suffered.3> A few months after Seattle began
phasing in its minimum wage, the region’s unemployment rate hit an eight-year low of 3.6 percent,
significantly lower than the state unemployment rate of 5.3 percent.3¢ As of October 2016, the
number of food services and beverage industry business licenses issued in Seattle had increased by
9 percent since the minimum wage law went into effect.3?

Higher Wages from Minimum Wage Increases Have Very Significant Beneficial Effects for
Low-Income Individuals and Households

The higher incomes that result from minimum wage increases have very direct and tangible
impacts on the lives of affected working households. Significant increases in minimum wages have
proven an effective strategy for addressing declining wages and opportunity for low-wage workers
by raising pay broadly across the bottom of the city economy. For example, over the decade that
San Francisco’s strong minimum wage has been in effect, it has raised pay by more than $1.2 billion
for more than 55,000 workers, and it has permanently raised citywide pay rates for the bottom 10
percent of the labor force.38 The widely recognized success of San Francisco’s minimum wage led
Mayor Ed Lee to broker an agreement with business and labor to place an increase to $15 on the
November 2014 ballot, which the voters overwhelmingly approved.

The higher pay resulting from minimum wage increases translates to a range of other important
improvements in the lives of struggling low-paid workers and their families. For workers with the
very lowest incomes, studies show that minimum wage increases can lift workers and their families
out of poverty.3? Similarly, higher incomes for low-wage workers and their households translate to
improved educational attainment and health. For example, a recent study by the National Institutes
of Health determined that “[a]n additional $4000 per year for the poorest households increases
educational attainment by one year at age 21.”40 Another study found that raising California’s
minimum wage to $13 per hour by 2017 “would significantly benefit health and well-being.”4! It
stated that “Californians would experience fewer chronic diseases and disabilities; less hunger,
smoking and obesity; and lower rates of depression and bipolar illness.”42 Moreover, “[i]n the long
run, raising the minimum wage would prevent the premature deaths of hundreds of lower-income
Californians each year.”#3 Yet another study found that high dropout rates among low-income
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children can be linked to parents’ low-wage jobs and that youth in low-income families have a
greater likelihood of experiencing health problems.44

Conclusion

Based on the foregoing testimony, this committee should reject HF295 and therefore preserve the
power of lowa cities and counties to enact local minimum wage regulations. With 42 percent of
workers in the United States earning less than $15 per hour4s and workers in high-cost cities and
counties facing especially difficult economic challenges due to a higher cost of living, localities must
be able to respond to the unique needs of workers who cannot survive on the federal or state
minimum wage.

For more information, please contact NELP General Counsel Paul Sonn at psonh@nelp.org. For more
about NELP, visit www.nelp.org or www.raisetheminimumwage.org.
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