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SUBJECT

An ordinance establishing an hourly minimum wage for unincorporated King County, employees of certain county contractors, and county employees.

SUMMARY

In October 2014, the council adopted Ordinance 17909 to establish a living wage for county employees and certain county contractors. The ordinance set the living wage at the same level as the City of Seattle’s minimum wage ordinance, established in 2014. In November 2022, the City of Tukwila voters passed Initiative Measure No. 1 to establish an hourly minimum wage as the City of SeaTac. The City of SeaTac’s 2023 hourly minimum wage rate is $19.06, however, due to differences in calculating annual inflation rates, the City of Tukwila’s 2023 hourly minimum wage rate is $18.99.

Proposed Ordinance 2023-0310 would establish a starting hourly minimum wage of $18.99 for unincorporated King County (UKC) with an annual inflationary increase with the following exceptions:
· Employers with 15 employees or less with an annual gross revenue of less than $2 million would have a starting minimum wage $3.00 less. The reduction would decrease annually by $0.50 until no reduction is remaining; and
· Employers with more than 15 employees but less than 500 employees would have a starting minimum wage $2.00 less. The reduction would decrease annually by $1.00 until no reduction is remaining.

[bookmark: _Hlk147986810]The proposed ordinance would also amend K.C.C. Chapter 3.18 to modify the county’s living wage for county employees and certain county contractors to be the same as the UKC minimum wage. The proposed ordinance would take effect January 1, 2024.

Council staff analysis is ongoing. Executive staff is continuing to review the impacts of the proposed ordinance, including the implementation by Department of Local Services (DLS). 

BACKGROUND 

Minimum Wage in King County.  In 2016, state of Washington voters passed Initiative 1433 to increase the state's minimum wage and have it annually adjusted for inflation.  Initiative 1433 also required state of Washington employers to provide paid sick leave to employees. The 2023 minimum wage for Washington state is $15.74 per hour. RCW 49.46.120 states that the state's minimum standards for wages, paid sick leave, and working conditions are supplementary to local law or ordinance which may be more favorable to employees and therefore the more favorable minimum standards shall be in full force and effect and enforced.

In 2013, before Initiative 1433 was adopted by the state of Washington, voters from the City of SeaTac approved local Proposition 1 that established a minimum wage of $15.00 per hour and other benefits and rights for employees in the hospitality and transportation industries, including those that work at Seattle-Tacoma International Airport.  The City of SeaTac's 2023 minimum wage rate is $19.06 per hour, currently the highest minimum wage rate in the country according to the University of California, Berkley Labor Center.[footnoteRef:1] [1:  Inventory of US City and County Minimum Wage Ordinances [LINK].] 


In 2014, the City of Seattle enacted Ordinance 124490 to increase the minimum wage and minimum compensation rates for employees performing work in the city. The City of Seattle's 2023 minimum wage rate for employers with 501 or more employees is $18.69 per hour.

In 2022, voters from the City of Tukwila approved local Initiative Measure 1 that established a minimum wage for employees performing work in the city.  The City of Tukwila's 2023 minimum wage rate is $18.99 per hour.

Table 1 includes a summary of the hourly minimum wage rates across King County.

TABLE 1. 
Hourly Minimum Wage Rates Throughout King County.

	King County Jurisdictions
	
	2023
Minimum Wage
	
	Notes

	City of SeaTac
	
	$19.06 per hour
	
	Applies to hospitality and transportation industry employers only. All other employers are required to pay the State’s minimum wage of $15.74 per hour.

	City of Seattle
	
	$18.69 per hour
	
	$16.50 per hour for employers with 500 or fewer employees and pay $2.19 per hour toward medical benefits and/or employees earn $2.19 per hour in tips.

	City of Tukwila
	
	$18.99 per hour
	
	$16.99 per hour for employers that have between 15 and 500 employees worldwide and gross annual revenue over $2 million,

	All other King County jurisdictions
	
	$15.74 per hour
	
	This is Washington State’s minimum wage, However, the City of Renton is proposing a ballot initiative in November 2023 general election to increase the minimum wage to be the same as the City of Tukwila.[footnoteRef:2] [2: Raise the Wage Renton ballot initiative [LINK].] 


	King County government employees and employers that contract with King County

	
	$18.69 per hour
	
	$16.50 per hour for employers with fewer than 500 employees and provide health benefits or extra wages,




County’s Living Wage Ordinance.  On May 19, 2014, the council adopted Motion 14131, which stated that it is county policy 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. Subsequently in October 2014, the county enacted Ordinance 17909 to require that a living wage be paid to county employees and to the employees of certain county contractors. To avoid conflicts for county employees who work in the City of Seattle and reduce the administrative burden on county contractors, the ordinance followed the City of Seattle's minimum wage ordinance by setting variable living wage rates based on the size (number of employees) of the contractor, and whether health benefits were provided to employees by the contractor. The county's 2023 living wage rate for county employees and contractors with 501 or more employees is $18.69 per hour.

Median Household Income for King County.  According to 2021 census data, in King County, 23% of households earn less than the state's minimum wage; for Black households this increases to 46%; for Indigenous households it is 42%; and for Latinx households it is 32%. Moreover, the median household income for King County is $110,586, which is 109% of the Self-Sufficiency Standard for a dual-income household of two working adults and two school-aged children;[footnoteRef:3] for Black households it is $57,437, which is 56% of the Self-Sufficiency Standard; and for Latinx households it is $74,357, which is 73% of the Self-Sufficiency Standard. [3:  According to The Self-Sufficiency Standard for Washington State, developed in partnership with the University of Washington's Center for Women's Welfare and the Workforce Development Council of Seattle-King County, in 2023, for a dual-income household of two working adults and two school-aged children living in King County and earning the state's minimum wage, the family would fall short on average $36,442 to meet the basic needs of the household. In other words, both working adults would need to have a minimum wage of $24.50 per hour to meet the basic needs of the household. [LINK]] 


Outcome Studies on Effects of Increasing Minimum Wage.  A study  published in the Economic Inquiry, entitled ”Seattle’s Local Minimum Wage and Earnings Inequality,” assessed whether the City of Seattle’s minimum wage ordinance led to a reduction in earning inequality among workers from 2014 to 2017, a period when the local minimum wage phased in to $13 per hour.[footnoteRef:4] The study found that inequality among workers who earned less than the city’s median hourly wage ($26.42) was reduced modestly as workers in the lowest wage jobs saw large increases in hourly wages. The study also found no evidence that Seattle’s minimum wage lowered the overall level of earnings inequality across all workers in the city. Lastly, the study noted that the results pertain to earnings inequality of those employed and thus do not include any additional increase in inequality produced by a reduction in the number of employed low-skilled workers. [4:  Long, Mark C. “Seattle's local minimum wage and earnings inequality”. Economic Inquiry. Volume 60, Issue2, April 2022, Pages 528-542 [LINK].] 


A study published in the American Economic Journal, entitled “Minimum Wage Increases and Low-Wage Employment: Evidence from Seattle,” examined the labor market effects of the Seattle minimum wage ordinance when the citywide minimum was set to $13 an hour in 2017.[footnoteRef:5] The study found that those earning less than $19 an hour saw wages rise by 3.4% once the city’s minimum wage was $13, while experiencing a 7.0% decrease in hours worked. The study also found that low-wage workers employed before the minimum wage ordinance took effect saw their wages increase more than the decrease in hours worked. This increase in pay was larger for low-wage workers with more prior labor market experience. Lastly, the study found evidence of a decline in the rate of hiring of low-wage workers who were not previously employed in the state of Washington as the minimum wage in the city reached $13 an hour. [5:  Jardim, Ekaterina, Mark C. Long, Robert Plotnick, Emma van Inwegen, Jacob Vigdor, and Hilary Wething. 2022. "Minimum-Wage Increases and Low-Wage Employment: Evidence from Seattle." American Economic Journal: Economic Policy, 14 (2): 263-314.[LINK]] 


Predictive Studies on Effects of Increasing Minimum Wage.  In February 2021, the Congressional Budget Office (CBO) published an article entitled “The Budgetary Effects of the Raise the Wage Act of 2021” to study the impacts of a proposed bill, the Raise the Wage Act of 2021 (S. 53, as introduced on January 26, 2021), which would raise the federal minimum wage, in annual increments, to $15 per hour by June 2025. The article predicted the following:
· The cumulative budget deficit over the 2021–2031 period would increase by $54 billion;
· Employment would be reduced by 1.4 million workers, or 0.9%; and
· The number of people in poverty would be reduced by 0.9 million.[footnoteRef:6] [6:  “The Budgetary Effects of the Raise the Wage Act of 2021.” Congressional Budget Office. February 2021. [LINK]] 


[bookmark: _Hlk148009478]In July 2019, the Congressional Budget Office (CBO) published an article entitled "The Effects on Employment and Family Income of Increasing the Federal Minimum Wage,” which examined how increasing the federal minimum wage to $10, $12, or $15 per hour by 2025 would affect employment and family income. The article predicted the following:
· In an average week in 2025, the $15 option would boost the wages of 17 million workers who would otherwise earn less than $15 per hour;
· 10 million workers otherwise earning slightly more than $15 per hour might see their wages rise as well but 1.3 million other workers would become jobless;
· There would be a two-thirds chance that the change in employment would be between about zero and a decrease of 3.7 million workers; and
· The number of people with annual income below the poverty threshold in 2025 would fall by 1.3 million.[footnoteRef:7] [7:  “Effects on Employment and Family Income of Increasing the Federal Minimum Wage.” Congressional Budget Office. July 2019. [LINK]] 


ANALYSIS

Summary of Proposed Ordinance.  The following provides a summary of each section of the proposed ordinance:

Section 1.  This section includes the Findings.

Sections 2 through 6.  These sections would amend K.C.C. Chapter 3.18 to modify the county’s living wage for county employees and certain county contractors to be the same as the minimum wage rate for UKC as specified in section 9.  Of note, exceptions for county contracts related to public works and architectural or engineering would still be exempt from the county’s minimum wage rate as included in the definition of “contract” in Section 2.D.

Section 7.  This section would add a new chapter in K.C.C. Title 12, to include Sections 8 through 13 of the proposed ordinance.

Section 8.  This section would include new definitions to establish the minimum wage rate for UKC.

Section 9.  This section would include the following requirements:
· All UKC employers would be required to pay their employees at an hourly minimum wage of $18.99 or the hourly minimum wage established by federal or state law, whichever is greater, and would increase annually at the rate of inflation with the following exception:
· Employers with 15 employees or less with annual gross revenue less than $2 million would have a starting minimum wage $3.00 less which would decrease annually by $0.50; and
· Employers with more than 15 employees but less than 500 employees would have a starting minimum wage $2.00 less which would decrease annually by $1.00;
· The number of employees for franchises would include those employees that are employed in establishments outside of UKC, and annual gross revenue for any employer would include revenue generated outside of UKC;
· All UKC employers would be required to pay its employees all tips, gratuities, and service charges, which would not count towards the hourly minimum wage rate;
· By October 1 of each year, the DLS Director would be required to publish the revised hourly minimum wage rate on the county's website; and
· All UKC employers would be required to annually certify compliance with the minimum wage ordinance with DLS and maintain adequate records to provide proof of compliance have it available for a proceeding involving an aggrieved employee bringing a civil action as specified in section 11;

Section 10.  This section would require the Director of the Office of Performance, Strategy and Budget (PSB) to annually convene an internal county workgroup to evaluate whether the current hourly minimum wage is sufficient to meet the basic needs of working families in King County and analyze the current hourly minimum wage's impact to the region's economy. The workgroup would also include the Director of the Office of Economic and Financial Analysis (OEFA) / Chief Economist, Director of the Finance and Business Operations Division (FBOD), DLS Director, Director of the Department of Human Resources (DHR), and the Chair of the Council's Budget and Fiscal Management Committee (BFM).  The workgroup is required to provide a report of its findings and any recommendation to the council by June 30 of each year.

Section 11.  This section would prohibit employers from interfering or taking adverse action against an employee for exercising their rights to report alleged violations of the proposed ordinance.

Section 12.  This section would allow an aggrieved employee to bring a civil action against an employer for violating the minimum wage ordinance. Upon prevailing, the appropriate remedy would include, but not be limited to, payment of any unpaid wages plus interest, liquidated damages of up to twice the unpaid wages and any collateral damages incurred by the aggrieved employee, and a penalty of up to $5,000. This section would also authorize DLS to investigate and initiate legal or other action to remedy any violation of the minimum wage ordinance.

Section 13.  This section would allow the DLS Director to adopt rules and procedures to ensure compliance of the minimum wage ordinance. The section would also authorize the DLS Director to negotiate an interlocal agreement with a governmental entity or contract with a nonprofit organization to implement and ensure compliance of the minimum wage ordinance.

Section 14.  This section would establish the effective date as January 1, 2024.

Section 15.  This section includes the severability clause.

Potential Impacts on UKC Employers and Employees.  According to data provided by the Puget Sound Regional Council (PSRC)[footnoteRef:8], the number of employers that could be impacted by the proposed ordinance is approximately 4,128, and the number of employees in UKC that could be impacted by the proposed ordinance is approximately 43,263. According to the County's Office of Economic Opportunity and Creative Economy’s (OEOCE) Economic Development and Small Business Assistance Strategies Proviso Report,[footnoteRef:9] the Washington Secretary of State provided that there are more than 19,000 businesses are registered in UKC. [8:  Puget Sound Regional Council Data Portal - Covered Employment by City – NAICS. [LINK]]  [9:  Attachment A to Proposed Motion 2023-0268.] 


Council staff analysis is ongoing.

Implementation by DLS.  K.C.C. Chapter 2.16.055 outlines the duties and functions of the Department of Local Services (DLS). The responsibilities of DLS in the proposed ordinance would be a new body of work for the County and for DLS, so there may be additional resources needed to implement the proposed ordinance.  Executive staff is continuing to review the impacts of the proposed ordinance, especially as it relates to implementation by DLS.

Fiscal Analysis.  Council staff is continuing to work with executive staff to determine the county’s fiscal impact of implementing the proposed ordinance.

Legal Analysis.  Council’s legal counsel and the prosecuting attorney’s office has reviewed the proposed ordinance.  

INVITED

· Ashton Allison, Economic Opportunity Director, Office of Economic Opportunity and Creative Economy (OEOCE)
· John Taylor, Director, Department of Local Services
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