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In anumber major cities, policymakers and labor advocates have successfully enacted laws that mandate large
raises in the minimum wage. In 2015, several cities began to implement these minimum wage increases. These
citiesinclude San Francisco and Seattle, both of which are currently phasing in $15 per hour minimum wages.
Towards the end of last year, AAF examined restaurant employment growth in each of the major metropolitan
areas where a minimum wage increased. Now that we have a complete year of data, we take another look at
these cities. The facts continue to show that in 2015, restaurant employment in the major metropolitan areas
with minimum wage increases suffered. Not only did restaurant employment grow slower in these metropolitan
areas than in the rest of their states, but the growth rates decelerated from last year in the metropolitan areas
while in the rest of their states they accelerated. This indicates that despite accelerating restaurant job growth in
the states where these metropolitan areas are located, restaurant employment growth in the metropolitan areas
still suffered.

2015 MAJOR CITIES WITH MINIMUM WAGE INCREASES

In 2015 seven major U.S. cities implemented minimum wage increases: Chicago, Louisville, Seattle,
Washington, Oakland, San Francisco, and San Jose. These minimum wage increases are detailed in Table 1.

Table 1: Major City Minimum Wage Increases in 2015

Previous Minimum Wage Current Minimum Wage Date Effective Minimum Wage L aw

City

Chicago, IL $8.25 $10.00 7112015 $13 by 2019
Louisville, KY $7.25 $7.75 7/1/2015 $9 by 2017
Seattle, WA $9.47 $11.00 4/1/2015 $15 by 2018/2021
Washington, DC $9.50 $10.50 7112015 $11.50 by 2016

San Francisco Bay Area

Oakland, CA $9.00 $12.25 3/2/2015 $12.55 by 2016
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http://www.cityofchicago.org/city/en/depts/mayor/supp_info/minimum-wage.html
http://www.natlawreview.com/article/july-1-2015-minimum-wage-increase-louisville-metro-jefferson-county-kentucky
http://murray.seattle.gov/minimumwage/#sthash.y1Vno2gU.dpbs
http://does.dc.gov/sites/default/files/dc/sites/does/page_content/attachments/DC Minimum Wage Increase - DC Register Public Notice.pdf
http://www2.oaklandnet.com/Government/o/CityAdministration/d/MinimumWage/OAK051451

Previous Minimum Wage Current Minimum Wage Date Effective Minimum Wage L aw

San Francisco, CA $11.05 $12.25 5/1/2015 $15 by 2018

San Jose, CA $10.15 $10.30 1/1/2015 Inflation Adjustment

Most of these minimum wage increases were the beginning of much larger minimum wage hikes. For instance,
San Francisco’s and Seattle’ s minimum wage increases were the first steps to increasing the cities’ minimum
wages to $15 per hour. In other cities, the minimum wage implementation was much further along. San Jose
raised its minimum wage from $8 to $10 in 2014. Since then, the minimum wage in San Jose continues to rise
with inflation. In 2015, it increased by only 15 cents from $10.15 to $10.30. Overall, the San Francisco Bay
Area has been full of cities implementing substantial minimum wage increases. Besides San Francisco and San
Jose, the citiesin the Bay Areathat are phasing in minimum wage hikes are Berkeley, Emeryville, Mountain
View, Oakland, Sunnyvale, and Richmond.

WHY EVALUATE RESTAURANT EMPLOYMENT?

We continue to stress that when evaluating the impact of the minimum wage, it is necessary to ask the right
question. In particular, evaluating the effect of the minimum wage on total employment trends would generally
yield irrelevant results because only about 2 percent of all wage and salary workers earn at or below the federal
minimum wage. It is very unlikely that a minimum wage increase would affect the mgjority of workers who
earn significantly above the minimum wage. As aresult, any analysis that examines the entire workforce is
likely to miss the labor market consequences for those who would actually be impacted by a minimum wage
hike because the vast majority of workers do not earn low wages.

Thus, in order to fairly examine the labor market consequences of increasing the minimum wage, it is essential
to examine low-wage workers who actually earn at or slightly above the current minimum wage. This includes
young, low-skilled workers, the exact population policymakers are trying to help by increasing the minimum
wage. One way to zero in on the low-wage population is to examine recent job growth trends in an industry that
actually employs low-wage workers. This paper examines 2015 job growth in restaurants, specifically food
services and drinking places, which in 2013 employed 48.78 percent of all workerswho earned at or below the
federal minimum wage. Food services and drinking places continue to employ low-wage workerstoday. The
average hourly pay rate of production and nonsupervisory workers in that industry was only $11.74 in
December 2015, Evaluating job growth in food services and drinking places provides avalid idea of how
minimum wage hikes in 2015 impacted job creation for low-wage workers.

METHODOLOGY

To analyze trends in city restaurant employment relative to the rest of the state, we use the most localized data
for each metropolitan area available in the Federal Reserve Bank of St. Louis' s Federal Reserve Economic Data
(FRED). For each city, we use seasonally adjusted food services and drinking places employment datain the
metropolitan statistical area (MSA) or metropolitan division (MD), illustrated below.
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http://sfgsa.org/index.aspx?page=411
https://www.sanjoseca.gov/minimumwage
http://americanactionforum.org/research/the-cost-of-januarys-minimum-wage-hikes
http://americanactionforum.org/research/primer-earned-income-tax-credit-and-the-minimum-wage
http://www.cnsnews.com/news/article/terence-p-jeffrey/64-earning-atbelow-minimum-wage-are-under-30-63-work-restaurants-bars
http://www.bls.gov/iag/tgs/iag722.htm

Table 2: Metropolitan Areas Analyzed

Metropolitan Area Analyzed

City
Chicago, IL Chicago-Naperville-Arlington Heights (MD)
Louisville, KY Louisville/Jefferson County (MSA)
Seattle, WA Seattle-Bellevue-Everett (MD)
Washington, DC District of Columbia

San Francisco Bay Area

Oakland, CA Oakland-Hayward-Berkeley (MD)
San Francisco, CA San Francisco-Redwood City-South San Francisco (MD)
San Jose, CA San Jose-Sunnyvale-Santa Clara (MSA)

There are pros and cons to these data. The pros are that the data are able to take into account smaller localities
that are following in the footsteps of the major cities by raising their own minimum wages. Thisis particularly
true in the San Francisco Bay Areawhere alarge number of smaller towns surrounding the major cities have
enacted their own minimum wage increases. For instance, the Oakland-Hayward-Berkeley MD includes
Oakland, Berkeley, Emeryville, and Richmond all of which began phasing in minimum wage increases last
year. In addition, the San Jose-Sunnyvale-Santa Clara M SA includes San Jose, Sunnyvale, and Mountain View,
which all increased their minimum wages to $10.30 this year.

While we would ideally like to examine restaurant employment trends only within these cities themselves, we
are unable to do that. Except in the case of Washington, DC, all of metropolitan areas we examine include
towns and cities that did not raise the minimum wage. As aresult, while the center of economic activity in the
regions we examine did raise the minimum wage in 2015, the metropolitan area data also include areas that did
not. Regardless of this shortcoming, metropolitan area data remain the best for this analysis because they are
most local data available to evaluate last year’ s restaurant employment trends.

For each metropolitan area, we measure the growth in food services and drinking places employment in both
2014 and 2015. Consequently, we measure the percent change in food services and drinking places employment
from December 2013 to December 2014 and from December 2014 to December 2015. We do the same for the
state that the metropolitan areaislocated in and exclude the metropolitan areaitself. Since Washington, DC is
not located in a state, we compare restaurant employment growth in the District to the growth in Virginiaand
Maryland.
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https://research.stlouisfed.org/fred2/series/SMU17169747072200001SA
https://research.stlouisfed.org/fred2/series/SMU21311407072200001SA
https://research.stlouisfed.org/fred2/series/SMU53426447072200001SA
https://research.stlouisfed.org/fred2/series/SMU11000007072200001SA
https://research.stlouisfed.org/fred2/series/SMU06360847072200001SA
https://research.stlouisfed.org/fred2/series/SMU06418847072200001SA
https://research.stlouisfed.org/fred2/series/SMU06419407072200001SA

We then combine food services and drinking places employment in all of the metropolitan areas and combine
employment in all metropolitan area’ s surrounding states. This allows us to compare restaurant employment
growth in all the metropolitan areas that raised the minimum wage together to restaurant employment growth in
all of therest of the states together. We do this for 2014 and 2015, then to determine if the rates are accelerating
or decelerating, we calcul ate the percentage point change in the growth rates between the two years.

RESULTS

The results are fairly conclusive: in 2015 metropolitan areas where amgjor city raised the minimum wage
consistently had slower restaurant job growth than in the surrounding areas. Moreover, before last year’'s
minimum wage increases restaurant employment in these metropolitan areas actually grew faster than the
surrounding states. So when the minimum wage increased in these major cities, the magnitudes literally flipped
as restaurant employment began growing slower in the metropolitan areas and faster in the rest of the states.

Firgt, let’s examine restaurant employment in the year before these minimum wage increases took effect. Table
3 illustrates restaurant employment growth in each metropolitan areain 2014.

Table 3: Restaurant Job Growth Rates in 2014

Metropolitan Area Rest of State

Total 4.2% 3.4%
Chicago, IL 2.4% 0.8%
Louisville, KY 7.0% 0.6%
Seattle, WA 4.0% 1.6%
Washington, DC 3.0% 2.0%
San Francisco Bay Area 6.0% 5.0%
Oakland, CA 4.3% 5.2%
San Francisco, CA 8.0% 4.9%
San Jose, CA 5.3% 5.1%

Except in Oakland, in each of these metropolitan areas, in 2014 restaurant job growth was faster than in the rest
of the states. In 2014, overall restaurant employment in these metropolitan areas grew 4.2 percent whereasin the
rest of the statesit grew 3.4 percent. For instance, in 2014 restaurant employment in Louisville grew 7 percent
compared to just 0.6 percent in the rest of Kentucky. And in Seattle, it grew 4 percent compared to 1.6 percent
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in the rest of Washington state. In addition, in San Francisco it grew 8 percent compared to 4.9 percent in the
rest of California.

It isimportant to recognize that Washington and San Jose did raise the minimum wage in 2014 aswell. In
Washington's case, however, the 3 percent restaurant employment growth experienced in 2014 was far slower
than the 5.7 percent growth the District experienced in 2013, the year before its new minimum wage began
phasing in. So it is possible that Washington had already begun experiencing negative labor market
conseguences of its minimum wage law. Meanwhile, San Jose in 2014 increased its minimum wage 15 cents
from $10 to $10.15. However, at this point neither Sunnyvale nor Mountain View had implemented a minimum
wage increase. So the effect of raising the minimum wage on the restaurant employment in that metropolitan
areain 2014 was unlikely to be large.

Now let’sturn to 2015, when each of the major cities in these metropolitan areas raised their minimum wages.
Table 4 shows that restaurant employment suffered substantially in the metropolitan areas compared to the rest
of their states.

Table 4: Restaurant Job Growth Rates in 2015

City Metropolitan Area Rest of State
Total 1.6% 4.0%
Chicago, IL 1.6% -0.5%
Louisville, KY 1.7% 3.2%
Seattle, WA 1.4% 6.9%
Washington, DC 3.4% 2.6%
San Francisco Bay Area 1.2% 5.2%
Oakland, CA 4.5% 4.4%
San Francisco, CA 0.1% 4.7%
San Jose, CA -1.1% 4.7%

In direct contrast to 2014, restaurant employment in major cities that raised the minimum wage in 2015 was
consistently slower than the rest of the states in which the cities are located. Overall, restaurant employment in
these metropolitan areas only grew 1.6 percent in 2015, while it grew 4.0 percent in the rest of the states. In
Louisville, restaurant employment grew 1.7 percent, while it grew 3.2 percent in the rest of Kentucky. Also, the
two cities that are implementing $15 minimum wages clearly struggled in 2015. In Seattle restaurant
employment grew 1.4 percent, while it grew 6.9 percent in the rest of Washington. In San Francisco restaurant
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employment only grew 0.1 percent, while it grew 4.7 percent the rest of California. Meanwhile, restaurant
employment in the San Jose metropolitan area appears to have had the weakest year. In 2015, the city of San
Jose raised its minimum wage to $10.30 and Mountain View and Sunnyvale both raised their minimum wages
from $9 to $10.30. Restaurant employment in the metropolitan area decreased 1.1 percent, while in the rest of
Californiait increased 4.7 percent.

Moreover, in 2015 restaurant employment in these metropolitan areas grew slower than in 2014, despite
restaurant employment growing faster in the surrounding areas. Table 5 contains the percentage point changein
the restaurant employment growth rates between 2014 and 2015 in each of the metropolitan areas and their
surrounding areas.

Table 5: Percentage Point Change in Restaurant Employment Growth

Metropolitan Area Rest of State

Total 2.7 0.6
Chicago, IL -0.8 -1.3
Louisville, KY -5.4 25
Sesttle, WA -2.6 54
Washington, DC 0.3 0.5
San Francisco Bay Area -4.8 0.2
Oakland, CA 0.2 -0.8
San Francisco, CA -7.9 -0.2
San Jose, CA -6.4 -04

Overall, in 2015 restaurant employment in all of these metropolitan areas combined grew 2.7 percentage points
slower than in 2014. Meanwhile in the rest of their statesit grew 0.6 percentage point faster. The largest
decelerations in the restaurant employment growth occurred in Louisville, San Jose, and San Francisco. In
Louisville's metropolitan area restaurant employment grew 5.4 percentage points slower than in 2014, while it
grew 2.5 percentage points faster in the rest of Kentucky. In San Jose, it grew 6.4 percentage points slower,
whileit grew only 0.4 percentage point slower in the rest of California. In San Francisco, restaurant
employment grew 7.9 percentage points slower in 2015 than in 2014, while in al of California excluding the
San Francisco metropolitan areait only grew 0.2 percentage point slower.

The two main outliers are Chicago and Oakland. In Chicago restaurant employment growth decreased in 2015,
but at a slower rate than in the rest of Illinois. In Oakland restaurant employment growth slightly accelerated,
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while it decelerated in the rest of California. Also of note was that in Washington DC, restaurant employment
growth dlightly accelerated. But, it accelerated at a slower rate than the restaurant employment growth in the
District’s surrounding areas.

CONCLUSION

This paper provides an early snapshot of restaurant employment trends in the metropolitan areas where major
cities implemented minimum wage increases. These minimum wages have not been fully implemented and it
could take several years for analysts to have the information needed to understand how these minimum wage
increases are impacting local employment. The preliminary data, however, do show a slowing of restaurant
employment growth. As these large minimum wage increases continue to be implemented and more steep
minimum wage hikes are passed into law, the trends that are already occurring could become more problematic.
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