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ALASKA STATE CHAMBER OF COMMERCE 
Survey on Minimum Wage Increase

The following survey was faxed to approximately 600 Alaska businesses the first week of February 
2000. The nearly 100 responses received by February 15 are summarized below.

1. Should the state legislature raise the minimum wage to $6.40 next year and $6.90 in 2003? 
(Representative Kott's proposal)

35% Yes 32% No 28% Undecided

2. Should the state's minimum wage be increased to $6.40 this year; to $7.15 next year and be 
indexed to inflation thereafter? (Governor's proposal)

21% Yes 49% No 28% Undecided

3. Are you currently paying any of your employees the state minimum wage of $5.65 per hour?

a. Full-time workers 5% Yes 92% No

b. Part-time workers 5% Yes 92% No

4. What impact would a raise in the minimum wage have on your business? (Select all that apply)
(Percentage of total respondents choosing these items.)
Would increase pay for non-minimum wage employees 15%
Would increase prices for products/services 18%
Would reduce non-wage benefits of employees 9%
Would reduce hours and/or jobs for part-time employees 14%
Would reduce hours and/or jobs for full-time employees 12%
Would have little or no impact on my business 77%

5. What is the age bracket of most of your minimum wage employees?
15 to 18 years old 14%
19 to 22 1.5%
23 to 35 9%
36 to 60 1.5%
Over 60 0%
Not applicable 77%

6. Of your minimum wage employees, about how many are the heads of a household 
(Principal wage earner for a family)?

None or almost none 14%
One-fourth 1.5%
One-half 0%
Three-quarters 0%
All or almost all 0%
Not applicable 81.5%
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7. What is the lowest hourly wage you pay starting employees?

$5.65 6%
$6.00 to $6.50 8%
$6.51 to $7.00 2%
$7.01 to $7.50 6%
$7.51 to $8.00 9%
$8.01 or more 69%

8. Please circle the category below which best describes your business:

a. Resource (oil & gas, mining, timber, fish harvest, agriculture, etc.) 10%
b. Manufacturing (seafood processing, forest products,

7.5%petrochemical, technology/software, etc.)
c. Construction 7.5%
d. Transportation 6%
e. Communications/Telecommunications 6%
f. Utilities 0%
g. Retail Trade 3%
h. Wholesale Trade 10.5%
i. Finance, Insurance, Real Estate 12%
j. Restaurant 1%
k. Fast food service 1%
1. Visitor-related services 7.5%
m. Business services 4%
n. Professional services (Includes health care) 13.5%
o. Non-profit trade or business organization 7.5%
p. Other 3%

9. Plow many employees do you have?

Ho 5 15% 16 to 25 17% 50 to 100 14% 250 and up 14%

6 to 15 21.5% 25 to 50 4.5% 101 to 250 14%



COMMENTS BEFORE HOUSE LABOR AND 
COMMERCE COMMITTEE, MONDAY, JANUARY 29, 
2001

MY NAME IS BULL PARGETER. 1 AM THE OPERATING PARTNER OF APPLEBEE’S 

NEIGHBORHOOD GRILL & BAR IN ANCHORAGE. APPLEBEE’S IS A 1300 UNIT NATIONAL 

CASUAL DINING RESTAURANT CHAIN OPERATING IN 49 STATES. OUR PLAN IS TO 

DEVELOP FROM 5 TO 8 APPLEBEE'S THROUGHOUT ALASKA. EACH UNIT EMPLOYEES 

APPROXIMATELY 85 FULL TJME AND PART TIME EMPLOYEES. 1 HAVE OPERATED THREE 

OTHER INDEPENDENT CASUAL DINNING RESTAURANTS IN ANCHORAGE SINCE 1980 AND 

IN ADDITION OWNED AND OPERATED 15 MCDONALD RESTAURANTS FROM 1970 THRU 

1986.

THERE ARE SEVERAL REASONS THAT J BELIEVE INCREASING THE MINIMUM WAGE WILL 

HAVE LESS THAN THE DESIRED EFFECT ON THE WORK FORCE IN THE STATE.

1. AN INCREASE JN THE MINIMUM WAGE WJIL CAUSE EMPLOYER’S TO REDUCE 

AVAILABLE JOBS AND HOURS WORKED FOR THE LOWER SKILLED POSITIONS 

WHILE SHIFTING OF JOBS AND HOURS TO THE MORE SKILLED EMPLOYEES. 

THUS THE RESULTS OF THE INCREASE WILL PLACE MORE EMPLOYEES ON THE 

POVERTY ROLES.

2. NO RECOGNITION IS GIVEN TO THE INCOME OF MINIMUM WAGE EARNERS 

THAT THEY RECEIVE FROM TIPS. J EMPLOY APPROXAMATELY 50 INDIVIDUALS 

WHO RECEIVE TIPS AS ADDITIONAL INCOME FROM WORKING AT APPLEBEE’S. 

75% OF 1TIESE INDIVIDUALS ARE PAID $5.65 PER HOUR. IN ADDITION THEY 

RECEIVE AN AVERAGE $8.00 TO $10.00 PER HOUR IN TIPPED INCOME. TO 

INCLUDE THESE INDIVIDUALS IN THE MiNIMUN WAGE STATISTIC IS 

LUDICROUS. INCREASES IN THEIR MINIMUM WILL ONLY CAUSE A SHIFTING 

OF INCOME FROM THE LOV/ER SKILLED TO THE HIGHER SKILLED EMPLOYEE.



3. THE RESTAURANT INDUSTRY IS AN IMPORTANT EMPLOYER FOR FIRST TIME 

JOB SEEKERS. 1 HAD MY FIRST HOURLY PAID JOB AS A ‘'SODA JERK" IN A 

WEST SEATTLE DRUG STORE. 1 WOULD GUESS THAT 40 TO 50 % OF YOU WERE 

IN THE SAME BOAT. TO DECREASE THIS OPPORTUNITY TO THE ENTRY LEVEL 

EMPLOYEE IS COUNTER PRODUCTIVE TO EMPLOYMENT AND INCOME 

GROWTH.

THE ENTRY LEVEL. MINIMUM WAGE JOB, IS A SHORT LIVED POSITION FOR 

ANY EP.iPLOYEE WORTH HIS SALT. IN OUR COMPANY AND IN MY 

MCDONALDS EXPERIENCE A MINIMUM WAGE EMPLOYEE IS RAPIDLY 

ADVANCED WITHIN 3 TO 6 MONTHS. TO LIMIT THIS LOW SKILLED JOB 

POSITION IS A  DISSERVICE TO THE VERY GROUP THE MINIMUM INCREASE 

IS ATTEMPTING TO HELP.

4. NO ATTEMPT IS BEING MADE TO DIFFERENTIATE THE EFFECTS OF AN 

INCREASE IN THE MINIMUM WAGE AS IT EFFECTS THE JOBS OF THOSE 

EMPLOYED IN NOME VERSUS THOSE EMPLOYED IN ANCHORAGE. NOT ONLY 

WILL THE BUSH EMPLOYEE HAVE FEWER OPTIONS IF HIS LOW SKILLED JOB 

IS LOST BUT VERY LIKELY THE ADDITIONAL COSTS TO THE SMALL BUSINESS 

LOCATED THEIR WILL CAUSE MANY CLOSURES.

IN CLOSING THE EVIDENCE INDICATES THAT WORKERS WHO 1NTIALLY 

EARN NEAR THE MINIMUM WAGE ARE MOST ADVERSELY AFFECTED BY  

MINIMUM WAGE INCREASES. HIGHER-WAGE WORKERS, IN CONTRAST.

ARE LITTLE AFFECTED. ALTHOUGH WAGES OF LOW-WAGE WORKERS 

INCREASE, THEIR HOURS AND EMPLOMENT DECLINE. AND THE COMBINED 

EFFECT OF THESE CHANGES IS A DECLINE IN EARNED INCOME. 'ITUS 

MOVEMENT WH.L ONLY INCREASE THE POVERTY ROLES.

I URGE YOU TO REJECT ANY INCREASE IN THE MINIMUM WAGE AND



INSTEAD FOCUS ON WORK INCENTIVES TO INCREASE LOW SKILLED JOBS. 

THANK YOU FOR YOUR TIME.



Copy of testimony presented to Senate Labor and Commerce Committee 
February 22, 2001, by Pat Davidson, Legislative Auditor

The objective of the audit was to evaluate the workers’ compensation program and 
assess the agency’s administration, enforcement and functional application of the 
Alaska Workers Compensation Act.

The scope of the audit encompassed all major areas of the workers’ compensation 
program including administrative, reemployment benefits and adjudicatory 
sections, as well as the regulation of insurance companies by the Division of 
Insurance.

We found there was a major re-write of the workers’ compensation law in 1988. 
One policy goal was to reduce workers’ compensation costs. This goal has been 
met. Since FY 89 rates have been reduced by over 40%.

Injured workers were also to be protected by strict enforcement of the provisions 
of the Workers Compensation Act.

As a result of our audit we found that circumstances have developed that limit the 
protection provided to the injured workers. These circumstances include:

• Policing of uninsured employers is largely ineffective due to shortcomings in 
the divisions operations and the prosecutorial philosophy of the Department of 
Law.

• Sanctions against frivolous controversions have been rendered ineffective by 
the policies and practices of the Division of Insurance.

• In addition to these administrative and interagency coordination problems, in 
places where the statutes may lack clarity, they have been interpreted and 
applied to the benefit of the insurance companies. Specifically, when 
calculating penalties and penalty “forgiveness” provisions of the statutes, the 
Division of Workers’ Compensation does it in a manner that benefits insurance 
companies the most.

Meanwhile, provisions put in the 1988 statutes as part of a legislative desire to 
control, if not lower workers’ compensation insurance rates have, over time, 
become increasingly contrary to the interests of injured workers. Specifically:

• The caps on injury awards and burial costs set out in statute in 1988 have 
eroded over time by inflation.
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• The complexity of the disputed claims process has generally worked to the 
disadvantage of the injured workers who often cannot obtain appropriate 
representation.

• Constraints on the eligibility requirements for injured workers to qualify for 
retraining and reemployment benefits have proven to be overly restrictive.

This report contains 12 recommendations. The underlying themes to the
recommendations are:

• A re-balance of interests of the injured workers and the employers, and

• An increase in operational efficiencies and effectiveness of the Workers’ 
Compensation division.

Page 2 of 2
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Comments o f  the Alaska Division o f Insurance on the Legislative 
Audit Findings on the W orkers’ Compensation Program

Bob Lohr, Director

AS 23.30.155(o) provides: “ the board shall promptly notify the division o f 
insurance if the board determines that the employer's insurer has frivolously 
or unfairly controverted compensation due under this chapter. After 
receiving notice from the board, the division o f insurance shall determine if 
the insurer has committed an unfair claim settlement practice under AS 
21.36.125.”

Finding #6 of the legislative audit was:

The Department o f Community and Economic Development’s 
director o f the Division o f Insurance (DOJ) should implement 
policies and procedures that ensure timely enforcement o f insurer- 
compliance provisions o f the Workers’ Compensation Act.

The Alaska Division o f Insurance (DO!) responded:

The DO I agrees that AS 23 .30 .155(o) directs it to actively 
investigate frivolous controversion referrals by the AW CB. The 
DOI has developed investigative standards and time guidelines for 
doing so, and is now actively investigating insurer conduct in five 
cases referred by the AW CB. The DO I’s plan for prompt 
investigation o f pending and future referrals is discussed in 
Section I o f  this letter.

However, the DOI respectfully disagrees with the report’s 
interpretation o f the term “practice,” which is referenced in AS 
23 .30 .155(o), but is derived from and is an essential part o f the 
statutory language o f AS 21.36.125. For the reasons described in 
more detail in Section II below, the DOI believes that AS 
21.36.125, as interpreted by regulation, as well as court decisions 
and published commentary, requires repeated acts, not just a single 
incident, to constitute an unfair claims settlement practice. The 
report asserts on page 29 that this approach “is inconsistent with the 
legislature’s desire that frivolous controversions be strictly 
enforced.” I f  the D O I’s interpretation is inconsistent with the
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legislature’s desire to strictly enforce prohibitions on frivolous 
controversions, then the legislature should clarify this by changing 
the statute.

Senator Donley’s SB 177 resolved this problem by making a single unfair 
claims act, as opposed to a general business practice a violation o f AS 
21.36.125 (the Unfair Claims Practice Act). That act passed the legislature 
and took effect January 1 ,2001 .

As decisions o f  the Alaska Workers’ Compensation Board (AW CB) identify 
frivolous or unfair controversions that occurred after January 1, the 
Insurance Division’s enforcement o f referrals under 155(o) will be much 
more straightforward.

The division intends to review each case referred from the AW CB based on 
a finding of frivolous controversion to determine whether the facts o f the 
case establish a violation o f our 21.36.125. I f  rhey do, we will send a letter 
to the insurance company or the adjuster identifying this and inviting their 
reply. The goal will be to put a plan in place to eliminate future frivolous 
controversions by that company. If there is a recurrence, administrative 
action would be appropriate and the DOI will initiate this.
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2 /22/01

Dear Legislative Committee,

Thank you for this opportunity to speak with you today. My name is Barbara Williams I 
am the executive director of the Alaska Injured Workers Alliance. Wc have some 500 
members and process thousands of request for information yearly. Since wc serve these 
injured persons we feel that we have valuable insight for your committee members to use 
in Jicir efforts to understand workers compensation. As you may or may not know, 1 was 
personally active in requesting this audit and worked very hard to help the legislative 
audit division understand some of these complex issues. Wc have known from the 
beginning that workers have a hard time obtaining benefits as well as understanding this 
complex legal process. Many workers are affected, by this system statewide and we are 
grateful that the audit was done and the audit team worked so hard to come up with this 
fme report.

1. Alternate Dispute resolution could greatly assist workers. Workers who lose 
benefits and have no income during this loss would benefit from dispute resolution. It 
could potentially also be used in need for medical treatment and other payment issues for 
workers.

2. The latest law changes more mutually benefited insurers and again reduced 
benefits for workers. Workers are still earning below poverty level wages. The average 
worker on the low end received S20.00 and on the high end about 70.00. This still does 
not equal anything close to inflation or meaningful economic relief for workers. Workers 
waited 12 years for any start of adjustment. The other legislative changes made it much 
easier for the employer’s doctors to interfere or dictate care that workers will receive 
while injured. Rehabilitation benefits waivers are another issue. How arc workers to 
evaluate whether this benefit is of value or not. With out clear information on what these 
benefits could entail they will be unable to realize the benefits that they may be waiving.

3. We are still with out basic education for workers, and healthcare providers. All these 
parties are required to perform task yet there is no clear idea available to educate the 
parties as to their responsibilities. Complex legal issues for the regular worker is hard 
enough combine that with brain injuries, or mental health issues and the task are 
impossible for many. Since there are no clear numbers of how many people this 
affects the division should be more sensitive to the needs of unrepresented parties. 
Many workers have no idea how to pursue their rights much less whom the parties arc 
that they deal with. Many people lump Workers Compensation in to one 
conversation and many do not know the difference between their insurance 
companies and the State’s division office. By educating workers and healthcare 
provider education classes we have seen first hand that education is key to their 
success.
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The Alliance is the only organization providing education to workers and healthcare 
providers. The Alliance helps workers and healthcare providers understand their 
complex roles in the workers compensation system. The Alliance explains not only the 
law but also the process that has to be followed to receive the benefits. We make Title 23 
available to as many people as we can in written form. They have the rules and 
information needed to process their claims.
Wc serve the entire st,. 'e. Workers need more material, more money and more access to 
see that every worker in this state that would potentially be entitled to benefits has the 
necessary information to work with. That their providers have a clear idea of what their 
legal requirement arc and how to pursue them none of the new legislation begins to 
attempt to address this issue.

4. The AWCB should be using more proactive measures to see that uninsured 
employers pay benefits to those who arc entitled to them. Case in point Jerry 
Flock. His employer not only denied his benefits but also took a contract out 
on his life in order not to pay benefits owed. To this day Mr. Flock is still 
trying to not only receive benefits but also see that the slate pursues the claim 
against the employer for his misconduct in relation to this employee. The 
state has the ability to make the employer post bonds that could cover certain 
cost for employees. More should be done to see that employers are and stay 
insured. Again in the above referenced incident the employer was allowed to 
not insure 16 consecutive times, This is in no way acceptable.

5. Without sanctioning employers for failure to insure we are allowing these 
employers to basically not follow the lav/ and receive no consequences.

6. We should be holding the division of insurance accountable for assisting in 
the prosecution of uninsured employers. The division of insurance should be 
looking out better for these consumers.

7. Annual Reports: there is still a great need for information on the annual 
reports to have some sort of verification. Legal reporting requirements go 
unheralded by insurers and defense attorneys this misinformation does not 
adequately allow the legislature to appropriate proper funding for the AWCB.

8 -12 Assessing penalties needs to be addressed by the AWCB. Many insurers and 
employers laugh at the division because of the inadequate ineffective measures for 
penalties.



Kt'B-22-01 THU 04^3 PH ANO LEG lb' 1NEO (K FAX NO. 80V 2B9 (JEE9 P. 04

Overwhelming the audit concluded that the division of Workers Compensation works 
with insurers, employers and risk managers, the most critical part of the equation that is 
missing is tire worker and how it effects them. What are the repercussions of leaving 
them out of legislative ad hoc committees? Just the conclusion of the reduction in needed 
benefits for them and their families. We are to view these workers as an enlightened 
community not a community that no sensivity for the workers that have to survive on 
these benefits. Many insurance adjusters are really playing Russian Roulette with 
people’s lively hoods. It is not based on anything other than having more puli with the 
state’s division of workers compensation.

On page 19 “The legislature, as discussed in this section, achieved its policy objective of 
lower workers’ compensation cost. However in achieving this goal, a situation has 
developed due to a variety of circumstances that have left injured worker disadvantaged 
by the statute. Such circumstances, that we believe are an unintended by-product of the 
1988 amendments, have resulted in a situation where more consideration is provided to 
employers, and insurance companies than to injured workers.

Wc really need to assist workers in education and better laws to ensure their survival as 
victims of work related injuries.
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To: Senator Randy Phillips, Chair 
Senate Labor & Commerce Committee

From: Senator Bettye Davis

Date: April 17, 2001

RE: Request for Hearing, SB 132

I respectfully request a hearing for Senate Bill 132, Minimum Wage.

At $5.65 an hour, Alaska's present minimum wage is the lowest on the West Coast, 
eighty-five cents under the next lowest minimum wage. Alaska's minimum wage is tied to 
federal law. The state has not raised its minimum wage since 1959.

I ask for your support on this issue.
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WORK DRAFT WORK DRAFT WORK DRAFT

22-LS0395\C 
Cramer 
4/27/01

CS FOR SENATE BILL NO. 132( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-SECOND LEGISLATURE - FIRST SESSION

BY

Offered:
Referred:

Sponsors): S EN A TO R  DAV IS

A BILL 

FOR AN ACT ENTITLED

"An Act relating to minimum wages."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 23.10.065(a) is amended to read:

(a) Except as provided under (b) of this section, an employer shall pay to each 

employee wages at a rate of not less than the greater of 11) S6.90 an hour or 12) 

S1.00 [50 CENTS] an hour more [GREATER] than the prevailing federal minimum 

wage law for hours worked in a pay period, whether the work is measured by time, 

piece, commission, or otherwise. An employer may not apply tips or gratuities 

bestowed upon employees as a credit toward payment of the minimum hourly wage 

required by this section. Tip credit as defined by the Fair Labor Standards Act of 1938 

as amended does not apply to the minimum wage established by this section.

* Sec. 2. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

APPLICABILITY AND TRANSITION, (a) AS 23.10.065(a), as amended in sec. 1 

of this Act, applies to work performed beginning on January 1, 2003, and thereafter.

-1-
New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]

C S S B  132( )
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1 || (b) Notwithstanding the minimum wage amount established in AS 23.10.065(a), as

7 II amended in this Act, for work performed beginning on

3 || (1) January 1, 2002, through December 31, 2002, the minimum wage amount

4 || is the greater of $6.40 an hour or $1.00 an hour more than the prevailing federal minimum

5 || wage law; and
6 || (2) the effective date of this Act through December 31, 2001, the minimum

7 II wage amount is 50 cents an hour greater than the prevailing federal minimum wage law.

8 II (c) Notwithstanding AS 23.10.065(b) and (c), beginning on the effective date of this

9 || Act through December 31, 2002, an employer shall pay to each person employed as a public
10 || school bus driver wages at a rate of not less than two times the minimum wage established

11 II under (b) of this section for hours worked in a pay period, whether work is measured by time,

12 || commission, or otherwise. An employer may not apply fringe benefits as a credit toward

13 II payment of the minimum wage established under this subsection. An employer who contracts

14 || with the Department of Education and Early Development, a school district, or a regional

15 || educational attendance area to provide school bus transportation services is not required to

16 || adjust school bus driver wages under this subsection except when entering into or renewing

17 || the contract.
18 || (d) Beginning on the effective date of this Act through December 31, 2002, references

19 || in state law to the state minimum wage under AS 23.10.065 shall be considered to refer to the

20 || state minimum wage under (b) of this section.

C S S B  132( ) -2-
Alew T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]



A l a s k a  S t a t e  L e g i s l a t u r e

Set>aic 
H ea lth , E duca tio n  & 

Soc ia l Serv ices 
C om m itte e

Senate 
Labor &  Com m erce  

C om m itte e  
•

Senate 
State AHa irs 
C om m itte e

S e n a t o r  B e t t y e  D a v i s

li'ltlit' III Session
State C a p ito l 

Juneau, A laska W S O I 
(W71465-382:

F a x : (90714P5-3750

While in Anchorage
7lb  West 4th A vc . 

A nchorage . A laska d950l 
(‘107) 2b'J-(ll44 

tax: (407) :(ot.()|4S

Senate Bill 132 "A n  Act re la tin g  to M in im um  wage/

Sponso r S ta tem en t

A t  $ 5 .6 5  a n  h o u r A l a s k a 's  p r e s e n t  m in im u m  w a g e  i s  t h e  l o w e s t  o n  th e  
W e s t  C o a s t  j e ig h ty - f iv e  c e n ts  u n d e r  th e  n e x t  l o w e s t  m in im u m  w a g e .  A la s k a 's  
m in im u m  w a g e  i s  t i e d  to  fe d e r a l  la w . T h e  s t a t e  h a s  n o t  r a i s e d  i t s  m in im u m  
w a g e  s i n c e  1 9 5 9 .

T his bill w ould in su re  th a t  th e  m inim um  w a g e  w ould  rem ain  a t  50  c e n ts  
an  hour ab o v e  any  c h a n g e s  to  c u rre n t F ed era l Minimum W age Law  fo r th e  
rem a in d e r o f 2001 . If w ould th e n  in c re a se  th e  m inim um  w a g e  to  $ 6 .40  an  
hour on J a n u a ry  1, 2002 , fo llow ed by a  ra is e  to  $6 .90  a  y e a r  la te r .

W hile if d o e s  n o t inflation  proof th e  m inim um  w a g e  it d o e s  a t te m p t to  
a s s is t  m inim um  w a g e  e a rn e rs  to  provide food, c lo th in g  an d  h o u sin g  fo r th e ir  
fam ilies .
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M E M O R A N D U M April 17, 2001

SU B JE C T : Sectional Summary of Sectional summary of SB 132

T O : Senator Bettye Davis 
Attn: Richard Benavides

FR O M : Teresa B. Cramer 
Legislative Counsel

You have requested a sectional summary of the above-described bill. As a preliminary 
matter, note that a sectional summary of a bill should not be considered an authoritative 
interpretation of the bill and the bill itself is the best statement of its contents.

Section 1 of the bill amends AS 23.10.065(a), the state minimum wage law, to raise the 
minimum to $6.90 per hour.

Section 2 provides for transition to the new minimum wage set in sec. 1.
Subsection (a) directs that the new statutory wage rate set in bill sec. 1 applies to

work performed on or after January 1. 2003.
Subsection (b) provides for a transition to the new wage rate. For work 

performed during calendar year 2002, the minimum wage is $6.40. For work performed 
in calendar year 2001, the minimum wage is unchanged from the current statutory 
minimum wage (50 cents greater than the federal minimum wage).

Subsection (c) applies the transition wage rates set out in subsection (b) to the 
minimum wages of school bus drivers, set out in AS 23.10.065(b) and (c).

Subsection (d) applies to the transition wage rates to any references to state
minimum wages in the Alaska Statutes.

TC:jhb
01-047.jhb



Revision Date: Bill Version: S B  132

ANALYSIS: (continued)

Assumptions:

On average, m inimum wage ATAP recipients work 120 hours/month.

Currently, the average wage for ATAP recipients earning between $5.65 and $6.40 is $5.87/hour. The 
average monthly ATAP grant for these recipients is $593.

Effective January 1, 2002, 292 Temporary Assistance recipients will receive an earnings increase from 
$5.85/hour to $6.40/hour. The average monthly ATAP grant for these recipients is $555, a $38 decrease.

Effective January 1, 2003, 418 ATAP recipients will receive an earnings increase from $6.40/hour to 
$6.90/hour. The average monthly ATAP grant for these recipients is $518, a $75 .'.ecrease.

Calculations:

FY02 $38/month x 6 months x 292 recipients = $ 66,576

FY03 $38/month x 6 months x 292 recipients = 66,576
$75/month x 6 months x 418 recipients = 188,100

Total = $ 254,676

FY04-FY07 475/month x 12 months x 418 recipients = $ 376,200

P a g e  2 o f  2.
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B ill would boost minimum wage
By PA UL Q UEARY

I Associated Press Writer

I JUNEAU (AP) -- Alaska's m inim um  wage would increase under a 
House Republican's bill that partly echoes a proposal floated by Gov. 
Tony Knowles earlier this week.

The measure sponsored by Rep. Pete Kott, R-Eagle River, would boost 
the minim um  wage from the current $5.65 to $6.40 in 2002 and $6.90 in 
2003.

| "At least it brings that small group of individuals -  the working poor -- 
I up to a different level," said Kott. Although Knowles proposed a 
j m inim um  wage increase in his State of the State speech on Wednesday, 
Kott said he'd been thinking about the idea since his campaign for mayor 
of Anchorage last year.

I Kott, the powerful chairman of the House Rules Committee, said 
relatively few workers make the m inim um  wage in Alaska anyway. The 
state's minim um  wage is the lowest on the West Coast and often 

j becomes irrelevant in a tight labor market.

"I don't think it will have a dramatic impact on businesses and 
I employers," said Kott, who figures workers in the restaurant, tourism and 
fish processing businesses will see the most benefit.

| Employers of minim um -wage employees often oppose increases because 
they raise the cost of doing business.

It's difficult to tell just how many Alaskans earn the m inim um  wage 
because the state has no payroll tax, said Brynn Keith, a labor economist 
with the Department of Labor and Workforce Development.

A department survey during the fourth quarter of 1998 found that 5.5 
I percent of workers who are paid on an hourly basis -- about 14,000 
| people -- earned between $5.65 and $6.74 per hour, Keith said. Because



! the survey was conducted near the end of the year instead of during the 
busy summer fishing and tourist season, it could underestimate the 
number of m inim um -w age jobs, Keith said.

Kott's bill doesn't contain one part of Knowles' proposal -- automatic 
increases for inflation. Kott and other Republicans in the Legislature 

[ seem dubious about a law that would allow for open-ended increases.

A spokesman for Knowles said the governor, a Democrat, would 
continue to advocate a provision that would boost the m inim um  wage 

| automatically to keep up with inflation.

"It's a good start," said Bob King, Knowles' press secretary.

With Kott and other prominent lawmakers backing the measure, it may 
have a good chance in the Republican-controlled Legislature. Senate 
President Rick Halford, R-Chugiak, said he would support it.

! "We j.a-j oabysitters more than the m in im um  wage," Halford said.

I The bill was referred to the House Labor and Commerce committee, 
where Kott expects a hearing later this month.

.■nai Peninsula Online - Alaska NcwsBill would boost minimum wage 01vd\tfQ*yg://401/http:/Avww.peninsulacIario...=/3adfS/jaaa2l)263di'S511 AtNS-dvv-oi:^:^5.

Discuss this story in our Discussion Forum

E -rn ailth i& storytoafrien d

C o m m e n t s  o r  qu es t io n s?  C o n ta c t  th e  w e b  m a s te r at P e n in s u la  C la r io n

C o p y r ig h t e d  h v  P e n in s u la  C la r io n ,  a D iv is io n  o f  M o r r is  C o m m u n ic a t io n s  
P r iv a c y  a n d  term s o f  use .

Search text: m in im um  wage 
6/100

P r e v io u s
D o c u m e n t

S c o r c h
R e s u lt s

N o x t
D o c u m o n t

2 of 2 j r t o p o n t  d - . i . i  d m



: Kcnai Pcijinsula Online - Alaska NewsLa...inimum wage increase iniliativ<j'ft3jD(V§l//398/htlp://www.peninsulaclario...=/3adre/aaaa20263dfS51 l&NS-doc-olTsct=S«\ 

*

xj I Provious Soorch I Noxt
Document Results Document /

Search text: minimum wage
Collection: ken 2001 9/100

I of 3 4/19/2001 4:41 P M

Labor leaders pursuing minimum wage increase 
initiative

Alaska AFL-CIO leader Mano Frey is one of the sponsors of a proposed 
wage increase initiative that calls for increasing the m inim um  wage 
from the current $5.65 an hour to $7.15 an hour in 2003 and 
automatically adjusting it for inflation thereafter.

The measure, which was certified earlier this month by the Division of 
Elections, also would set Alaska's wage at $ 1 above the federal 
minimum.

Frey said labor leaders are going ahead with the ballot proposal because 
| two bills that would bump up the wage are stalled in the Legislature.

"We're concerned that the legislation seems to be mired down in the 
I Labor and Commerce Committee in the House," Frey said. "We'd like to 
add a little incentive to them to do the right thing."

| He said the state's m inim um  wage is the lowest on the West Coast and is 
| not high enough to keep a family of three out of poverty.

I Gov. Tony Knowles introduced a bill that would raise the wage to $6.40 
in October and then to $7.15 a year later. It calls for automatic increases 

I after that to reflect inflation.

I Rep. Pete Kott, R-Eagle River, introduced a bill that would raise the 
| m inim um  wage to $6.40 in 2002 and $6.90 in 2003. It would not

Web posted Friday, March 30, 2001

If labor supporters can gather about 29,000 signatures by early next year, 
the initiative would go on the November 2002 ballot.

P o w e r e d  B y

By C A TH Y  BR O W N
Associated Press W riter

JUNEAU (AP) — State labor leaders say they plan to take their case for a 
m inim um  wage increase to the voters instead of waiting for the 
Legislature to act.
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I provide automatic increases for inflation.

The governor's bill has had no hearings.

When Kott's bill was heard early in the session in Labor and Commerce, 
restaurant owners testified the bill could hurt their businesses and force 
them to lay off employees or cut benefits. It has not moved since.

I Committee Chairwoman Lisa Murkowski, R-Anchorage, said she's 
looking at a couple of issues that came up in those hearings.

One is the possibility of a tip credit, which would allow employers to pay 
I less to workers who make tips. It's a difficult issue, Murkowski said. 
Some people have said they will not support the bill without a tip credit,

I while others .efuse to consider the bill with a tip credit.

Murkowski said she's also looking at ways to make an existing provision 
that lets employers pay teen-agers less than the m in im um  more usable 
for employers.

She plans to bring the bill before the committee again before the session 
| ends, Murkowski said.

Frey said labor groups are going ahead with their initiative plans partly 
because they can't wait. They attempted to put a m in im um  w age hike on 
the ballot in 2000, but got a late start and fell short of collecting enough 
valid signatures.

I Labor advocates also hope the move might spur action in the Legislature, 
Frey said.

If the initiative's supporters collect enough signatures to put the measure 
on the ballot next fall, the only way the Legislature can keep it from 
going to voters is to pass substantially similar legislation.

I That gives legislators less flexibility than they would have this session if 
they want to pre-empt a ballot effort.
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P o w e r e d  B y Web posted M o n d a y ,  J a n u a r y  29, 2001

January 26: Peninsula Clarion on boosting 
Alaska's minimum wage:

In one of the first acts of the new legislative session, Gov. Tony Knowles 
presented his proposal last week to increase the state's m inim um  wage to 
$6.40 an hour. While the proposal likely elicited groans from the 
business community, it is an idea whose time has not only come, but is 
long overdue.

I The governor introduced his proposal or Jan. 17, nearly 200 years to the 
' day after Thomas Jefferson noted in his inaugural address that "a wise 
and frugal government... shall not take from the mouth of labor the bread 
it has earned.” While we have come a long way since then, the 

I quality-of-life issues that inspired Jefferson remain constant.

I We must ensure that every working Alaskan has the opportunity to earn a 
j decent, livable wage, the governor said in his introduction of the wage 
increase proposal during his State of the State address.

Opponents might contend that at its present level $5.65 an hour the 
I m in im um  wage in Alaska already is 50 cents an hour higher than the 
federal m inim um  and, therefore, should not be raised. But this is the 
worst kind of denial. In addition to pockets of the state being among the 
most expensive in the nation in which to live, Alaska's m inim um  wage 

I is 85 cents less than the next lowest on the West Coast.

Additionally, these are prosperous times. Our country's economy has seen 
| unprecedented growth in recent years. Alaska may be lagging a bit behind 
in general terms, but, as the governor noted in his speech, the state of our 
state is strong.

"We began this new century with more Alaskans working than ever 
before -- nearly 282.000 earning a record $9.5 billion. We've created 
more than 22,000 new jobs, and enjoy the lowest unemployment rales in 

I a generation. With three-quarters of all Alaska jobs in the private sector,
[ our economy is more diversified than ever.

I of 3 4/19/2001 4:39 P M
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behind."

"Hidden in all the econom ic good news is the gap between the haves and 
have nols, which, disturbingly, is widening nationwide even in these 
prosperous times. An increase in the m in im um  wage, while hardly 
leading to wealth, will help ensure that no one who wants to work is left

I Anyone tempted to dismiss the increase as unnecessary because it only 
I affects young and part-time workers should think again. According to the 
I A laska Departm ent o f Labor and W orkforce Developm ent,
I approximately 14,000 Alaska workers, 5.5 percent o f the states total 
I workforce, received hourly wages between $5.65 and $6.74 an hour.
I M ore than 70 percent o f those receiving m in im um  w ages are adults.

| A single parent working year-round in Alaska at m in im um  w age earns ;
| only two-thirds of the poverty level for a family of three and cannot hope 

to rise out o f poverty, Knowles said. These are disturbing facts that must 
change.

W e agree. The governor's bill makes good sense for everyone. It will give 
a shot in the arm to an already successful welfare-to-work program, 
which has helped reduce welfare rolls dram atically and saved the state 
$51 million in the last four years. At least as important, it will help 
provide fundamental dignity and respect and a decent quality of life for 
all who want to work.

If  his proposal is passed, as it should be, it would take effect Oct. 1, I
followed by an increase to $7.15 a year later. The w age would then adjust
annually to match inflation, increasing by pennies per year, the governor
noted, but helping to ensure that m in im um  w age earners don't lose
ground as they provide food, clothing and housing for their families.

Jefferson was aware, 200 hundred years ago, that a w ise and frugal 
government should never underestimate the importance of workers to the 
national identity. This is necessary, he said, to close the circle of our 
felicities. By pushing an increase in the m in im um  wage, Knowles is 
doing his part on the state level. After all, as he said, working for a 
m in im um  w age in Alaska should not mean a m in im um  quality of life.
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j Web posted M o n d a y ,  J a n u a r y  22, 2001

January 19: Anchorage Daily News on 
minimum wage legislation:

I There appears to be agreement in Juneau that Alaska's lowest-paid 
workers are due for a raise.

[ Democratic Gov. Tony Knowles has proposed a two-step incjease to 
$7.15, and then automatic increases tied to the Consumer Price Index.

| Republican Rep. Pete Kott of Eagle River has proposed a two-step 
increase to $6.90, with no CPI-linked raises.

[ Either way, we raise the floor for Alaska's lowest-paid workers, and that's 
good.

J Since Alaska's first year of statehood, the m inim um  wage here has been 
50 cents more than the federal m inim um , by law.

In 1959, that made a bigger difference than it does now. With the federal 
j m in im um  then at $1.00, most Alaskans could be paid no less than $1.50, 
or 50 percent more than low-wage workers Outside.

I Today, Alaska's m inim um  wage of $5.65 is less than 10 percent more 
than the federal m inim um  of $5.15. Here's how Alaska stacks up against 
the rest of the West Coast.

I --California, $6.75;

—Washington, $6.72;

I —Oregon, $6.50, and

—Alaska, $5.65.

"We pay baby sitters more than the m inim um  wage," said Senate 
President Rick Halford, saying he'd support an increase.

1 of 3 4/19/2001 4:45 P M
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I As Rep. Kott and others have pointed out, according to the latest 
available (1998) Department of Labor figures, only about 14,000 
Alaskans are classified as low-wage workers, in the range $5.65-$6.74.

I That's 5.5 percent o f all wage and salary workers.

W hat an increase in the minimum wage would do is take some of these 
workers closer to a living wage, That's closer -- not there.

State Labor Comm issioner Ed Flanagan said a decent minimum wage is 
I part of the social contract. An honest day's work should fetch an honest 
day's pay, no m atter how menial or unskilled the work in some people's 

| eyes.

The Departm ent of Labor says a single parent with two children working 
full time at the current $5.65 minimum w age will make $11,752, far 

[ below the federal poverty level of $17,690. Even at $7 an hour, that 
I parent will make only $14,560.

The governor's proposal to link yearly increases to the Consum er Price 
Index is intriguing. Essentially, minimum-wage workers would get 
raises to match cost-of-living increases. In terms o f purchasing power, 
these wouldn't be raises at all, but a means to keep many low-end 
workers and their families from sinking further below the poverty line.

| The state of W ashington is alone among the states in linking minimum 
wages to the Consum er Price Index. Voters there passed a 
minimum-wage initiative in 1998, and their first automatic increase just 
kicked in this month, raising the minimum by 22 cents to $6.72.

I That idea needs study, especially an evaluation o f W ashington state's 
I experience. But there's little dispute about w hether to increase basic 
minimums now.

I "An implicit moral code operates just under the surface o f our otherwise 
impersonal economy," former U.S. Labor Secretary Robert Reich said 

J during a 1996 battle to raise the federal minimum w a g e ." ... the vast 
[ majority o f the time, the vast majority of us are content to allow the 
I market to dictate who should get what, and how much.

Capitalism  works best when it is unfettered.

I "But there are times and there are conditions when we insist on a 
minimum standard o f fairness ...

"This implicit moral code stands for the simple proposition that anyone 
who works hard should earn at least enough to keep themselves and their 
im mediate families clothed, fed and sheltered."

IA fair minimum wage is one o f the ways we live by that code. Gov.
| Knowles' and Rep. K ott’s proposals are welcome.

2  o l ' 3 4/19/2001 4:45 P M



V

Peninsula Online - Alaska NcwsBill would boost minimum wage 01iM)WQ+yg://401/lmp:/Avww.peninsulaclario...=/3adf8/aaaa20263df851 l&NS-doc-ot't'sci=3A;

Search text: minimum wage
Collection: ken 2001 6/100

I Provious Soorch 1 Nnxt 1
J Document Results | Document /  |

Web posted S u n d a y ,  J a n u a r y  14, 2001

B ill would boost minimum wage
I By PAUL QUEARY
Associated Press Writer

JUNEAU (AP) -- Alaska's minimum wage would increase under a 
House Republican's bill that partly echoes a proposal floated by Gov. 
Tony Knowles earlier this week.

The measure sponsored by Rep. Pete Kott, R-Eagle River, would boost 
I the minimum wage from the current $5.65 to $6.40 in 2002 and $6.90 in 
12003.

"At least it brings that small group of individuals -- the working poor — 
up to a different level," said Kott. Although Knowles proposed a 
minimum wage increase in his State of the State speech on Wednesday, 
Kott said he'd been thinking about the idea since his campaign for mayor 

I of Anchorage last year.

Kott, the powerful chairman of the House Rules Committee, said 
I relatively few workers make the minimum wage in Alaska anyway. The 
state's minimum wage is the lowest on the West Coast and often 

I becomes irrelevant in a tight labor market.

"I don't think it will have a dramatic impact on businesses and 
I employers," said Kott, who figures workers in the restaurant, tourism and 
fish processing businesses will see the most benefit.

| Employers of minimum-wage employees often oppose increases because 
they raise the cost of doing business.

It's difficult to tell just how many Alaskans earn the minimum wage 
because the state has no payroll tax, said Brynri Keith, a labor economist 
with the Department of Labor and Workforce Development.

A department survey during the fourth quarter of 1998 found that 5.5 
I percent of workers who are paid on an hourly basis -- about 14,000 
people -  earned between $5.65 and $6.74 per hour, Keith said. Because
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the survey was conducted near the end of the year instead of during the 
busy summer fishing and tourist season, it could underestimate the 
number of minimum-wage jobs, Keith said.

Kott's bill doesn't contain one part of Knowles' proposal -  automatic 
increases for inflation. Kott and other Republicans in the Legislature 
seem dubious about a law that would allow for open-ended increases.

A spokesman for Knowles said the governor, a Democrat, would 
continue to advocate a provision that would boost the minimum wage 
automatically to keep up with inflation.

"It's a good start," said Bob King, Knowles' press secretary.

With Kott and other prominent lawmakers backing the measure, it may 
have a good chance in the Republican-controlled Legislature. Senate 
President Rick Halford, R-Chugiak, said he would support it.

"We pay babysitters more than the minimum wage," Halford said.

The bill was referred to the House Labor and Commerce committee, 
where Kott expects a hearing later this month.
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Questions and Answers About the Minimum Wage
U.S. P O L < § >

What is the new minimum wage?

The federal minimum wage increased to $5.15 an hour effective September 1, 1997. The federal minimum 
wage provisions are contained in the Fair Labor Standards Act (FLSA).

Why did the minimum wage need to be increased?

By 1996, the minimum wage adjusted for inflation was approaching a 40-year low. Inflation had largely 
wiped out the last increase in the minimum wage approved by Congress in 1989. That's why in August, 
1996 Congress passed and President Clinton signed into law a two-step increase, lifting the minimum wage 
from $4.25 to $5.15. The first part of that increase went into effect Oct. 1, 1996; today we are 
imDlementing the second step to bring the minimum wage to $5.15.

When was the federal minimum wage last increased? How often does it increase?

In 1989 a law was passed raising the minimum wage, in two steps, from $3.35 to $4.25. That increase was 
fully implemented on April 1, 1991. The minimum wage was still $4.25 when, last August, Congress and 
the President authorized another two-step increa:e to $5.15.

The minimum wage does not increase automatically -  Congress must pass a bill which the President signs 
into law in order for the minimum wage to go up.

Who makes sure workers are paid the minimum wage?

The Wage and Hour Division of the U.S. Department of Labor is responsible for enforcing the minimum 
wage. Using both enforcement and public education efforts, Wage and Hour strives to ensure that workers 
are paid the minimum wage.

The Wage and Hour Division has offices throughout the country. The phone numbers and addresses for 
these offices can be found in the federal government "blue pages" section of the telephone book under 
"Labor Department."

The Department of Labor's Internet web site also provides information about the minimum wage. Check 
out the "Minimum Wage" hot button at www.dol.gov.

Who will get a pay raise?

The minimum wage law (the FLSA) applies to employees of enterprises that do at least $500,000 in 
business a year. It also applies to employees of smaller firms if the employees are engaged in interstate 
commerce or in the production of goods for commerce, such as employees who work in transportation or 
communications or who regularly use the mails or telephones for interstate communications. It also applies 
to employees of federal, state or local government agencies, hospitals and schools, and it generally applies 
to domestic workers.

The FLSA contains a number of exemptions from the minimum wage that may apply to some workers. The
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law establishes a youth sub-minimum wage of $4.25 that employers can pay employees under 20 years of 
age during their first 90 consecutive calendar days of employment with an employer. The youth 
sub-minimum wage is not affected by the September 1, 1997 increase.

The Wage and Hour Division has a Handy Reference Guide to the Fair Labor Standards Act that explains 
how the law applies. Write to the nearest office of the Wage and Hour Division for a copy of the guide, or 
access it from the Department of Labor's Internet web site.

What happens if state law requires a different minimum wage that federal law?

Where state law requires a higher minimum wage, that higher standard applies.
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"Leddership's Tax Plan 
Reinforces I n e q u i t i e s  i n  
Hgalth.ao.d-Psp.sLQQ 
Coverage"
C en t e r  on  B udg e t  and  
Pol icy Pr ior it ies [10.26.00]

"State-bv-State Ana lys i s  
of I n c om e  T r e n d s " 
E co nom ic  Po l icy In s t i t u t e  
and  C en t e r  on  Budge t  and  
Pol icy Prior it ies [1.18.00]

"Dev i l  in t h e  Deta i ls ;  
Mini.mum-Wgge Careers" 
The American Prospect
[4.10.00]

"S o m e  Surp r is in g  Facts 
Abou t  M i n im u m  Wage  
Workers"
Nat i ona l  C e n t e r  for Pol icy 
Ana lys i s [11.9.99]

"Do In s t i t u t i o n s  Affect t h e  
W age  Structure?"
Jerome Levy  E co nom ic s  
In s t i t u t e  [12.99]

"Remadss.-hy-the-EEssi.deDl; on Welfare-to-Work 
Initiatives"
The  Wh i t e  House  Off ice o f  
the  Press
Secre tary  [12.25.99]

"A Living Wa.ge-W.itho.ut Inflation" 
by Robert  Ku t tn e r
[09.19.99]

"Eed.erai.Res.erve. Resea r.ch
D a i  i r-% A i

Latest Upda te  on Mininu.m_W.aqe 

Prev ious I n f o rm a t i o n  C om o i l e d  at EPN
Keeping Up with Inflation j Waging War 

Federal Legislation ! StatS-LsaiSlatiaa 
The  Living Wage Cam paign

T h e  L a t e s t  o n  t h e  M i n i m u m  W a g e
(by Chris Mooney, November 2000)

As recen t ly  as last Augus t ,  congress iona l  R epub l i c a n s  
and  the  W h i t e  House  s e em ed  c lose to a dea l  on ra i s ing 
the  federa l  m i n im u m  w age  f rom $5.15 to $6.15 an  
hour .  There's am p l e  e v i d e n c e  tha t  the  m ea su re  is 
n e ed ed  n ow  mo r e  than  e v e r  before: in S e p ' em b e r ,  the  
Nat i ona l  Low I n c om e  Hous ing  Coa l i t io n  re leased  a s t ud y  
f in d ing  t ha t  federa l  m i n im u m  wage  ea rners  are u n a b l e  
to pay  for "modest" two-bedroom hous ing  in a n y  co un ty  
in t h e  coun t ry .  W h i l e  R epub l i c a n  and  D emoc ra t i c  
rep resen ta t i ves  h a v e  fough t  o v e r  cont ras t in g  w a g e  h ike  
l eg is l a t ion ,  land lo rds  ha v e  appa ren t l y  no t b e en  so 
hes i t an t  ab ou t  rent h ikes .  I n d e e d ,  in O c to be r  
Ca l i forn ia's I ndus t r ia l  Wel fa re C om m i s s i o n  d e c id ed  to 
up  t he  sta te m i n im u m  wage  by $1 to $6.75 o v e r  t h e  
nex t  two years ,  w h i c h  wi l l  ex ceed  e v e n  t he  progress i ve  
m i n im u m  w ag e  s tandard  set by O regon  and  W ash i n g t o n  
($6.50).

But  s ince  s um m e r ,  t h e  Pres ident and  cong ress iona l  
R epub l i c a n  l eaders h a v e  found t h em se l v e s  in a b ud g e t  
batt le ,  a nd  m i n im u m  w a g e  l eg is la t ion  wi l l  l ike ly p rove  a 
casua l ty .  T h e  Pres iden t has th rea tened  to v e to  a 
R epub l i c a n  tax package  w h i c h  in c l u d ed  a m i n im u m  
w ag e  increase , b ecause  of o the r  aspects of  t h e  bi l l .  
Accord ing  to the  C en t e r  on Budge t  and  Po l ic y  Pr ior i t ies , 
h owe ve r ,  C l i n t o n  is r igh t to oppose  the  l eg is la t ion : 
Desp i t e  t h e  m i n im u m  w ag e  increase ,  the tax pa ckage  
wi l l  la rge ly  d is t r i bu te  w ea l t h  to the  up p e r  c lass.

W i t h  the  e le c t i on  n ow  qu ick ly  app roa ch in g  and  t h e  
federa l  b udg e t  no t  ye t f in is hed ,  it s e em s  un l i k e ly  tha t  a 
m i n im u m  w a g e  i nc rease wi l l  be a leg is la t iv e  pr ior i ty 
a n y t im e  soon ,  desp i t e  its popu lar i ty .

O n c e  a ga in ,  Cong ress  a n d  severa l  states are  deba t i n g  
the  idea  of  g i v i n g  the  l owest  pa id  workers a raise. T h e  
na t i o n  saw  its last w a g e  h ike in 1997 w h e n  Cong ress  
upp ed  a f ive-year-old $4.25 to $5.15 an hour .  S in c e
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, rsvmiuuu
F in a n c ia l  M arkets  C e n t e r  
[Q1.2000]

"N ew  F in d in g s  F rom  
O rego n  S u g g e s t  M in im u m  
W a g e  In c r e a s e s  C a n  Boost 
W a g e s  for W e lfa re  
R e c ip i e n t s .  M p v jn g J .o .
W o rk "
C e n te r  on  B u d g e t  a n d  
Policy Priorit ies [5.29.98]

"T h e  M in im u m  W a g e  C an  
Be R a ised :  L essons  from  
the  1999 L e v y  In s t i tu te  
S u rv e y  of S m a l l  B u s in e s s " 
J e ro m e  L e v y  E co n o m ic s  
In s t i tu te  [1999]

"R a is ing  th e  M in im u m  
W a g e :  An O v e r d u e  Pav 
Raise  for A m er ica 's  
W o rk in g  F a m i l i e s "
T h e  W h it e  H o use  Off ice  o f  
t h e  Press S ec re ta ry  
[3.8.2000]

"H o use  Reso lu t ion  3081" 
T H O M A S

"S en a te  Bill 625"
T H O M A S

"T h e  Rhetor ica l  E vo lu t ion  
of the  M in im u m  W a g e " 
Je ro m e  L e vy  E c o n o m ic  
In s t i tu te  [9.99]

"S pe c ia l  S e c t io n :  M ak ing  
Work P av"
T h e  A m e r ic a n  P r o s p e c t
[7.3.00]

"Ib.e_Ef£e.ct?.of.the. Li v in g  
WagfiJn-Baltimore"
E c o n o m ic  Po licy  In s t i tu te
[2.99]

A d d i t i o n a l  r e s o u r c e s :
A r t ic le s / s t u d ie s :

"T h e  Effect of M in im u m  
.W a g e  o n . T A .N E _C es .e jQ .ad s"

Jo int C e n t e r  for Po licy

th en ,  th e  coun try 's  e c o n o m ic  e x p a n s io n  has  
a c c e le ra te d ,  bu t  w a g e s  a t  th e  low  e n d  of t h e  p a y  s ca le  
do no t  ref lect  th e  b o o m .  A p o p u la r  is su e  a m o n g  vo te rs ,  
th e  m in im u m  w a g e  a lso  falls v i c t im  to e le c t io n  t ides ,  
a n d  th e  p res id en t ia l  ra ce  is c e r ta in ly  s t irr ing  u p  th e  
w aters .

K e e p i n g  U p  w i t h  I n f l a t i o n
P roponen ts  of t h e  m in im u m  w a g e  h ike  f ra m e  th e  
d e b a te  as a n  o p p o r tu n it y  to h e lp  t h e  w o rk ing  poor  
m a k e  u p  for th e  e a rn in g s  d e p r e c ia t io n  th e y  h a v e  
e x p e r ie n c e d  o ve r  th e  pas t  d e c a d e .  In s t i t u t e d  n a t io n a l ly  
in 1938 at 25 c en ts  p e r  hour, $5.15 p e r  h o u r  is a 
c o n s id e ra b le  im p r o v e m e n t  from  62 y e a rs  ago , b u t  it 
hasn 't  k ep t  p a c e  w ith  t h e  r is ing cost o f l i v i n g . As s o m e  
e co n o m is ts  h a v e  po in ted  out, real w a g e s  for p e o p le  at  
th e  bo ttom  of th e  pay  s ca le  h a v e  a c tu a l ly  d e c re a s e d  
w h e n  in f la t ion  is taken  into  co n s id e ra t io n .  T h is  t r e n d  is 
ref lected  in t h e  g ro w in g  g a p  b e tw e e n  th e  r ich  a n d  th e  
poor, in w h ic h  th e  p rosperous  are  re ap in g  m o s t  o f t h e  
bene f its  of e c o n o m ic  g row th .

For e x a m p le ,  a r e cen t  a n a ly s is  c o n d u c t e d  b y  th e  
E c o n o m ic  Policy In s t itu te  a n d  th e  C e n t e r  on Budget and 
Policy Priorit ies s h o w s  th a t  s ta te  i n c o m e  in e q u a l i t y  
c o n t in u e d  to g row  in th e  1990s d e s p i t e  e c o n o m ic  
e x p a n s io n  a n d  t igh t  labor  m arke ts .  F ro m  th e  la te  1980s 
to th e  late 1990s, two-th irds of s ta tes  s a w  th e ir  i n c o m e  
g aps  in c r ea s e  s ig n if ic a n t ly  b e tw e e n  t h e  top 20 p e r c e n t  
of fa m i l ie s  a n d  th e  bo ttom  20 pe rcen t ,  c o n t in u in g  a 
trend  tha t  b e g a n  in th e  1970s.

EPI E co n o m is t  Jared B erns te in  no tes , "The s trong  
e c o n o m ic  g row th  in th e  U .S . resu lts  from  th e  
co n t r ib u t io ns  of p e o p le  in all w a lk s  of life, from  laborers  
to co rporate  e x e cu t iv e s .  T h e  fact tha t  m a n y  fa m i l ie s  are  
no t s h a r in g  th e  resu lt ing  p rosper ity  s ta n d s  as  o u r  
nat ion 's  m o s t  ser io us  e c o n o m ic  p ro b lem ."  Most  
s tart l ing ly ,  for th e  U.S . as  a w h o le ,  th e  a v e ra g e  i n c o m e  
of fam i l ie s  in  th e  top  20 p e rc e n t  of th e  i n c o m e  
d is tr ib u t io n  now  s tand s  at m o re  th a n  10 t im e s  th e  
i n c o m e  of th e  poorest 20 pe rcen t .

W a g i n g  W a r
C r it ics  a rg u e  tha t  in c rea s in g  t h e  m in im u m  w a g e  do es  
not s o lv e  th e  w e a lth  g a p  p ro b le m  s in c e  th e  m in im u m  
w a g e  is little m o re  th an  an  "entry- level"  w a g e  — not  
o n e  th a t  su s ta in s  a w orker  o v e r  m a n y  yea rs .  B u t  as  
John S c h m it t  reports  in T h e  A m e r ic a n  P r o s p e c t . A p .il
10. 2000, a r e cen t  g o v e r n m e n t  s tu d y  su g g es ts
o th e rw is e .  T h e  s tu d y ,  en t it le d  " M in im u m  W a g e  
Careers?" fo l low ed  y o u n g  p e o p le  for u p  to 10 yea rs  
after t h e y  f in is h ed  h ig h  schoo l.  In  th o se  ten  y ea rs  
re sea rchers  found  tha t  13.2 p e r c e n t  o f all w o rkers  had  
s p e n t  ha lf  o r  m o re  of th e ir  ca ree rs  w ith in  $1.50 of th e  
m in im u m  w a g e .  T h u s ,  th e  report c o n c lu d e s  tha t  
leg is la t io n  affect ing  th e  m in im u m  w a g e  c a n  h a v e  
"non-neg l ig ib le  effects on  th e  l if e t im e  o p p o r tu n it ie s  of a
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K easea rch
[7.00]

"T h e  Im p a c t  o f  the  
M in im u m  W a g e ;  H ig he r  
w a g es ,  low -w age  m a rk e t
m a in tained"
E c o n o m ic  Po licy  In s t i tu te
Br ief ing  Paper
[6.00]

"Finally, Real Wage .Gain?;. 
Lower unemployment. 
h ig h e r  m in im u m  w a g e  
s p u r  re cen t  w a g e  g ro w th "
E c o n o m ic  Po licy  In s t itu te  
I s s u e  Brief #127
[7.17.98]

"The  N ex t  S tep :  T h e  n ew  
m in im u m  w a g e . in c r e a s e  
a n d  th e  o ld o p p o s i t io n "
E c o n o m ic  Po licy  In s t i tu te  
Is s u e  Br ief #130.
[4.27.99]

"Low -W age  W orkers  
D e se rv e  Pav R a is e " 
T h o m a s  R. M ich l  
A lb a n y  T im e s  U n ion
[5.21.99]

T h e  proposed  federa l 
m in im u m  w a g e  in c rea se  
from  $5.15 an  ho u r  to 
$6.15 w o u ld  b en e f it  
w ork ing  w o m e n ,  a c co rd ing  
to th e  E c o n o m i c  P o l i c y  
I n s t i t u t e .  T h is  
Se ptember 1.9.9 9-iep.o.rt
found  th a t  58 p e r c e n t  of 
th e  11.8 m i l l io n  w orkers  
w h o  w o u id  r e c e iv e  a p a y  
ra ise a re  w o m e n .  A lm o s t  
o n e  m i l l io n  of th e s e  
w ork ing  w o m e n  are  s in g le  
m othe rs .

W e b  L in k s :

Assoc ia t ion  of C o m m u n i t y  
Organ izat ions for Reform 
MowIAC.QRNj

Homepage
B ureau  of Labor  Stat ist ics

significant minor i t y  of worke r s . "

In  a s im i la r  v e in ,  th e  
asks w h y  th e  m in im u m  w a g e  is worth  s ig n if ic a n t  p u b l i c  
d e b a te  if, as cr it ics  n o t e , t h e  w a g e  o n ly  affects a s m a l l  
s e g m e n t  of th e  labor  force. In  a D e c e m b e r  1999 po l icy  
b r i e f , th e  In s t i tu te  co un te rs  th a t  th e  m in im u m  w a g e  
does  in fact affect t h e  en t ire  w a g e  sca le ,  not j u s t  tho se  
work ing  at th e  m in im u m  w a g e .  M oreover ,  th e  g ro u p  
a d d s  th a t  th e  w a g e  is pa r t icu la r ly  im p o r ta n t  in s ta tes  
w ith  right-to-work law s  -- p la ces  w h e r e  e m p lo y e e s  can  
op t  o u t  of u n io n s  a t a n y  t im e .  T h e  b r ie f  s h o w s  th a t  
w orkers  in th e se  s tates  h a v e  a h ig h e r  p ro ba b i l i t y  of 
ea rn in g  th e  m in im u m  w a g e  than  those  in o n e s  w ith  a 
h ig h  leve l  of u n io n iza t io n ,  e v e n  w h e n  ed u ca t io n a l  a n d  
m a rk e t  factors are  a c c o u n te d  for.

M a n y  cr it ics ad d ,  h o w eve r ,  tha t  unsk i l le d  w orkers  m a y  
not s e e  th e  benef its  of tha t  m i n im u m  w a g e  s in c e  t h e y  
can 't  j u m p  on  th e  e c o n o m ic  la d d e r  in th e  first p la ce :  
h ig h e r  w a g es  o n ly  fu r ther  p r ice  t h e m  o u t  of t h e  m a rke t .  
Particu lar ly  w ith  P res ident  .C l in t o n ’s p rom o t io n  of 
"welfare-to-work" p ro g ram s  sponso red  b y  t h e  p r iv a te  
sector, f irms are m a k in g  n o is e  a b o u t  e m p lo y in g  
low-skil led workers a t h ig h e r  w a g es .  As th e  U .S . 
C h a m b e r  of C o m m e r c e  no tes , "A ra ise in th e  m in im u m  
w a g e  w il l b e  d irec t ly  co un te r-p ro du c t iv e  to th a t  effort 
[of on-the-job tra in ing  of fo rm e r  w e lfa re  re c ip ien ts ]  for 
th e  s im p le  reason th a t  a m a n d a t e d  in c r ea s e  in sa la ry  
r e q u ir e m e n ts  w il l d r iv e  e m p lo y e r s  to h ir e  better-skil led  
w orkers- typ ica l ly  not those  in d iv id u a ls  a t t e m p t in g  to 
trans it ion  from w e lfa re  to work."

Crit ics  a lso a rg u e  th a t  ra is ing  th e  m in im u m  w a g e  forces  
em p lo ye rs ,  pa rt icu la r ly  sm a l l  b u s in e s se s ,  to lay  off 
s o m e  of th e ir  workers, a p h e n o m e n o n  o ften  ca l le d  th e  
d is e m p lo y m e n t  e f f e c t  . R e p u b l i c a n s  a nd  b u s in e s s  
p ro ponen ts  c la im  th a t  ra ises in th e  m in im u m  w a g e  
s ty m ie  th e  c rea t ion  o f  n e w  jo b s .  W h i le  th e  m o s t  re c en t  
m in im u m  w a g e  in c rea ses  h a v e  not d a m p e n e d  jo b  
grow th ,  cr it ics a lso  q u es t io n  w h e t h e r  th e  im p l ic a t io n s  of 
t h e s e  ra ises h a v e  b e e n  d e la y e d  unt il  th e  e c o n o m y  
beg in s  to sour.

In  "A L iv ing  W a g e  W ith o u t  In f la t io n ." A m e r ic a n  P rospect  
Co-Ed itor Robert K u t tn e r  w o n d e rs  w h e t h e r  ra is ing  
w a g e s  rea l ly  forces e m p lo y e r s  to lay  off workers ,  
po in t ing  ou t  th a t  h ig h e r  w a g e s  a nd  b e tte r  b ene f its  co u ld  
en su re  g rea te r  e m p lo y e e  loya lty .  Plus, '<Tittner e x p la in s  
th a t  if th e  Federa l R e se rve  a l low s  t h e  e c o n o m y  to  
suppo r t  full e m p lo y m e n t  — e s sen t ia l ly  th e  s itu a t io n  w e  
cu rren t ly  e n jo y  -- e m p lo y e r s  w ill be  forced  to abso rb  
th e  h ig h e r  w a g e s  in o rder  to a ttra ct workers .

T h e  F in an c ia l  Markets C e n te r  w o u ld  c o n c u r  w ith  
Kuttner .  In  its federa l .-Reserve  Rese a r ch  .R o u n d u p  for 
th e  First Q ua r te r  of 2000, th e  c e n te r  w r ite s  th a t  
e m p lo y e r s  m a y  a c tu a l ly  f ind it e a s ie r  to fill j o b s  as a
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• T h e  E c o n o m ic  O p p o r tu n it y  
I n st itu te , b a s ed  in 
W a s h in g to n  s ta te , has  
l inks to s ta t is t ics  a b o u t  
t h e  m in im u m  w a g e  a n d  a 
rebutta l of a r g u m e n t s  
a g a in s t  an  in c rea se .

T h e  E c o n o m ic  Policy  
In s t itu te 's  Is s u e  G u id e  
p ro v id es  b road  c o v e r a g e  
of th e  m i n im u m  w a g e  w ith  
m a n y  l inks to resources  
across th e  W e b .

In f la t ion  C a lc u la to r  
B ureau  of Labo r  S tat is t ics

T h e  U .S . C h a m b e r  of 
C o m m e r c e

resu lt  of a r is ing  m in im u m  w a g e .  W it h o u t  th e  p ro d d in g  
of th e  federa l g o v e r n m e n t ,  t h e  c e n te r  says , f irm s  are  
r e lu c tan t  to ra ise w a g e s  a t  th e  bo ttom  for fear  of 
tr ig g er ing  b road-based  p a y  h ikes . At th e  s a m e  t im e ,  
m a n y  e m p lo y e r s  f ind  it d iff icu lt  to k e e p  en try- le ve l  
pos it io ns  f i l led s in ce  e m p lo y e e s  th ink  th e ir  sk i l ls  a re  
w orth  th an  m in im u m - w a g e  pa y .  T h u s ,  o n c e  w a g e s  are  
ra ised  b y  m a n d a t e ,  e m p lo y e r s  m a y  b e  b e t te r  a b le  to 
attra ct w orkers  to take  a n d  k ee p  th e se  jo b s .

Boost ing  th e  m in im u m  w a g e  to at  least k e e p  p a c e  w ith  
in f la t ion  b e c o m e s  in c r e a s in g ly  im p o r ta n t  as m o re  and  
m o re  p e o p le  l e a v e  w e lfa re  s y s te m s  to f ind  work . T h e  
C e n te r  on  B u d g e t  a nd  Po licy  Priorit ies fo und  tha t  a 
m in im u m  w a g e  in c rea se  in O rego n  p ro v id ed  a h ik e  in 
ea rn in g s  for p e o p le  try ing  to e n te r  th e  w o rk fo r ce . U s ing  
in fo rm a t io n  from  th e  state's w e lfa re  a g e n c y ,  t h e  C e n t e r  
fo und  th a t  in c r ea se s  to $5.50 an d  $6.00 p e r  h o u r  had  
an  im p a c t  on  th e  e a rn in g s  of p e o p le  tr y ing  to g e t  off 
p u b l i c  a s s is ta n c e  — p e o p le  w h o  often e n d  u p  on  th e  
bo ttom  rung s  of t h e  in c o m e  s ca le .  For e x a m p le ,  in 1997 
n ea r ly  o n e  th ird  of fo rm e r  w e lfa re  re c ip ie n ts  w e re  
m a k in g  th e  m in im u m  w a g e  of $5.50.

M oreover , th e  c e n te r  c o n c lu d e d  th a t  m in im u m  w a g e  
in c rea ses  d id  not a d v e r s e ly  affect t h e  a v a i la b i l i t y  of 
jo b s .  T h is  w a s  in d ica ted  by  th e  g row th  -- not d e c l in e  — 
of e m p lo y m e n t  in t h e  reta il sector, w h ic h  is c o n s id e re d  
th e  m o s t  v u ln e r a b le  to w a g e  f lu c tua t ion s ,  a n d  th e  h ig h  
proport ion  of fo rm er  w e lfa re  r e c ip ien ts  w h o  w e re  a b le  to 
find work .

R e ce n t  s u r v e y s  of sm a l l  b u s in e s s e s  b y  th e  J e ro m e  L e w  
E co n o m ic s  In s t i tu te  s u ppo r t  th e  a r g u m e n t  th a t  th e  
e c o n o m y  cou ld  h a n d le  a n o th e r  in c rea se .  In  a 1998/99 
s u r v e y , m o s t  sm a l l  b u s in e s s e s  sa id  th e  1997 in c r e a s e  to 
$5.15 d id  not c h a n g e  th e ir  e m p lo y m e n t  p ra c t ic es .  I n  a 
m o re  re c en t  s u rv e y ,  o n ly  13 p e rc e n t  of b u s in e s s e s  sa id  
a ra ise  to $6.00 an  h o u r  w o u ld  affect th e ir  h ir ing  
de c is io n s ,  a l t h o u g h  39 p e rc e n t  in d ic a ted  a h ik e  to $7.25 
pe r  h o u r  w o u ld  h a v e  m o re  im p a c t .

F e d e r a l  L e g i s l a t i o n
At th e  federa l le ve l,  P res iden t  C l in to n  a n d  o the rs  h a v e  
prap-osed i n c r e a s in g  _tbe . m i n i m um  -wage, to $6.15 an  
h o u r  o v e r  a tw o-year  pe r iod .  T h e  ra ise w o u ld  affect
11.8 m i l l io n  peop le ,  or 10.1 p e r c e n t  of th e  workforce , 
ac co rd in g  to EPI. T h a t  ra ise  w o u ld  m e a n  an  ex tra  $2000 
per  y e a r  in th e  po ckets  of m in im u m - w a g e  e a rn in g  
A m er ic a n s .

R e p u b l i c a n s ,  m e a n w h i l e ,  a re  a t t e m p t in g  to l ink  tax  
breaks  for b u s in e s s e s  a n d  r ich e r  A m e r ic a n s  w ith  
m in im u m  w a g e  leg is la t ion .  R e p u b l i c a n s  a sse rt  th a t  tax  
breaks  offset th e  costs  of a h ig h e r  m i n im u m  w a g e ,  
w h ic h  m a n y  in th e  G O P  co n t e n d  w il l  l im it  t h e  n u m b e r  of 
n e w  jo b s  c r ea te d  a n d  s t y m ie  n e w  in v e s t m e n t  -- "tax
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re l ie f to c u sh io n  th e  b low," as bill spo n so r  
R e p re s e n ta t iv e  R ick Laz io  (R-NY) d e s c r ib e s .  H o u s e  
R eso lu t ion  3081, passed  M arch  9, 2000, in c r e a s e s  th e  
m in im u m  w a g e  by  $1 o v e r  tw o  years , b u t  cu ts  ta x es  by  
$122 b il l ion  o ve r  10 years .  T h e  tax cu ts  in c lu d e  a 
n u m b e r  of sm a l l- bu s in e ss  o r ien ted  m e a s u re s ,  b u t  m o r e  
controve rs ia l ly ,  a redu c t io n  of th e  top e s ta te  tax  rate  
from  5 5 %  to 4 8 %  by  2004.

Q u ick  to cr it ic ize  th ese  tax  cu ts  are  po l icy  o rg a n iz a t io n s  
s u ch  as C it iz en s  for Tax  Just ice  . t h e  C a m p a ig n  for 
A m er ica 's  F u t u r e , a nd  th e  E c o n o m ic  Po licy  In s t i tu te .  A 
CTJ/EPI re lease  no tes  tha t  th e  bill offers $11 in 
u p p e r- in co m e  tax breaks  for e v e r y  $1 in w a g e  h ik e s  for 
low  ea rners .

Four  m o n th s  prior to th e  H o use  bill, th e  S e n a te  p a sse d  
its ow n  ve rs io n  of m in im u m  w a g e  leg is la t ion ,  S. 625. on  
N o v e m b e r  9, 1999. C o n ta in in g  $18.4 b i l l ion  in tax  
breaks, th e  leg is la t ion  ra ises th e  m in im u m  w a g e  b y  $1 
o ve r  38 m o n th s .  T h e  tw o  b il ls  are  n o w  a w a it in g  a 
H ouse- S ena te  co n fe ren ce  a g r e e m e n t .  Bu t  rega rd le ss ,  
t h e  P res iden t  has  v o w e d  to ve to  t h e  b ills, a n d  
fu r th erm ore ,  a n y  m in im u m  w a g e  leg is la t ion  th a t  isn't 
"clean" a n d  "stra ightforward ."

S t a t e s  o n  t h e  D e b a t e
W h i le  W a s h in g to n  po l it ics  c o n t in u e  to th w a r t  p a s s a g e  of 
na t io na l  m in im u m  w a g e  leg is la t ion ,  ten  s ta te  
g o v e r n m e n t s  a nd  th e  D is tr ic t  of C o lu m b ia  h a v e  
m a n a g e d  to pu t  d if fe rences  a s id e  a n d  pu l l  t h e  w a g e  
a b o v e  $5.15 pe r  hour . Most recen t ly ,  R h o d e  I s la n d  se t  
its m in im u m  w a g e  at $6.65 b e g in n in g  in S e p t e m b e r  
2000, w h i le  n e ig h bo r in g  M assa chu se t ts  w il l s e e  $6.75 
start ing  in Ju ly 2001. T h e  e ig h t  o th e r  s ta tes  w ith  w a g e s  
a b o v e  th e  na t iona l m in im u m  are  A laska , C a l i fo rn ia ,  
C o n n e c t ic u t ,  D e la w a re ,  H aw a i i ,  O rego n ,  V e r m o n t  a n d  
W a s h in g to n .

T h e  L i v i n g  W a g e
As O ren  M. L e v in - W a ld m a n  of t h e  J e ro m e  L e v y  
E c o n o m ic  In s t itu te  po in ts  ou t  in "The R he to r ica l  
Evo lu t io n  of th e  M in im u m  W age ,"  ea r ly  a r g u m e n t s  for 
th e  m in im u m  w a g e ,  in th e  la te  19th c en tu ry ,  c e n te r e d  
a ro un d  d ig n it y  for w a g e  labor  a nd  th e  a b i l i t y  to be  
e c o n o m ic a l ly  in d e p e n d e n t .  In  th e  h u n d r e d  y e a rs  s in c e  
th en ,  th e  d in  of W a s h in g to n  po l it ics  h u s h e d  th a t  l in e  of 
r eason ing ,  b u t  th e  l iv in g  w a g e  m o v e m e n t  is h o p in g  to 
c le a r  th e  a ir  a nd  refocus  th e  d e b a t e  on th e s e  b a s ic  
a rg u m e n ts .

T h e  Assoc ia t ion  of C o m m u n i t y  O rg a n iz a t io n s  for Re fo rm  
N o w  (ACORN), th e  nat ion 's  largest o rg a n iz e r  of 
l iv in g - w ag e  c a m p a ig n s ,  d e s c r ib e s  th e  c o n c e p t  b e h in d  
th e  m o v e m e n t  s im p ly :  "Our l im ite d  p u b l i c  do l la rs  
sh o u ld  no t b e  s u b s id iz in g  po ve rty- w age  work ."  I t  
fo llows th e n  th e se  local o rd in a n ce s  re q u ir e  p r iv a te
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b us in e s s e s  that b ene f it  from p u b l i c  m o n e y  to p a y  th e ir  
w orkers  a l iv ing  w a g e .  More con trovers ia l  a re  th e  e x a c t  
de f in it io n s  of "pub lic  m oney"  a nd  " l iv ing  w a ge ."  
H o w eve r ,  e x a m p le s  of those  fa ll ing u n d e r  th a t  
desc r ip t io n  in c lu d e  la rge contractors , non-profits w h o  
r e c e iv e  tax  breaks ( in c lu d in g  un ive rs it ie s ) ,  a n d  o th e r  
e c o n o m ic a l ly  s u bs id iz ed  o rgan iza t ion s .  A nd  for m ost ,  
th is  l iv in g  w a g e  m e a n s  p a y  e q u iv a le n t  to th e  po ve r ty  
l in e  for a fam i ly  of four, a l th o u g h  m o re  re c en t  
c a m p a ig n s  h a v e  b rough t  m u c h  h ig h e r  w a g e s ,  h ea lth  
ca re  benef its , and  suppo rt  for u n io n  o rgan iz ing .

T h e  A m e r ic a n  P r o s p e c t  reports that, s in c e  1994, 41 
local g o v e rn m e n t s  h a v e  passed  s o m e  sort of 
l iv in g - w ag e  leg is la t ion . A sp e c ia l  issue of th e  m a g a z in e  
en t it le d  "Making Work Pav" s p e n t  t im e  on  th e  l iv in g  
w a g e ,  a s u b je c t  w h ic h  Robert  K u t tn e r  ca l ls  "the m o s t  
in te res t in g  (and underrepo r ted )  grass-roots en te rp r is e  
to e m e r g e  s in ce  the  c iv i l  r ights  m o v e m e n t ."  He  adds ,  "It 
s ig n a ls  a r e su rg en ce  of local a c t iv is m  a ro un d  
pocketbook  issues."

A CO R N  sa w  its first m a jo r  l iv in g- w age  w in  in B a lt im o re  
in 1994. S in ce  th en ,  c it ies  s u ch  as Boston, O a k la n d ,  
an d  M in n e a p o l is  h a v e  e n a c te d  s im i la r  o rd in a n c e s .  
R esea rch  on th e  effect of th e  l iv in g  w a g e ,  h o w e ve r ,  
c o n t in u e s  to cen te r  on  B a lt im o re  s in ce  it p ro v id e s  th e  
lo nges t  per iod  of t im e  for g a th e r in g  da ta .  A s tu d y  d o n e  
in F eb rua ry  1999 by  EPI a nd  carr ied  ou t  b y  re sea rchers  
at Johns  Hopk ins  U n ive rs ity  co n f irm s  tha t  th e  B a lt im o re  
l iv in g  w a g e  o rd in a n ce  has  had  a d ire c t  po s it iv e  im p a c t  
on a re la t ive ly  m o d e s t  n u m b e r  of w orkers  w ith o u t  
s ig n if ic a n t  f inanc ia l  cost to t h e  c ity . D e sp ite  th e  
a p p a re n t  su c ce s s  of th e  leg is la t ion , th e  s tu d y  f inds  th a t  
th e  C ity  m a y  a lso be  fa i l ing  to su ff ic ien t ly  im p l e m e n t  
th e  o rd in a n ce .

T h e  l iv in g  w a g e  batt le  c o n t in u e s  as m o v e m e n t s  in s u ch  
m a jo r  c it ies  as Ph i lad e lph ia ,  D e n v e r ,  a nd  D a l la s  g a in  
s te a m .  A nd  as long as lo ca lit ies  carry  h e a l th y  b u d g e ts  
thank s  to a strong e c o n o m y ,  th is  issue  is su re  to s tay  
on  th e  front burner .

home I id.efl_oentr.ai
W r i t t e n  a n d  c o m p i l e d  b y  M i c h a e l  T a l i s  a n d  

L a u r a  M a g g i  f o r  t h e  
E lectronic  Policy N e tw o rk .
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V
S M A L L  B U S I N E S S  H A N D B O O K

U .S . D O L  4p Wage, Hour and Other Workplace Standards

M in im um  W a g e  and O v e r t im e  Pay
Accessibility Information D isc la im er Updated: February 12, 2001

Fair Labor Standards Act of 1938. as Amended 
(29 use §201 e t s e q . ;  29 C F R  510-7941 

Who is Covered

T h e  Fa ir Labo r S ta nd a rd s  Act (FLSA) e s ta b l is h e s  m in im um  w ag e , o ve r t im e  pay , record-keep ing 
a n d  ch i ld  la bo r s tanda rds  that affect o v e r  100 m i l l io n  full- a n d  part-time workers  in th e  pr iva te  
sector a n d  in federa l , state a n d  lo ca l g o ve rnm en ts .

T h e  Act a p p l ie s  to en te rp r ise s  that h a v e  em p lo y e e s  w h o  are  e n g a g e d  in in tersta te c om m e r c e ,  
p rodu c in g  g o o d s  for interstate c om m e r c e ,  or h a nd l in g , se l l in g  or work ing  o n  g o o d s  or m a te r ia ls  
that h a v e  b e e n  m o v e d  in or p ro d u c e d  for interstate c om m e r c e .  Fo r m os t f irms, a n  a n n u a l do l la r 
v o lum e  of b u s in e s s  test of $500,000 a p p l ie s  (i.e., th o s e  en te rp r ise s  u n d e r  th is do l la r  am o u n t  are  
not covered) . T h e  fo l low ing  a re  c o v e re d  by the  Act rega rd less  of the ir  d o l la r  v o lu m e  of bu s ine ss :  
hosp ita ls , inst itu t ions pr im ar i ly  e n g a g e d  in the  ca re  of the s ick, a g e d , m en ta l ly  ill or d is a b le d  w ho  
res ide  on the  p rem ises ; s c h o o ls  for ch i ld ren  w h o  are m en ta l ly  or p h y s ic a l ly  d is a b le d  or gifted; 
p reschoo ls , e lem en ta ry  a n d  s e c o n d a r y  s ch o o ls  a n d  inst itut ions of h ig h e r  e du ca t io n ;  a n d  federa l , 
state a nd  loca l g o v e rnm en t  a g e n c ie s .

Em p lo y e e s  of f irms that do  not m ee t  th e  $500,000 a n n u a l do l la r v o lum e  test m a y  b e  in d iv id u a l ly  
c o ve red  in a n y  w o rkw eek  in w h ic h  th ey  are in d iv id ua l ly  e n g a g e d  in interstate c o m m e r c e ,  the  
product ion of g o od s  for in terstate c om m e r c e ,  or an act iv ity w h ic h  is c lo s e ly  re la ted a n d  d irect ly  
essen t ia l to the  p roduc t ion  of s u ch  goods . D om es t ic  s e r v ic e  workers , s u c h  a s  da y  workers , 
h o u sek e ep e rs , chau ffeu rs , cooks , or full-time babys itters , a re a lso  c o v e re d  if th e y  r e c e iv e  at 
least $1,000 (1995) in c a s h  w a g e s  from o n e  em p lo y e r  in a  c a le n d a r  year , or if th e y  work a  total 
of m ore  than  8 hou rs  a  w e e k  for o n e  or m o re  em p lo ye rs .

An en te rp r ise  that w a s  c o v e r e d  by the  Act on M arch  31, 1990, a n d  that c e a s e d  to b e  c o v e r e d  
b e c a u s e  of th e  in c r e a s e  in the  a n n u a l do l la r  v o lum e  test to $500,000, as  requ ired  u n d e r  the  
1989 am e n dm e n ts  to th e  Act, c o n t in u e s  to b e  sub je c t  to th e  o ve r t im e  pay , c h i ld  la bo r a n d  
re co rdkeep ing  re q u irem en ts  of the Act.

S o m e  em p lo y e e s  a re  e x em p t  from the  Act's o ve r t im e  p ay  p ro v is io n s  or both the  m in im um  w ag e  
a nd  o ver t im e  pa y  p ro v is io n s  u n d e r  sp e c if ic  e x em p t io n s  p ro v id ed  in the  law . B e c a u s e  th e s e  
e x em p t io n s  are g e n e ra l ly  narrow ly  de f in ed , em p lo y e rs  s ho u ld  ca re fu l ly  c h e c k  th e  e x a c t te rm s 
a nd  cond it io n s  for e a c h  by con ta c t in g  loca l off ices of the  W a g e  a n d  H o u r  D i v i s i o n  lis ted in 
most t e le p h o n e  d irec to r ies  u n d e r  U .S . G o v e rnm en t ,  D ep a r tm en t of Labor, W a g e  a n d  H o u r  
D iv is ion .

T h e  fo l low ing  are e x am p le s  of em p lo y e e s  e x em p t  from both the  m in im um  w a g e  a n d  o ve r t im e  
pay  requ irements:

• E x e c u t i v e ,  a d m in i s t r a t i v e  a n d  p r o f e s s io n a l  e m p lo y e e s  ( in c lud ing  te a c h e rs  a n d  
a c a d em ic  a dm in is t ra t iv e  p e rs o n n e l in e lem en ta ry  a n d  s e c o n d a ry  schoo ls) , o u ts id e  s a le s
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em p lo y e e s ,  a n d  ce rta in  sk il led c om p u te r  p ro fess iona ls  (as d e f in ed  in D ep a r tm en t of Labo r 
regu lat ions);

• E m p lo y e e s  of ce rta in  s e a s o n a l am u s em e n t  or re crea t iona l e s ta b l is hm en ts ;
• E m p lo y e e s  of ce r ta in  sm a l l n ew sp ap e rs  a n d  sw itchboa rd  opera tors of sm a l l t e le p h o n e  

c om p an ie s ;
• S e a m e n  em p lo y e d  on fo re ign vesse ls ;
• Em p lo y e e s  e n g a g e d  in f ish ing  operat ions;
• Em p lo y e e s  e n g a g e d  in n ew s p a p e r  delivery;
• Fa rm  workers em p lo y e d  on  sm a l l farms (i.e., th o s e  that u s e d  less than  500 "man-days" of 

farm  la bo r in a n y  c a le n d a r  quarter of the  p re c ed in g  c a le n d a r  year);
• C a s u a l  babys itte rs  a nd  p e rsons  em p lo y e d  as c om p a n io n s  tc  th e  e ld e r ly  or infirm .

T h e  fo l low ing  are e x am p le s  of em p lo y e e s  e x em p t from the Act's o ve r t im e  pay  requ irem en ts  
only:

• C e r ta in  c o m m is s io n e d  em p lo y e e s  of retail or s e r v ic e  e s ta b l is hm en ts ;
• Auto, truck, trailer, farm im p lem en t , boa t or aircraft sa le sw orke rs , or parts-clerks and  

m e c h a n ic s  se rv ic in g  autos , trucks or farm im p lem en ts , w h o  are em p lo y e d  by 
non-manu fac tur ing  e s ta b l is hm en ts  pr imar ily  e n g a g e d  in se l l in g  t h e s e  item s to u lt imate 
pu rchasers ;

• R a i lroad  a n d  a ir carr ie r em p lo y e e s ,  taxi dr ivers, certa in  em p lo y e e s  of m oto r carr iers, 
s e am e n  on  A m e r ic a n  v e s s e ls ,  a nd  loca l d e l ive ry  em p lo y e e s  pa id  o n  a p p ro v ed  trip rate 
p lans;

• A n n o u n c e r s , n ew s  ed itors a n d  ch ie f  e n g in e e rs  of certa in  non-metropo litan b ro ad cas t in g  
stations;

• D om es t ic  s e r v ic e  workers w h o  res ide  in the ir emp loyer's  res idence ;
• E m p lo y e e s  of m o t ion  p icture theaters;
• Fa rmworkers .

C e rta in  em p lo y e e s  m a y  be  part ia l ly e x em p t from the Act's o ver t im e  pay  requ irem en ts . T h e s e  
inc lude:

• Em p lo y e e s  e n g a g e d  in certa in  ope ra t io ns  on  agr icu ltu ra l c om m od it ie s  a n d  em p lo y e e s  of 
certa in  bu lk p e tro le um  distributors;

• E m p lo y e e s  of hosp ita ls  a nd  res iden t ia l c a re  e s ta b l is hm en ts  w h ic h  h a v e  a g r e em e n ts  w ith 
the  em p lo y e e s  to work a  14-day work per iod in l ieu of a  7-day w o rkw eek  (if the  em p lo y e e s  
are pa id  o v e r t im e  p rem ium  p ay  w ith in  the requ irem en ts  of the  Act for all hou rs  w orked o ve r  
8 in a  day  or 80 in the  14-day work per iod , w h ic h e v e r  is the g rea ter n um b e r  of ove r t im e  
hours);

• Em p lo y e e s  w h o  lack  a  h ig h  s ch o o l d ip lom a  or w h o  h a v e  not c om p le t e d  the  e igh th  g rade  
m ay  b e  requ ired  by the ir em p lo y e r  to s p e n d  up to 10 hours  in a  w o rkw eek  in rem ed ia l 
read ing  or tra in ing  in o ther b a s ic  skills that are not job-specif ic , as  lo ng  as they  are  pa id  
the ir no rm a l w a g e s  for the  hou rs  spen t in s u ch  tra in ing . S u c h  em p lo y e e s  n e e d  not b e  pa id  
ove r t im e  p r em ium  pay  for the ir rem ed ia l tra in ing hours .

Basic Provisions/Requirements

T h e  Act requ ires  em p lo y e rs  of c o v e re d  em p lo y e e s  w h o  are  not o th e rw is e  e x em p t  to p a y  th e se  
em p lo y e e s  a  m in im um  w a g e  of not le ss  than  $5.15 an  hou r b e g in n in g  S e p t em b e r  1,1997.
You ths  u n d e r  20 yea rs  of a g e  m a y  b e  pa id  a  m in im um  w a g e  of not le ss  th a n  $4.25 an  hou r 
dur ing the  first 90 c o n s e c u t iv e  c a le n d a r  days of em p lo ym e n t  w ith a n  em p lo y e r .  Em p lo y e rs  m a y
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not d is p la c e  any  em p lo y e e  to h ire s o m e o n e  at th e  you th  m in im um  w ag e . Em p lo y e rs  m a y  pay  
em p lo y e e s  o n  a  p iece-rate bas is , a s  long  as they  r e c e iv e  at least the  e q u iv a le n t  of the  requ ired 
m in im um  hou r ly  w a g e  rate. Em p lo y e rs  of t ipped em p lo y e e s ,  i.e ., em p lo y e e s  w ho  cus tom ar i ly  
a nd  regu la r ly  r e c e iv e  m o re  than $30 a m on th  in tips, m a y  c o n s id e r  the  t ips of th e s e  em p lo y e e s  
as  part of th e ir  w ag e s , but m us t p ay  a d irect w a g e  of at least $2.13 pe r h o u r  if th e y  c la im  a  tip 
cred it. C e r ta in  o the r co nd it io n s  must a lso  b e  met.

T h e  Act a ls o  perm its  the  em p lo ym e n t  of certa in  in d iv id u a ls  at w a g e  rates b e low  the statutory 
m in im um  w a g e  u n d e r  cert if ica tes is su ed  by the Departm ent:

• S tud en t  lea rne rs  (vocat iona l e d u ca t io n  students);
• Full-time s tuden ts  in retail or se rv ice  e s tab l is hm en ts , agr icu lture , or inst itu t ions of h ig h e r  

edu ca t io n ;
• In d iv id u a ls  w h o s e  ea rn in g  or p roduct ive  c apac ity  is im pa ired  by  a p hys ica l o r m en ta l 

d isab il ity , in c lu d in g  th o s e  re lated to a g e  or injury, for the  work to b e  perfo rm ed .

T h e  Act d o e s  not lim it th e  n um b e r  of hours in a day  or days  in a w e e k  an em p lo y e e  (at least 16 
years old) m a y  b e  requ ired  or s c h e d u le d  to work, in c lu d in g  over t im e  hours . T h e  Act requ ires  that 
co v e re d  em p lo y e e s ,  u n le s s  o the rw ise  e xem p t , b e  pa id  not le ss  than o n e  a n d  on e- ha lf  t im e s  
th e ir  r e g u la r  r a te s  o f p a y  for all hou rs  worked in e x c e s s  of 40 in a workweek .

Em p lo y e rs  a re  requ ired  to k eep  r e c o r d s  on w ag es , hou rs  a n d  o ther item s as set out in the  
D epa r tm en t of Labor's regu la t ions . M ost of th is in fo rmat ion is of the  type g e n e ra l ly  m a in ta in e d  
by em p lo y e rs  in o rd ina ry  b u s in e s s  pract ice .

P e r fo rm ance  of ce rta in  types of w o rk  in  a n  e m p lo y e e ’s h o m e  is p roh ib ited  u n d e r  the  Act 
u n le s s  the em p lo y e r  h a s  o b ta in ed  prior cert if icat ion from the  D epa r tm en t of Labor. Restr ic t ions 
app ly  in the  m anu fa c tu re  of kn itted outerwear , g lo v es  a n d  m ittens , buttons a n d  bu ck le s , 
h andke rch ie fs , em b ro id e r ie s , a nd  jew e lry  (where safety a n d  hea lth  h a za rd s  a re  not invo lved) . 
Em p lo y e rs  w is h in g  to em p lo y  hom ew ork e rs  in th e se  industr ies  are requ ired to, a m o n g  o ther 
th ings , p ro v id e  written a s s u ra n c e s  to the  D epa r tm en t that th ey  will c om p ly  with the Act's w a g e  
a n d  o ther requ irem en ts . T h e  m anu fa c tu re  of w om en 's  appa re l (and jew e lry  u n d e r  h a za rd o u s  
cond it ions) is g e n e ra l ly  p roh ib ited , e x cep t u n d e r  s p e c ia l cert if icates that a l low  h om ew o rk  in 
th e s e  indus tr ies  w h e n  the  h om ew o rk e r  is u n a b le  to ad jus t to factory work b e c a u s e  of a g e  or 
p hys ica l or m en ta l d isab il ity , or is ca r ing  for an  in va l id  in the  h om e .

S p e c ia l p ro v is io n s  a p p ly  to s t a te  a n d  lo c a l  g o v e r n m e n t  e m p lo y m e n t .

It is a  v io la t io n  of the  Act to fire or in a n y  o ther m a n n e r  d is c r im in a te  a ga in s t  a n  em p lo y e e  for 
f i l ing a c om p la in t  or for part ic ipa t ing  in a  lega l p ro ce ed in g  u n d e r  the  Act. T h e  Act a lso  proh ib its 
the  s h ipm e n t  of g o o d s  in interstate c om m e r c e  w h ic h  w e re  p ro du ced  in v io la t ion  of the  m in im um  
w ag e , o ve r t im e  pay , c h i ld  labor, or s p e c ia l m in im um  w a g e  p ro v is io ns .

Assistance Available

More  d e ta i le d  in fo rmat ion  on  the  FLSA , in c lu d in g  c o p ie s  of e x p la n a to r y  b r o c h u r e s  a n d  
regu la tory a n d  in terpreta t ive mater ia ls , m ay  b e  o b ta in e d  by con ta c t ing  loca l W ag e-H ou r  o f f i c e s  
listed in m os t t e le p h o n e  d irecto r ies u n d e r  U .S . G o v e rnm en t ,  D epa r tm en t of Labor, W a g e  a nd  
H ou r D iv is io n .

T h e  F a ir  L a b o r  S t a n d a r d s  A c t  A d v is o r  a n sw e rs  q ues t io n s  abou t workers a n d  b u s in e s s e s  that
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‘ 4 a re  sub je c t  to the  F LSA  a n d  its m in im um  w a g e  a nd  o ve r t im e  rules.

Penalties

En fo rc em en t  of the  Act is carr ied  out by W a g e  a n d  H ou r  D iv is io n  inves t iga to rs  s ta t io ned  
th roughou t th e  country . A var ie ty of r em ed ie s  is a v a i la b le  to th e  D ep a r tm en t  to e n fo rc e  
c om p l ia n c e  w ith the  Act's requ irem en ts . W h e n  invest iga tors e n co u n te r  v io la t io ns , they  
r e c om m e n d  c h a n g e s  in em p lo ym e n t  p rac t ices  in o rder to br ing the em p lo y e r  into c o m p l ia n c e  
a n d  reques t th e  p a ym en t  of a n y  back  w a g e s  d u e  em p lo y e e s .  W il lfu l v io la t io n s  m a y  b e  
p ro se cu ted  c r im in a l ly  a nd  the v io la tors f ined  up to $10,000. A s e c o n d  co n v ic t io n  m a y  resu lt in 
im p r is onm en t . Em p lo y e rs  w ho  w illfu lly or repea ted ly  v io la te  the  m in im um  w a g e  or o ve r t im e  pay  
requ irem en ts  a re  s u b je c t  to c i v i l  m o n e y  p e n a l t i e s  of up  to $1,000 pe r v io la t io n . W h e n  a  c iv i l 
m o n e y  p ena lty  is a s s e s s e d , em p lo y e rs  h a v e  the right, w ith in  15 days of rece ip t of th e  no t ic e  of 
s u c h  pena lty , to file a n  e x cep t io n  to the de te rm ina t io n . W h e n  an  e x cep t io n  is f i led , it is referred 
to an  adm in is tra t iv e  law  ju d g e  for a  h ea r in g  a n d  de te rm ina t io n  a s  to the  a p p ro p r ia te n e s s  of the 
pena lty . If a n  e x cep t io n  is not f i led, the  pena lty  b e c o m e s  fina l.

T h e  Secre ta ry  of Labo r m a y  a lso  br ing suit for back  pay  a n d  a n  e q u a l am o u n t  in l iq u id a ted  
d am a g e s  a nd  ob ta in  in ju n c t io ns  to restra in p e rsons  from v io la t ing  th e  Act. E m p lo y e e s  m a y  a lso  
br ing suit, w h e r e  th e  D epa r tm en t ha s  not d o n e  so, for b a ck  p a y  a nd  l iq u ida ted  d am a g e s ,  a s  w e l l 
as attorney's fe es  a n d  court costs .

Relation to State, Local and Other Federal Laws

State law s a lso  a p p ly  to em p lo ym e n t  sub je c t  to th is Act. W h e n  both th is Act a n d  a sta te law  
app ly , the  law  sett ing the h ig h e r  s tandards m us t b e  obse rved .

DOL H o m e P a q e O A SP H om o P aq e T a b le  o f  C o n te n ts O v e r v ie w

U .S . D e p a r tm e n t  o f  L a b o r

— Privacy and Si.vi.niiv SinK'nicm--
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CY 1999 Workers by Median A ge and O ccupation  
Sorted Median W age

OES ODB
T o t a l R e s id e n t R e s id e n t

T o t a l N u m b e r  o f W o r k e r W o r k e r
1st Q u a r t i le 4 lh  Q u a r t i le N u m b e r  o f R e s id e n t M e d ia n b y  G e n d e r

O .E . S .  O c c u p a t io n s  w it h  1st q r t l <  S7 .15 W a g e M e d ia n W a g e W o r k e r s W o r k e r s A g e %  M a le %  F e m a le
M a x W a g e M in W i lh o u t  r e g a r d  to  w a g e

U s h e r s ,  L o b b y  A t t e n d a n t s , T ic k e t  T a k e r s 5.87 5.92 6.51 74 70 18.0 4 7 .1 % 5 2 .9 %
G r a d e r s  & S o r te r s :  A g r ic u lt u r a l P r o d u c t s 5.95 6.08 7.55 133 52 32.0 7 8 .8 % 2 1 .2 %
W a it e r s  & W a it r e s s e s 5.94 6 .26 7.33 9,654 7,161 29.0 2 0 .7 % 7 9 .3 %
F o o d  S e r v e r s ,  E x  R e s t a u r a n t 6.08 6 .57 11.32 3,844 3,248 20.0 2 9 .7 % 7 0 .3 %
D a n c e r s  & C h o r e o g r a p h e r s 6 .08 6.65 10.08 549 321 25.0 1 3 .9 % 8 6 .1 %
A m u s e m e n t  & R e c r e a t io n  A t t e n d a n t s 6.15 6.68 10.38 3,496 3,074 28.0 4 3 .1 % 5 6 .9 %
D in in g  R o o m / C a f e t e n a  A t t e n d a n t/ B a r  H e lp 5.98 6 .75 7.97 2,161 1,694 20.0 5 2 .5 % 4 7 .5 %
T a x i D r iv e r s  & C h a u f f e u r s 5.97 6.94 8.90 408 346 36.0 7 0 .7 % 2 9 .3 %
C o m b  F o o d  P r e p / S e r v ic e  W k r s :  F a s t  F o o d 6.11 7.01 8.07 6,647 5,257 19.0 5 2 .9 % 4 7 .1 %
C o o k s :  S p e c ia lt y  F a s t  F o o d 6.05 7 .10 8.56 325 260 21.5 6 4 .2 % 3 5 .8 %
T e lem a rk e te rs / D o o r- to - D o o r  S a le s  W k r s 6.15 7 .39 12.11 537 440 24.0 4 5 .0 % 5 5 .0 %
B a g g a g e  P o r t e r s  & B e l lh o p s 6.62 7.46 8.33 1,218 1,019 31.0 7 8 .2 % 2 1 .8 %
H o s ts / H o s t e s s :  R e s t/ L o u n g e / C o f f e e  S h o p 6.66 7.50 8.37 2,180 1,848 35.0 4 8 .2 % 5 1 .8 %
V e h ic le  W a s h e r s  & E q u ip m e n t  C le a n e r s 6.59 7.63 8.71 2 ,007 1,621 24.0 8 3 .7 % 1 6 .3 %
S e r v ic e  S t a t io n  A t t e n d a n t s 6.81 7.65 8.50 1,499 1,303 25.0 8 7 .0 % 1 3 .0 %
P ro p e r ty  & R e a l E s t a t e  M a n a g e r s  & A d m in 6.49 7.66 8.91 522 482 44.0 3 9 .2 % 6 0 .8 %
C h i ld  C a r e  W k r s 6.65 7.82 9.47 4 ,058 3,327 27.0 1 6 .4 % 8 3 .6 %
M u s ic a l In s t a lm e n t  R e p a ir s / T u n e r s 6.36 7.84 13.71 4 4 49.0 1 0 0 .0 % 0 .0 %
C a n n e r y  W k r s 6.62 7 .85 10.09 19,784 6,349 32.0 6 5 .9 % 3 4 .1 %
M a rk in g  C le r k s " * 6.88 7.95 9.12 3,884 3,519 38.0 2 3 .7 % 7 6 .3 %
P h o t o g r a p h ic  P r o c e s s in g  M a c h  O p e r s 6.32 3.07 11.82 159 120 27.0 5 5 .8 % 4 4 .2 %
P r e s s in g  M a c h  O p e r s :  T e x t i le .  G a r m e n t 7 .12 8 .08 9.28 204 155 40.0 2 0 .6 % 7 9 .4 %
C o o k s :  S h o r t  O r d e r 7.10 8.13 9.47 2,317 1,781 21.0 5 9 .1 % 4 0 .9 %
A ll O lh  S a le s  W k rs 6.47 8.15 11.03 443 385 34.0 5 9 .8 % 4 0 .2 %
C a s h ie r s 7.14 8.18 9.78 8 ,105 7,008 28.0 3 0 .4 % 6 9 .6 %
D r iv e r / S a le s  W k rs 6.99 8.41 11.71 1,180 972 29.0 8 6 .4 % 1 3 .6 %
F o o d  P r e p a r a t io n  W k rs 7.00 8.45 10.68 5,364 4,317 28.0 4 7 .7 % 5 2 .3 %
L a u n d ry / D ry - c le a n in g  M a c h  O p e r s ,  E x  P r e s s 7.08 8.51 10.66 449 381 37.0 3 5 .0 % 6 5 .0 %
M a c h  F e e d e r s  & O f fb e a r e r s 6.14 8.87 13.25 235 176 38.0 5 8 .0 % 4 2 .0 %
F ile  C le r k s 6.98 8.90 11.09 909 810 26.0 1 8 .4 % 8 1 .6 %
M a il M a c h  O p e r s :  P r e p  & H a n d l in g 6 .58 8 .94 11.17 79 77 38.0 3 5 .1 % 6 4 .9 %
H a n d  P a c k e r s  & P a c k a g e r s 6 .75 9 .39 11.15 1,285 995 28.0 8 3 .0 % 1 7 .0 %
S h o e  R e p a ir s 6.42 9 .52 11.68 13 13 19.0 9 2 .3 % 7 .7 %
H a ir d r e s s e r s / H a ir s t y l is t s / C o s m e to lo g is t s 6.17 9 .66 13.41 930 805 31.0 7 .1 % 9 2 .9 %
G u id e s 6.13 10.42 12.68 2,030 1.025 31.0 6 9 .5 % 3 0 .5 %
V e t e r in a r y  A s s is t a n t s 6.49 11.21 19.23 522 415 28.0 2 3 .0 % 7 7 .0 %
P u b l ic  A d m in  C h ie f  E x e c / L e g / G e n e r a l 6.16 11.69 13.25 469 448 47.0 4 8 .9 % 5 1 .1 %
T o ta l 87.737 61.278 28.0 4 3 .8 % 5 6 .2 %

Age and gende r data is ava ilab le on ly  lo r  those  with P F D  information in 1994 -9 9 , T o ta ls  o f resident w orkers tor gende r m ay be le s s  than the num ber o f resident w orke rs  by age due to m issing g ende r inlorr 
O ccupational titles and w age ra te s a re  from  the O ccupationa l Em ployment Statistics p rog ram .
The number o f w orkers is b a sed  on  data Irom  Ihe 
O ccupa'iona l O atabase  and d o e s  not include fed e ra l 
governm ent o r the se lf-em p loyed . A w orke r is counted if 
he/she w orked in that occupation a t any time during Ihe 
ca lendar yea r W orke rs  who w orked fo r m o re  lhan one 
en .p loyer a re  counted on ly once.

Due to the d ifferent coding taxonom ies u sed  by these 
p rogram s, som e occupationa l titles a re  com bined when 
calculating the num ber o l w orkers and  m edian age.
•”  Marking C le rk s  a re  included in Ihe la rger catego ry  o f Administrative Support O ccupations, including C le rica l, Not E lsew here  C lassified .

S o u rc e  AK D e p a r tm e n t of L ab o r a n d  W o rk fo rce  D ev e lo p m en t, R e s e a rc h  a n d  A nalysis.



i
Industry Percent of Total Total M i n i m u m  W a g e v

M i n i m u m  W a g e u  E m p l o y m e n t  E m p l o y m e n t  by Industry

Eating And Drinking Places 32.31 4.564
Amusement & Recreation Services 3.75 1,265
Educational Services 5.51 810
Government 4.39 634
Food And Kindred Products 4.27 517
Hotels And Otner Lodging Places 4.09 590
General Merchandise Stores 4.05 554
Food Stores 3.75 542
Miscellaneous Retail 3.47 501
Social Services 3.29 475
Real Estate 3.00 433
Membership Organizations 2.30 332
Automotive Dealers & Service Stations 2.01 290
Health Services 1.61 233
Motion Pictures 1.49 215
Personal Services 1.39 200
Wholesale Trade-nondurable Goods 1.22 176
Transportation By Air 1.21 174
Local And Interurban Passenger Transit 1.11 160
Miscellaneous Repair Services 1.10 159
Auto Repair, Services, And Parking 1.08 156
Business Services .98 142
Communications .80 115
Holding And Other Investment Offices .79 114
Apparel And Accessory Stores .69 99
Building Materials & Garden Supplies .63 91
Engineering & Management Services .53 76
Printing And Publishing .42 60
Wholesale Trade-durable Goods .40 58
Transportation Services .36 52
Special Trade Contractors .35 50
Agncultural Services .33 48
Transporiation Equipment .20 29
Museums, Botanical, Zoological Gardens .20 29
General Building Contractors .19 28
Insurance Agents, Brokers, & Service .19 27
Oil And Gas Extraction .15 21
Lumber And Wood Products, Except Furni .15 21
Security And Commodity Brokers .15 22
Trucking And Warehousing .13 19
Water Transportation .12 17
Depository Institutions .12 17
Heavy Construction, Ex. Building .11 16
Legal Sen/ices .10 15
Furniture And Homefumishings Stores .08 11
Nonmetallic Minerals, Except Fuels .06 8
Electric. Gas, And Sanitary Services .06 9
Insurance Carriers .06 8
Miscellaneous Manufacturing Industries .05 7
Petroleum And Coal Products .03 4
Rubber And Misc. Plastics Products .03 4
Services, Nec .02 3
Apparel And Other Textile Products .01 2
Chemicals And Allied Products .01 1
Leather And Leather Products .01 1
Instruments And Related Products .01 1
Total 100 14,435

1/ For the purpose of this analysis, "minimum wage" comprises the S5.55-36.74 wage range.
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Nevw Findings front Oregon Suggest Minimum Wage Increases 
Can Boost W ages for Welfare Recipients Moving to Work

bv Ed Lazere

In troduction and Summary

D eba te s  o v e r  ra is ing the  m in im um  w ag e  often 
fo cus  o n  the is sue  of w h o  w ill benef it from 
lifting the  w a g e  floor. S o m e  c la im  that 
in c r e a s in g  the m in im um  w ag e  d o e s  little for 
low- income fam il ie s , b e c a u s e  m in im um  w ag e  
earne rs  frequent ly  are  te en ag e rs  or se conda ry  
workers in m idd le-c lass fam il ie s . W h i le  the 
benef its  of m in im um  w a g e  in c r e a s e s  are not 
targeted so le ly  on  low- income fam il ies , m any  
of the workers w h o s e  ea rn in g s  rise as a result 
of s u ch  in c r e a s e s  are in low- income fam il ie s . In add it ion , the la rge ma jor ity  of 
m in im um  w a g e  workers are adu lts , and  m a n y  are the pr imary b re adw in n e r  in the ir 
fam ily .

N ew  e v id e n c e  from O re g o n  sugges ts  that m in im um  w a g e  in c r e a s e s  c a n  h a v e  a 
s ign if ican t effect on  paren ts  w h o  le a v e  we lfa re for work. As a  result of a  s u cces s fu l 
state ba llo t in it iat ive , the  O re g o n  m in im um  w ag e  rose from $4.75 an hou r to $5.50 an
hour in Janua ry  1997 a nd  then  to $6.00 an hou r in Janua ry  1 99 8 .^  Da ta  from 
O regon 's  w e lfa re  a g e n c y  s h ow  that the e a rn in g s  of parents w h o  m o v e d  from we lfa re  
to work w e re  boos ted  as  a result of th e se  in c reases .

• T h e  a v e ra g e  starting w a g e  of O re g o n  parents le a v in g  we lfa re  fell f ive  percen t , 
a d ju s t ing  for inflat ion , dur ing  the three years prior to the  Janua ry  1997 in c re a s e  
in the  state m in im um  w ag e .

• T h is  trend reve rsed  itself im m ed ia te ly  after the in c rease . T h e  a ve ra g e  start ing 
w a g e  ju m p e d  from $6.15 an  hou r in the last quarter before the  1997 m in im um  
w a g e  in c re a s e  took effect to $6.43 an hou r in the  first quarter fo l low ing  the  
in c re a s e . By the fourth quarter of 1997, the a v e ra g e  starting w a g e  h a d  re a c h e d  
$6.65 an  hour, a n  in c re a s e  of m ore  than f ive percen t , ad jus t ing  for in f la t ion , o v e r  
the  s am e  quarter of the  prior year.

T h e s e  w a g e  in c r e a s e s  are un like ly  to h a v e  occu rred  s im p ly  a s  a  result of the  
state's strong e c o n om y . E c o n om ic  growth in O re g o n  w as  so l id  prior to the  
state's m in im um  w a g e  in c re a s e  in 1997, but rea l w a g e s  for w e lfa re  rec ip ien ts  
still d e c l in e d  dur ing  that per iod .

• T h e  a v e ra g e  starting w a g e  for w e lfa re  rec ip ien ts  rose a ga in  fo l low ing  the 
s e c o n d  in c r e a s e  in the m in im um  w ag e . In the  first quarter of 1998, w e lfa re

Tab le  of C onten ts
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• Implications for a Federal M inimum 
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re c ip ien ts  w h o  found  work e a rn ed  an a ve ra g e  of $6.91 an  hour, up substant ia l ly  
from the  e n d  of 1997. O ve ra l l ,  the  a ve rag e  w ag e  for th e se  workers is n ow  76 
ce n ts  a n  ho u r  h ig h e r  than  before the state m in im um  w ag e  in c re a s e  took effect.

T h e  m in im um  w ag e  in c r e a s e  in O reg on  boos ted  the e a rn ing s  both of we lfa re 
rec ip ien ts  w h o  found  jo b s  at the m in im um  w ag e  a nd  of m a n y  w ho  found  jo b s  pay ing  
s l ight ly  a b o v e  th e  m in im um  w ag e . For e x am p le , am o n g  we lfa re  rec ip ien ts  w h o  found 
full-time jobs , the  proport ion e a rn ing  more than $6 an hour rose from rough ly  ha lf in 
1996 to two-thirds in 1997.

T h is  a na ly s is  a ls o  e x am in e s  w he the r  the in c rease  in O regon 's m in im um  w ag e  had  a 
n ega t iv e  overa l l effect on  em p lo ym e n t  opportun it ies of we lfa re rec ip ien ts . W h i le  no 
sys tem at ic  s tudy  of th is is sue  ha s  b e e n  conduc ted , the  a v a i la b le  e v id e n c e  d o e s  not 
sugges t  a  n ega t iv e  c h a n g e  in em p lo ym en t  opportun it ies . T h e  s ha re  of we lfa re 
re c ip ien ts  f ind ing  work rose m odes t ly  in 1997 fo l low ing the in c re a s e  in the  m in im um  
w ag e . In add it io n , em p lo ym e n t  growth in retail trade, the industry most like ly to be  
a ffected by  a  m in im um  w a g e  in c rease , w as  pos it ive in 1997 a nd  fo l low ed  the s am e  
pattern as  o vera l l em p lo ym e n t  growth in O regon . Both overa l l em p lo ym en t  a nd  retail 
em p lo ym e n t  rose in 1997, a lthough  at a  som ew ha t  s low e r rate than  in 1996. T h e  
c h a n g e  in em p lo ym e n t  growth b e tw een  1996 and  1997 reflects a  m od es t g ene ra l 
s low d ow n  in the  state's rate of e c o n om ic  growth, not the  in c re a s e  in the m in im um  
w ag e . If th e  m in im um  w ag e  in c re a s e  had  redu ced  jo b  growth s ign if icant ly , it is like ly 
that the  trend in  retail trade em p lo ym en t  w ou ld  h a v e  b e e n  s ign if ican t ly  w o rse  than  the 
trend in o vera l l em p lo ym en t .

T h e  O re g o n  f ind ings  h a v e  im p l ica t io ns  for the deba te  o ve r  ra is ing the  federa l 
m in im um  w a g e . T h e  O re g o n  m in im um  w ag e  h ikes h a v e  ra ised the  state's m in im um  
w ag e  from a le ve l e q u a l to the  federa l m in im um  w ag e  to a le ve l s om ew ha t  a b o v e  the 
current fede ra l m in im um  w ag e . (In late 1996, the  federa l m in im um  w ag e  rose to $4.75 
an  hour, w h ic h  m a d e  it e q u a l to the 1996 O regon  m in im um  w ag e . T h e  federa l 
m in im um  w a g e  th en  rose to $5.15 an hour in S e p tem b e r  1997, b e low  the 1997 
O re g o n  m in im um  w ag e  of $5.50 an hou r at that time.)

In add it ion , a c a d em ic  s tud ies  a nd  recen t f ind ings from state welfare-to-work efforts 
in d ica te  that adu lts  w h o  le a ve  welfare for work typ ica lly  h a v e  very  low  ea rn ings , often 
at the m in im um  w a g e  or ju s t s l ight ly a b o v e  it. As a  result of th e se  low  ea rn ing s , m any  
fam il ie s  in w h ic h  paren ts  le a v e  we lfa re for work co n t in u e  to l ive  in poverty . T h u s , the 
O re g o n  e x p e r ie n c e  sugges ts  that a n  in c rease  in the na t iona l m in im um  w ag e  to a leve l 
m odes t ly  a b o v e  $5.15 an  hou r w ou ld  be  likely to h a v e  pos it ive  effects n a t io nw id e  on 
the w a g e s  of adu lts  le a v in g  we lfa re  for work. For the s am e  reasons , the  O re g o n  
f ind ing s  a ls o  s ug ge s t  that in c r e a s e s  in state m in im um  w ag e s  co u ld  boost the  e a rn in g s  
of w e lfa re  rec ip ien ts  w h e n  they  find work.

The Wages of Oregon Welfare Recipients Who Found Work Before and After the 
State's Minimum Wage Increase
T h e  Adu lt a n d  F am i ly  S e r v ic e s  D iv is ion  of the O reg o n  Depar tm en t of H um a n  
R e so u r c e s  is the  a g e n c y  respons ib le  for the state's we lfa re to work p rograms . T h e  
a g e n c y  regu la r ly  co l le c ts  in formation on the earn ings  of we lfa re rec ip ien ts w h o  m o v e
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in to the  labor f o r c e d  T h e  O reg o n  data  s h ow  a d ist inc t c h a n g e  in the  w a g e  trend 
am o n g  w e lfa re  rec ip ien ts  w h o  found work in 1997, fo l low ing  the  in c r e a s e  in the  state's 
m in im um  w ag e . B e tw een  1993 a nd  1996 the  state's m in im um  w a g e  rem a in e d  at 
$4.75 an  hour . Dur ing that period:

• T h e  a v e ra g e  hour ly starting w ag e  of we lfa re rec ip ien ts  w h o  fo u nd  jo b s  —  
in c lu d in g  both part-time a nd  full-time jo b s  —  w en t from jus t u n d e r  s ix  do l la rs  an 
hou r in 1993 to just a b o ve  that leve l in 1996.

• W h e n  ad jus ted  for inflat ion, the  a ve rag e  starting w a g e  of w e lfa re  re c ip ie n ts  w h o  
fo und  work w as  f ive percen t lower in 1996 than  the a v e ra g e  in 1993. (S ee  figure 
a n d  ta b le .)

T h e s e  trends c h a n g e d  marked ly  im m ed ia te ly  fo l low ing  the in c r e a s e  in O regon 's  
m in im um  w a g e  on  January  1,1997. T h e  a ve rag e  w a g e  of O regon 's  w e lfa re  rec ip ien ts  
m o v in g  to work b eg an  to rise no t ic eab ly  after the first boos t in the  state's m in im um  
w ag e , a n d  a ga in  after the  s e c o n d  boost.

A v e r a g e  S t a r t i n g  W a g e s  f o r  O r e g o n  W e l f a r e  
R e c i p i e n t s  W h o  F o u n d  W o r k ,  

1 9 9 3  to  E a r l y  1 9 9 8

—- S e r i e  s I

C e n te r  on B u d g e t  a n d  Po licy  P rio rities
S o u r c e :  O re g o n  A d u lt  a n d  Fam ily  S e r v i ie s  D iv is ion
A 1 st Q u a r te r  only

• B e tw e e n  the last quarter of 1996 a nd  the first quarter of 1997, the  a v e ra g e  w a g e  
for th is g roup  rose 28 cen ts  an  hour. T h is  w as  the largest quarter-to-quarter 
c h a n g e  in the  entire per iod from 1993 through 1997.

• By the  last quarter of 1997, the a ve ra g e  w ag e  s tood at $6.65 an  hour , or 50 
cen ts  h ig h e r  than  in the s im i la r  per iod of 1996. Ad jus t ing  for in f lat ion , th is 
re p resen ted  a  one-year w a g e  in c re ase  of 5.4 percen t .

• The Oregon minimum wage rose to $6.00 an hour in January 1,1998. Early
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da ta  fo l low ing  th is in c re a s e  sugges t  that it a lso  h a s  had  a  s ign if ican t pos it ive  
im pac t  o n  the  w a g e s  of w e lfa re  rec ip ien ts w h o  f ind work. T h e  a v e ra g e  w a g e  for 
n ew iy  em p lo y e d  we lfa re  rec ip ien ts re a ched  $6.91 in the first quarter of 1998.

T h e  m in im um  w ag e  in c rease  
appea rs  to h a v e  affected a 
substant ia l proport ion of 
O regon 's  w e lfa re  rec ip ien ts 
w h o  found  work in 1997. In 
the last quarter of 1997, for 
e x am p le , n ear ly  one-third of 
the  w e lfa re  rec ip ien ts w ho  
found  work —  in c lu d in g  ha lf of 
those  w h o  fo u nd  part-time 
work —  ea rn e d  the state's 
n ew  m in im um  w a g e  of $5.50 
an  hour. T h is  substant ia l 
c lus te r ing  of w a g e s  at the 
n ew  m in im um  w a g e  leve l 
strong ly sugges ts  that m any  
of th e s e  workers w ou ld  h a ve  
ea rn ed  le ss  than  $5.50 
w ithout the in c re a s e  in the 
state's w a g e  floor.*3*

In add it ion  to ra is ing the 
ea rn in g s  of m in im um  w ag e  
workers d irectly , the O regon  
m in im um  w a g e  in c rease  a lso  
appea rs  to h a v e  ra ised the 
w ag e s  of workers with 
ea rn ing s  m odes t ly  a b o v e  the 
n ew  m in im um  w ag e  leve l . D u r ing  O regon 's 1996 fisca l yea r (from Ju ly 1995 to J u n e  
1996), rough ly  ha lf —  48 percen t —  of the  welfare rec ip ien ts  w h o  found  full-time work 
ea rn ed  m o re  than s ix do lla rs an  hour. By the last quarter of c a le n d a r  y ea r  1997, m ore  
than  two-thirds —  68 percen t —  of we lfa re rec ip ien ts  w ho  found  full-time work h ad  
ea rn in g s  th is h ig h . Most of th is in c rease  occu rred  in the sha re  of workers e a rn in g  
b e tw een  s ix  do lla rs a n d  e igh t do lla rs an  hour, or s om ew ha t  a b o v e  the n ew  m in im um  
w ag e  le v e l of $5.50 an hour. M in im um  w ag e  in c re a s es  typ ica lly  h a v e  s u c h  a  "ripple 
effect," w h ic h  m a y  reflect a ttempts by em p lo ye rs  to m a in ta in  p a y  d if fe rences  b e tw e en  
m in im um  w a g e  workers a nd  those  w ith s l ight ly h ig h e r  ea rn in g s  w h e n  m in im um  w ag e s  
rise.

T h e  O re g o n  m in im um  w ag e  in c re a s e  thus affected both w e lfa re  rec ip ien ts  w h o  found  
work at the  m in im um  w ag e  and  those  w h o  found jo b s  pay ing  s l ight ly a b o v e  the  
m in im um  w ag e , w h ic h  together represen t a  s izab le  sha re  of O re g o n  w e lfa re  
rec ip ien ts w h o  m o v e  into jo bs . As a  result of the broad effect, the  a v e ra g e  in c r e a s e  in 
the w a g e s  of all w e lfa re  rec ip ien ts w h o  m o v e d  into the  workforce —  50 cen ts  a n  hou r 
from the e n d  of 1996 to the e nd  of 1997 —  eq u a le d  a substan t ia l fract ion of the 75 
cen t in c r e a s e  in the  state's hour ly  m in im um  w age .

It shou ld  b e  no ted  that the w ag e  in c re as es  re vea led  by the  O re g o n  da ta  c o u ld  reflect

Tab le  I:
A verage  Starting W a g e s  for O regon  Welfare  

R ec ip ien ts  w ho  Fo u nd  W ork  1993 to Ear ly  1998

A veraae  Startina 
W a q e

Before M in im u m  W a g e  Hike* In N o m ina l  
Dollars

In 1997 
DollarsI

1993 $5.89 $6.54
1994 5.95 6.44
1995 6.01 6.33
1996 6.08 6.22

4th Quarter, 1996 6.15 6.27
After 1997 M in im um  W a g e  Hike

Average 6.52 6.52
1st Quarter 6.43 6.47
2nd Quarter 6.47 6.48
3rd Quarter 6.55 6.54
4th Quarter 6.65 6.61

| After 1998 M in im um  W a g e  H ike

1st Quarter 6.91 6.85
• Annual figures reflect averages of quarterly figures for the relevant year. 
Source: Oregon Adult and Family Servicos Division, Department of Human 
Resources
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in part th e  state's g row ing  e c o n om y  and  its im pac t on  w ag es . For th ree  reasons , 
how eve r , the  e c o n om y  appea rs  un like ly  to be  the  pr imary ca u s e . First, O re g o n  
e x p e r ie n c e d  so l id  e c o n om ic  growth prior to the  1997 m in im um  w ag e  h ike . P e r  cap ita  
in c om e  of O re g o n  res iden ts  rose s e v e n  percen t b e tw een  1993 a n d  1996, ad ju s t in g  for 
inf lat ion . T h is  w a s  greater than the f ive  percen t growth in inflat ion-adjusted pe r cap ita  
in c om e  for the  na t ion  as a  w h o le  dur ing th is per iod . Y e t desp ite  th is s trong growth , the 
starting w a g e s  of O re g o n  we lfa re rec ip ien ts  w ho  found  work fe//in inf lat ion-adjusted 
term s du r in g  th is per iod .

S e c o n d , w h i le  the state's co n t in u ed  e c o n om ic  e x p a n s io n  cou ld  h a v e  resu lted  in a  
g row ing  sho r tage  of a va i la b le  workers, w h ic h  w ou ld  h a v e  p la c e d  upw ard  p ressu re  on  
w ag es , th is d o e s  not a p p ea r  to be  the c a s e . T h e  state's u n em p lo ym e n t  rate fe ll from 
7.3 pe rcen t  in 1993 to 4.8 percen t in 1995, but then  rose to 5.9 p e rcen t in 1996. T h e  
rate th en  r em a in e d  s teady  at 5.8 percen t in 1997. If the  state w ere  e x p e r ie n c in g  a  
s ign if ican t shor tage  of workers, it w ou ld  be  reflected in a d e c l in in g  u n em p lo ym e n t  rate 
in recen t years .

Th ird , the  1997 w ag e  in c r e a s e s  am o ng  O reg o n  w e lfa re  rec ip ien ts  s tand  out w h e n  
com p a red  w ith w a g e  da ta  for the na t ion as a  w ho le . W h i le  nationa l- leve l d a ta  on  the  
w a g e s  of adu lts w h o  m o v e  from we lfa re to work are not a va i la b le , the  O re g o n  f ind ing s  
can  b e  c om p a r e d  w ith the  w a g e  trend nat iona l ly  for a s im ila r  group of low-wage
work ing w o m e n . ^  T h e  com pa r is o n  show s  that prior to the  O reg o n  m in im um  w a g e  
in c rease , the  w a g e  trend w as  worse  am o ng  O re g o n  we lfa re  rec ip ien ts  w h o  found  
work than  am o n g  low-wage work ing w om en  nat iona lly . F o l low ing  the  1997 state 
m in im um  w ag e  in c rease , how eve r , w ag e  growth for O re g o n  we lfa re  re c ip ien ts  w a s  
greater than  am o n g  low-wage w om e n  na t ionw ide .

• B e tw een  1993 a nd  1996, the a ve rag e  w ag e  am o n g  we lfa re  rec ip ien ts  in O re g o n  
fell nea r ly  five percent, ad just ing  for inflat ion, c om pa red  w ith a  o n e  pe rcen t  
d e c l in e  in the rea l w ag e s  of the typ ica l low-wage fem a le  worker na t iona l ly .

• In 1997, the a ve ra g e  hour ly w ag e  for O re g o n  we lfa re rec ip ien ts m o v in g  in to jo b s  
rose 5.4 percent , a lso  ad just ing  for inflat ion, w h i le  the typ ica l low-wage fem a le  
worker e x p e r ie n c e d  a  o n e  percen t in c rease  in real w a g e s . ^

Assessing the Employment Effects
O n e  of th e  m a jo r  c o n c e rn s  ra ised about ra is ing the  m in im um  w ag e  is that it c a n  
red u ce  em p lo ym e n t  p rospects  for low-skilled workers, u nd e r  the  a ssum p t io n  that 
s om e  em p lo y e rs  redu ce  the  n um b e r  of em p lo y e e s  or the  hours they  work to offset the 
in c r e a s e  in w a g e  costs per em p lo y e e . In recent years , s om e  h a v e  a rg ued  that the  
em p lo ym e n t  p rospects  of w e lfa re  rec ip ien ts  in part icu lar w ou ld  be  a d v e rse ly  a ffected 
by an  in c r e a s e  in the m in im um  w ag e . At the  state le ve l , s om e  a lso  a rgue  that a n  
in c re a s e  in the  state m in im um  w ag e  w ou ld  result in the m igra t ion of jo b s  to 
n e ig hb o r in g  states.

W h i le  th e s e  co n c e r n s  a re  important a nd  m us t b e  co n s id e re d , the  w e ig h t  of re cen t 
re sea rch  f ind ing s  on the  m in im um  w ag e  sugges ts  that m ode ra te  in c r e a s e s  from 
current m in im um  w ag e  le v e ls  w ou ld  not h a v e  a d ve rse  em p lo ym en t  effects . N o
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sys tem atic  s tu d ies  of the  em ploym ent impact of the  O regon  minimum w a g e  in c re a se  
h av e  b e e n  conduc ted  to date . Two available m e a su re s ,  how ever  —  th e  proportion of 
welfare recipients moving to work and  em ploym ent growth in retail trade , th e  industry 
m ost affec ted  by the minimum w a g e  —  do  not s u g g e s t  tha t the  s ta te 's  minimum w a g e  
in c re ase  h ad  a  significant a d v e r se  effect on em ploym ent opportunities.

E m p lo y m en t T ren d s  A m ong W elfare R ec ip ie n ts

T he O regon  Adult an d  Family Services  Division reports  tha t  the  s h a re  of welfare 
recipients who found work in 1997 —  7.3 percen t in an  a v e ra g e  qua rte r  —  w a s  slightly 
h igher than  in 1996 before th e  s ta te 's  minimum w a g e  w a s  inc reased . In 1996, an  
a v e ra g e  of 6 .4 percen t of welfare recipients found work in an  a v e ra g e  quarter .  At th e  
s a m e  time, the  n u m b e r  of welfare recipients who found jobs  declined  during tr:is 
period, from an  a v e ra g e  of 5 ,850 a  quarter  in 1996 to an  a v e ra g e  of 4 ,875  p er  qua rte r  
in 1997. B e c a u s e  the s ta te 's  total welfare ca se lo a d  fell by a  g rea te r  m agn itude  during 
this period, the  p e r c e n t a g e  of all recipients who found work rose  modestly.

T h e s e  findings support  an  interpretation that job opportunities for O regon  w elfare 
recipients did not w orsen  in 1997. It is rea so n a b le  to ex p ec t  tha t a s  the  total n u m b er  
of welfare recipients declines, the  num ber  finding jobs  would also  decline, simply 
b e c a u s e  th e  n um ber  of welfare recipients who potentially could find work would be  
smaller. If job opportunities for welfare recipients h ad  w o rse n e d  significantly, both the 
n um b er  a n d  proportion of welfare recipients finding work would likely drop, a s  m ore 
welfare recipients s ta y e d  on the  rolls without a job.

At th e  s a m e  time, welfare c a s e lo a d s  m ay fall for a  variety of rea so n s ,  including 
welfare policy ch an g e s .  If c a s e lo a d s  decline significantly am o n g  g roups  of families 
tha t would not hav e  b e e n  likely to find work had  they  rem ained  on welfare, th e  
n um ber  of welfare recipients finding jobs would not necessa rily  drop significantly. This 
could occur, for exam ple , if c h a n g e s  in welfare p rogram s m a d e  a s s is ta n c e  le s s  
attractive or m ore difficult to obtain or if so m e  families c h o se  to leave  welfare or not to 
begin receiving welfare to avoid using up time-limited a s s is ta n c e .  (Such families m ay  
be ab le to ge t support  from friends or relatives.) It is important to no te  tha t welfare 
c a s e lo a d s  have  declined  fas ter  in O regon  in recen t y ea rs  than  in a lm ost every  o ther  
s ta te .  While the  s ta te 's  c a se lo a d  decline is partly the  result of a  s trong  econom y, it 
clearly reflects policy c h a n g e s  a s  well.

B e c a u s e  welfare c a s e lo a d s  in O regon  hav e  declined dramatically, an d  b e c a u s e  the 
characteristics  of the  s ta te 's  welfare recipients m ay  h av e  c h a n g e d  significantly, it is 
difficult to u se  the  d a ta  on the  proportion of welfare recipients finding work to  a s s e s s  
with certa inty  w hether  job opportunities for welfare recipients h av e  c h a n g ed  
significantly. N evertheless , the  d a ta  do not indicate that finding a  job b e c a m e  h a rde r  
for welfare recipients in 1997.

R etail T rad e  E m p lo y m en t

Retail t rad e  is the  industry with the  largest proportion of em p lo y ees  earning  a t or n ea r  
the minimum w age . It is likely tha t em ploym ent growth in retail t rad e  would b e  w eak er  
than  em ploym ent trend s  in o ther industries if an  in c re a se  in the  minimum w a g e  had  
led b u s in e s s e s  to red uce  the n um ber of em ployees .  This did not h a p p e n  in O reg o n  in 
1997 following th e  in c rease  in the  s ta te 's  minimum w age .
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Table  II sh o w s  the  growth rate in retail t rade  em ploym ent an d  in all o ther  industries in 
O regon  s in ce  1995. T h ere  a re  two things to note abou t this table. First, e a c h  year  
during this period, retail t rade  em ploym ent rose  a t  a  slower p a c e  than  th e  rest of the 
labor force. B e c a u s e  em ploym ent in retail trade  w a s  growing m ore slowly than  
em ploym ent in o ther industries before the  s ta te 's  minimum w a g e  w a s  raised, the  
lower growth rate of retail em ploym ent in 1997 reflects a  continuation of a  trend  and  
d o e s  not a p p ea r ,  a t  first blush, to be  related  to the  minimum w a g e  inc rease .

Table II
Oregon Employment Growth Rates, 1995-1997

1995 1996 1997

Total non-farm trade 4.1% 4.0% 3.4%

j Retail trade 3.4% 3.1% 2.8%

Total less retail trade 4.2% 4.2% 3.5%
Source: U.S. Bureau of Labor Statistics

S eco n d ,  the  tab le  sho w s 
tha t th e  overall growth 
rate in O regon  
em ploym ent w a s  lower in 
1997 than  in 1996, a 
reflection tha t  the  s ta te 's  
s trong  econom ic  growth 
had  s low ed  som ew hat.
T he  d a ta  a lso  sho w  that 
th e  s lowdow n in th e  rate 
of retail t ra d e  em ploym ent growth —  from 3.1 percen t  in 1996 to 2.8 percen t  in 1997 
—  w a s  actually sm aller than  th e  decline in the growth rate for em ploym ent in all o ther
industries  —  from 4.2 percen t  to 3 .5 p e r c e n t . ^  If the  minimum w a g e  in c rease  had  
adverse ly  affected  em ploym ent opportunities for low-wage workers, it is likely tha t the  
growth rate  in retail t rade  em ploym ent would hav e  fallen by a  g rea te r  margin than  the  
fall in th e  overall em ploym ent growth rate. B e c a u se  the  slowdown in job growth w as  
m ore m o d e s t  in retail trade  than  in o ther industries th e se  d a ta  a lso  s u g g e s t  tha t  the 
minimum w a g e  inc rease  w as  not a  leading factor behind the m o d es t  slowdow n in the 
s ta te 's  econom ic  growth rate in 1997.

T he  O regon  Em ployment D epartm ent did expec t  so m e  reduced  growth in retail trade  
em ploym ent a s  a  result of the  minimum w age  inc rease . After factoring in the  impact 
of the  s ta te 's  1997 minimum w a g e  inc rease , the  d epartm en t es t im ated  tha t the re  
would be  2 8 2 ,2 00  retail jobs in O regon  in 1997. That is one  percen t lower than  the 
d ep a r tm en t 's  es tim ate  of 285 ,100  retail t rad e  jobs in the a b s e n c e  of the  minimum 
w a g e  i n c r e a s e . ^  Actual figures for 1997 —  which show  that O regon  had  284 ,400  
retail jobs, or slightly m ore than  the n um ber projected for the  y ea r  —  support the  
Em ploym ent D epartm ent 's  fo recas t  of m o d es t  job lo sse s  following th e  minimum w ag e
i n c r e a s e . ^

R e s e a rc h  o n  th e  M inim um  W ag e 's  E ffect o n  E m p lo y m en t

T h e s e  indicators from O regon  a re  consis ten t with recen t acad em ic  re se a rc h  showing 
tha t  a t  th e  current level, m odera te  in c re a se s  in the  minimum w a g e  would not have  
a d v e r s e  em ploym ent effects. This includes s tu d ies  of in c re a se s  in th e  federal 
minimum w a g e  in the early 1990s and  in 1996, a s  well a s  in c re a se s  at the  s ta te  level.

A m ong th e  re se a rc h  on s ta te  minimum w a g e s  a re  s tud ies  of an  in c re ase  in the  
California minimum w ag e  in 1988 an d  in the  New J e rse y  minimum w a g e  in 1992. The 
New J e r s e y  minimum w a g e  w a s  ra ised  to $5 .05  an  hour in 1992. Adjusting for 
inflation, tha t eq u a ls  $5 .90  in 1998 dollars, or roughly the  s a m e  a s  the  1998 O regon  
minimum w a g e  level. T he  study of the  New J e r se y  minimum w a g e  in c re a se  co m p ared  
em ploym ent growth in fast-food res tau ran ts  in th e  s ta te  with em ploym ent growth in
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n earby  e a s te rn  Pennsylvan ia , w here  the  minimum w a g e  w a s  not raised . T h e  s tudy
found tha t em ploym ent trend s  w ere a s  favorable in New J e r s e y  a s  in Pennsylvania .^)- 
In r e s p o n s e  to q uestion s  abou t this s tudy 's  m ethods , the  au tho rs  p re p a re d  a  1998 
re-analysis  using new  d a ta  from the  Bureau  of Labor Statistics. T h e  new  re se a rc h  
confirms the  initial findings.

S tud ies  of recen t  in c re a se s  in the federal minimum w a g e  also  h av e  found no a d v e r se  
effect on em ploym ent nationally. A May 1998 study by th e  Econom ic Policy Institute 
u se d  four different t e s t s  to m e a s u re  the  em ploym ent effects of the  1996-97  in c re a se  
in th e  federal minimum w a g e  to $5 .15  an  hour. T he  te s t s  typically sh o w ed  small 
c h a n g e s  in em ploym ent for m o st  g roups  —  in s o m e  c a s e s  positive an d  in o ther  c a s e s  
negative  —  with virtually all of the  c h a n g e s  being statistically insignificant. T he  o n e  
te s t  tha t  sh o w ed  fairly substantia l an d  statistically significant em ploym ent effects 
found tha t th e  minimum w a g e  in c rease  boo sted  th e  em ploym ent of low-wage 
workers. T h e  au tho rs  concluded  tha t the  te s ts  "fail to find any  system atic , significant 
job loss  a s s o c ia te d  with the  1996-97 i n c r e a s e s . " ^
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Im p lica tio n s  fo r a  F ed e ra l M inim um  W age

The O regon  findings have  significant implications for the  federal minimum w a g e  
d eb a te .  J u s t  a s  in O regon , p a ren ts  who leave welfare for work throughout th e  nation 
ten d  to ea rn  a t  or n e a r  the  minimum w age . Nationwide, half of the  single m o th e rs  who 
received  welfare a s s is ta n c e  for a t  lea s t  part of the  y ea r  but a lso  w orked  at leas t  part 
of th e  y e a r  e a rn e d  less  than  $5 .15  an  hour in 1996 —  th e  m ost recen t  y ea r  for which 
d a ta  a re  available —  while 63 percen t ea rn e d  less  than  $6 .15  an  hour. (The federal 
minimum w age , which s tood  at $4 .25  an  hour a t  th e  beginning of 1996 w a s  ra ised  to 
$4 .75  an  hour in O c tober  1996 and  to $5.15  an  hour in S e p te m b e r  1997. T h e  leading 
proposal to ra ise  th e  federal minimum w a g e  would lift th e  w a g e  floor to $6 .15  an  hour 
by 2000.)

In addition, the  O regon  d a ta  a re  consis ten t with re se a rc h  show ing tha t th e  recen t  
in c re ase  in the  federal minimum w ag e  boo sted  the  ea rn ing s  of low-income families 
generally. A s tudy by the  Econom ic Policy Institute on th e  tw o-step  in c rease  in the  
minimum w a g e  from $4.25  an  hour in 1996 to $5 .15  an  hour in 1997 found tha t 
m inim um -wage w orkers  frequently reside in low-income working families a n d  tha t 
low-income families benefited  th e  m ost from the  in c rease .  T he  EPI s tudy found tha t  
am on g  working families with a  working adult, th o se  in the  bottom fifth of th e  incom e 
distribution received  five percen t  of total family incom e nationally, but they  rece ived  35 
p e rcen t  of th e  benefit from the  minimum w ag e  inc rease .  T h e  s tudy  a lso  found tha t  58 
p e rcen t  of th e  ea rn ings  ga ins  from the  minimum w a g e  in c re a se  w en t to the  bottom 
two-fifths of families in te rm s  of incom e. T he  EPI s tudy  a lso  looked a t the  im pact on 
w a g e s  for adu lts  with le s s  than  a  high school education  an d  for te e n a g e rs ;  it found 
that th e re  w ere  substan tia l  w a g e  in c re a se s  am on g  th e s e  g roups, particularly am o n g  
m i n o r i t i e s . ^

T oge ther, t h e s e  findings s u g g e s t  tha t  the  recen t  in c re a se s  in th e  federal minimum 
w a g e  a re  likely to hav e  ra ised  the  incom es  of a  substantia l s h a re  of th e  p a ren ts  who 
left welfare for work. It further s u g g e s ts  that additional in c re a se s  in th e  federal 
minimum w a g e  would lift the  ea rn ing s  of th e se  families ev en  m ore, helping families
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' * make a successful transition to work and remain off welfare.
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End Notes

1. The ballot initiative called for a three-step increase in the state's minimum wage. The third step will 
be an increase to $6.50 an hour in January 1999.

2. The wage data reflect hourly wage information provided by welfare recipients to the welfare 
department. The large majority of recipients reporting wage information are participants in the state's 
welfare-to-work program. The remainder are recipients who find work outside of the state's JOBS 
program and report their wage information to caseworkers for benefit re-determination purposes. It is 
likely that the state data do not include all recipients who find work; for example, some recipients may 
choose to leave the welfare program when they find a job and thus would not need to report other 
wage information. Nevertheless, these data were collected in a consistent manner throughout the 
period covered in this report and thus are likely to accurately reflect changes over time. In addition, 
these data are used by the state as a performance measure for its welfare reform efforts.

3. Data from Oregon's Adult and Family Services division on the distribution of wages prior to the 
minimum wage increase are limited. They reflect only those welfare recipients who found full-time 
work, and the only figures on welfare recipients with earnings below the new minimum are for those 
earning less than $5.00 an hour. The available figures show that 17 percent of welfare recipients who 
found full-time work in the 1996 fiscal year earned less than $5.00 an hour. Since the vast majority of 
workers are covered by minimum wage laws, most of the workers earning less than five dollars an 
hour would have benefited from the state's minimum wage increase.

4. The national comparison group was selected to match as closely as possible the profile of Oregon 
welfare recipients who moved into work. The comparison group was limited to working women 
because most adult welfare recipients are women. The low-wage level is the 20th percentile wage level 
among all lemale workers, as calculated by the Economic Policy Institute. Some 80 percent of women 
earned more than this level and 20 percent earned less. Between 1993 and 1996, the 20th percentile 
wage level among women was slightly more than $6 an hour, or roughiy equal to the average wage of 
Oregon welfare recipients who moved into jobs in that period.

5. The hourly wage for the typical low-wage female nationwide —  i.e., the 20th percentile wage among 
women —  equaled $6.13 an hour in 1993, $6.08 an hour in 1996, and $6.15 an hour in 1997, with all 
figures measured in 1997 dollars. It is worth noting that the increase between 1996 and 1997 may in 
part reflect the increase in the federal minimum wage from $4.75 an hour to $5.15 an hour in 
September 1997. In other words, the wage growth at this level may have been less than one percent if 
the federal minimum wage had not been increased.

6 . When the change is measured in percentage terms, the 1997 growth rate in retail trade employment 
was 10 percent lower than the 1996 growth rate. The 1997 employment growth rate for all other 
industries was 15 percent lower than the 1996 growth rate.

7. Oregon Employment Department, unpublished data, March 1997. The simulation also estimated that 
when the minimum wage increase enacted in 1996 was fully implemented, i.e, when the state's 
minimum wage reaches $6.50 an hour in 1999, retail employment will be about three percent lov/er 
than it would have been if the minimum wage had not been increased. The simulation also estimated 
that the number of non-health service jobs will be about one percent lower in 1999 than it otherwise 
would have been as a result of the minimum wage increases. Overall, the department estimated that 
there would be 12,600 fewer jobs in the state in 1999 as a result of the minimum wage increase, a 
reduction of less than one percent.

8 . As part of its standard measurement of employment, the Oregon Employment Department will 
revise all 1997 employment figures early in 1999. The revised figure for the number of retail trade jobs 
thus may differ slightly from the figure noted in this report.

9. David Card and Alan Krueger, "Minimum Wages and Employment: a Case Study of the Fast Food 
Industry in New Jersey and Pennsylvania," American Economics Review, September 1984, and "A
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Reanalysis of the Effect of the New Jersey Minimum Wage Increase on the Fast-Food Industry with 
Representative Payroll Data," Princeton University, January 1998.

10. Jared Bernstein and John Schmitt, M aking W ork Pay: The Im pact o f the 1996-97 M inim um  Wage 
Increase, Economic Policy Institute, Washington, D.C., May 1998, page 1.

11. Bernstein and Schmitt, op cit. The study shows, for example, that 30 percent of working women 
aged 20 to 54 with less than a high school degree earned $5.15 an hour or less in the six months prior 
to the first step of the recent federal minimum wage increase in October 1996. During the six months 
following the second step of the increase, to $5.15 an hour, the share of teens with earnings below this 
level dropped to 13 percent. (According to EPI, some workers continued to earn below $5.15 despite 
the increase in the federal minimum wage because not all workers are covered by the minimum wage 
law, because some employers may not have been complying with the law, and because some workers 
may have inaccurately reported their earnings in the Census Bureau survey from which these data 
were drawn.)

• Press Release

Access additional labor market and state safety net 
reports.

•: z&sMtaa m saem rim isa s& tt m m su

Home I Background Information I Board of Directors I Center Staff 
Publication Library I Search this site I Job Opportunities I Internship Information 

International Budget Project I State Fiscal Analysis Initiative 
"Start Healthy. Stay Healthy" Child Health Insurance Outreach

c v  ., • •. .r^saE iasa

To join the Center's e-mail notification list, ask questions, 
or send comments, write to bazle@cbpp.org 

Center on Budget ano Policy Priorities 
820 First Street, NE, Suite 510 

Washington, DC 20002 
Ph: (202) 408-1080 

Fax: (202) 408-1056

lO o f 10 At2 I/O I 5:23 P M

http://www.cbpp.org/529omisv.htm
mailto:bazle@cbpp.org




F I S C A L  N O T E

STA TE OF ALA SKA
2001 LE G ISLA T IV E  SESSION

Revision Date/Tim e (Note if correction): 02/21/2001 12:10p.m. 
Title: Gram -Leach-Bliley Act & Other Insurance____

Fiscal Note Number:  1_

Bill Version:

(S) Publish Date:

S B  138

3/13/01

Dept. Affected: D C E D
'B R U :
Component:

Insurance Operations 
Insurance Operations

Sponsor:
Requester:

Rules Committee
Governor Com ponent Number: 354

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
O P E R A T IN G  E X P E N D IT U R E S F Y  2002 F Y  2003 F Y  2004 F Y  2005 F Y  2006 F Y  2007
Personal Sen/ices
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

T O T A L  O P E R A T IN G 0.0 0.0 0.0 0.0 0.0 0.0

C A P IT A L  E X P E N D IT U R E S 0.0 0.0 0.0 0.0 0.0 0.0

C H A N G E  IN R E V E N U E S  ( )

FU N D  S O U R C E (Thousands of Dollars
1002 Federal Receipts
1003 G F  Match
1004 G F
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

T O T A L 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate  o f any current year (FY2001) co s t : 0.0

Prepared by: 
Division
Approved by: 
Agency

(R ov 2/7/2001 OMB)

Robert A. Lohr, Director Phone  907-269-7900
Insurance
Com m issioner Deborah B. Sedw ick

Date/Time 02/21/2001 12:10p.m. 
Date 2/21/2001

Department of Community & Econ om ic Development_______
For distribution information, call tho Governor's Leqislative Office

C O M M I T T E E  C C f
Page 1 o f  1 _



M I C H A E L  L .  L E S S M E I E R  
G R E G O R Y  W .  L E S S M E I E R  
S H E L D O N  E .  W I N T E R S  
C O L B Y  J .  S M I T H

L E S S M E I E R  &  W l N T E

J u n e a u , A laska  9 9 8 0 1 -1 1 *

4 3 1  N o r t h  F r a n k l in  S t r e  
S u it e  4 0 0

L A W Y E R S  - L L C

5-5912
■3020

April 9, 2001

V ia H and D elivery

Senate Labor and C om m erce C om m ittee 
c/'o the H onorable Randy Philips, Chair 
A laska Legislature 
State Capitol, Room 103 
Juneau, A laska 99801-1182

Re: C S  SB 138

D ear Senator Phillips and C om m ittee M embers:

I represent State Farm  Insurance Com panies. State Farm can support the current 
version o f  CS SB 138 as set forth in the L&C w ork draft.

Sincerely,

LESSM EIER  & W IN TERS

By: "
Sheldon E. W inters

SEW /sgw
0015-006/Phi l ips-01 -sn w



A l a s k a  I n d e p e n d e n t  

I n s u r a n c e  A g e n t s

April 3, 2001

The Honorable Randy Phillips 
Alaska State Senate 
State Capitol, Room 103 
Juneau, A laska 99801-1182

Dear Chairm an Phillips:

On behalf of the Alaska Independent Insurance Agents and Brokers and the Independent 
insurance Agents of America, I w rite  you to express our support fo r the consum er protection 
provisions contained in Senate Bill 138, a bill scheduled to be considered by the Senate Labor and 
Com m erce Com m ittee ia ter this week.

The enactm ent of the Gram m -Leach-Bliley A ct (GLBA) in Novem ber 2002 was the m ost 
fundam ental revision of financial services law in over a haff-century, and both policymakers and 
private industry are now faced w ith  the im pact o f this new law. W hile the drafters of the  GLBA 
sought to m odernize financial services regulation, they made every effort to ensure that such 
reform would not com e to the expense o f consumers. To this end, the act specifically protects the 
rights o f the states to enact certain consumer protections, including the types o f protections that 
have been included in Senate Bill 138.

We strongly support the com m on-sense protections contained in SB 138. Sim ilar protections are 
already in p lace in over one-halt o f the states, and these provisions have afforded consum ers a 
measure o f protection while not unduly burdening private industry. Perhaps more than any other 
aspect o f the bill, these provisions address issues that have a meaningful real-world im pact on the 
insurance-buying public. In our view, *he ultimate adoption o f SB 138 will help prove that financial 
services m odernization and effective consum er protection are not mutually exclusive goals.

For these reasons, w e com m end you and your colleagues fo r considering SB 138, and we urge 
you and your com m ittee to approve the bill and the consum er protection provisions that are 
currently included. Naturally, if the consum er protection elements o f  SB 138 are modified or 
altered in any way, we will be forced to reconsider and reevaluate our endorsement.

President /  A IIA B

P.O. Box 241846 * Anchorage, Alaska 99524-1846 • Tel: (907) 349-2500 • Fax:(907)349-1300
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April 10, 2001

The Honorable Alan Austerman 
Alaska State Senate 
State Capitol, Room 417 
Juneau, AK 99801

APfi io m
I 'Z ’iODnooh \ z l

Dear Senator Austerman:

Re: Work Draft CSSB 138, Sec. 45. Nondisclosure of person information

I am pleased to update you on the privacy provisions in the Sec. 45. of the work drat: CSSB 
138(L&C). This provision represents a carefully drawn balance between Alaskans’ r.ght to 
privacy and the ability of the insurance industry to operate within a consistent national 
framework. I respectfully request your support for this provision and the rest of the bill.

The Gramm-Leach-Bliley (GLBA) federal law establishes opt-out as the minimum standard 
those financial institutions must comply with relative to the sharing of nonpublic consumer 
information. GLBA clearly allows states to set a higher privacy standard than the opt-out 
standard in GLBA and provides that state authority will be upheld if it does so. The work draft 
CSSB 138(L&C) would require the director to adopt regulations “consistent with, but no less 
restrictive than Title V, the privacy provisions of GLBA.

CSSB 66 now specifies an opt-out standard for financial information held by banks. I believe 
that “opt out” is the appropriate standard for financial information collected by insurance 
companies for the following reasons:

• The financial information collected by an insurance company is less comprehensive and less 
sensitive than financial information collected by a bankT

• An opt-in standard for financial information would create additional administrative burdens, 
costs and an unlevel playing field for insurers operating in Alaska compared to other states, 
which have an opt-out standard. This wou*^ be a factor for insurers to weigh in deciding 
whether to offer insurance products in Alaska’s small, relatively fragile insurance market.

• Pursuant to GLBA and federal regulations implementing GLBA, national banks and other 
financial institutions must comply with an opt-out standard for sharing of financial 
information. To the extent that insurance companies arc subject to a more stringent opt-in 
standard, they will be at a competitive disadvantage compared with national banks, who are 
now competitors selling insurance products.
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• A national standard for privacy is desirable because a patchwork of privacy standards across 
the nation could negatively influence the debate of state regulation of insurance. The states’ 
ability to enact uniform regulations that satisfy GLBA requirements is viewed by many as a 
test of states’ ability to be an effective functional regulator in the new financial world created 
by GLBA.

• Consumers are well served by enacting uniform privacy standards. Under the GLBA Title V 
privacy standards consumer privacy will be well protected and consumers will have some 
certainty that these protections will not change depending upon the state in which they reside 
or where their insurance company is located.

If SB 138 were enacted, the division would issue for public comment a privacy regulation as the 
starting point for public comment. The public comment process would guide the division toward 
a final rule on this subject. Thank you for your considering the division’s views on this 
important issue.

Director

cc: Honorable Randy Phillips, Chair
Senate Labor & Commerce Committee
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The privacy provisions in both insurance bills (SB 138 and CS SB 138 (L&C) Work Draft) establish 
minimum privacy standards for insurance companies and would allow the director to adopt standards 
that provide greater privacy protections for consumers. This is consistent with the federal Gramm- 
Leach-Bliley Act (GLBA) privacy standards, which explicitly allows states to adopt privacy standards 
that provide greater protection to consumers’ privacy. The privacy provisions in both banking bills (SB 
6 6  and CS SB 66 (L&C)) directly set privacy standards for other financial institutions.

The following compares insurance and banking privacy provisions in the originally introduced bills 
and in the current version of the bills:

P r iv a c y  S ta n d a rd s

Financial Health
Current Bills
Banking -  CS SB 66 (L&C) Opt-out Opt-out
Insurance-CS SB 138 (L&C) Opt-out Opt-out

Bills Originally Introduced
Banking - SB 66 Opt-in None
Insurance - SB 138 Opt-out Opt-in

Current banking law sets an opt-in standard for sharing financial information. Current insurance law 
does not restrict sharing of consumer information.1

E x p la n a t io n  o f  T e rm s  

Opt-Out: means your information may be shared with others unless you state otherwise.

Opt-ln: means your information may not be shared with others unless you give written permission.

Insurance Financial Information: Examples include how much premium you pay, value of your 
home, your name, address, phone number, birth date, occupation, income, credit information, claims 
made against your policy, driving history, vehicle identification and features, vehicle citations, 
amounts o f coverage.

Insurance Health information: Examples include medical and mental health records, payment 
records that indicate what type of doctors you see, types o f medications you take, types of treatments 
you receive, your height and weight, whether you use tobacco.

BarKing Financial Information: Examples include income, details on all your assets and liabilities, 
credit information, where and on what you spend money.

'However, HB211 was adopted last year and will become effective 7/1/2001. It restricts sharing of 
financial and health information, but only for health insurers who sell managed care plans in the state. 
HB 211 disallows any sharing of financial information and sets an opt-in standard for sharing health 
information.
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Amendments to SB 138

Page 2, line 6, remove “otherwise”

Page 4, after line 17 add a new subsection (9) to read:

(9) is an officer, director or employee of an admitted insurer who does not receive any 
commission on policies written or sold to risks resident, located or to be performed in this state,
and the officer, director, or employee’s functions are executive, administrative, managerial,
clerical or a combination of these and are only indirectly related to the transaction of insurance; 
relates to underwriting or loss control; or are in the capacity of an agency supervisor where the 
activities are limited to providing technical assistance to insurance producers and whose 
activities do not include transacting insurance business.

Page 18, line 1, add “and (d)” after (c)

Page 18, line 5, add “and (d)” after (c)

Page 18, line 20, add a new subsection (d) to read:

(d) An insurer or insurance producer may compensate an insurance agency or another 
person as long as that person docs not transact the business of insurance in this state, unless the 
payment would violate AS 21.36.100 or 21.36.120.

Page 23, after line 4, add a new section to read:
Sec. 39. AS 21.27790(2) is amended to read

(2) the director may adopt by regulation a requirement that a surplus lines broker 
maintain a bond as described in AS 21.27.190 in an amount acceptable to the director 
[HAVE AND MAINTAIN WHILE LICENSED, A BOND IN THE SUM OF NOT LESS 
THAN 5200,000 AGGREGATE LIABILITY AND] with the conditions that the surplus lines 
broker conduct business under the provisions of this title, promptly remit the taxes and fees 
provided by law, return premiums promptly when due, and pay proper losses promptly.

Page 26, delete lines 23 to 31

Page 27, delete lines 1 to 9

Page 30, line 2, after “(Home Owners Loan Act)” add “a credit union under 12 U S.C.1752 
(Federal Credit Union Act),”

Page 30, line 4, change “or” to “and”

Page 30, line 9, after “institution.” add the sentence “A financial institution does not include an 
insurance company.”

Page 30, line 26, after "based” add “only”
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April 4

The Honorable Randy Phillips 
Chair, Senate Labor and Commerce Committee 
Alaska State Senate 
State Capitol, Room 103 
Juneau, AK 99801-1882

Dear Senator Phillips:

Re: Response to Testimony Given on SB 138 
at the Hearing on Tuesday, March 20, 2001

In response to your request at the March 20, 2001 hearing, the Division has carefully 
reviewed the written testimony provided by the American Council o f  Life Insurers 
(ACLI) and the National Association o f Independent Insurers (NAII) as well as the 
comments made by committee members and others who testified on the SB 138 and 
offers the following response. The Division continues to work cooperatively with the 
interested parties to address their concerns. In fact, amendments to address many o f these 
concerns have been submitted in anticipation o f a possible Committee Substitute for 
SB 138.

Producer Licensinu
Written testimony from ACLI identified three provisions in the PLMA that they would 
like to see added in the producer licensing section o f  SB 138. First, Section 4(B)(1)(a) o f 
the PLMA provides for an exemption from licensure for officers and directors o f a 
company, as long as their activities do not include the sale, solicitation or negotiation o f 
insurance. Second, Section 13(D) o f the PLMA allows an insurer to pay commissions to 
an insurance agency or person who does not sell, solicit, or negotiate insurance. The 
division believes these two provisions should be included in SB 138 and has worked with 
the ACLI and other interested parties to develop amendments to accomplish this. Third, 
Section 15(E) provides immunity from prosecution for providing information about 
agents to regulators or federal authorities. The division has worked with the ACLI and 
this issue has been resolved without amendment.

Privacy
Under GLBA if  the Federal Trade Commission (FTC) determines that a stale is not 
enforcing, by July 1, 2001, at least the minimum privacy provisions established in Title V 
o f GLBA, the state may lose authority to enforce certain consumer protection standards.

,2001
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July 1, 2001 is the date that financial institutions regulated by the federal government 
must comply with federal privacy regulations.

In developing the NAIC Privacy o f Consumer Financial and Health Information 
Regulation (NAIC Privacy Model), the NAIC solicited input from and worked with 
interested parties including consumer groups and the insurance industry. The NAIC 
determined that an opt-out rather than an opt-in standard for financial information was 
appropriate because national banks and other financial institutions regulated by the 
federal government must comply with an opt-out standard under GLBA and insurers 
would be put at a competitive disadvantage, if  they are required to comply with a more 
stringent opt-in standard. However, given the more sensitive nature and large amount o f 
health information held by insurance companies, the NAIC determined that an opt-in 
standard was the only appropriate standam for health infonnation.

Written testimony by ACLI supports establishing the NAIC Privacy Model as the 
maximum privacy protection that may be enacted. However, Section 507 o f  GLBA 
relating to consumer infonnation privacy clearly gives states the authority to enact laws 
and regulations that are more protective than GLBA, which establishes an opt-out 
standard for financial infonnation. Sec. 44 o f SB 138 confirms Alaska’s authority to set 
higher privacy standards by setting the NAIC Privacy Model provisions as a floor. It is 
my understanding that ACLI has now agreed with the approach in this section.

Written testimony by the NAII expresses concerns with extending privacy protections to 
third party claimants, beneficiaries, persons entitled to coverage under group plans, 
employee benefit plans, and worker’s compensation plans consistent with the NAIC 
Privacy Model. GLBA applies only to those individuals that apply for insurance. 
However, GLBA is a banking law that was written primarily for banks not insurance 
companies. Therefore it must be interpreted to fit the business o f insurance and insurance 
regulation. A consumer should not receive less privacy protection because they receive 
their insurance through a policy held by another person or commercial entity. For 
example, workers compensation insurers hold personal financial and health information 
about individuals who have made a claim. These individuals’ personal information 
should not be afforded less protection simply because they are not the policyholder. An 
injured person does not consent to share their personal infonnation by becoming injured. 
The division believes that expanding the privacy protections to these individuals is 
important consumer protection.

Written testimony by NAII also expresses concern with adopting privacy standards at this 
time given that the U.S. Department o f Health and Human Services (DHHS) rules are still 
subject to question. The division believes that the uncertainty o f the DHHS regulations 
make passage o f health privacy protections in Alaska even more critical. Also, property 
and casualty insurers are not subject to DHHS rules and; therefore, if  privacy protections 
are not passed health infonnation health by property and casualty insurers will be without 
protection. The NAIC Privacy Model clearly provides for an exemption from the privacy
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protections, if  an insurer complies with the DHHS rules. This is intended to eliminate 
any conflicts between the DHHS privacy rules and a state’s privacy regulations.

Consumer Protections
GLBA establishes important consumer protections for individuals who purchase 
insurance through financial institutions. Sec. 45-47 o f SB 138 set out these consumer 
protections in order for the state to be able to enforce the provisions on entities regulated 
under Title 21.

Written testimony by the ACLI states opposition to inclusion o f these consumer 
protections in SB 138 because the NAIC model incorporating these provisions has not 
been completed. In drafting the consumer protection provisions in 45-47 o f SB 138 the 
division relied on the provisions in GLBA, the federal regulations implementing the 
consumer protections in GLBA, model provisions developed by the Independent 
Insurance Agents o f America (IIAA) and a draft o f the NAIC model act that is still under 
development. SB 138 uses the definition o f a financial institution recommended by the 
IIAA, which is broader than the federal or NAIC definition. This was to assure that 
financial institutions that are not banks or savings associations are also required to 
comply with the provisions.

Also, the ACLI states that “Alaska will be the ONLY state to adopt non-uniform 
provisions in this area.” However, although most states do not have an active bill, it is 
the division’s understanding that as many as 26 states have already adopted similar 
consumer protections into law.

The division feels that these provisions are important protections for Alaskans who may 
purchase insurance through a financial institution and that these provisions should remain 
in the bill. Since the hearing, the division has corresponded with ACLI numerous times 
to work through solutions to their concerns. The division agrees that clarifying 
amendments to the definition o f “financial institution” are appropriate and has drafted 
such amendments. The first amendment specifically adds credit unions to the definition, 
the other two amendments narrows the scope of the provision to more accurately 
represent the financial institutions for which the protections are intended to apply. 
Another area o f agreement is in Sec. 45., Sec. 21.36.164(4) o f the bill relating to 
consumer infonnation privacy. Since consumer privacy is addressed in a comprehensive 
manner in Sec. 44. o f the bill, the division agrees that this provision is not necessary and 
should be deleted. I believe that ACLI’s concerns have been addressed with these 
proposed amendments.

Domestic Violence
In the written testimony by the NAII, they expressed concern with modifications made to 
an existing statute protecting victims o f domestic violence. Sec. 49 and 50 o f  SB 138 
contain amendments to the statute to make the provision more consistent with the GLBA 
domestic violence provision. It is the division’s understanding that the concern express
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by the NAII in their testimony and by State Farm in conversations with them regarding 
this provision, is with the removal o f  the language “ if the refusal, cancellation, denial, or 
increase results only from the fact that the person was”. It was not the division's intent to 
substantially change the law, but rather to make the provision more consistent with 
GLBA. Therefore, as stated in testimony given at the hearing on SB 138 Tuesday,
March 20, 2001, the division is supportive o f and has drafted an amendment to clarify 
this intent by amending the phrase “based on a person’s status as” to “based only on a 
person’s status as” on page 30, line 26 of the bill.

At your request, Mr. Chairman, I contacted the Alaska Public Interest Research Group 
and provided a copy o f SB 138 for their review. The division has received no comments 
from them to date.

S’

Bob Lohr 
Director

BL/KC/lvs7371 .doc
cc: Patty Parachini, American Council o f Life Insurers

Michael Harrold, National Association o f Independent Insurers
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The Honorable Alan Austerman 
Alaska State Senate

April 3, 2001

State Capitol, Room 417 1 —
Juneau, AK 99801

Dear Senator Austerman:

Re: SB 138, Sec. 44. Nondisclosure o f person information

During the Senate Labor & Commerce Committee hearing on March 20, 2001 you expressed 
specific concern with establishing an opt-out versus an opt-in standard for financial information 
held by insurance companies and requested more information on the privacy provisions in SB 
138, including a comparison o f these provisions with those found in the banking bill, SB 66.

The Gramm-Leach-Bliley (GLBA) federal law establishes opt-out as the minimum standard 
those financial institutions must comply with relative to the sharing o f nonpublic consumer 
information. GLBA clearly allows states to go beyond the minimum opt-out standard in GLBA 
and provides that state authority will be upheld if it docs so. SB 138 would require the director 
to adopt regulations “consistent with, but no less restrictive than the National Association of 
Insurance Commissioners’ (NAIC) privacy model regulation. The NAIC privacy model 
establishes an opt-out standard for financial information and an opt-in standard for health 
information.

1 understand your concern that financial information collected by banks should be under the 
tougher “opt in” provision, because o f the sensitivity of the financial information banks collect 
and their obligation to obtain their customers’ permission to share this private information with 
non-affiliates. However, while consistency between the banking and insurance provisions may 
be important, I believe that “opt out” is the appropriate standard for financial information 
collected by insurance companies for the following reasons:

• The financial infonnation collected by an insurance company is less comprehensive and less
sensitive than financial information collected by a bank.

• An opt-in standard for financial information would create additional administrative burdens,
costs and an unlevel playing field for insurers operating in Alaska compared to other states, 
which have an opt-out standard. This has the potential to drive insurers out of Alaska’s 
fragile insurance market.
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• Pursuant to GLBA and federal regulations implementing GLBA, national banks and other 
financial institutions must comply with an opt-out standard for sharing of financial 
information. To the extent that insurance companies are subject to a more stringent opt-in 
standard, they will be at a competitive disadvantage compared with national banks.

• The NAIC model privacy regulations went through an extensive hearing process with 
testimony by virtually every interest group in the country including insurance companies, 
agents and consumers and were unanimously adopted by the NAIC.

• The NAIC privacy model is being proposed in approximately 40 state legislatures this year 
and will effectively set the national standard-on consumer information privacy. A national 
standard for privacy is desirable because a patchwork of privacy standards across the nation 
could negatively influence the debate of state regulation of insurance. The states’ ability to 
enact uniform regulations that satisfy GLBA requirements is viewed by many as a test of 
states’ ability to be an effective functional regulator in the new financial world created by 
GLBA.

• Consumers are better served by enacting uniform privacy standards. Under the NAIC model 
privacy standards consumer privacy will be well protected and consumers will have some 
certainty that these protections will not change depending upon the state in which they reside 
or where their insurance company is located.

If SB 138 were enacted, the division would promulgate NAIC model privacy regulation as the 
starting point for public comment. The public comment process would guide the division toward 
a final rule on this subject. Thank you for your interest in this important issue.

Sincerely,

Robert A. Lohr
Director

cc: Honorable Randy Phillips, Chair
Senate Labor & Commerce Committee

X
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T he H o n o rab le  R an d y  P h illip s  
C h a ir
S e n a te  L ab o r & C om m erce C o m m ittee

M arch  14, 2001

MAR 1 * 2001

© E O V E
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A lask a  S ta te  L e g is la tu re  
S ta te  C ap ito l Room 103 
J u n e a u , A K  99801-1182

D e ar M r. C hair:

RE: SB 138 "An A ct r e la t in g  to  th e  b u s in e ss  o f in su ra n c e , in c lu d in g
c h an g e s  to th e  in s u ra n c e  code to im p lem en t fe d e ra l f in a n c ia l se rv ices  
re fo rm s for th e  b u s in e ss  o f in su ra n c e  a n d  to a u th o riz e  th e  d ire c to r  of 
in su ra n c e  to  rev iew  c r im in a l b ack g ro u n d s  for in d iv id u a ls  a p p ly in g  to 
en g ag e  in  th e  b u s in e ss  o f in su ra n ce ; a m en d in g  R u le  402, A la sk a  R u les  
o f E v idence; a n d  p ro v id in g  for a n  
effective date ."

O n M arch  13, 2001, SB  138 w as in tro d u ced  by th e  R u les  C o m m itte e  a t  th e  
re q u e s t o f G overno r K now les. I t  h a s  been  re fe rre d  to y o u r co m m ittee  w ith  a  
zero fiscal no te .

U n d e r th is  b ill, s ig n if ic a n t ch an g e s  w ould  be m ad e  to th e  in su ra n c e  code,
AS 21, to accom plish  in su ra n c e  re fo rm s n e c e ss ita te d  by th e  fe d e ra l G ram m - 
L each -B liley  A ct (GLBA) e n a c te d  in  1999. U n d e r GLBA, specific  s ta n d a rd s  
a re  e s ta b lis h e d  for p ro d u ce r licensing , co n su m er p rivacy , c o n su m e r 
p ro tec tio n s , a n d  in su ra n c e  sa le s . S ta te  a u th o r ity  to re g u la te  in s u ra n c e  is 
a ffirm ed  by  th is  new  fe d e ra l law . H ow ever, fe d e ra l law  m ay  p re e m p t th a t  
a u th o r i ty  i f  s ta te s  fa il to  re g u la te  in su ra n ce  in  a  m a n n e r  th a t  is  a t  le a s t  
c o n s is te n t w ith  GLBA, o r if  th e  s ta te s  re g u la te  in  a  m a n n e r  th a t  p re v e n ts  o r 
s ig n ific an tly  in te rfe re s  w ith  th e  a b ility  of a b a n k  o r b a n k  a ffilia te  to en g ag e  
in  in su ra n c e  sa le s . G LBA  re q u ire s  s ta te s  to s tre a m lin e  a n d  co o rd in a te  th e ir  
re g u la to ry  sy s te m s  to m ak e  th e m  fa s te r , less b u rd e n so m e  a n d  m ore  effective. 
E n a c tin g  th is  b ill in to  law  w ill accom plish  re fo rm s c o n s is te n t w ith  G LB A  a n d  
w ill co n tin u e  th e  p rocess o f s tre a m lin in g  an d  co o rd in a tin g  in su ra n c e  
re g u la tio n .

O ne im p o r ta n t goal o f th is  b ill is to am en d  AS 21.27, th e  lic e n s in g  c h a p te r  of 
th e  in su ra n c e  code, to p rov ide  for rec ip roc ity  in  th e  lic e n s in g  of n o n re s id e n ts . 
T h is w ill avo id  th e  forced c re a tio n  o f a  n a tio n a l li .en sin g  o rg a n iz a tio n
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a u th o riz e d  u n d e r GLBA th a t  w ould  ta k e  over lic en sin g  a u th o r i ty  from  th e  
s ta te s . I t  also  a d d re sse s  tim e -sen sitiv e  is su es  re la tin g  to c o n su m e r p riv acy  
a n d  fin an c ia l in s t i tu t io n  sa le s  of in su ra n ce . G LBA  e s ta b lish e s  m in im u m  
p riv acy  s ta n d a rd  th a t  a  s ta te  m u s t adop t. I f  a  s ta te  fa ils  to  a d o p t m in im u m  
p riv acy  s ta n d a rd s  c o n s is te n t w ith  th e  GLBA s ta n d a rd s , th e  s ta t e  r is k s  lo sing  
th e ir  a u th o r ity  to  enforce s ta te  co n su m er p ro tec tio n  s ta n d a rd s  w ith  re sp e c t to 
fin an c ia l in s ti tu tio n  in su ra n c e  sales.

In  a d d itio n  to a d d re ss in g  th e  fed e ra l GLBA re q u ire m e n ts , th e  b ill  a lso  m ak es  
ch an g es  n ecessa ry  to conform  w ith  fed e ra l law s a n d  p ro v id es  som e re g u la to ry  
s im p lifica tions.

E x am p les  inc lude  p ro v is io n s  to:

• en ab le  th e  d iv ision  to  o b ta in  n a tio n a l c r im in a l h is to ry  reco rd  checks for 
a n y  p e rso n  w ho w a n ts  to  en gage  in  th e  b u s in e ss  o f in su ra n c e ;

• re q u ire  a  p e rso n  w ith  a  felony conviction  in v o lv in g  d ish o n es ty  a n d  b re a c h  
o f t r u s t  to  o b ta in  th e  e x p re ss  w r it te n  co n sen t of th e  d ire c to r o f in su ra n c e  
before en g ag in g  in  th e  b u s in e ss  o f in su ra n ce , as re q u ire d  by a n d  
c o n sis te n t w ith  18 U .S .C . 1033 a n d  1034 (V iolent C rim e C o n tro l a n d  L aw  
E n fo rcem en t A ct of 1994);

• rem oves th e  c u rre n t s ta tu to ry  re q u ire m e n t th a t  a n  in s u ra n c e  firm  w ith  
m an y  b ra n c h  offices license  each  b ra n c h  office se p a ra te ly ;

• allow s m u ltip le  in s u re rs  w ith in  th e  in s u re r ’s h o ld in g  co m p an y  sy s te m  or 
group to  file a  sing le  com pany  a p p o in tm e n t re q u e s t;

• give a u th o r ity  to  th e  d irec to r to  p rov ide for th e  e lec tro n ic  su b m iss io n  of 
in fo rm a tio n  a n d  for e lec tro n ic  co n firm a tio n  o f a  re q u e s te d  su b m iss io n .

I re sp ec tfu lly  re q u e s t you  to sch ed u le  SB 138 for h e a r in g  in  y o u r co m m ittee , 
a n d  u rg e  yo u r favo rab le  ac tio n  on th is  bill. T he  D iv ision  o f In s u ra n c e  w ould  
be h a p p y  to  m e e t w ith  you  a n d  o th e r  m em b ers  o f th e  co m m ittee  to  b r ie f  you  
on th e  bill, a n d  to p rov ide  a n y  o th e r  in fo rm a tio n  you m ay  re q u ire . T h a n k  you 
for co n sid e rin g  th is  re q u e s t.

Sinrpvfilv

R o b ert A. L ohr 
D irec to r

RAL/SR/pb5037.doc
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S T A T E M E N T  O F  T H E  
N A T IO N A L  A S S O C IA T IO N  O F  IN D E P E N D E N T  IN S U R E R S

T O  T H E
S E N A T E  L A B O R  A N D  C O M M E R C E  C O M M IT T E E  

R E G A R D IN G  SB 138

MARCH 20,2001

Dear Chairman Phillips and Committee Members,

Due to a previously scheduled business trip, I'm afraid I might be in the air when the 
Senate Labor and Commerce Committee meets to consider SB 138 on Tuesday, March 
20^. If that is the case, I at least wanted to submit some preliminary comments on behalf 
of the National Association of Independent Insurers (NAII).

NAII is an association of property/casualty insurance companies. NAII members are 
responsible for more than 30% of all property/casualty insurance premiums written in 
Alaska.

SB 138 iB a complicated piece o f legislation that co-mingles several distinct Issues of 
importance and concern to our members. In my comments below, 1 will address both our 
support and concern with different aspects of SB 138.

P roducer L icen s in g

NAII was founded on the principle that the business of insurance should be regulated by 
the states. We are committed to preserving state insurance regulation. The reciprocity 
provisions o f SB 138 address the state action that is necessitated by the 1999 Gramm- 
Leach-Bliley Act (GLBA) and will prevent the loss of states' oversight o f producer 
licensing to the federal government.

The NAII would especially like to offer our support of Section 2 of SB 138, which 
provides a limited exemption to an employee o f an insurer who responds to requests from 
existing policyholders on existing policies. We believe the customer service 
representative (CSR) exemption in SB 138 is particularly salient to the need3 of insurance 
consumers in a state characterized by the geographic and demographic expanse of 
Alaska. We support the exemption for the following reasons:

1. T h e  exem ption  is lim ite d . I t  does not a llow  un licensed  employees to sell new  
po lic ies .
This is a very limited exemption. It does not allow employees of an Insurance company 
or a producer to sell new insurance policies. Once a person purchases a policy from a 
licensed agent and the customer relationship is established, this exemption allows an 
employee of the insurer or the producer to respond to the customer's request for service 
on that policy.

The exemption only applies to incoming calls and other types of requests from existing 
policyholders. The exemption does not allow an unlicensed employee to make outbound 
calls to policyholders or prospects.
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The exemption only allows unlicensed employees to provide services on existing 
policies. Under the exemption, if an auto insurance policyholder calls his or her auto 
insurance company and asks about purchasing homeowners insurance, the com pany 's 
employee must refer the call to a licensed insurance producer. The exemption only allows 
employees to work on existing policies.

2. The exemption is necessary.
Although the exemption is limited, it is extremely Important to customers, insurers and 
producers. In today's fast-paced, 24-ltour economy, consumers expect quick, reliable and 
economical services from the businesses they deal with. A person who wants to make a 
change to his/her policy or who has a question about his/her existing coverage expects the 
person he/she calls at the insurer's or the producer's office to provide immediate 
assistance.

Many insurers have responded to this consumer expectation by establishing 24-hour 
customer service centers. Employees at these service centers are trained extensively on 
the insurer's products and policies. The employees are able to quickly respond to 
customer requests for assistance. The licensed insurance company stands behind the 
actions of its employees.

The functioning of these service centers would be severely impaired by imposing 
licensing requirements on all employees. The service centers typically operate on a 
regional or national basis. Calls to the service centers can come from any state. Without 
an exemption from the nonresident licensing requirement, every employee at a national 
service center would have to obtain fifty nonresident licenses in order to serve customers 
in all states and the District of Columbia. In addition to the economic burdens that such 
licensing imposes, die administrative difficulty of keeping track of every employee's 
nonresident licensing status in every state would make it very difficult to operate the type 
of service centers that insurance customers want and expect.

The need to license employees who simply service existing customers imposes similar 
difficulties on producers. Given the wide array of tasks that licensed producers must 
accomplish, it makes 9ense to allow an employee of a licensed producer to handle 
requests from existing customers on existing policies.

One of the goals o f revising producer licensing laws is to modernize these laws. The 
limited exemption for employee.'! who respond to requests from existing policyholders is 
consistent with this goal The exemption recognizes the modern reality that in order to 
keep customers satisfied, insurers and producers must be ready, at all times, to provide 
quick, reliable and economical service.

3. T h e  exem ption does no t jeopa rd ize  state insu rance regu la tio n .
The inclusion o f the exemption for employees who respond to existing policyholders on 
existing policies does not in any way jeopardize SB 138’s compliance with GLBA 
reciprocity requirements. Enactment of SB 138 with the exemption will allow Alaska to 
be included in the majority of states that have taken action to preserve state regulation 
over producer licensing.
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Privacy

The NAII has strong concerns with Section 44 of the bill which allows the Director of 
Insurance to promulgate regulations that are consistent with, and perhaps more stringent 
than, the model regulations adopted by the National Association of Insurance 
Commissioners (NAIC). Our concents stem from the importance of having any such rule 
follow the federal rules implementing Title V  of the Gramra-Lcach-Blitey Act (Title V) 
as closely as possible. But the NAIC model exceeds GLBA in a number o f important 
areas, including its overly expansive definition of “consumer” (which includes business 
employers), the inclusion of commercial lines, the inclusion of third party claimants, and 
the possible duplicity and conflicting requirements for disclosure of non-public personal 
health information.

Particularly troubling is the prospect of the Division of Insurance adopting rules 
pertaining to the disclosure of non-public health Information at a time when the Bush 
Administration has re-opened the rides promulgated by the Department of Health and 
Human Services (HHS). Even though the property/casualty industry has been exempted 
from complying with the HHS rules, it is necessary for the property/casualty industry to 
comply with portions of the rules to enable the industry to receive non-public personal 
health infonnation from beahh providers. Thus properiy/cosuulty insurers will find 
themselves in a position of having to comply both with portions of the yet to be 
determined HHS rules and whatever provisions are contained in an Alaska health 
information privacy rule. Such a situation has the potential to create a morass of 
confusion and conflicting requirements that will not serve consumers or insurers.

Victims of Domestic Violence

Finally, the NAII is concerned with Sections 49 and SO of the bill that amend Alaska’s 
current law relating to victims of domestic violence. We thought this issue had been 
resolved by the legislature several years ago and it is unclear to us whether the Division 
of Insurance simply is trying to more clearly state current law or whether it is attempting 
to effect a substantive change in the law. We look forward to hearing more from the 
Division on this issue.

The NAII appreciates the Committee’s consideration of our comments as it begins work 
on this important but multi-faceted piece of legislation. W e  look forward to working 
with the Committee, the Divis'on of Insurance, and other interested parties in the days 
ahead.

Respectfully submitted by,

Michael Hairold 
Northwest Regional Manager



Gramm-Leach-Bliley Financial Services 
Modernization Act (GLBA)

•The Act breaks down barriers among banking, 
insurance and securities industries by repealing the 
Glass-Steagall Act, re-writing federal banking 
laws, and establishing a framework covering the 
responsibilities of federal and state regulators
•State insurance regulators’ primary goal is to 
protect insurance consumers by taking a proactive 
and flexible approach to regulation



Gramm-Leach-Bliley Financial Services 
Modernization Act (GLBA)

•State regulators must streamline processes and 
become more efficient in the highly competitive 
world economic environment
•State regulators must work cooperatively with other 
state officials, federal officials, consumers and 
interested parties
•Simplify producer licensing, protect the privacy of 
consumers information and protect consumers who 
purchase insurance through banks



P r o d u c e r  L i c e n s i n g

National Association of Registered Agents 
and Brokers (NARAB) will be enacted by 
November 2002, if at least 29 states do not 
achieve either uniformity or reciprocity for 
nonresident agents and brokers.



NAIC Producer Licensing Model

In October 2000, the National Association of 
Insurance Commissioners (NAIC) adopted the 
Producer License Model Act (PLMA) for states to 
use as a guideline for developing legislation to 
meet the reciprocity elements of GLBA and move 
toward uniformity.



Alaska Licensees
f

•Over 10,700 licensees 
•2,900 residents 
•7,800 nonresidents

•Since 1998, the Division has seen a 38% 
increase in the number of nonresident licensees 
while the trend for resident licensees has 
remained constant.



Producer Licensing Provisions
•Based on the NAIC Model with goal of achieving 
reciprocity and moving towards Uniformity
•Give licenses on a reciprocal basis, which means a 
nonresident applicant may receive a license upon 
request for licensure and payment of fee, if producer 
is licensed and in good standing in home state
•Issue a nonresident license for the same authority 
granted in the home state
•Accept home state’s continuing education 
requirement



Producer Licensing Provisions 
....Continued

•Eliminate any retaliatory provisions
•Remove all discriminatory requirements based 
on place of residency or operations
•Accept the National Uniform License 
Application



Benefits of Enacting the Producer 
Licensing Provisions

•Streamlined license process and elimination of 
duplicative requirements for licensure
•Greater efficiency and cost savings
•No retaliatory fee requirements
•Level playing field
•Collaborative effort to identify rogue agents



Alaska’s Constitutional Right to 
Privacy

Article I, Section 22 states “The right of the 
people to privacy is recognized and shall not 

be infringed. The legislature shall 
implement this section.”


