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Introduction


On June 27, 2013, the Committee on Civil Service and Labor, chaired by Council Member Michael Nelson, will hold a hearing entitled “Oversight: Wage theft in the fast food industry. Are vulnerable New York City workers at risk?” Invited to testify are numerous good government groups, fast food restaurant owners, trade organizations, advocates and other interested parties. 
Background
According to the 2012 Quick Service Restaurants ranking of fast food restaurants, McDonald’s, Subway, Starbucks, Wendy’s, Burger King, Taco Bell, Dunkin’ Donuts, Pizza Hut, KFC and Chick-Fil-A are the nation’s top earners.
 In 2008, an article in the American Journal of Public Health noted that in New York City there were over 1,625 fast food restaurants.
 According to New York Communities for Change, there are over 50,000 fast food workers in New York City.
 Many of these fast food workers are adults in full time positions seeking to support their families with the wages earned from their fast food jobs. In New York, the employment growth rate in the fast food restaurant industry has outpaced that of the overall private sector. The New York State Department of Labor projects that by 2018, there will be an 8.2 percent growth rate in the food-service industry, which includes fast food restaurants, compared to a 3.8 percent overall employment growth rate.
 Since 1999, the employment rate for fast food restaurants has grown by 55 percent, a rate 19 times larger than the city’s private sector employment rate which was 3 percent over all.
 
Wage Theft 
The Wage Theft Prevention Act (“WTPA”) took effect in New York State on April 8, 2011.
 The WTPA requires employers to give written notice to all new employees as it pertains to rate of pay, hours of work, payday, legal name of the corporation and the location of corporation.
 Notice must be given in English and in the employees’ primary language.
 The WTPA includes provisions for the protection of those that report corporations that fail to comply and increased the penalties for wage theft.
  

The practice of withholding wages for work rendered or wage theft, includes, being required to perform work related tasks when not clocked in, not being paid on time, not being paid over-time, being paid less than the legally mandated minimum wage, receiving a check with illusive deductions or missing hours, or being required to work will on a break.
 A 2013 survey of fast food workers in New York City revealed that 84 percent of respondents claimed that their employer committed a least one form of wage theft.
  An alarming 45 percent responded that their employer committed at three types of wage theft.
 
In 2012, two McDonald’s restaurants in the Bronx settled a lawsuit which claimed that workers were paid by two corporations in order to skirt overtime laws which would have required that any time above 40 hours a week be paid at time-a-half rate of pay.
  The lawsuit was settled for $106,500.
 An earlier investigation by the United States Department of Labor revealed that another McDonald’s franchise had required their workers to start work prior to clocking in. As a result of the investigation, over $61,000 in back owed wages was paid to nearly 400 workers.
 Wage theft further exasperates the harsh reality of low wage jobs.
 A recent survey conducted by Fast Food Forward, a group that seeks to highlight the wage related issues of the fast food restaurant workers, found that the average annual salary for a fast food worker in New York City is $11,000.
 These fast food workers are already earning wages that place them below the federal poverty guidelines.
 
Social Costs of Low Wage Jobs 

According to a collaborative report released in 2005 entitled “Behind the Kitchen Door: Pervasive Inequality in New York City’s Thriving Restaurant Industry,” commissioned by the Restaurant Opportunities Center of New York with research support of the Community Development Project of the Urban Justice Center, the Brennan Center for Justice at New York University Law School and the Community Service Society, there are social costs to low wage jobs.
 According to the report, low wage workers in the food industry lack job security which leads to an increased reliance on unemployment insurance and social assistance programs such as welfare, housing subsidies and child care subsidies.
 These programs are administered by local, state and federal governments but funded by tax payer dollars.  

In 2004, the University of California, Berkeley Center for Labor Research and Education released a study estimating that California taxpayers pay $10 billion annually in hidden costs associated with wages that perpetuate poverty earned by 2 million families.
 The study found that in California, the majority of public assistance (over 25 percent or $5.7 billion) that went to working families was received by families whose workers were earning less than $8 per hour.
  The study further asserted that by creating conditions that essentially force workers to rely on and participate in social programs rather than providing essential benefits, fast food restaurants are, in effect, receiving an indirect public subsidy while placing profits over the livelihood of their workforce.
 

Conclusion
The parent corporations that own or franchise many of the fast food restaurants which employ these workers continue to see revenue growth and in some cases are opening more locations in New York City.

 When fast food restaurants fail to pay their workers all the wages due to them, it diminishes a worker’s ability to support their families and increases their reliance on public benefit programs.
 At the hearing, the Committee intends to listen to the testimony presented by workers, fast food restaurant owners and their representatives. The Committee also hopes to examine the practices of fast food restaurants as it pertains to wages and to understand the impact these practices have on workers, their families and public safety net programs.  
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