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Good afternoon. My name is Stephanie Luce. I am an associate professor at the Murphy
Institute here in New York at CUNY. I have been researching living wage ordinances for the
past 15 years, and have written three books on the subject, along with dozens of articles and
reports. I have worked with researchers and policymakers around the country and in a number of
other countries as well.

Part of my research has focused on the issue of implementation and enforcement.
Through that work I came to understand just how specific most living wage ordinances are. For
that reason, I came to the conclusion that the only way to study their actual impact was through
looking at the actual firms, workers, city contracts and economic development projects covered
by the ordinances. That is best done through surveys and analysis of contracts.

In the numerous surveys conducted, living wage researchers find over and over that the
ordinances have overall positive benefits. None of the “cry wolf” threats have come true. In
almost every case, employers claim they will leave a city or stop a contract, but we have yet to
find a case where this actually happened. Workers who received the living wage report
improvements in their household income and a reduction in poverty. Some workers are able to
quit a second or third job, buy a computer, or take classes. Some are able to pay off long-
standing debts.

Because the impacts of living wage ordinances are so targeted, I was critical of David
Neumark’s methodology that attempts to evaluate living wage impact using the Current
Population Survey. This is a very blunt tool for looking at living wage impact. In a 2005 article
for the journal Industrial Relations, Neumark and Adams attempt to address some of the
criticisms of their methodology, and use my own enforcement index in their own work. When
they adjust for some of the data problems, they conclude that they cannot make conclusions of
any statistical significance. They write:

Given the small number of living wage laws with which to try to distinguish
the effects of alternative features of these laws, the evidence is often
not very decisive statistically. In particular, we are unable to simultaneously
estimate the effects of the variety of potentially important features of living
wage laws that we have identified, and recognize that if they could do this,
our evidence would be stronger. And in the more limited specifications that
we do estimate, the estimates are sometimes imprecise. As a result, in our
opinion this research is better viewed as opening up a number of questions
about the influence of different features of living wage laws, and beginning
to try to shed some light on these questions, rather than as providing definitive
answers.
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Unfortunately, the current report commissioned by the EDC takes us backwards. Neumark uses
his old methodology and does not attempt to account for the critiques of his work that he
acknowledged in his 2005 paper. That means the EDC report is based on a methodology that
even Neumark admitted could be improved for a better understanding the actual impact of living
wage ordinances.

The EDC report has a number of other flaws. Even on its own terms, the study fails to
provide a full cost-benefit analysis of the impact of a living wage ordinance. For example, the
“Labor Market Impacts” section notes that the living wage will affect levels of government
programs such as EITC, Medicaid and SNAP. But nowhere in the paper do the authors estimate
the savings to governments from these programs. Without the living wage, the city of New York
subsidizes low-wage employers who then may encourage their employees to rely of government
programs provided through the state and federal government. The study fails a full economic
accounting of this cost shifting.

The Labor Market Impacts section also repeatedly suggests that a living wage ordinance
could result in job loss, loss of earnings, and an increase in extreme poverty. However, the New
York proposal refers to jobs not yet created. While the living wage bill might mean that certain
firms do not accept development money or move to the city, it cannot result in actual job loss, or
an increase in poverty, as the authors themselves assume any jobs created would go to people
currently unemployed. The jobs that would be covered by the living wage ordinance do not exist
yet.

The current living wage movement began in Baltimore in 1994. The city had used
economic development assistance to develop a downtown retail and restaurant area. A decade
later, workers there were still earning minimum wages and no benefits. Pastors in local churches
realized that some people coming into food pantries and shelters worked at city-subsidized
employers. The people of Baltimore asked: does it make sense to give away money to employers
that create poverty jobs? Can’t we spend our money in better ways?

The situation in New York is similar. The EDC says that employers have a choice about
where to locate. Our research shows that cities have a choice about what kind of development
they want.

Unfortunately, this study gives us an example of the flawed logic in the EDC study. The
city gave away $1 million dollars for a study with serious flaws. I have been working with cities
for over 15 years and no city has paid even 1/10th this much for an economic impact study. It
would have been fairly easy for the researchers to understand the living wage impact on workers
and their families by surveying workers covered by the living wage law right here in New York
City. The strategy of throwing away city money without applying standards did not work with
this study, and it doesn’t work for economic development.






































