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The federal minimum wage is a wage floor of $5.15 an hour that applies to almost all workers. Thirteen states, including Massachusetts, have set a minimum wage that is higher than the federal minimum wage. 
A “living wage” is a term often used by advocates to point out that the federal minimum wage is not high enough to support a family. Some advocates have attempted to calculate a living wage based on an income that would provide for a family’s basic needs. These “living wages” are generally much higher than the minimum wage. Living wages also commonly refer to wages set by local ordinances that cover a specific set of workers, usually government workers or workers hired by businesses that have received a government contract or subsidy. (Economic Policy Institute)
There are several ways to calculate a living wage.  For the purposes of this memo, we rely upon two measures: the Self-Sufficiency Standard determined by the Women’s Educational and Industrial Union and the Basic Family Budget determined by the Economic Policy Institute.  (See Appendices A and B for a breakdown of the costs measured by each group.)
· The Self-Sufficiency Standard: calculates a modest budget of costs, including housing, child care, food, transportation, health care, miscellaneous (clothing, shoes, household items, telephone, etc.), and federal, state and local taxes that a working family in Massachusetts faces.
· The Basic Family Budget: takes into account differences in both geographic location and family type. The budget items that are included are: housing, food, child care, transportation, health care, other necessities, and taxes.
The living wage for a family of two working adults and two children in the Northampton/Springfield area is calculated at the following levels:

	
	Hourly Wage

	Self-Sufficiency Standard
	$11.59

	Basic Family Budget
	$13.30


The chart below provides a summary of the hourly wage distribution among different sectors in Northampton.  When measured against the Self-Sufficiency Standard, 12% of the Northampton working population earns below a living wage.  This increases to at least 15% of workers earning below a living wage when measured against the Basic Family Budget standard.  

Northampton Average Hourly Earnings

	  Industry Sector
	Hourly Wage
	Percent of Workforce
	Self-Sufficient Standard
	Basic Family Budget

	  Utilities 
	$42.05
	1%
	
	

	  Transportation and Warehousing 
	$19.30
	
	
	

	  Construction 
	$19.73
	3%
	
	

	  Manufacturing 
	$25.68
	6%
	
	

	  Wholesale Trade 
	$19.25
	15%
	
	

	  Retail Trade 
	$11.98
	
	
	Below

	  Information 
	$19.18
	2%
	
	

	  Finance and Insurance 
	$26.20
	2%
	
	

	  Real Estate and Rental and Leasing 
	$12.03
	1%
	
	Below

	  Professional and Technical Services 
	$19.30
	3%
	
	

	  Management of Companies and   

  Enterprises 
	$16.03
	1%
	
	

	  Administrative and Waste Services 
	$11.85
	2%
	
	Below

	  Educational Services 
	$19.75
	47%
	
	

	  Health Care and Social Assistance 
	$18.60
	
	
	

	  Arts, Entertainment, and Recreation 
	$7.38
	12%
	Below
	Below

	  Accommodation and Food Services 
	$7.45
	
	Below
	Below

	  Other Services, Ex. Public Admin 
	$10.68
	5%
	Below
	Below

	  Public Administration 
	$23.30
	
	
	

	
	
	
	
	

	  Average Annual Wage
	$35,071
	
	
	




Source: MA Division of Unemployment Assistance, 2004 and June 2005
Comparison of New England States to Federal Minimum Wage

	State
	State Min. Wage

(Effective 1/1/2005)
	% Difference from Federal

	Connecticut
	$7.10
	37.9%

	Vermont 
	$7.00
	35.9%

	Massachusetts 
	$6.75
	31.1%

	Rhode Island  
	$6.75
	31.1%

	Maine 
	$6.35 
	23.3%

	New York *
	$6.00
	16.5%

	New Hampshire
	$5.15
	0.0%

	
	
	

	NE Average 
	$6.44 
	25.0%

	Federal 
	$5.15 
	0.0%


* New York was scheduled to increase to $6.75 on January 1, 2006 and $7.15 on January 1 2007.

(Source: “Basic Needs Budgets and the Minimum Wage,” Vermont Joint Fiscal Office, January 2005)

Municipal Living Wage Ordinances in Massachusetts

· Cambridge, MA:  In May of 1999, the Cambridge City Council adopted an ordinance requiring a living wage be paid to employees of the City of Cambridge, as well as to employees of companies or non-profits that enter into service contracts or subcontracts with the city worth at least $10,000.  The ordinance also applied to employees of firms that benefit from at least $10,000 in city subsidies in a year (as well as their tenants and leaseholders). The wage level is to be adjusted yearly in accordance with the area Consumer Price Index. In May of 2005, the city’s living wage was $12.19 an hour.  (Source: Living Wage Success, City and County Campaigns, http://www.livingwagecampaign.org/index.php?id=1958)
· Boston, MA - In September of 1998, the Boston City Council approved a living wage ordinance that required companies getting city service contracts worth at least $100,000 (or subcontracts of at least $25,000) to pay their employees a wage equal to the poverty level for a family of four (calculating 40 hrs/50 wk. a yr.), indexed annually to whichever is higher of the adjusted poverty guidelines or 110% of the state minimum wage. In October of 2001, the law was amended to apply to service contracts of $25,000 and raised the wage to $10.25 an hour. As of May, 2005, the living wage was $11.57 an hour. The measure also requires covered companies to report on jobs created and wages paid, and creates a Living Wage Advisory Committee. (Source: Living Wage Success, City and County Campaigns, http://www.livingwagecampaign.org/index.php?id=1958)
· Brookline, MA:  In May of 2005, the citizens of Brookline, Massachusetts overwhelming passed an article to amend the town’s Living Wage bylaws to cover employees of contractors working on contracts for the town. In 2006 the bylaws will be extended to contractors holding contracts of $25,000 or more; in 2007 to contracts of $10,000 or more; and finally in 2008 to contracts of $5,000 or more. The 2005 living wage for Brookline was $10.72; it was set to rise to $11.15 in 2006. (Source: Living Wage Success, City and County Campaigns, http://www.livingwagecampaign.org/index.php?id=1958)
· Somerville, MA:  In May of 1999, the Somerville Board of Aldermen passed an ordinance requiring that a living wage be paid to full and part time direct employees of the City of Somerville, as well as employees of firms carrying out service contracts with the city for at least $50,000.  This threshold decreased to $30,000 in 2 years and again to $10,000 or more after another 2 years. The living wage was set at no less than the poverty line for a family of four. (Source: Living Wage Success, City and County Campaigns, http://www.livingwagecampaign.org/index.php?id=1958)
Appendix A

The Self-Sufficiency Standard

The Self-Sufficiency Standard measures how much income is needed for a family of a given composition in a given place to adequately meet its basic needs—without public or private assistance.

The Self-Sufficiency Standard for Massachusetts calculates a bare-bones budget of costs, including housing, child care, food, transportation, health care, miscellaneous (clothing, shoes, household items, telephone, etc.), and federal, state and local taxes that a working family in Massachusetts faces. The measure is set at a level that is neither luxurious—or even comfortable—nor so low that it is insufficient to adequately provide for a family.

The Self-Sufficiency Standard for the Pioneer Valley Area, 2003

	Monthly Costs
	Adult
	Adult + Preschooler
	Adult + Infant, Preschooler
	Adult + Preschooler, School-age
	2 Adults + Infant, Preschooler
	2 Adults + Preschooler, School-age

	Housing
	$535 
	$674
	$674
	$674
	$674
	$674

	Child Care
	$0 


	$678
	$1320
	$942
	$1320
	$942

	Food
	$178 
	$270
	$351
	$403
	$504
	$554

	Transpor-tation
	$226 
	$231
	$231
	$231
	$444
	$444

	Health Care
	$89 
	$187
	$214
	$209
	$253
	$248

	Misc.
	$103 
	$204
	$279
	$246
	$320
	$286

	Taxes
	$145 
	$468
	$669
	$525
	$744
	$602

	Earned Income Tax Credit (-)
	$0
	$0
	$0
	$0
	$0
	$0

	Child Care Tax Credit (-)
	0 


	-$40 


	-$80
	-$80
	-$80


	-$80



	Monthly Wage
	$1,275 


	$2,623
	$3,558
	$3,050
	$4,079
	$3,570

	Hourly Wage
	$7.25 


	$14.90
	$20.22
	$17.33
	$11.59
	$10.14


Source: “The Self-Sufficiency Standard for Massachusetts: Selected Family Types,” September 2003.  Prepared by the Massachusetts Project for Family Economic Self-Sufficiency, convened by the Women’s Educational and Industrial Union

Appendix B
Basic Family Budget Calculator

A Basic Family Budget measures the income a family needs to secure safe and decent-yet-modest living standards in the community in which it resides offer a broader measure of economic welfare.
The family budget measure takes into account differences in both geographic location and family type. It is a relative measure of what income is necessary to attain a specific standard of living. The budget items that are included in the basic family budgets are: housing, food, child care, transportation, health care, other necessities, and taxes.
That the budgets differ by location is important, since certain costs, such as housing, vary significantly depending on where one resides. 
Basic Family Budget Calculator, 2 Parents/2 Children, Springfield, MA

	Expense
	Cost

	Monthly housing
	$772

	Monthly food
	$587

	Monthly child care
	$1,298 

	Monthly transportation
	$387

	Monthly health care
	$592

	Monthly other necessities
	$367

	Monthly taxes
	$607

	Monthly total
	$4,610 

	Annual total
	$55,320 

	Hourly Living Wage*
	$13.30

	Percentage of all people in state living below family budget line**
	31.8%

	Number of all people in state living below family budget line**
	350,000


Source: Economic Policy Institute Family Budget Calculator: http://www.epi.org/content.cfm/datazone_fambud_budget
� This memorandum was prepared for the City of Northampton by Allison Dale and Eric Nakajima of the UMass Donahue Institute.





