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Forward Seattle Analysis of Effective Minimum Wage (see appendix): 
Effective Minimum Wage = Minimum Wage Adjusted for Cost of Living 
  
1) To date, even after the latest round of wage increases, Seattle continues to have the highest 

effective minimum wage for tipped and non-tipped employees of any major metropolitan 
area in the US. This result is not based on our analysis alone. This same result was found in a 
July 2013 study by the NYC comptroller examining minimum wages in the US:  

 
Source: http://comptroller.nyc.gov/wp-content/uploads/documents/NYC_MinimumWage.pdf 
 
2) Having the highest effective minimum wage for tipped and non-tipped employees also means 

that bars and restaurants in Seattle carry the highest effective labor costs of any major city 
in the nation.  

 
3) The only city that currently has an effective minimum wage higher than Seattle is Santa Fe, NM. 

However, this wage does not apply to tipped workers. It is important to note three distinct 
characteristics about Santa Fe: 

  
a) Their minimum wage recognizes tips as income and has a tipped minimum wage of $2.13  
b) Their town has a population of under 70,000 
c) They are geographically isolated and are approximately 60 miles away from the nearest 

competitive city (Albuquerque). Santa Fe County has also passed a minimum wage increase 
to $10.66 



 

 
4) According to the Department of Labor, the Seattle-Bellevue-Everett area represents the top-

paying metropolitan area in the U.S. for servers. Five out of the top 10 areas are located in 
the state of Washington.  

 

 
Source: http://www.bls.gov/oes/current/oes353031.htm  
 
Analysis of Historical Minimum Wage Levels & Increases Used in Income 
Inequality Symposium: 
  
1) Regarding the Washington State increase of 1988 that was presented at the Income Inequality 

Symposium, March, 2014, the percentage was indeed high at the time as the state passed a bill 
raising the minimum wage from $2.30 to $4.25 over two years. However, that increase does 
not offer a reliable comparison to our current situation. 

 
a) The $2.30 minimum wage of 1988 was $1.05 (or 31.3%) LESS than the Federal minimum 

wage of $3.35 in 1988 
 

b) The minimum wage of $2.30 had been so since 1976 – 12 years with no increase. In that 
time the purchasing power of $2.30 fell from the equivalent of $9.66 in today's dollars in 
1976 to $4.64 in 1988. For every year that passed, employers got a raise. The state had 
lagged terribly behind in maintaining a reasonable minimum wage for 12 years and the 
large increase was a necessary jump just to gain back a reasonable amount of purchasing 
power. 

 
c) The jump from $2.30 to $4.25 over two years would be the equivalent of going from $4.64 

to $7.85 in today's dollars. Washington’s current minimum wage of $9.32 is higher. 



 

 
d) Based on the City of Seattle’s CPI history, the three most inflationary years in the last 31 

years occurred immediately after the minimum wage increase was implemented:  1989, 
1990, and 1991. There was a national uptick in the CPI at that time. Although Seattle 
historically experienced a lesser increase as compared to the nation, in the CPI of 1990, 
1991, and 1992, it exceeded the national increase during this time. Inflation is a real risk 
when the minimum wage is adjusted abruptly.  
 

2) There was a study done in 1991 on the impacts of the 1988 increase (referenced in Seattle 
Times article from December 2013). The study, it is important to note, was done by UW's 
Northwest Policy Center, which was a part of the Evans School of Public Policy. It dissolved 
years ago and the work they performed is now done by the Evans School. This is the same 
group commissioned by the City to analyze the current state of the minimum wage in Seattle 
and delivered their report and results at the Symposium. 

 
      http://blogs.seattletimes.com/opinionnw/2013/12/06/minimum-wage-seattle/ 
 
      The key point based on the research of UW's Northwest Policy Center done in 1991: 

 
More than 100,000 employees got wage increases in 1989 and 1990 because of the rise 
in Washington’s legal minimum. Over two years, employers reported laying-off 11,700 
workers “as a result of the minimum wage increase.” Employees reported about the same 
number. 

 
For every 100 individuals that received a raise, 11.7 were laid-off. The industry most 
affected was the restaurant and bar industry.  
 

3) In almost every case (except for the town of Santa Fe), sizable increases in the minimum wage 
were either to counteract a wage that had not changed in some years or were starting from the 
federal minimum wage.  

 



 

Forward Seattle – Independent Seattle Business Study & Summary  
An independent study of one particular local restaurant business which has locations in Seattle, 
Portland, Boise, and Denver can offer some truly unique and important data about the cost of labor 
in Seattle.  
 

 Seattle Portland Boise Denver 
FOH Labor %* 9.91 9.91 4.43 6.31 
Sales 1 1.25 0.74 0.72 
Profit 1 1.44 1.36 1.56 

 
* Front of House labor cost % is the percentage of labor per dollar of sales.  

 
Forward Seattle Results 
 
For sales and profit, the Seattle location is the baseline. Assuming Seattle sells $1.00, Portland sells 
$1.25, Boise $.74, and Denver $.72. Due to differences in labor cost, rental rates, liquor costs, and 
taxes, the profit margins in the other cities are far greater. If Seattle makes $1.00, Portland makes 
$1.44, Boise makes $1.36, and Denver, despite selling 28% less, makes $1.56 to Seattle’s $1.  
 
Seattle bar and restaurant owners make less profit per sales dollar than other regional cities, 
while our tipped employees enjoy the highest wage of any major city. There is already a great 
balance in income distribution between owners and tipped employees thanks to Initiative 688, an 
initiative that guaranteed that tipped employees receive no less than the state minimum wage which 
will increase each year to account for inflation.  
 
If the City simply maintains the current state minimum wage for tipped employees, the Seattle 
restaurant workers will continue to receive the highest effective wage in the nation while 
owners will be better positioned to absorb wage increases to their ‘back of the house staff’ 
and, even more important, maintain their hours and/or continue operations. 
 
The proposed increase in Seattle's minimum wage is unique. We have set the bar on the 
minimum wage for metropolitan areas in the US for 20 years and continue to have the highest 
effective minimum wage. A sizable increase would be the first time that a city with the leading 
effective minimum wage position has chosen to take such a drastic action. We are not adjusting 
our minimum wage or playing catch up; we are redefining minimum wage.  
 
That is the reason that the data of past increases, while appropriate to consider, does not offer a 
clear guide to the net impact of a large and broad-based wage increase. It is also the reason that 
a thoughtful, pragmatic, and comprehensive policy needs to be enacted. We are setting the 
precedent, both in policy and resulting impact, for the rest of the country. 
 
Sources Used: 
http://murray.seattle.gov/wp-content/uploads/2014/03/Evans-report-3_21_14-+-appdx.pdf 
http://murray.seattle.gov/wp-content/uploads/2014/03/UC-Berkeley-IIAC-Report-3-20-
2014.pdf 
http://comptroller.nyc.gov/wp-content/uploads/documents/NYC_MinimumWage.pdf 
http://www.seattle.gov/financedepartment/cpi/documents/Seattle_CPI_History_--Annual_000.pdf 
http://blogs.seattletimes.com/opinionnw/2013/12/06/minimum-wage-seattle/ 
 
Appendix Follows 



 

Appendix: Forward Seattle Analysis of Effective Minimum Wage 
 

 


