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ABOUT COMMON SENSE INSTITUTE

Common Sense Institute is a non-partisan research organization dedicated to the protection and
promotion of Colorado’s economy. CSl is at the forefront of important discussions concerning the future of
free enterprise and aims to have an impact on the issues that matter most to Coloradans. CSlI's mission is to
examine the fiscal impacts of policies, initiatives, and proposed laws so that Coloradans are educated and
informed on issues impacting their lives. CSI employs rigorous research techniques and dynamic modeling
to evaluate the potential impact of these measures on the economy and individual opportunity.

TEAMS & FELLOWS STATEMENT

CSl is committed to independent, in-depth research that examines the impacts of policies, initiatives,
and proposed laws so that Coloradans are educated and informed on issues impacting their lives.
CSl'scommitment toinstitutional independence is rooted in the individual independence of our researchers,
economists, and fellows. At the core of CSI's mission is a belief in the power of the free enterprise system.
Our work explores ideas that protect and promote jobs and the economy, and the CSI team and fellows
take part in this pursuit with academic freedom. Our team’s work is informed by data-driven research and
evidence. The views and opinions of fellows do not reflect the institutional views of CSI. CSI operates
independently of any political party and does not take positions.
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KEY FINDINGS

= Five municipalities within Boulder County, including Boulder, Longmont, Lafayette, Louisville and
Erie, are actively weighing raising their minimum wage to the level of unincorporated parts of
Boulder County or Denver.

> By 2030 Boulder County’s minimum wage of $25 would be 53% or $8.70 higher than the
statewide rate of $16.30

> By 2030, Denver’s projected minimum wage of $20.68 would be 27% or $4.32 higher than the
statewide rate of $16.30.

= By 2030, for every one person estimated to be drawn out of poverty from this policy, between 4
and 12 people would lose a job.

= For every person who loses a job, between 2.5 and 8 people would get paid more.
= Nearly 90% of jobs lost will be younger workers under the age of 25.

= Sectors that represent “main street” businesses face larger direct increases to both labor and
operational costs.

> Restaurants face a 21% increase in labor costs and a 7% increase in operating costs, larger than
the total average profit margin for a typical business.

> Grocery stores face a 13% increase in labor costs and a 1.6% increase in operating costs.
> Retail stores face a 7.6% increase in labor costs.

= Employment within the food accommodation sector in Boulder is already down 3% from 2019,
the lowest among 12 of the state’s largest counties.

= Colorado’s recent investments in tax credits to support lower income workers and families means
that a single parent making minimum wage and working 32 hours a week, would see an effective
increase of $3.58/hour or $5,964 in total earnings after state and federal tax credits.
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LONG HISTORY OF MINIMUM WAGE DEBATE

Minimum wage policy is one of the most debated and researched economic policy topics. The first
federal minimum wage went into effect in 1938 at 25 cents. It was last raised to $7.25 in 2009.

Colorado is one of 34 states to have enacted a state-specific minimum wage, which increased to
$14.42 and $11.40 for tipped workers in 2024. In 2019, the Colorado General Assembly overturned

a prior law which prevented local governments from enacting their own minimum wages. Since then,
three municipalities have increased their minimum wage above the state level and several others
have the policy under examination.

Proponents of increasing the minimum wage argue it is an effective tool to raise the living standard
of workers at the lowest incomes. However, much research and public debate has centered around
the scale of unintended consequences.

The policy forces the cost of labor to increase, without some direct offsetting effect, thereby forcing
businesses to respond in a number of ways including reducing employment levels, reducing hours,
increasing automation and passing on the cost through higher prices.

Proponents inherently

understand the tradeoffs and Colorado Minimum Wages - 2024

unintended consequences ) SN —
which is why policy changes Min Wage Minw/ Tipped Credit
ar.e ?qenera.lly alm.ed at State (|f!19 higher local §14.42 $1140
minimally increasing the wage minimum)

floor above the current market Denver $18.29 $15.27
clearing wage, rather than Edgewater $15.03 $12.00
placing it at say $100 hour. Boulder County (only $15.69 §12.67

unincorporated areas) ' ‘
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BOULDER MINIMUM WAGE POLICY DEBATE
AND TRADEOFFS

In late 2023 Boulder County Commissioners voted to increase the minimum wage of unincorporated
parts of the county. This applies to all unincorporated municipalities as well such as Niwot, parts of
Gunbarrel, Allenspark, Coal Creek Canyon, Eldora, Gold Hill, and Hygiene.

While the commissioners set the minimum wage to start lower than Denver’s, it will reach $25/hr
by 2030, approximately 21% higher than Denver’s projected level of $21.60 under current inflation
expectations.’ After 2030, it will grow at the rate of inflation.

Several cities within the county including Boulder, Longmont, Lafayette, Louisville and Erie have been

exploring the possibility of increasing their respective minimum wage. A report commissioned by those

cities, produced by ECOnorthwest, laid out the significant tradeoffs they face.” The Regional Minimum

Wage Economic Analysis for Five Boulder County Municipalities report includes four scenarios to increase

the city’s minimum wage.

= B1-Move to Boulder

b FIGURE 1
County’s minimum
wage as soon as possible Minimum Wages Across Colorado
Boulder
= B2 -Move to Boulder (projected based

on CPI after 2030

County’s minimum
wage by 2035

$25

, after 2024)
= D1-Move to Denver’s

minimum wage as

State (projected

soon as possible / bascd o P
= D2 - Moveto Denver's 15

minimum wage by 2035

The faster each city .
10
attempts to increase their (L@“‘ %@‘9 !'EQP r&fi‘ (L@?’ {L(;ﬁ W@Q (19“3‘ (\9“;1' KP"?’ %Q“a“ (&ﬂf’
minimum wage, the larger N
the adverse impacts_ Source: Inflation Expectations (clevelandfed.org) =!| gg;‘s’gﬂu

Denver (projected
based on CPI
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EMPLOYMENT IMPACTS

A 2021 National Bureau of Economic Research working paper, revised March 2022, summarized the
results from the history of minimum wage research as follows':

= (i) there is a clear preponderance of negative estimates in the literature;
= (i) this evidence is stronger for teens and young adults as well as the less-educated;

= (iii) the evidence from studies of directly-affected workers points even more strongly to negative
employment effects; and

= (iv) the evidence from studies of low-wage industries is less one-sided.

The regional minimum wage report supports this conclusion, estimating the following impacts across all 5
municipalities by 2030.

= Total employment losses across all 4 scenarios between -2,037(-1%) to -732(-.4%)
= Employment losses to younger workers make up 86% to 88% of all employment losses.

Despite being home to the University of Colorado, Boulder has the highest home prices in the state.
Coupled with a minimum wage increase it would be even less accessible for younger Coloradans.

FIGURE 2

ES-Exhibit 9. Change in Employment Relative to Baseline, 2030

TEENAGERS & WST_&%L%SFA
SCENARIO YOUNG ADULTS ALL WORKERS
ADULTS CURRENT

EMPLOYMENT
Scenario B1 -1,755 -282 -2,037 -1.0%
Scenario B2 -1,057 -167 -1,224 -0.6%
Scenario D1 -1,266 -167 -1,433 -0.7%
Scenario D2 -635 -97 -732 -0.49%

Source: ECOnorthwest analysis. Colorado Department of Labor and Employment, QCEW, 2023.
Notes: Teenagers are those 16-19 years old and Younger Adults are those 20-24 years old.

Reducing employment levels is just one option available to businesses to adjust to forced higher labor
costs. Many will pass on the costs to consumers through higher prices or increase the use of automated
technology to replace human labor. Though the regional minimum wage report does suggest the impact
on the overall price level will be minimal, .09% by 2023 in the Boulder wage scenarios, it does not isolate
the impact to prices in the most impacted sectors, such as restaurants and retail.
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HOW COSTS STACK UP AGAINST BENEFITS

The regional minimum wage report concludes that between 15,805 or 8% of workers to 1,848 or 0.9%
of workers will experience an increase in earnings because of measure by 2030. Generally, more than half
are directly impacted and slightly less than half are indirectly impacted, meaning even though they have
wages above the minimum wage, they see an increase in wage as a result of the policy.

= Ifthe 5 municipalities were to move to Boulder County’s minimum wage, between 7.8 and
4.2 people would experience a wage increase for every job lost.

= Ifthe 5 municipalities were to move to Denver's minimum wage, between 4.9 and 2.5 people
would experience a wage increase for every job lost.

The regional minimum wage report estimates that between 0 and 481 people would be removed
from poverty by 2030. By 2035 it would be an estimated 987 to 522.

= For every person who is pulled from poverty by 2030, there would be between 11.9 and
4.2 fewer jobs.

Importantly, a large share of workers who will benefit from the policy are earning much more than the
minimum wage. The report does not clarify the portion of workers that ‘only’ earn the minimum wage.
For instance, bartenders and servers are a large share of workers in the restaurant industry who would
benefit from an increase in the minimum wage. However, their total earnings are significantly higher
given they earn tips.

FIGURE 3
Scenario Boulder Longmont Lafayette Louisville Erie
B1 -6.2 -31 -31 -5.9 -13
B2 -174 -8.7 -8.6 -176 -3.6
D1 -12.5 -6.3 -6.2 -12.0 -2.6
D2 No reduction in poverty

Source - Regional Minimum Wage Economic Analysis Report

FIGURE 4

Workers Who Receive Increase in Earnings Per Job Lost

Scenario Boulder Longmont Lafayette Louisville Erie
B1 78 78 78 78 77
B2 42 42 42 42 4]
D1 49 49 49 49 49
D2 25 25 25 25 25

Source - Regional Minimum Wage Economic Analysis Report
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INDUSTRY IMPACTS

Estimates from the regional minimum wage report show a wide range of impacts to both payroll costs
and operating costs across industries.

Impacts by 2035, across the 5 cities, under scenarios reaching Boulder County wage levels.
= Restaurants face a 21% increase in labor costs and a 7% increase in total operating costs.
= Grocery stores face a 13% increase in labor costs and a 1.6% increase in operating costs.
= Retail faces a 76% increase in labor costs.

= Hospitals only face a 1.1% increase in labor costs.

FIGURE 5

Exhibit 49. Effect of the Minimum Wage Increase on Payroll and Operating Costs,
Municipalities Combined

CHANGE IN PAYROLL COST CHANGE IN OPERATING COSTS
Sl 2030 2035 2030 2035

All Industries
Scenario Bl 2.7% 3.19% 0.6% 0.7%
Scenario B2 1.3% 3.1% 0.3% 0.7%
Scenario D1 1.6% 1.8% 0.4% 0.4%
Scenario D2 0.8% 1.8% 0.2% 0.4%

Restaurants
Scenario B1 18.7% 21.7% 5.7% 6.7%
Scenario B2 9.3% 21.7% 2.9% 6.7%
Scenario D1 11.1% 12.9% 3.4% 4.0%
Scenario D2 5.7% 12.9% 1.8% 4.0%

Source: ECOnorthwest analysis

Though the report does not provide detailed employment impacts by sector, these operating costs
provide a pretty good picture of where most employment will be lost. A 20% increase in labor costs for
restaurants means that for every 5 people that could be hired without the minimum wage increase, only 4
could be hired after the wage increase.

If most restaurants have a margin between 3%-5%, the 7% increase in operating costs wipes out
most restaurants’ entire profit, resulting in much greater pressure on price increases and employment
reductions."
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Since 2019, Boulder has already experienced
the largest decline in employment in the
food service industry. The lingering impacts
of the pandemic have continued to plague
many service-related business as both
populations and business patterns have
shifted. An increasing minimum wage would
be a significant stressor on a sector already
experiencing financial challenges.

FIGURE 6

Food Service Sector

Employment Since 2019

Colorado 3%
Adams 8%
Arapahoe 1%
Boulder -3%
Broomfield -1%
Denver -1%
Douglas 9%
El Paso 9%
Jefferson 1%
Larimer 1%
Mesa 6%
Pueblo 3%
Weld 10%

Source - BLS QCEW
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TAX CREDIT IMPACTS ON EARNINGS

In addition to minimum wage increases, lower-earning Coloradans, specifically single filers with young
children, will experience significant income growth due to the expansion of Colorado’s tax credit system.
Tamra Ryan, CSl's Coors Economic Mobility Fellow, highlighted the expansion in her latest report showing
that between 2021 and 2025, Colorado will have expanded its spending on the Earned Income Tax Credit
(EITC) and combined child tax credits from $97 million to over $11 billion.” The investment signals a strong
effort to boost the incomes of the most vulnerable low-wage workers in Colorado through means other
than simply increasing wages.

Crucially, the expanded credit payments will have similar intended effects as wage increases without
incurring the commonly stated economic issues that typically accompany minimum wage increases.
Rather than squeezing businesses’ bottom line and possibly restricting their ability to hire and retain
workers, the tax credit expansion provides targeted income growth to those who would otherwise be
dependent on minimum wage increases alone.

As seen below, the growth of a full-time worker’s hourly wages for a single filer with a young child would
be dramatic. For this person making Colorado’s minimum wage of $14.42, their hourly wage would
increase by over 14%.

The results are even more profound for part-time (25 hours a week) workers. Given the tax credits are
based on annual income, not hours worked, these tax credits represent a larger share of base wages for
non-full-time employees. A single filer with one child under 6 making state minimum wage would see
their hourly/yearly wages rise by over 33%.

A single filer with one child under working for the state’s minimum wage would earn $9,000 annually
working just 12 hours a week. They would earn $30,000 working 40 hours. Just the combined benefit of
the state and federal earned income and child tax credits would total $5,930, effectively increasing their
hourly wage by $9.50 or 66%.
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FIGURE 6

Income Tax Credits Effective Impact on Earnings for a Single Filer with a Child Under 6

State
CTC,
FATC,& | vy
Hourly | Hours per | Hours per | % of Full- Yearly EITC '!'ax Income + New Loy ditzzlie
. Credits Hourly Wage Hourly
Income year Week Time Income . State Tax
for Single . Income Growth [ Increase
. : Credits
Filer with
1 Child
Under 6
$14.42 6241 12.0 30% $9,000 $5,930 $14,930 $23.92 65.89% $9.50
$14.42 13176 253 63% $19,000 $6,287 $25,287 $19.19 33.09% $4.77
$14.42 1664.4 320 80% $24,000 $5,964 $29,964 $18.00 24.85% $3.58
$14.42 2080.0 400 100% $29,994 $4,4Mm $34,405 $16.54 1471% $212
$16.35 2080 40 100% $34,000 $4,125 $38,125 $18.33 1213% $1.98
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BOTTOM LINE

Policy analysis has made strides in recent years to more accurately
depict the tradeoffs inherent with raising the minimum wage, such

as job loss. Though Colorado has recently opened the door to local
governments increasing their minimum wages beyond the state’s, the
regional effects loom large. The faster each city attempts to increase
their minimum wage, the faster adverse impacts will grow.
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