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Chapter 1. A Living WageWhy is it Importan®?

Introduction

Widening wagalisparitiesandthe declining real value afageshave given rise to a number of
familieswho are finding that their income is inadequatedopport their needs Though many
of these families ar@ot poor as defined byhe officialfederalpoverty measure, their incomes
cannot provide for thef | 'Y Abési eédsconsidered to behose goodsand services that
afford a minimally decent standard of livinghese needs includeod, housingchild care,
clothing,transportation, health care and miscellaneous expenses.

Historically, theJSFederalPoverty Level (FPLhas been used to determintbe amount of
income individuals&ndfamilies need to purchase a basket of goods and services deemed
minimally adequate. Based on the FPL, persons amiliés are considered podttheir income
is below a particular threshoJ@nd not poor if it is above There are several problems,
however, with the federaineasure opoverty. There has been littlehange sincé& was
adoptedin 1969 except for annual adjustments fowerallprice changes, as measured by the
Gonsumer Price Indext continues toassumehat food is themajor cost of a household
budget asfamilies spend onghird of their budget on food. This may have been true when the
measure was developed more th&wur decades ago, but it is not an accurakepictionof
G§2RIF&Qa 02y adPamiied i ibngedispénd Sikikd &f their income on food and
two-thirds on other basic needs. Food now accounts for aboutsirin of the family budget
Housing, transportation and utilitieepresent anuch largershareof family spending.

Anotherinadequacyof the federal measure of poverty ikere is no variation by geographic
region In other words, the FPL is the same whetadamilylives in the US Virgin Islands or
Palm Beach, Florida where income and costs are diffe@msequentlyit is generally agreed

by manyexpertsthat the current measure underestimates the extent of poverty in high cost of
living areastherefore,some haveaecommended that poverty incomes be adjusted for area
cost of living differences

Besidesexpenses modamilies nowconsideras essentiain their household budget are

excluded from the povertyneasure For example,hie cost of chilctare is not figured into the
thresholds because thiederal poverty measures assumdaanily unit ofone wage earner and

a stayat-home parent.Chill care is assumed to be provided by the stashome-mother and

thus, implicitly has no costsThe reality is that workingingle heads of households and two
income households are the norm. The change indaseds ovetime and thegrowth in

expenses associated with2 R | & Chave egle&impag on family budgetsSo for most

families there is a gap between the federal poverty thresholds and the actual cost of providing
F2NJ GKF G T YSimplyMéFLB iedi Higb engugiBtdrrafiédhe realities that low
income earners face.



The Living Wage

Concerned thamany working families are unable to make ends meet tredederal measure

of povertyis far too low, communitypased organizations have advocated for living wages.
These groups have argued that instead of using poverty as the standard to measure people's
economic weklbeing,a more suitable measure is the living wage which takesaccant the

full range of costs required for families of diffetesizes and locations to maintain a decent
standard of living

Theliving wagds defined ashe wage level that a futime worker needto earn to support a

family above the federal poverty line. Because the minimum wage laws in many grassed

by both state and federal government$ave proven unable to empower workers to provide
adequately for their families, there are calls for liywage ordinance® living wage involves

local legislation that requires employers to pay a certain waggher than the federal or state
minimum wage levigto a specific set of employees. In general, beneficiaries include employees
of contractors or shcontractors with city service contracisr businesses that receive

economic development subsidies or financial assistance from cities or other governmental
entities.

The modern living wage movemeeinerged as grassroots responses to the declining real value
of the minimum wage, the growth of a lewage service sector, and widening economic
disparities. Themovementbeganin Baltimore in 1994 when the city passed an ordinance
requiring firms with diy contracts to pay employees a rate above the federal minimum wage.
Since then37 states, the District of Columbia and New York IGitye enacted living wages
rangng from $6.25 to $12.00 an houwith somerequiring businesses to pay a higher wage if
health insurance is not provided to the employees.

Arguments for Living Wage

The most common arguments for proposing a living wg@es to the crux ofmeeting the needs
of poor familiesProponentshave advocatedhat living wages should allow families to provide
for themselves without the help of government subsididhe federal minimum wage, they
argue, is not sufficient for a fuime worker to support a family. Therefori,is beneficial to

the health andwelfare of citizens to be paid a living wage which enatiles families not to

live in poverty.

In recent yearshe minimum wage hadeclined in real valueAs a result, more American

citizens are living below the poverty level. During the 1960s aff@4 ¢he minimum wage was
enough to provide for a family of three with only one wage earner. However, today the
minimum wage is no longer able to provide for the same family. A recent study by the
Northwest Federation of Community Organizations providpgethora of information about

how the living expenses for a family have increased substantially in recent years. Record food
price increases in 2007 saw the cost of many staple food items incre&®dHealth

insurance premiums have increast81%between 1999 and 2008 and the employee
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contribution has increased W28% In fact, two out of every five adults in the United States are
having trouble paying their medical bills. Fesiy million people in the United States lacked
health insurance in 2008nd more than onejuarter of people who earn less than $25,000 a
year are uninsured.

The increase imcome inequality the gap between higincome and lonincome

households that has widened significantlyince the 1970s, is another reason a living wiage
deemed necessaryThe living wage aims to reduce this gap to a small extenaising the
earnings ofow-wage workersCities with large percentages of immigraatsd low educational
attainment have larger proportions in the lewage segmentthat stand to gainfrom a living
wage thatensuesdecent wages and benefits

Proponents argue thatMing wage legislation protestvorker rights as municipal services are
increasingly contracted out to private companies and organizations.livihngwage laws have
traditionally been applied to those employed by firms that have a contract with the local/state
government. Private companies usually hire workern®aer wage levels, thus exploiting the
laborers for bottom line profits. The point of thigingwage law is that if employsreceive
some economicbenefit from the government, then theshouldalso pass on benefits to their
workers. If the federal minimum wage could be increased to levels that would enable low
income workers to get out ofqverty, then that would be desirable. However, community
organization effortoften do not get to the higher federal levels fie sweeping changes that
are being demanded, and therefore, they are more apt to be targeted towards the local
municipal ordimnces

Finally, supporters charge thatihg wageordinancescountersome of the negative economic
trends affecting lowwage earnersThey forcea redistribution of economic resources and a
decrease in the race to the bottom where municipalities undercut each other in order to attract
or retain businesses. These laws also serve as an organizing tool to hatgdone
communitiesbecome involvedn their economic futures.

Opposition to a Living Wage

Often, the argument made e oppaositionis that the living wage is a misappropriation of city
resources. According to tivadeology, the market, not the government, should determine how
moneyis distributed in an economy (Tolley, Bernstein, & Lesage, 1999). Not only are living
wage ordinances inappropriate for governments to be involved with, overseleeng
implementation ofthis type of ordinance can be incredibly costly for city governme®iiics
point to some of thanefficiencies and unintended consequenaés living wage ordinance.
They contend it results in increased budgets and taxes because of laigimémistrative costs
associated with its implementatiomecreased competition farontracts, an increased number
of unemployed lowskilled workers, and discouraged investment in the community

Another opposing argument states that if employers are forced to pay higher wages, those
costs are passed on tmnsumers through higher pas.Further,businessnay choose to hire
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fewer employee®r move to a different locatiomt the cost of local employmentlo this

extent, counterargumentsmaintainthat relocation of firms to outlying areas to avoid the living

wage laws is unreasonablerfmost firms as the cost of relocation is usually higher than the

costs faced due to the living wage laws. Since this law usually applies to contractors for the
A20SNYYSyYyGs GKS 62NJ] SNAR ¢ 2 dzf, ahd dhéra thedfirmdo S A G KA Y
contracting these services is located does not matt@dditionally, increased productivity

through reduced turnover, absenteeism, and supervisory needs would offset some of these
increased wage costs to firms.

Finally, opponentsontendthat the primary goal o&living wage ordinancavhich is tolift

families out of povertyis generally not met in practice due to its limited coverage. Since these
ordinances typically only apply eamployees otontractors and subcontractorsho receive a
public benefit, only a relatively small number of employees are coveidérefore claims of
poverty reduction might be overstated.

Table 1. Advantages and Disadvantages of Living Wage Standards

Cited Advantages Cited Disadvantages

1 Reduces the gabetween differing

. 1 Misappropriategesources.
income groups.

1 Allows cities with large percentages of 1 Hires fewer employees, moves to
immigrant and low educational different locations, and/or increases
attainment populations to thrive. costs of theiproducts.

91 Allows private companies that benefit
from government contracts to pass on 1 Increases administrative costs.
some of that benefit to their workers.

T 5AYAYAAKSa LINR S (9
willingness to bid contracts at low levels
(which award contracts)ui do not allow
workers to earn a living wage.

1 Decreases competition for contracts.

1 Hikes the costs for city governments an
other clients. The affected companies
will simply pass on the added cost of th
increased salées.

I Redistributes economic resources.

1 Easier to implement than a new federal
T KNOW WE FOUGHT

wage since living wage ordinances mmwwwgg;‘ .
typically apply at the municipal level. mgg‘m;;‘g“ww
OUR EMPLOYEES/

1 Allows lowincome communities to
become involved in their economic
futures.

1 Reduces employee turnover and
absenteeism.




Chapter 2. A Shapshot of Peerty in the US Virgin Islands

SocieDemographics

The UY/irgin Islands (US\ias an estimated population of 115,8822008, the most recent

year for which data are availabl&mong the three islands, St. Croix and St. Thomas are nearly
equally populous, with 56,783 and 54,592 persons, respectively. St. John is considerably
smaller, with only 4,477 persondess than 4 percent of the total populatiohnheUSVhas a
workforce d about 50000, mostly engaged in tourismTogether, St. Thomas and St. John
capture just over half of the total employment base (58%), despite having a near even split of
the resident population. The employment base of St. Croix has expanded more iapiay
pre-recessionaryears, with an annual average growth rate of 5.2 percent since 2003, while the
combined St. Thomas/St. John growth rate has been 2.1 percent

Income and Poverty

The estimatedmedianincome ofhouseholdsn the USViwas $85,711in 2008 considerably

lower thanthe USmedian household income of $50,11Phe average income of island
residents is pulled downward by a large segment of the population earning very little money.
About 11%of all households live on less than $10,000 yesar, comparedo 7%for the United
States as a whol@-igure ). About 2,506 or half of USVhouseholds live on less tha3%000

a year in comparison ta third of all households in th&)S

Figure 1. Household Income Distribution, 20(
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The data on poverty paint an even more dramatic portrait of the economic realities of tfie US
Roughly 25% of residents (29,133) were livimgoverty in 2008, twice th&Spoverty rate of
13%. Thee were 6,206 familiesr 23%in poverty, a large number of them with poor children.

Nearly a quarter (24%) of families with related children under 18 years live in ppaedy
nearlyone in three (28%) of families with related childreage five or yonger, live in poverty
in the U¥1. Families headed by femajesd no husband presenftare evenworse(FHgure?2). A
third (34%) of theséamilieslivein poverty. About 38% of single female headed housg$ol
with children under 18 yeatsve in poverty, and approximatelyp% of singlefemaleheaded
households with children under&e poor

Figure 2. Percentage of Families in the US Virgin Islands
whose Income in 2008 was below the Poverty Line
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These realities are what prompted the USVI Legislatupass Act 7027 which required the
USVI BER to develop an economic-Sefficiency Standard for tH8SVirgin Islands. The
Standard defines how much money is needed by a family or household to providasic
needs of housing, food, chitthre,health care transportation, clothing, miscellaneous
household and personal expenses, and taxes without public or private sub@dasas public
housing, food stamps, Medicaichild careor private subsigs such as food provided by
charities or local food banks or free babysitting servic@fie standard is a measurement of
essentialsand excludes longeerm needs such as savings for retirement or education,
emergency expenses and major purchases ssctars or extras for gifts or fees.



Chapter 3.Components othe SelfSufficiency Standard

The SeHSufficiency Standard calculation is consistent with standardized or equivalent
methodologies and calculators used nationally. Expenses included in the calculation are those
for food, shelter, clothes, travel to and from work/school, basic netiessand taxes. It does

not include savings, meals at restaurants, or funds for emergencies. The basic needs included in
the calculations of each budget item are summarized in Table 2 below. (See Appendix A for
more detailed information on sources and rhetlology.)

In order to accommodate the various types of needs experienced by different family structures,
the budget was calculated for a single adult, one adult with one child, two adults living
together, two adults and one child, and two adults withotehildren.

Table 2. Summary of Data Components of the Silfficiency Standard

for the United States Virgin Islands
Includes rent and utilities. The cost of rent and utilities is based on the Fair Market R
calculated by the US Departmenit Housing and Urban Development (HUD) and obtai
from the USVI Housing Authority. Rental prices in the private market were also obta
from the VI Moving Center.

Housing

Fulttime family care for infants, center care for preschoolers, and before and after ca
for school age children. Dateere obtained from the USVI Department of Human
Services, Office of Child Care and Regulatory Services (2088¢s not include aér
school programs for teenagers or babysitting when not at work.

Child Care

Food for home preparation (excludes fast food or restaurant meals). Food costs are
Food on the US Department of Agriculture (USDA) Low Cost Food Plans and adjusted upwv
30%.

The cost of owning a car (insurance, gas, oil and registration, etc.) and public
Transportation transportation for commuting to and from work and additional rides for personal reas
It does not include noressential travel and vacation.

Employersponsored health care premiums and out of pocket costs are calculated ba:
Health Insurane on the Health Insurance Component Analytical Tool (MEPSnet/IC) and Cigna Health
Insurance Plan for government employees.

Taxes and Credits Taxes include income and pallrtaxes. Exclude itemized deductions.

Expenses are calculated $200 for adults and $100 for childréor essentials such as
clothing, shoes, diapers, household products, nonprescription medicines, personal
hygiene items, and telephonervices. Excludes costs for recreation, entertainment, d
repayment, savings, broadband/internet, education/training.

Miscellaneous




Chapter4. How Muchis Neededfor Economic SelSufficiency?

USVI SelBufficiency Standard

The SelSufficiencyStandardor the USVIs presentedor selected family types and the basic

income needed to live without subsidyThe basic needs budget is presented for households
with and without employer health benefitslousehold types are selected to demonstrate the
applicatian of the SelSufficiency Standard

Table 3: Self-Sufficiency Standard by Household Structure: US Virgin Islands 2010
Monthly Expenses and Share of Total Budget

Basic Needs Budget & Self-Sufficiency Wage with Employer Health Benefits

1 Adult 1 Adult 1 Child 2 Adults 2 Adults 1 Child 2 Adults 2 Children

Monthly Costs Cost % of Total Cost % of Total Cost % of Total Cost % of Tota Cost % of Tota
Food $ 260 16| $ 429 16| $ 520 21| $ 780 20 $ 910 20
Child Care $ - - % 539 20| % - -1 $ 539 14 $ 944 20
Medical Care $ 128 8% 249 9% 249 10| $ 359 9% 359 8
Housing $ 900 55(% 900 34($ 1,000 41| $ 1,300 34 $ 1,300 28
Transportation $ 150 9% 250 9% 300 12| $ 400 10 $ 500 11
Other Necessities $ 200 12| $ 300 11($ 400 16| $ 500 13 $ 600 13
Monthly Basic Needs $ 1,638 $ 2,667 $ 2,469 $ 3,878 $ 4,613
Annual Basic Needs $ 19,656 $ 32,004 $ 29,628 $ 46,536 $ 55,356
Taxes $ 1,150 $ 1,856 $ 2,059 $ 3,308 $ 4,443
Self Sufficiency Wage

Annual $ 20,806 $ 33,860 $ 31,687 $ 49,844 $ 59,799

Hourly $ 10.00 $ 16.28 $ 15.23 $ 23.96 $ 28.75
Hourly per adult $ 10.00 $ 16.28 $ 762 $ 11.98 $ 1437
% higher than min. wage 37.97% 124.54% 5.06% 65.27% 98.27%

1 Adult 1 Adult 1 Child 2 Adults 2 Adults 1 Child 2 Adults 2 Children

Monthly Costs Cost % of Total Cost % of Total Cost % of Total Cost % of Total Cost % of Tota
Food $ 260 14 $ 429 14 $ 520 18 $ 780 17 $ 910 17
Child Care $ - - $ 539 17 $ - - % 539 12 $ 944 18
Medical Care $ 366 20 $ 711 23 % 711 24 $ 1,025 23 $ 1,025 19
Housing $ 900 48 $ 900 29 $ 1,000 34 $ 1,300 29 $ 1,300 25
Transportation $ 150 8 $ 250 8 $ 300 10 $ 400 9 $ 500 9
Other Necessities $ 200 11 $ 300 10 $ 400 14 $ 500 11 $ 600 11
Monthly Basic Needs $ 1,876 $ 3,129 $ 2,931 $ 4,544 $ 5,279
Annual Basic Needs $ 22,512 $ 37,551 $ 35,175 $ 54,526 $ 63,346
Taxes $ 1,317 $ 2,178 $ 2,444 $ 3,876 $ 5,084
Self Sufficiency Wage

Annual $ 23,829 $ 39,729 $ 37,619 $ 58,402 $ 68,430

Hourly $ 11.46 $ 19.10 $ 18.09 $ 28.08 $ 32.90
Hourly per adult $ 11.46 $ 19.10 $ 9.05 $ 14.04 $ 16.45
% higher than min. wage  58.02% 163.45% 24.76% 93.66% 126.90%

Notes: The Standard is calculated by adding expenses and taxes. The hourly wage is calculated by dividing the annual wage by 2,080 (number of working hours in a year.)
The hourly, monthly, and annual wages represent both parents’ combined wages.

Totals may not add exactly due to rounding.

Housing costs include $100 to $200 per month in utility costs depending on size of home and number of occupants.



