REPORTTOLAW&
LEGISLATION COMMITTEE
City of Sacramento
915 1 Street, Sacramento , CA 95814-2671

STAFF REPORT

May 4, 2006
Honorable Members of the
Law and Legislation Committee
Subject: Legislative Position: SB 1162 and AB I 835 Relating to Minimum Wage
Increases
Location/Council District: Citywide
Recommendation:
This report is for the Law and Legislation Committee's discussion and direction on a
City position on SB 1I 62 and AB 1835 relating to state minimum wage increases.
Contact: Yvette Rincon, Legislative Analyst, 808-5827
Presenters: Yvette Rincon, Legislative Analyst
Department: City Manager's Office
Division: Government Affairs
Organization No: 0310
Summary:
Councilmember McCarty requested that the City consider supporting SB 1I 62 and AB
1835, This report provides information on SB 1I 62 and AB 1835 relating to state
minimum wage increases.
Committee/Commission Action:
None.
Background Information:
Under existing law, the Industrial Welfare Commission is authorized to set a higher
minimum wage in accordance with a prescribed procedure that includes the selection of
wage boards to consider and make recommendations regarding wage issues. The
current minimum wage for all industries, as established by the commission, is $6.75 per
hour as of January 1, 2002.
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if all workers in the state earned a minimum wage of$ 8.00 per hour, public assistance
program costs would be reduced by $2.7 billion.
Once the highest, California's minimum wage is now the lowest on the West Coast. In
1998, by ballot initiative, the state of Washington indexed its minimum wage, and today
it is $7.63 per hour. In 2002, Oregon increased and indexed its minimum wage which is
currently $7.50 an hour. Alaska recently increased its minimum wage to $7.15 an hour.
In 2006, CBP also reported that contrary to opponents' contention that an increase in
the minimum wage would result in fewer jobs in low wage industries, such as food
service and retail, employment in these sectors actually outpaced the average annual
increase in total employment.
A 1998 Economic Policy Institute (EPI) study failed to find any systematic, significant
job loss associated with minimum wage increases. In fact, following the most recent
increases in the minimum wage, the low-wage labor market performed better than it had
in decades (e.g., lower unemployment rates, increased average hourly wages,
increased family income, decreased poverty rates). Studies of federal minimum wage
increases, as well as studies by David Card and Alan Krueger of several state minimum
wage increases also found no measurable negative impact on employment.
Finally, a recent Fiscal Policy Institute (FPI) study of state minimum wages found no
evidence of negative employment effects on small businesses.
Supporters of SB 1162 state that many minimum wage workers in the hospitality
industry must rely on 'tips" to make ends meet, exposing them to unpredictable
seasonal fluctuations in income. Meanwhile, the restaurant industry has seen a 158%
increase in profits since 1968. They cite the California Restaurant Association's own
publications showing the number of restaurants and the number of employees growing
dramatically over the past ten years despite increases in the minimum wage.
The California Labor Federation, AFL-CIO, a co-sponsor of this bill argues that the
impact of a raise in the minimum wage on the state budget would be an economic
stimulus as workers spend their new disposable income on taxable merchandise and
services. The costs to the state of increased wages will be offset by newly generated
tax revenue and decreased use of public assistance programs.
The California Association of Public Authorities (CAPA) for In-Home Support Services
(IHSS) notes that increasing the minimum wage would not only benefit IHSS workers
but would generate higher federal financial participation in Public Authority Services.
Opponents Comments
Those opposed to SB 1162 state that it will make California home to the highest
minimum wage rate in the country, hurting businesses already paying the highest
energy costs and the highest workers' compensation premiums. Workers'
3
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compensation and health care premiums, as well as other employment related taxes
would also increase because they are affected by increases in payroll costs.
The California Restaurant Association (CRA) argues that automatic increases tied to
inflation db not consider other economic factors, such as the strength of the job market,
when it may not be advisable to increase wages. They believe that minimum wage
increases should be subject to the public hearing process employed through the
Industrial Wage Commission, not through the legislative process and certainly not
through an automatic cost of living adjustment formula.
CRA states that since "back-of-the-house employees", like cooks and dishwashers may
make slightly more than minimum wage, they won't benefit from the minimum wage
increase. Only wait staff, paid minimum wage, will receive an increase and many of
them often make $15 to $30 an hour in tips, alone.
Western Growers believe that an increase in the minimum wage would have a
detrimental effect upon the agricultural industry. They argue that farmers operate with a
small profit margin already and are unable to set the price received for their crops and
that since farmers cannot pass any increase along to the consumer they would have to
absorb the financial increase placed upon them.
Opponents contend that most of today's minimum wage earners are teenagers, young
adults and adult women who are relatively unskilled, have limited work experience or
work part time. Once these entry-level employees get a foot on the employment ladder,
they'll find hard work and new abilities are quickly rewarded. The minimum wage
should not be perceived or expected to provide a long-term wage solution for any
employee.
The California Chamber of Commerce points outthat SB 1162 would also affect the
status of employees currently exempt from overtime provisions under California law,
since the wage test requires that executive, administrative and professional employees
must earn at least two times the state minimum wage for full time employment. This
would increase an exempt employee's salary from $28,080 to $32,240 per year by 2008
and with indexing, increase employers' costs by an unknown amount each year
thereafter.
Opponents contend that increasing the minimum wage will dramatically increase
employer costs. In order to account for these unanticipated costs, employers will have
no choice but to make cuts, resulting in a loss of jobs among the lowest paid.
Financial Considerations:
Currently, the City of Sacramento does not have any staff positions at minimum wage. If
this bill is 'approved, the impact on the City will be minimal.

4

AMENDED IN SENATE MARCH 23, 2006

SENATE BILL

No. 1162

Introduced by Senator Cedillo
(Principal coauthor; Assembly Member Lieber)

(Coauthor; Senator Perata)
January 10, 2006

An act to add Section 1182.12 to the Labor Code, relating to the
minimum wage, making an appropriation therefor, and declaring the
urgency thereof, to take effect immediately.
LEGISLATIVE COUNSEL'S DIGEST

SB 1162, as amended, Cedillo. Minimum wage increase.
Under existing law, by statute, the minimum wage for all industries
shall be not less than $5.75 per hour on and after March 1, 1998. Also
under existing law, the Industrial Welfare Commission is authorized
to set a higher minimum wage in accordance with a prescribed
procedure that includes the selection of wage boards to consider and
make recommendations regarding wage issues. The current minimum
wage for all industries, as established by the commission, is $6.75 per
hour on and after January l, 2002.
This bill would increase the minimum wage to $7.25 per hour,
effective on and afterSeptember -1-,--2006 60 days after its enactment,
and would further increase the minimum wage to $7.75 per hour,
effective on and after July l, 2007.1n addition, this bill would provide
that the minimum wage shall be adjusted automatically at intervals to
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every year thereafter on January 1, calculated by an indexing method,
as specified.
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This bill would appropriate $2, 000, 000 from the General Fund in
the 2005-06 fiscal year to pay for minimum wage increases in state
agencies affected by the increase.
This bill would declare that it is to take effect immediately as an
urgency statute.
Vote: 2/3. Appropriation: rieryes. Fiscal committee: yes.
State-mandated local program: no.
The people of the State of California do enact as follows:
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

SECTION 1. Section 1182.12 is added to the Labor Code, to
read:
1182.12. (a) Notwithstanding any other provision of this
part,-on-and after September , 2006 60 days after the enactment
of this act, the minimum wage for all industries shall be not less
than seven dollars and twenty-five cents ($7.25) per hour; on and
after July 1, 2007, the minimum wage for all industries shall be
not less than seven dollars and seventy-five cents ($7.75) per
hour.
(b) (1) The minimum wage shall be adjusted autoznatlcally-on
year, beginning January 1,-2O--each January 1_o f-every
2008.
(2) The minimum wage shall be adjusted automatically by-an
to-be--determined. multiplying the minimum
indexing-method
wage in effect on the prior June 30 by the percentage of inflation
that occurred during the previous year, adding this amount of
increase to the wage from the previous year, and rounding off the
product to the nearest five cents ($0.05). The Industrial Welfare
Commission shall publicize the automatically adjusted minimum
wage, but if it cannot, then the Department of Industrial
Relations shall do so.
(c) For purposes of subdivision (b), the following terms have
the following meanings:
(1) "Percentage of inflation" means the percentage of
inflation specified in the California Consumer Price Index for all
Urban C'onsumers, as published by the Department of Industrial
Relations, Division of Labor Statistics and Research, or its
successor index.
(2) "Previous year" means the 12-month period that ended on
March 31 of the calendar year prior to the adjustment.
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Senate Appropriations Committee Fiscal Summary
Senator Kevin Murray, Chairman

1162 (Cedillo)
Amended: 3/23/06
Policy Vote: Labor & IR 3-1

4/24/06
Hearing Date:
Consultant: Nora Lynn

SB 1162, an urgency measure, increases the
BILL SUMMARY.
state's minimum wage to $7.25 per hour 60 days after its
enactment and to $7.75 effective July 1, 2007. SB 1162 requires
the state's minimum wage to be recalculated each year thereafter
to reflect the previous year's rate of inflation and
appropriates $2 million from the General Fund to fund state
agencies' costs associated with the minimum wage increase.

Fiscal Impact (in thousands)

Appropriation

Fund
2007-08
General

2006-07

2005-06

Major Provisions

$2,000*

Wage increase (state employees)

$690*

$1,380*

GF/SF

IHSS

$4,606

$12,980

GF/Local

CalWorks (savings)

($982)

4$2,9347

GF/Local

CA Food Assistance Program
($371) General

($121)

(savings)
* Appropriation intended to offset state wage costs; see staff
comments

STAFF COMMENTS: This bill meets the criteria to be placed on the
Suspense file.
The current minimum wage in California is $6.75 per hour. A
report by the Controller's Office indicates that as of April 7,
- continued --
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Costs to the Department of Industrial Relations to publicize the
newly-calculated indexed minimum wage each year would be minor
and absorbable.
STAFF NOTES SB 1162 indicates its initial wage increase is to go
into effect 50 after enactment, which, even taking into account
its urgency status, would likely not take place until after the
beginning of the next fiscal year. Based on estimates provided
by impacted state agencies, $2 million far exceeds agenciesr
increased costs associated with the measure. Additionally, many
of the impacted employees are not paid from the General Fund but
rather from special funds.
STAFF RECOMMENDS amending the bill to: (1) reduce the
appropriation to $750,000, which will fully fund state agencies'
first-year costs; (2) delete the appropriation's fiscal year
specification; and (3) specify that any General Fund monies used
to fund wage increases for employees paid from special funds
will be reimbursed.
STAFF NOTES SB 1162 is similar to AB 48 (Lieber, 2005) which was
vetoed by the governor.
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Senate Committee on Labor and Industrial Relations
Richard Alarcon, Chair
Date of Hearing: March 29, 2006
Session
Consultant: Frances Low

2005-2006 Regular
Fiscal:Yes
Urgency :Yes

Bill No: SB 1162
Author: Cedillo
Version: March 23, 2006
Subject:

Minimum wage.

Purpose:
To set the minimum wage at $7.25 per hour 60 days after
enactment of this legislation and $7.75 per hour as of
July 1, 2007, and automatically adjust the minimum wage on
January 1 of each year thereafter, as specified.
Analysis:
Existing law authorizes 1WC to determine minimum wages in
accordance with a prescribed procedure that includes the
selection of wage boards to consider and make
recommendations regarding wage issues. California's current
minimum wage for all industries is $6.75 per hour.
All employers in California who are subject to both the
federal and state laws must pay the state minimum wage rate
unless their employees are exempt under California law.
Some employees are exempt from the minimum wage law, such
as outside salespersons, individuals who are the parent,
spouse, or child of the employer, and apprentices regularly
indentured under the State Division of Apprenticeship
Standards. There is an exception for learners, regardless
of age, who may be paid not less than 85% of the minimum
wage rounded to the nearest nickel during their first 160
hours of employment in occupations in which they have no
previous similar or related experience. There are also
exceptions for employees who are mentally or physically
disabled, or both, and for nonprofit organizations such as
sheltered workshops or rehabilitation facilities that
employ disabled workers. Such individuals and organizations

0
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Project (CBP) , "more than
half the jobs in the California economy provide full-time,
year round wages that are
below twice the federal poverty level." A recent
University of California, Berkeley study
on jobs and wages in California, 2000 - 2005 shows the
fastest area of net job growth
has been in jobs that pay under $12 per hour. The CEP
states, "Forecasts suggest that
for the coming decade and beyond, low-skill, low-wage jobs
will continue to dominate
California policy makers must
the California economy.
ensure that the workers in those
jobs are able to provide their families with a decent
standard of living."
The California Budget Project reports there are 1.4 million
California workers earning at or near the state minimum
58.1% are 25 years of age and older. 50.70 of the
wage.
women and more than 69% of the men work 35 hours or more
Even though 32.1 n of the California workforce
per week.
is Latino, 57.1 o of low wage workers are Latino.
According to a May 2004 report by the Center for Labor
Research & Education at the University of California
Berkeley, and the National Economic Development and Law
Center, California families relying on publicly funded
safety net programs, even though one or more family members
cost the public over $10 billion a year. Low-wage
work,
workers are relying on public assistance to make ends meet
and, therefore, low-wage employers are essentially shifting
their labor costs onto the public. The report notes that if
all workers in the state earned a minimum wage of $ 8.00
per hour, public assistance program costs would be reduced
by $2.7 billion.

Once the highest, California's minimum wage is now the
March 29, 2006
Hearing Date:

SB

1162
Consultant: Frances T. Low
Page 3
Senate Committee on Labor and Industrial Relations

C

lowest on the West Coast. In
1998, by ballot initiative, the state of Washington indexed
its minimum wage, and today
it is $7.63 per hour. In 2002, Oregon increased and
indexed its minimum wage which is
currently $7.50 an hour. Alaska recently increased its
minimum wage to $7.15 an hour.
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In 2006, CEP also reported that contrary to opponents'
contention that an increase in the

minimum wage would result in fewer jobs in low wage
industries, such as food service
and retail, employment in these sectors actually outpaced
the average annual increase in
total em.ployment
A1998 Economic Policy Institute (EPI) study failed to find
any systematic, significant
job loss associated with minimum wage increases. In fact,
following the most recent
increases in the minimum wage, the low-wage labor market
performed better than it had
in decades (e.g., lower unemployment rates, increased
average hourly wages, increased
family income, decreased poverty rates). Studies of federal
minimum wage increases, as
well as studies by David Card and Alan Krueger of several
state minimum wage

increases also found no measurable negative impact on
Finally, a recent
employment.
Fiscal Policy Institute (FP1) study of state minimum wages
found no evidence of negative
employment effects on small businesses.
Supporters of SB 1162 state that many minimum wage workers
in the hospitality industry must rely on 'tips" to make
ends meet, exposing them to unpredictable seasonal
Meanwhile, the restaurant industry
fluctuations in income.
has seen a158n increase in profits since 1968. They cite
the California Restaurant Association's own publications
SB
March 29, 2006
Hearing Date:
1,162
Consultant: Frances T. Low
Page 4

Senate Committee on Labor and Industrial Relations

U

showing the number of restaurants and the number of
employees growing dramatically over the past ten years
despite increases in the minimum wage.
The California Labor Federation, AFL-CIO, a co-sponsor of
this bill argues that the impact of a raise in the minimum
wage on the state budget would be an economic stimulus as
workers spend their new disposable income on taxable
The costs to the state of
merchandise and services.
increased wages will be offset by newly generated tax
revenue and decreased use of public assistance programs.
The California Association of Public Authorities (CAPA) for
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the employment ladder, they'll find hard work and new
The minimum wage should
abilities are quickly rewarded.
not be perceived or expected to provide a long-term wage
solution for any employee.

The California Chamber of Commerce points out that SB 1162
would also affect the status of employees currently exempt
from overtime provisions under California law, since the
wage test requires that executive, administrative and
professional employees must earn at least two times the
This would
state minimum wage for full time employment.
iricrease an exempt employee's salary from $28,080.to
$32,240. per year by 2008 and with indexing, increase
employers' costs by an unknown amount each year thereafter.
Opponents contend that increasing the minimum wage will
dramatically increase employer costs. In order to account
for these unanticipated costs, employers will have no
choice but to make cuts, resulting in a loss of jobs among
the lowest paid.

Similar Legislation:
March 29, 2006
Hearing Date:
1 162

SB

Consultant: Frances T. Low
Page 6

Senate Committee on Labor and Industrial Relations

SB 1167 (Maldonado) would increase the minimum wage by 50
cents effective

September 1, 2006 and an additional 50 cents effective July
1, 2007.
AB 1835 (Lieber)
would increase the minimum wage by 50 cents effective July
1, 2007 and an additional
50 cents effective July 1, 2008 with an annual adjustment
for inflation each year

AB 1844 (Chavez) would increase
effective January 1, 2009.
the minimum wage by
50 cents effective July 1, 2007 and an additional 50 cents
effective July 1, 2008 with
an annual adjustment for inflation each year effective
January 1, 2009.
Prior Legislation
AB 48 (Lieber), 2005, would have increased the minimum wage
by 50 cents effective January 1, 2006 and another 50 cents
effective January 1, 2007 with an annual adjustment for
inflation each year effective January 1, 2008. AB 48 was
vetoed by the Governor.
AB 2832 (Lieber), 2004, would

http://wwvv.leginfo.ca.govlpublbill/sen/sb_1151-1200/sb_1162_cfa_20060327_165626_se...
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have increased the minimum wage by 50 cents in 2005 and
then another 50 cents in 2006. AB 2832 was vetoed by the
SE 57 (Burton), 2003, would have provided a
Governor.
minimum annual cost of living increase to the minimum wage.

Support:
California Labor Federation, AFL-CIO (sponsor)
American Federation of Television and Radio Artists
Applied Research Center
California ACORN
California Alliance for Consumer Protection
California Alliance for Retired Americans
California Applicants' Attorneys Association
California Association of Nonprofits
California Association of Public Authorities (CAPA)
March 29, 2006
Hearing Date:
1162
Consultant: Frances T. Low
Page 7

SB

Senate Committee on Labor and Industrial Relations

California Association of Public Authorities for IHSS
California Catholic Conference of Bishops
California Charities of California

California Conference Board of Amalgamated Transit Union
California Conference of Machinists
California Faculty Association
California Federation of Teachers
California Nurses Association
California Partnership for Working Families
California Professional Firefighters
California Rural Legal Assistance Foundation
California School Employees Association, AFL-CIO
California Teachers Association
California Teamsters Public Affairs Council
Catholic Charities of California
Center on Policy Initiatives
Central Labor Council of Alameda County, AFL-CIO
Central Labor Council of Fresno, Madera, Tulare & Kings
Counties, AFL-CIO
Central Labor Council, AFL-CIO of San Bernardino and
Riverside Counties
Child Care Law Center
Children's Advocacy Institute
Communications Workers of America
Consumer Federation of California
Engineers and Scientists of California
Graphic Communications Union, Local 583
Gray Panthers, Sacramento, Calif.
^
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Automotive Repair Coalition
B M Restaurants Inc.

Bari Management, Inc., Glendale, Calif. [owner Tony Roma's
- Burger King - Roadhouse Grill]
Baskin Robbins and TOGO'S Clovis, Calif.
Blue Mermaid, Chowder House & Bar, San Francisco, Calif.
Burger King, Palm Desert, Calif.

Hearing Date.
1162

March 29, 2006

SB

Consultant. Frances T. Low
Page 9

Senate Committee on Labor and Industrial Relations

B-Y-J Partners, Burger King, Palm Desert, Calif.
Cafe Europa, Santa Rosa, Calif.
Caf? Pescatore, San Francisco
California Alliance for Consumer Protection
California Apartment Association
California Association of Health Facilities
California Association of Winegrape Growers
California Attractions and Parks Association
California Chamber of Commerce
California Farm Bureau Federation
California Grocers Association
California Hospital Association
California Hotel & Lodging Association
California Independent Grocers Association
California Landscape Contractors Association
California Lodging Industry Association
California Manufacturers and Technology Association (CMTA)
California Pool and Spa Industry Education Council
California Restaurant Association (CPA)

California Retailers Association
California Service Station & Automotive Repair Association
California Thoroughbred Breeders Association

California Thoroughbred Trainers
CALMEX, INC. Chevy's Fresh Hex, Modesto, Calif.
Creekside Bar and Grill, Vacaville, Calif.
Daily Grill
Drake Restaurants, San Francisco, Calif.
El Polio Loco, Irvine, Calif.
Fifth Floor Restaurant, San Francisco, Calif.
Grand Caf?, San Francisco, Calif.
Grand Occasions, Inc.
Guru Investments Inc.
Hof's Hut Restaurant & Bakery
Hundal Companies
International House of Pancakes
JC Sales, Commerce, Calif.
KFC, Victorville, Calif.
King's Seafood Company Restaurants (fifteen restaurants)

?o
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Klinedinst Attorneys at Law
Kuleto's Italian Restaurant, San Francisco, Calif.
Hearing Date:
March 29, 2006
1162
Consultant: Frances T. Low
Page 10
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La Pizza Loca, Inc. Downey, Calif.
Long Beach Area Chamber of Commerce
Lumber Association of CA & Nevada
M& N Foods, LLC, San Marcos, Calif.
Marwaha Foods Inc.
Marwaha Investments, Inc.
Marwaha Restaurants, Inc.
Marwaha Son's Inc.
MedA.merica Billing Services, Modesto
Mikuni Japanese Restaurants
National Association of Theatre Owners of California/Nevada
National Association of Women Business Owners-Sacramento
National Federation of Independent Business
Niccolo's Italian Restaurant, Rancho Palos Verdes, Calif.
OCAT, INC Taco Bell, Modesto, Calif.

Ottavio's Incorporated
Palm Desert Chamber of Commerce
Paradise Grille
Pasghetti Inc., Roseville, Calif.
Patty's Pizza, Santa Monica, Calif.
Pisto Enterprises
Plascor, Inc., Riverside, Calif.
Pleasanton Hotel
Puccini & Pinetti Italian Grill & American Bar, San
Francisco, Calif.
R & D Foods
R Marwaha INC.
Rainwater's On Kettner
Ric's Restaurant, ONR Incorporated
RM Restaurants, Inc.
Rock Bottom Restaurants, Inc.
Rubio's Fresh Mexican Grill, Carlsbad, Calif.
Sal's Mexican Restaurant, Corporate Office
San Marcos Brewery & Grill, San Marcos, Calif.
Scala's Bistro
Smith Brothers Restaurant Corporation, Pasadena, Calif.
St Mar Enterprises Inc. [a franchise of Taco Bell Corp,,
Escondido, Calif.
Subway #612, Van Nuys, Calif.
Sylvesters, Los Osos, Calif.
Hearing Date:
March 29, 2006
1162
Consultant: Frances T. Low

SB
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AMENDED IN ASSEMBLY APRIL 5, 2006
CALIFORNIA LEGISLATURE-2005-06 REGULAR SESSION

No. 1835

ASSEMBLY BILL

Introduced by Assembly Members Lieber antl-Leno, Leno, and
Koretz
(Principal coauthor: Senator Cedillo)
(Coauthors: Assembly Members Berinudez, Calderon, Dyrnally,
Evans, Frornmer, Goldberg, Jones, Klehs, Laird, Levine, Liu,
Nation, Pavley, Ruskin, and Torrico)
(Coauthors: Senators Alquist, Bowen, Romero, Soto, and Torlakson)

January 10, 2006

An act to add Section 1182.12 to the Labor Code, relating to
employment.
LEGISLATIVE COUNSEL'S DIGEST

AB 1835, as amended, Lieber. Minimum wage.
Existing law requires establishment of a minimum wage for all
industries of not less than $5.75 per hour on and after March i,1998.
Under existing law, the Industrial Welfare Commission is authorized
to determine minimum wages in accordance with a prescribed
procedure that includes the selection of wage boards to consider and
make recommendations regarding wage issues. The current minimum
wage for all industries is $6.75 per hour.
This bill would increase the minimum wage to $7.25 per hour,
effective on and after July 1, 2007, and to $7.75 per hour, effective on
and after July 1, 2008, and would provide for the automatic
adjustment of the minimum wage on January i of each year thereafter,
calculated by multiplying the minimum wage by the previous year's
rate of inflation, as specified.

98
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Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program; no.
The people of the State of California do enact as follows:
1
SECTION 1. Section 1182.12 is added to the Labor Code, to
2 read:
3
1182.12. (a) Notwithstanding any other provision of this
4 part, on and after July 1, 2007, the minimum wage for all
5 industries shall be not less than seven dollars and twenty-five
6 cents ($7.25) per hour, and on and after July 1, 2008, the
7 minimum wage for all industries shall be not less than seven
8 dollars and seventy-five cents ($7.75) per hour.
9
(b) (1) The minimum wage shall be automatically adjusted
10 each January 1, beginning January l, 2009, to maintain employee
11 purchasing power, which would otherwise be diminished by the
12 rate of inflation that occurred during the previous year.
(2) The minimum wage shall be automatically adjusted by
13
14 multiplying the minimum wage in effect on the prior June 30 by
15 the percentage of inflation that occurred during the previous year,
16 adding this amount of increase to the wage from the previous
17 year, and rounding off the product to the nearest five cents
18 ($0.05). The Industrial Welfare Commission shall publicize the
19 automatically adjusted minimum wage, but if it cannot, then the
20 Department of Industrial Relations shall do so.
21
(c) For purposes of subdivision (b), the following terms have
22 the following meanings:
23
(1) "Percentage of inflation" means the percentage of inflation
24 specified in the California Consumer Price Index for All Urban
25 Consumers, as published by the Department of Industrial
26 Relations, Division of Labor Statistics and Research, or its
27 successor index.
28
(2) "Previous year" means the 12-month period that ended on
29 March 31 of the calendar year prior to the adjustment.
30
(d) This section may not be construed to either preclude an
31 increase of the minimum wage by the Industrial Welfare
32 Commission in an amount that is greater than the rate calculated

98
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2

AB 1835

pursuant to subdivision (b) or to permit a reduction in the
minimum wage.
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2
Constitution empowers the Legislature to provide for minimum
wages and the general welfare of employees and for those
purposes may confer on a commission legislative, executive and
judicial powers.
The 2004-05 State Budget Act eliminated
funding for the Industrial Welfare Commission (IWC), to which
the Legislature had delegated authority over the minimum wage.
Barring reestablishment of the lWC or other commission,
future increases in the minimum wage will need to be enacted
in statute or by voter initiative.
The most recent minimum wage increase, from $6.25 to $6.75,
took effect January 1, 2002. In 1996, Proposition 210
increased the hourly minimum wage from $4.25 to $5.00,
effective January l, 1997, and to $5.75, effective January 1,
1998.
2)Purpose . This bill is intended to boost the compensation of
the roughly 1.4 million workers in California who earn at or
near the state minimum wage, such as homecare workers, nursing
home workers, childcare workers, restaurant workers, janitors,
and many other professions. Indexing the minimum wage will
allow workers to keep up with the cost of living.
3)Prior Legislation . This bill is identical to AB 48 (Lieber),
which was vetoed last year. In his veto message, the governor
indicated his willingness to sign a minimum wage increase bill
that does not provide for automatic indexing.
4)Related Legislation
.
AB 1844 ( Chavez), pending before the
Assembly Labor Committee, contains language similar to this
bill.
SB 1162 (Cedillo), pending before the Senate Appropriations
Committee, would increase the minimum wage to $7.25 per hour
60 days after enactment and to $7.75 per on July l, 2007.
The minimum wage would be indexed for inflation annually on
January 1 of each year thereafter.
SB 1167 (Maldonado), which was held in
Industrial Relations Committee without
set the minimum wage at $7.25 per hour
2006 and $7.75 per hour effective July

the Senate Labor and
recommendation, would
effective September 1,
1, 2007.
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Date of Hearing:

March 29, 2006

ASSEMBLY COMMITTEE ON LABOR AND EMPLOYMENT
Paul Koretz, Chair

AB 1835 (Lieber) - As Introduced: January 10, 2006
SUBJECT :

Minimum wage.

SUMMARY : Increases the minimum wage to $7.25 effective July 1,
2007 and to $7.75 effective July 1, 2008. Beginning January 1,
2009 and each January 1 thereafter, the minimum wage is
automatically adjusted to keep pace with the rate of inflation,
These automatic i ncreases will be calculated by multiplying the
minimum wage in effect on the prior June 30 by a specified
percentage of inflation that occurred during the 12-month period
that ended on March 31 of the calendar year prior to the
adjustment.
This bill also does not preclude the Industrial
Welfare Commission (IWC) from raising the minimum wage or permit
a reduction in the minimum wage.
EXISTING LAW authorizes the TWC to determine minimum wages in
accordance with a prescribed procedure that includes the
selection of wage boards to consider and make recommendations
regarding wage issues.
The current minimum wage for all
industries is $6.75 per hour.
FISCAL EFFECT : Unknown
COMMENTS : According to a 2005 publication of the California
Budget Project, "more than half the jobs in the California
economy provide full-time, year-round wages that are below twice
the federal poverty level." It continues on to say, "'Forecasts
suggest that for the coming decade and beyond, low-skill,
low-wage jobs will continue to dominate the California economy.
California policy makers must ensure that the workers in those
jobs are able to provide their families with a decent standard
of living."
A May 2004 report by the Center for Labor Research & Education
at the University of California Berkeley, and the National
Economic Development and Law Center, states that two million
California families rely on publicly funded safety net programs,
even though one or more family members work, at a public cost of
over $10 billion a year. Low-wage workers are relying on public
assistance to make ends meet and, therefore, low-wage employers
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are essentially shifting their labor costs onto the public. The
same report also states that if all workers in the state earned
a minimum wage of $8 per hour, public assistance program costs
would be reduced by $2.7 billion.
Other studies failed to find any systematic, significant job
loss associated with minimum wage increases and found no
evidence of negative employment effects on businesses.
In Governor Schwarzenegger's veto message of AB 48 (Lieber) last
year, he stated in part,
"The minimum wage has not been increased since 2002, and 1
believe it is now appropriate. This is a position I made very
clear to the author. However, I have also made it clear that T
do not support automatic increases to the wage that relieve
elected officials of there duty to consider all of the impacts
each increase to the wage will have on workers and businesses."
With the Governor's statement that he believes it is now time
for an increase in the minimum wage there has been a small
flurry of bills introduced this year by members in the Senate
and the Assembly. However, the lead member on this issue has
been Assemblywoman Sally Lieber over the past few years.
ARGUMENTS IN SUPPORT :
According to supporters the Governor's proposal to raise the
minimum wage from $6.75 to $7.75 is only a partial solution to
the growing problem of poverty-level wages in our state. There
are approximately 1.4 million workers in California who earn at
or near the state minimum wage in various industries such as
homecare workers, nursing home workers, childcare workers,
restaurant workers, janitors, and many other professionals.
Indexing the minimum wage would help create more than just a
temporary patch so that these workers can keep up with the cost
of living.
Additionally, many believe that a wage increase tied to indexing
will reduce the burden on taxpayers by helping to relieve the
dependency on public assistance programs and argue that, with
their increase in wages, low wage earners will spend more money
in the business community, such as restaurants, grocery and
convenience stores.
ARGUMENTS IN OPPOSITION :
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California Professional Firefighters
California Rural Legal Assistance Foundation
California School Employees Association
California Teachers Association
California Teamsters Public Affairs Council
Catholic Charities of California
Center on Policy Initiatives
Central Labor Council of Alameda County
Central Labor Council of Fresno, Madera, Tulare & Kings Counties
Central Labor Council of San Bernardino and Riverside Counties
Engineers and Scientists of California
Friends Committee on Legislation of California
Independent Employees of Merced County

International Union, United Automobile, Aerospace and
Agricultural Implement Workers of
America, Region 5
Jericho
Mexican American Legal Defense and Educational Fund
Napa-Solano Counties Central Labor Council
Northern California District Council-ILWU
Older Women's League of California
Organization of SMUD Employees
Professional & Technical Engineers, Local 21
Sacramento Central Labor Council
San Bernardino Public Employees Association
San Francisco Labor Council
San Luis Obispo County Employees Association
San Mateo County Central Labor Council
Santa Rosa City Employees Association
Service Employees International Union (SEIU)
Service Employees International Union, (SEIU) Local 1877
Strategic Committee of Public Employees, Laborer's International
Union of North America
UNITE HERE!
United Domestic Workers of America

Opposition
Anthony's Seafood Group
Applebee's
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Automotive Aftermarket Services
Automotive Repair Coalition
Blue Mermaid Chowder House & Bar
Burger King
Caf? Pescatore
California Attractions and Parks Association
California Chamber of Commerce
California Farm Bureau Federation
California Grocers Association

':33
http://www.leginfo.ca.govlpub/bill/asm/ab_1841-1850/ab_1835rcfa 20060328_105416_a...

4/25/2006

AB I835 Assembly Bill - Bill Analysis

Page 5 of 6

California Hotel & Lodging Association
California Landscape Contractors Association
California Lodging Industry Association
California Manufacturers & Technology Association
California Restaurant Association
California Retailers Association
California Service Station & Automotive Repair Association
Chevy's
Denny's
Fifth Floor Restaurant
Fresca's, Inc.
Grand Caf ?
Grand Occasions, Inc.
Hundal Companies
International House of Pancakes Restaurants
Kentucy Fried Chicken (KFC)
King's Seafood Company
KuZeto's Italian Restaurant
La Pizza Loca, Inc.
Lumber Association of CA & Nevada
Mid Valley Chamber of Commerce
Mikuni
Millies Restaurant

National Association of Theatre Owners of California/Nevada
National Federation of Independent Business
Niccolo's Italian Restaurant
Numerous Individuals
Original Roadhouse Grill
Ottavio's Incorporated
Parco Holdings, LP
Patty's Pizza
Pucci & Pinetti
Rainwater's On Kettner
Ric's Restaurant ONR Incorporated
Robin's Restaurant
Rocco's Ristorante Pizzeria
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Rubio's Restaurants, Inc.
Sal's Mexican Restaurant
Scala's Bistro
Smith Brother Restaurant Corporation
Soif Wine Bar
Subway
Sylvesters
Taco Bell
Taro's
Terra Restaurant & Catering
Togo's
Tony Roma's Restaurant
United Chambers of Commerce of the San Fernando Valley
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