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Body

To: Honorable Mayor and Members of the City Council

EXECUTIVE SUMMARY

On October 16, 2018, the City Council adopted an ordinance to increase the City of Alameda’s (City) minimum wage to reach $15.00 per hour by July 1, 2020.  That date is 1½ years earlier than the
current implementation of a statewide $15.00 per hour minimum wage.  Under the ordinance, the City’s current minimum wage, regardless of the size of the business, is $13.50 per hour.  As stated
above, the next increase--to $15.00 (an 11 percent increase)--is scheduled for July 1, 2020. 

Due to the COVID-19 pandemic, on March 19, 2020, the California State Public Health Officer and Director of the California Department of Public Health issued an order for all individuals living in the
State to stay home, except as needed to maintain the operations of critical physical and social infrastructure. Alameda County’s Department of Public Health has also issued shelter in place orders - the
first was on March 16 and the most recent was on March 31 and extends until at least May 3.  The pandemic-prompting global, federal, state and local public health restrictions-has had a significant
economic impact, instigating a likely recession with unknown increases in unemployment and business closures.  Given these uncertainties, staff recommends suspending the next scheduled minimum
wage rate increase for one year, to July 1, 2021. 

BACKGROUND

In April 2016, the State of California adopted legislation (SB 3, Leno) to reach a statewide $15.00 per hour minimum wage by January 1, 2023.  After 2023, the minimum wage would be adjusted
annually for inflation (national Consumer Price Index, (CPI)), with a ceiling of 3.5 percent.  The State also established a slower schedule for businesses with 25 or fewer employees.

To address growing income inequality, many Bay Area cities have enacted minimum wage ordinances with more aggressive timetables than the State’s for reaching the $15 per hour level.  In most of
these local ordinances, once the $15 per hour level is reached, the minimum wage will continue to increase annually by the rate of the CPI.  Hence, by reaching the $15 level sooner, and including the
annual CPI adjustment, these jurisdictions will continually have a higher minimum wage than the Statewide minimum wage.

On October 16, 2018, the City Council adopted an ordinance to accelerate increases to the City’s minimum wage to reach $15.00 per hour by July 1, 2020.  As of July 1, 2019, an employee who
performs at least two (2) hours of work in a particular workweek within the geographic boundaries of the City of Alameda must be paid wages of not less than $13.50 per hour.  This minimum wage rate
applies equally to all employees, regardless of the size of the employer.  Tips may not be counted toward payment of the minimum wage.  The implementation schedule of the Minimum Wage Ordinance
is as follows:

Current Implementation Schedule

Minimum Wage Effective Date
$13.50/hour July 1, 2019
$15.00/hour July 1, 2020
Adjusted Annually by the Consumer
Price Index

July 1, 2022

DISCUSSION

Over the last few months, the coronavirus has expanded into a global pandemic.  Local businesses and employees are being heavily impacted by the social distancing and shelter in place orders to limit
transmission of the virus. 

Consequently,  the coronavirus and the necessary measures to slow the spread of the disease are having severe economic impacts.  We are seeing significant job losses,  particularly in sectors
supported by consumer spending.  The retail, hospitality, and food services have been, and will continue to be, hard hit during the shelter in place order, which has now been extended through May 3 in
Alameda County.  In mid-March, the U.S. Department of Labor reported 3.28 million people filed initial claims for unemployment.  It was the largest number of Americans reporting layoffs in a single week
on record.  In California, 186,809 claims were filed that week, up from 57,606 the previous week, a 224 percent increase.

“Off ramp”.  Modeled after the State law, Alameda’s ordinance, and many other local ordinances, contain “off-ramp provisions” that allow cities to pause wage increases due to economic conditions. 
Under the State law, the wage increase schedule may be temporarily suspended by the Governor during an economic downturn (determined by six straight months of declining employment or sales tax
receipts).  Because the increases statewide take effect in January, on August 1 of each year the Governor will make a preliminary determination on whether the conditions are met for pausing the
following year’s increase. 

The Alameda Municipal Code section 4-60.40(f) states: 

On or before June 1, 2020, to ensure that economic conditions can support a minimum wage increase, if the Governor of the State of California makes a determination to temporarily suspend the
scheduled minimum wage increase that will increase the State wide minimum wage to fifteen ($15.00) dollars, the City will also temporarily suspend the scheduled minimum wage increase for
July 1, 2020 for one (1) year.

The Governor has yet to make a preliminary determination for an increase in the State’s minimum wage scheduled for January 1, 2021.  However, the Governor has issued several orders that make
such a determination likely, including declaring a state of emergency on March 4, 2020, and a statewide shelter in place order on March 19, 2020. 

The proposed ordinance will allow the City to suspend the scheduled minimum wage increase for one year, in absence of the Governor’s determination.  Under the proposed ordinance, the minimum
wage would remain at $13.50 per hour until July 1, 2021.

In the unlikely situation that the State does not suspend its step increase for January 1, 2021, the minimum wage for large businesses in Alameda (with 26 or more employees) will increase to $14.00 per
hour, while the minimum wage for small businesses would remain at $13.50.  This would be followed by Alameda’s resumed step increase for all businesses to $15.00 on July 1, 2021.

Other Jurisdictions. Of the Bay Area cities with a minimum wage ordinance, five have an implementation date of July 1 (Berkeley, Fremont, Hayward, Milpitas, and San Leandro), similar to the City. 
The remaining cities have an implementation date of either October 1, or January 1, which allows these cities more time to consider any changes to their ordinances.  Of the East Bay jurisdictions with a
July 1 implementation date, most have not yet taken any formal actions.  This may change as the July 1 date approaches. 

Fremont.  Fremont is currently considering a suspension, but no action has been taken as of this writing.  July 1, 2020, the Fremont is scheduled to raise its minimum wage for small employers
(25 or fewer employees) to $13.50 and for large employers (26 or more employees) to $15.00.

Hayward.  Hayward recently implemented its ordinance on February 4, 2020.  On March 23, 2020, the Council approved a council referral to delay the initial implementation for six months, from
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July 1, 2020 to January 1, 2021.  The minimum wage in Hayward is currently the same as the State’s.  The Council is scheduled to consider the delay at its April 7, 2020 meeting. 

San Leandro.  As of this writing, San Leandro is not proposing a delay in the minimum wage.  The minimum wage is scheduled to increase from $14.00 to $15.00 on July 1, 2020 for all
businesses.

Proposed Implementation Schedule. The proposed suspension of the minimum wage ordinance for one year would allow for the City to remain on track to reach $15.00 per hour six (6) months ahead
of the State.  Under the State’s current schedule (subject to change, pending a determination by the Governor), large businesses of 26 or more employees will pay the $15.00 minimum wage starting
January 1, 2022, small businesses starting January 1, 2023. 

Starting on July 1, 2022 (and every July 1 thereafter) all employers in Alameda would be subject to an annual CPI adjustment with a ceiling of up to five percent per year.  The City will continue to
implement its annual CPI adjustments 1½ years before the State, whose CPI adjustment begins on January 1, 2024.  This ensures that the City’s minimum wage will continually be above the State’s
requirements.

Proposed Change to City of Alameda’s Implementation Schedule

Minimum Wage Effective Date
$13.50/hour July 1, 2019
$15.00/hour July 1, 2020  2021
Adjusted Annually by the Consumer
Price Index

July 1, 2022

Staff recommends amending the Alameda Municipal Code to suspend the minimum wage ordinance for one year, to ensure that economic conditions can support a minimum wage increase to $15 an
hour.

ALTERNATIVES

• The City Council could suspend the Minimum Wage Ordinance for six months to January 1, 2021, or to another time, at which time the City Council may consider further delays depending
upon economic conditions.

• The City Council could take no action at this time, allowing the minimum wage to increase as scheduled on July 1, 2020.  This option would increase payroll obligations for local businesses
already hard-hit by the coronavirus pandemic and may lead to less (re)hiring or business closures.

FINANCIAL IMPACT

Should the minimum wage be increased to $15.00 per hour on July 1, 2020, staff estimates General Fund salary costs would be increased approximately $97,100 starting in Fiscal Year 2020-2021. 
Funds have been previously budgeted to account for the increase in minimum wage as part of the City’s two-year budget adopted in June 2019.

MUNICIPAL CODE/POLICY DOCUMENT CROSS REFERENCE

The minimum wage requirement is set forth in the City of Alameda’s Minimum Wage Ordinance, Alameda Municipal Code Chapter 4-60. 

ENVIRONMENTAL REVIEW

The minimum wage ordinance is categorically exempt from California Environmental Quality Act (CEQA), pursuant to Section 15324 of the State CEQA Guidelines, actions taken by regulatory agencies
to regulate employee wages, hours of work, or working conditions are exempt from CEQA review. 

CLIMATE IMPACTS

Not applicable to this report.

RECOMMENDATION

Introduce an Ordinance Amending Section 1 (part) of Ordinance No. 3226 N.S. and Section 4-60.40 of the Alameda Municipal Code to Extend From July 1, 2020 to July 1, 2021, or to Another Date
Determined by Council, the Increase in Minimum Wage within the City of Alameda to an Hourly Rate of Fifteen Dollars.

CITY MANAGER RECOMMENDATION

Due to the current economic circumstances, the City Manager recommends approval. 

Respectfully submitted,
Debbie Potter, Community Development Department Director

By,
Eric Fonstein, Development Manager

Financial Impact section reviewed,
Nancy Bronstein, Acting Finance Director

cc: Eric Levitt, City Manager
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