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SUBJECT

Implementation of the living wage policy that the Council adopted in Motion 14131.

SUMMARY

Proposed Ordinance 2014-0299[footnoteRef:1] would begin the process of implementing the living wage policy that the Council adopted in Motion 14131. Specifically, the ordinance would set a minimum wage for county employees and for employees of contractors who are performing work under certain county contracts for services. [1:  When this staff report was drafted, the proposed ordinance had been introduced in title only; hence, the full text of the ordinance is not attached. It is expected to be introduced and available for distribution by the time of the committee meeting.] 


This staff report is intended to set forth the content of the proposed ordinance. Analysis of the ordinance will be provided in a subsequent staff report.
BACKGROUND
[bookmark: _GoBack]The following background summarizes the premises stated in the proposed ordinance.
King County Strategic Plan
The goal of enabling county residents to receive a living wage for their work is established in the King County Strategic Plan. The Economic Growth and Built Environment goal of the Strategic Plan calls for the County to "encourage a growing and diverse King County economy and vibrant, thriving and sustainable communities." One of the stated objectives toward achieving that goal is to "support a strong, diverse, and sustainable economy." One measure of progress in achieving that goal is the "percent of jobs paying a living wage." (Att. 2)
Payment of a living wage also promotes the Health and Human Potential goal of the Strategic Plan, which calls for the County to "provide opportunities for all communities and individuals to realize their full potential," and supports one of the seven guiding principles underlying the Strategic Plan: "fair and just."
Living Wage in King County
The Washington State minimum wage is insufficient to meet the basic needs of working families.  According to The Self-Sufficiency Standard for Washington State 2011, a report prepared for the Workforce Development Council of Seattle-King County, the current minimum wage for Washington State, which is $9.32 per hour as of July 2014, is less than the 2011 "self-sufficiency standard" for a single adult by between 12 percent and 34 percent, depending on the individual's specific location within King County.
According to a report published by the Alliance for a Just Society in May 2014, based on 2012 data, the living wage for a single adult in King County is $17.55 per hour. By that measure, the state minimum wage is 47 percent less than a living wage.
Productivity vs. Compensation
The inadequacy of the Washington State minimum wage reflects the failure of real wages to keep pace with worker productivity during the past 40 years. According to the Economic Policy Institute, from the 1940s to the 1970s real hourly compensation of nonsupervisory production workers increased at roughly the same rate as worker productivity, but between 1973 and 2011, while productivity increased by about 80 percent, median real hourly compensation increased by only about 11 percent.
Equity and Social Justice
According to the U.S. Department of Labor, minimum wage workers are disproportionately women and people of color. One of the aims of King County’s equity and social justice initiative is to eliminate such disparities.
Unintended Taxpayer Subsidy to Employers
Employees who are paid less than a living wage are more likely to be eligible for, and rely upon, government programs for assistance, including programs such as subsidized food, housing, health care, bus fare and utilities. This results in an indirect and unintended taxpayer subsidy to their employers.
Indirect Benefits of a Living Wage
The benefits of a living wage are not limited to the worker who receives it. Evidence suggests that payment of a living wage tends to improve employee performance and productivity and to reduce employee turnover and absenteeism and that the additional money that a living wage puts into the pockets of low-wage workers is likely to be spent, especially in the areas where they live, which helps promote growth and job creation.
Living Wage Laws in the U.S.
According to the National Employment Law Project, legislation requiring employers to pay a living wage has been adopted in more than one hundred twenty-five cities and counties across the nation, including about half of the twenty-five largest cities by population.
The Council's Living Wage Motion
On May 19, 2014, the Council unanimously adopted Motion 14131, which established as a policy of King County "that a living wage should be paid to county employees and to the employees of persons, businesses, organizations and other entities that receive procurement contracts, tax exemptions or credits, or other financial benefits from the county."
To explore the implications of implementing the living wage policy, the motion asked the County Executive to make written recommendations to the Council suggesting provisions that should or should not be included in an ordinance implementing the living wage policy. The Council also requested the assistance of the Executive in assessing the costs, benefits, and other consequences of adopting a living wage ordinance setting a minimum level of compensation for all county employees and for the employees of persons, businesses, organizations and other entities receiving or applying for county procurement contracts, county tax exemptions or credits, or other financial benefits from King County.
The Executive's Response to the Motion
In response to Motion 14131 the Executive submitted recommendations and information to the Council (Att. 3). At the Executive's request, to allow an opportunity for the county to resolve any issues that might arise during implementation of the living wage ordinance, the initial scope of the ordinance is limited to service contracts in the amount of at least one hundred thousand dollars and excludes contracts that the county enters into as the administrator of grants received from a third party.
THE PROPOSED ORDINANCE

Scope of the Proposed Ordinance
Proposed Ordinance 2014-0299 (Att. 1) could be described as a pilot implementation of the living wage policy that the Council adopted by Motion 14131. The goal of Motion 14131 and one of the goals of the County's Strategic Plan remains the payment of a living wage to all employed County residents. The proposed ordinance takes a first step toward that goal by focusing on those who do the work of the County.
The ordinance would require a specified minimum level of compensation for two groups:
1. County employees
All County employees would be covered except short-term temporary employees who are employed in social service programs designed to help youth gain basic work training skills. As of 1 July 2014, the County was already paying all of its employees at the level that would be required under the proposed ordinance.
2. Employees of county contractors
The ordinance would cover the employees of county contractors who are providing services under contracts of $100,000 or more in which the contractor's performance consists predominantly of providing services.[footnoteRef:2] [2:  The ordinance excludes: (1) contracts with other general purpose governments, (2) contracts the County enters into as a grant administrator, and (3) collective bargaining agreements.] 

There are at least two reasons for limiting the coverage of county contracts to those of $100,000 or more: (1) it limits the covered contracts to a more manageable number; and (2) it avoids the issue of whether the amount of a contract is so small that the benefit of applying a living wage requirement is sufficient to outweigh the administrative cost of implementing and enforcing it. Based on experience under the proposed ordinance, the dollar threshold could be lowered in the future.
Limiting the scope of the ordinance to service contracts (as opposed to public works contracts and real estate contracts, for example) serves the purposes of: (1) avoiding overlap with federal and state requirements, such as prevailing wage laws; (2) limiting the number of covered contracts in the pilot implementation; and (3) focusing on contracts in which employee compensation is the largest element of cost.
Only employees who are working under a covered contract would fall within the scope of the ordinance. Hours they work on other contracts or projects would not be covered.
Amount of the Living Wage
The proposed ordinance would set the living wage at the same compensation level as the minimum wage ordinance recently enacted by the Seattle City Council. This would serve the purposes of: (1) avoiding conflict with the Seattle minimum wage (for employees who work in Seattle); and (2) minimizing the administrative burden on county contractors, who would be able to focus on a single set of wage standards.
Like the Seattle minimum wage ordinance, Proposed Ordinance 2014-0299 sets differing compensation levels and phase-in periods for large and small employers[footnoteRef:3] and to a limited extent takes into account whether the employer offers health benefits. [3:  Large employers are defined, as in the Seattle minimum wage law, as those having more than 500 employees; all others are viewed as small employers.] 

Unlike the Seattle minimum wage ordinance, Proposed Ordinance 2014-0299 includes no provisions about employers that are franchisees,[footnoteRef:4] on the theory that few if any county contractors are franchisees, and does not credit an employer for tips received by employees, on the theory that few if any employees of county contractors receive tips from customers in their work. [4:  Seattle treats all the franchisees of a franchisor as constituting a single employer for the purpose of determining employer size.] 

The minimum compensation levels that would be required under the proposed ordinance are summarized in the table below. The amounts listed in the table assume an annual inflation adjustment of 2.4 percent, once the wage level reaches $15 per hour. If the actual inflation rate (based on the Consumer Price Index for Urban Wage Earners and Clerical Workers (CPI-W)) differs from that amount, the amounts listed in the table would be adjusted accordingly.
	Washington State Minimum Wage
	Employers > 500 employees
	Employers ≤ 500 employees

	Year
	State Wage
	Minimum Wage
	Minimum Wage with Health Care
	Guaranteed Minimum Compensation
	Maximum Health Benefit Credit
	Minimum Wage

	2015
	$9.54
	11.00
	11.00
	11.00
	1.00
	10.00

	2016
	$9.77
	13.00
	12.50
	12.00
	1.50
	10.50

	2017
	$10.01
	15.00
	13.50
	13.00
	2.00
	11.00

	2018
	$10.25
	15.36
	15.00
	14.00
	2.50
	11.50

	2019
	$10.49
	15.73
	15.73
	15.00
	3.00
	12.00

	2020
	$10.75
	16.11
	16.11
	15.75
	2.25
	13.50

	2021
	$11.00
	16.49
	16.49
	16.49
	1.49
	15.00

	2022
	$11.26
	16.89
	16.89
	16.89
	1.14
	15.75

	2023
	$11.53
	17.29
	17.29
	17.29
	0.79
	16.50

	2024
	$11.80
	17.70
	17.70
	17.70
	0.45
	17.25

	2025
	$12.08
	18.13
	18.13
	18.13
	0.00
	18.13


It should be noted that:
3. Large employers (defined as those having more than 500 employees) are given less time than smaller employers to reach $15 per hour.
4. Large employers are given more time if they provide health benefits.
5. Smaller employers are permitted to count a portion of the cost of health benefits (if any) toward meeting the "guaranteed minimum compensation," which results in a lower minimum to be paid by the employer. The amount of the permissible health benefit credit varies from year to year (see the column labeled "Maximum Health Benefit Credit").
6. From 2025 on, all employers must meet the same minimum wage requirement.
Enforcement
Proposed Ordinance 2014-0299 would grant the County Executive the following enforcement powers:
1. Adopt public and administrative rules in accordance with this chapter establishing standards and procedures for effectively carrying out this chapter;
2. Determine when and how any notice and opportunity to cure a violation of this law should be afforded.
3. Determine and impose appropriate sanctions or remedies, or both, for violation of this chapter by contractors, including but not limited to:
a. Disqualification of the contractor from bidding on or being awarded a county contract for up to two years;
b. Remedies allowable by contract including, but not limited to, liquidated damages and termination of the contract;
c. Remedial action after a finding of noncompliance, as specified by rule; and
d. Other appropriate civil remedies and sanctions allowable by law.
4. Administer other requirements specified by this chapter or that are necessary to implement the purposes of this chapter.
The ordinance would permit a contractor to appeal such a decision to the Executive. 
Waiver
The ordinance would permit, but not require, the County Executive to waive the requirements of the ordinance under any of the following circumstances:
1. The award of a contract or amendment to a contract is necessary in an emergency, as defined in K.C.C. 12.52.010 (Att. 4);
2. The contract is for a proprietary purchase under K.C.C. 2.93.070 (Att. 5);
3. There are no contractors capable of responding to the county's requirements that can comply with the provisions of this chapter;
4. The county is purchasing through a cooperative or joint purchasing agreement; or
5. Application of the chapter would (a) result in an increased cost to the county that would make it necessary to reduce services to county residents or (b) otherwise have a material, adverse impact on the county.
The Executive would be required to establish administrative rules governing the procedure for a contractor to request a waiver and to provide an annual report describing any waivers that are granted.
Effective date
The proposed ordinance would apply to any contract entered into on or after 1 January 2015 or the date the Executive adopts rules establishing standards and procedures for implementing the ordinance, whichever is earlier.
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