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TITLE:
To amend the administrative code of the City of New York in order to ensure that low-wage workers employed by firms receiving certain service contracts or economic development benefits from the City of New York are paid a living wage and are provided health benefits.
Introduction

Today, the Committee on Governmental Operations and the Committee on Contracts jointly hold this first hearing on Introductory Bill Number (“Int. No.”) 66-A, known as the “Living Wage Bill,” a full copy of which is attached to this report.  This is a far-reaching bill, having historical ramifications for the City of New York.  Int. No. 66-A is designed with the belief that a City living wage law should both raise wages for the working poor as well as promote a proud work ethic.  In this way, Int. No. 66-A is written to be mutually beneficial to both employees and employers, which, in turn, should yield benefits for the economic and social welfare of the City of New York.  The Committees, through its hearings, will solicit testimony to ascertain whether Int. No. 66-A is drafted to accomplish these goals.

Today is the first in a series of hearings that the Committees will conduct on Int. No. 66-A.  The Committees will hear testimony from those who are the economic and political force behind the bill, from those who will be charged with implementing it, and from those who will be directly affected by it.

Background and Intent of Int. No. 66-A

Individuals who work full-time should not be living in poverty.  Yet, the so-called working poor abound in this nation and, particularly so, in New York City.  To help bring individuals and families out of poverty, other localities across the nation have implemented various kinds of living wage bills, some of which have served as a model for Int. No. 66-A.


At least 81 other cities and counties have implemented living wage laws.
  While opponents argue that living wage laws could cost jobs and run companies out of business, preliminary research data shows that these laws, so far, are successful in bringing working people out of poverty accompanied by only a small decrease in low-wage jobs.

Just recently, Suffolk County, Long Island, enacted a living wage law, which was supported by a coalition of unions, religious groups and ordinary citizens who believed such a law promotes a social policy that favors work and productivity.
  The Suffolk County Legislature was prompted to pass this legislation after finding that a significant number of their residents were working long hours for a wage that did not even afford them a minimal standard of living.  This, in turn, led many low-wage employees to drop out of the workforce since they were unmotivated to work so hard for so little.


The City awards billions of dollars in contracts each year.  The City also expends substantial resources to provide grants, loans, tax incentives and other forms of assistance to businesses for the purpose of retaining or creating employment opportunities for City residents.  Reportedly, many of those employed by City contractors and subsidy recipients are being paid poverty wages with no health care benefits.  Such a situation not only creates a social injustice, but is economically debilitating for the City by engendering increased homelessness, increased dependency on public assistance programs, high employee turnover, decreased employee productivity, and decreased consumer spending.

Essentially, Int. No. 66-A aims to remedy this situation by requiring employers who hire workers under a City contract or subsidy to pay a living wage.  The proposed law is intended to reach a large number of employees currently making less than ten dollars per hour.

Analysis of Int. No. 66-A


Int. No. 66-A repeals and replaces the City’s current prevailing wage law, Chapter 109 of Title 6 of the City’s Administrative Code.  See  Int. No. 66-A, § 2.  The City’s prevailing wage law covers only a small section of low-wage workers in the janitorial, security, office temporary and food services sectors.  See N.Y.C. Admin. Code § 6-109.  Int. No. 66-A, by contrast, is designed to reach a far greater number of low-wage workers.


Definition of Living Wage:

The Living Wage is defined over a several-year period to be, by July 1, 2006, no less than $10.00 per hour plus health care benefits, or $11.50 per hour without health care benefits.  See proposed N.Y.C. Admin. Code § 6-109(b)(2),(3).  These rates will be indexed to inflation.


Covered Employers and Employees:

The bill covers many New Yorkers who earn less than the living wage by requiring employers who have some link to City government, primarily through a City contract, economic assistance, or real estate lease, to pay the living wage plus health benefits.  Essentially, Int. No. 66-A stands for the principle that the City should not do business with employers who pay their employees less than a living wage.  The bill does not, however, cover all employees working under a City contract or subsidy, because it cannot financially afford to do so at this time.  Rather, in light of the City’s budget deficit, the bill has been tailored to target those programs, sectors, and categories of employers where wages can be raised at relatively little cost to the City budget, and without imposing unreasonable burdens on private employers.  Furthermore, the Committees believe it to be more prudent public policy to ascertain the effects of a smaller scale living wage bill before deciding to implement it full scale.

In addition, by covering employers receiving substantial subsidies, the bill aims to “strategically target the City’s limited subsidy resources exclusively towards firms that offer to create living wage jobs for New Yorkers.”
  In other words, employers may choose to pay workers poverty wages, but they may not then seek substantial City subsidies.

The following is a breakdown of those employers and employees who are covered under Int. No. 66-A:

· City service contractors or subcontractors that provide (1) Medicaid homecare services; (2) center-based day care; (3) Head Start Program services; or (4) services to persons with cerebral palsy, must pay a living wage to those employees who are working under the city contract.  See proposed N.Y.C. Admin. Code § 6-109[b](1)(a).

· City service contractors or subcontractors that provide: (1) building services, including janitorial and security; (2) food services; and (3) temporary services, must pay the living or prevailing wage, whichever is greater.  See proposed § 6-109[b](1)(b).

· Entities that lease at least 20,000 square feet to the City (called “city lessors”) or a building services contractor in such a city-leased building, must pay those performing building services the living wage or the prevailing wage, whichever is greater.  See proposed § 6-109[b](1)(c).

· A recipient of City economic assistance equal to at least five hundred thousand dollars or ten million dollars in tax-exempt bond financing, must pay its employees no less than the living wage, and, for employees performing building or food services, must pay no less than the living or prevailing wage, whichever is greater.  See proposed § 6-109[b](1)(d).

· A major tenant that occupies at least 5000 square feet in a building that is constructed or renovated with City economic assistance, and that employs at least twenty persons, or a contractor providing services to such a major tenant or building receiving economic assistance, must pay its employees no less than the living wage, and, for employees performing building or food services, must pay no less than the living or prevailing wage, whichever is greater.  See proposed § 6-109[b](1)(d).

· A large business improvement district must pay all of its employees no less than the living wage and, for employees performing building services or food services, the living or prevailing wage, whichever is greater. .  See proposed § 6-109[b](1)(e).

· In addition to the living or prevailing wage, all covered employers must pay health benefits and, under certain circumstances, provide personal and sick time.  See proposed § 6-109[b](3).

· Both part-time and full-time employees are covered.  See proposed § 6-109[a](24).

· Employees not covered are those under age 18, in a government-sponsored training program, or disabled and eligible for a sub-minimum wage certificate.  See proposed § 6-109[b](5).

As can be gleaned by the above breakdown, Int. No. 66-A affects employees of both certain non-profit agencies (through its coverage of city service contractors in selected sectors), and for-profit businesses (through its coverage of large subsidy recipients).

In fact, the three largest sectors of employees that the bill affects are (1) home health care workers employed under the City’s Medicaid home attendant program (currently earn a wage of $7.69 per hour); (2) child care workers employed by city-contracted child care centers; and (3) employees of businesses receiving major subsidy packages from the City’s Economic Development Corporation.  However, it is important to note that virtually all employees in the covered child care centers and Head Start programs currently earn more than $9.60 per hour, and so the living wage law would have no actual impact in those sectors for several years.

The above breakdown also shows that the bill does not intend to cover employers receiving relatively small City subsidies.  Neither does it intend to cover small concessionaires or tenants of buildings that receive City subsidies.  This is in keeping with the bill’s intent to target only those larger entities that can afford to pay a living wage.  This also avoids bringing smaller businesses in economically disadvantaged neighborhoods under the bill’s rather extensive reporting and compliance requirements, which could prove too cumbersome for smaller entities to follow.


Reporting Requirements, Enforcement, and the Role of the Comptroller:


The City’s Comptroller is the official who would be charged with implementing the Living Wage Law, “including coordinating and ensuring effective compliance by all city-affiliated agencies, and providing covered employers and employees with the information and assistance necessary to ensure that this section is implemented in a thorough, fair, and efficient manner.”  Proposed § 6-109[d](1).  As the Comptroller is responsible for calculating and publishing the prevailing wage under the current law, so will he or she be responsible for setting the living wage.


The Comptroller will receive reporting by covered employers, which includes, among many other things, workforce information showing the number of covered employees, the number of new jobs created by the city contract or assistance award or lease, all categories of covered employees and their job classifications, wages and benefits provided, union status, and annual employee turn-over rates for covered employees.  See proposed § 6-109[c](2).


The Comptroller would also promulgate rules implementing the bill, if enacted into law.  See proposed § 6-109[d](1)(b).  Finally, the Comptroller would be responsible for investigating and enforcing the law. See proposed § 6-109[e].  In addition to the Comptroller’s authority for enforcing the law, affected employees and labor unions have a private right of action to sue for compliance.

The Costs Associated with Int. No. 66-A


The Council’s Finance Division is in the process of researching and investigating the cost of Int. No. 66-A to the City, and plans to release a statement regarding the fiscal impact in the near future.  In the meantime, the Committees have solicited testimony from various fiscal policy groups as well as the Mayor’s Office of Management and Budget, which will be considered in the preparation of the Council’s fiscal impact statement.


Preliminarily, however, we know that the bill would incur some increased administrative costs for its implementation by the Comptroller.  The City would also pay for just ten percent of the increase in wages for Medicaid home health care workers, the remaining costs being split between federal and state funds.  In addition, some of the costs of increased wages in the private sector may be passed on to the City in the form of higher lease payments and contract prices.  More definitive data on projected costs are to follow.

Effective Date


Int. No. 66-A shall take effect 30 days after enactment.
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� The bill about which the Committees are having today’s hearing is an amended version from that which was introduced at the Council’s Stated Meeting on March 13, 2002.


� See Eric Roston, “How Much is a Living Wage,” Time (Apr. 8, 2002).


� See David Neumark, Study of impact of living wage laws in 36 cities, Dep’t of Economics, Michigan State University, (discussed in Roston, Time).


� See Resolution No. 441 -2001, Adopting Local Law No. 2001, A Local Law to permanently establish Living Wage Policy for the County of Suffolk (adopted July 27, 2001 by 16-2 vote overriding the County Executive’s veto).


� Ibid.


� The living wage is proposed to be phased in as follows: 


Minimum hourly wage if employer provides health benefits:


Effective date of law 	$8.10


July 1, 2003		$8.60


July 1, 2004		$9.10


July 1, 2005		$9.60


July 1, 2006		$10.00


After July 1, 2007	increase indexed to inflation


If the employer does not provide health care benefits, then it must add at least $1.50 to the hourly rate.  Proposed N.Y.C. Admin. Code § 6-109(b)(2),(3).


� Paul Sonn, “Questions and Answers on the Proposed New York City Living Wage Law,” Brennan Center for Justice (July 27, 2001).


� Entities receiving City economic assistance do not include, however, those that receive non-discretionary and as-of-right benefits, or that receive economic assistance for purposes unrelated to job creation, or where the economic assistance is to finance educational, cultural or social services facilities or affordable housing.  See proposed § 6-109[a](14).
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