
From: Jeffreylewis
To: City Clerk
Subject: [EXTERNAL] 3/16/21 City Council Meeting - agenda item 9-E
Date: Tuesday, March 16, 2021 4:19:08 PM

I urge you to pass the $5.00/hour increase in grocery worker hazard pay. Grocery workers
have been risking their lives for what is usually near minimum wage for the past year. It is
time that we give them a token of appreciation for all of their sacrifices. Target, Safeway, and
Trader Joe's are extraordinarily wealthy companies who apparently need regulation in order to
do the decent thing. These companies relied on these workers risking their lives in order to
make money during the pandemic just as we relied on these workers to help us get food and
other necessities. Please make the corporations do the right thing.

Thank you,

Jeff Lewis
Alameda (West End)

Sent with ProtonMail Secure Email.

mailto:jeffreylewis@protonmail.com
mailto:CLERK@alamedaca.gov
https://protect-us.mimecast.com/s/aIr-CBBjQyCvKn8izL39V?domain=protonmail.com




March 2, 2021

Marylin Ashcraft, Mayor City of Alameda
The Alameda City Council & City Manager
2263 Santa Clara Ave
Alameda, CA 94501

RE: Proposed Grocery Ordinance

Dear Mayor, City Council & City Manager:

I am writing regarding the proposal on tonight’s agenda regarding a $5 per hour premium for grocery 
workers. As you know, grocery workers have been on the front lines serving the public since day one of 
the pandemic. They have been putting their health and the health of their families on the line every day. 
They deserve the support of all Alamedans and the council on this proposal to raise their wages during 
the pandemic.

My understanding of the legislation is it will cover workers at Safeway, Target, Luckys and Trader Joes. 
These companies have posted record profits since the beginning of the pandemic but have 
unfortunately chosen not to share those profits with those workers. This is a good way to recognize the 
sacrifices made by grocery workers and will not be detrimental to the city.

Thank you for your attention to this letter. If you have any questions I can be reached at the number or 
email below.

Very Sincerely Yours,

Mike Henneberry
2811 Otis Dr
Alameda, CA 94501
(510) 719‐7691
michaelhenneberry5@gmail.com 



From: Tim James
To: Marilyn Ezzy Ashcraft; Malia Vella; Tony Daysog; Trish Spencer; John Knox White
Cc: City Clerk
Subject: [EXTERNAL] Grocery Pay Ordinance - 3/2/21
Date: Tuesday, March 2, 2021 3:17:52 PM
Attachments: We sent you safe versions of your files.msg

Alameda Grocery Pay LTR 3-2-21.pdf
CGA - Letter to Alameda City Council - 4437049.pdf
2021-Extra-Pay-Mandates-Economic-Study.pdf

Mimecast Attachment Protection has deemed this file to be safe, but always exercise caution when opening files.

Councilmembers, please accept the attached letters and documents regarding the grocery pay
ordinance. Please contact me directly to discuss. Thank you for your consideration. Tim
 
Timothy James
Director, Local Government Relations
California Grocers Association
916-448-3545

mailto:tjames@CAGrocers.com
mailto:MEzzyAshcraft@alamedaca.gov
mailto:MVella@alamedaca.gov
mailto:TDaysog@alamedaca.gov
mailto:tspencer@alamedaca.gov
mailto:JknoxWhite@alamedaca.gov
mailto:CLERK@alamedaca.gov
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We sent you safe copies of the attached files


If you want the originals, you can request them.
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March 2, 2021 
 
The Honorable Marilyn Ezzy Ashcraft 
Mayor, City of Alameda 
2263 Santa Clara Avenue 
Alameda, CA 94501 
 
RE: Grocery Worker Pay 
 
Dear Mayor Ashcraft, 
 
On behalf of Alameda grocers, I write to ask the Council to not move forward with the proposed grocery worker premium 
pay ordinance given the numerous negative consequences to grocery workers, neighborhoods and the grocery industry. 
Based on the consequences experienced in other jurisdictions with similar ordinances, we must oppose the ordinance for 
both policy and legal reasons. 
 
We agree that grocery workers serve a vital and essential role during the pandemic. They have worked tirelessly to keep 
stores open for consumers, allowing our communities to have uninterrupted access to food and medications. To protect 
our employees, grocery stores were among the first to implement numerous safety protocols, including providing PPE and 
masks, performing wellness checks, enhancing sanitation and cleaning, limiting store capacity, and instituting social 
distance requirements, among other actions. 
 
On top of increased safety measures, grocery employees have also received unprecedented amounts of supplemental 
paid leave to care for themselves and their families in addition to already existing leave benefits. Grocers have also 
provided employees additional pay and benefits throughout the pandemic in various forms, including hourly and bonus 
pay averaging an extra $2 to $3 along with significant discounts and complimentary groceries. All of these safety efforts 
and additional benefits clearly demonstrate grocers’ dedication and appreciation for their employees. Most importantly 
the industry has been fierce advocates for grocery workers to be prioritized for vaccinations. This is evident now that 
Riverside County is now considering grocery workers a priority and they are currently receiving the vaccine.       
 
Unfortunately, the Grocery Worker Premium Pay ordinance would mandate grocery stores provide additional pay beyond 
what is economically feasible, which would severely impact store viability and result in increased prices for groceries, 
limited operating hours, reduced hours for workers, fewer workers per store, and most concerning, possible store 
closures. These negative impacts from the ordinance would be felt most acutely by independent grocers, ethnic format 
stores, and stores serving low-income neighborhoods. The Cities of Long Beach and Seattle, who have passed a similar 
ordinance, have already suffered the permanent loss of several full-service grocery stores as direct result. 
 
We request the City of Alameda perform an economic impact report to understand the true impacts of this policy. If you 
choose not to understand specific impacts for Alameda, then we refer you to the economic impact report from the City of 
Los Angeles Legislative Analyst Office. This report makes it clear that the impact of this policy will severely impact workers, 
consumers, and grocery stores.  
 
In its own words the Los Angeles City Legislative Analyst clearly states that grocery “companies would be required to take 
action to reduce costs or increase revenue as the labor increase will eliminate all current profit margin.” The report 
recognizes that “affected companies could raise prices to counteract the additional wage cost.” This type of ordinance 
would put “more pressure on struggling stores (especially independent grocers) which could lead to store closures” and 
that “the closure of stores could lead to an increase in ‘food deserts’ that lack access to fresh groceries.” These are all 
scenarios we know everyone in the city wants to avoid, especially during a pandemic. This is why we are asking the 
Council to not move forward with this policy and, instead, focus on making sure all grocery workers are provided the 
vaccine. 
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Specific to ordinance language, there are numerous policy and legal issues which unnecessarily single out the grocery 
industry and create significant burdens. The ordinance fails to recognize the current efforts grocers are making to support 
their employees and requires grocers add significant costs on to existing employee benefit programs. 
 
Furthermore, passing this ordinance improperly inserts the city into employee-employer contractual relationships. The 
ordinance also ignores other essential workers, including city employees, that have similar interaction with the public. 
Taken in whole, this ordinance is clearly intended to impact only specific stores within a single industry and fails to 
recognize the contributions of all essential workers. Based on language specifics, this ordinance misses a genuine effort to 
promote the health, safety and welfare of the public. 
 
Emergency passage of the ordinance also ignores any reasonable effort for compliance by impacted stores, as several 
grocery stores will be operating at the time of passage. By implementing the ordinance immediately there is literally no 
time to communicate to employees, post notices, adjust payroll processes, and other necessary steps as required by 
California law. Coupled with the varied enforcement mechanisms and significant remedies outlined, the passage of this 
ordinance would put stores into immediate jeopardy. This scenario is yet another negative consequence resulting from 
the lack of outreach to grocers and the grocery industry to understand real world impacts. 
 
Grocery workers have demonstrated exemplary effort to keep grocery stores open for Alameda. This why the grocery 
industry has provided significant safety measures and historic levels of benefits that include additional pay and bonuses. It 
is also why vaccinating grocery workers has been our first priority. Unfortunately, this ordinance is a significant overreach 
of policy and jurisdictional control. This will result in negative consequences for workers and consumers that will only be 
compounded by the pandemic. 
 
We respectfully implore the Council to not move forward with the grocery worker pay ordinance at this time. We 
encourage you to recognize and understand the impacts of this ordinance on workers and the community by accepting 
our invitation to work cooperatively with Alameda grocers. If Council must bring the ordinance forward for a vote at this 
time we ask you to oppose its passage. CGA is submitting additional information from our legal counsel for your 
consideration. 
 
Thank you for your consideration and we look forward to being able to combat the pandemic in partnership with the City 
of Alameda. 
 
Sincerely, 
 
 
Timothy James 
California Grocers Association 
 
CC:  Members, Alameda City Council 


City Clerk, City of Alameda 
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ExecutiveꢀSummaryꢀ


Hazard-payꢀmandatesꢀpassedꢀinꢀtheꢀCityꢀofꢀLongꢀBeachꢀandꢀunderꢀconsiderationꢀinꢀtheꢀCityꢀofꢀLosꢀ
Angelesꢀandꢀinꢀotherꢀlocalꢀjurisdictionsꢀwouldꢀraiseꢀpayꢀforꢀgroceryꢀworkersꢀbyꢀasꢀmuchꢀasꢀ$5.00ꢀperꢀ
hour.ꢀꢀSinceꢀtheꢀaverageꢀpayꢀforꢀgroceryꢀworkersꢀinꢀCaliforniaꢀisꢀcurrentlyꢀaboutꢀ$18.00ꢀperꢀhour,ꢀaꢀ
$5.00ꢀincreaseꢀwouldꢀraiseꢀstoreꢀlaborꢀcostsꢀbyꢀ28ꢀpercent,ꢀandꢀhaveꢀmajorꢀnegativeꢀimpactsꢀonꢀ
groceryꢀstores,ꢀtheirꢀemployeesꢀandꢀtheirꢀcustomers.ꢀSpecifically:ꢀꢀ


• Averageꢀprofitꢀmarginsꢀinꢀtheꢀgroceryꢀindustryꢀwereꢀ1.4%ꢀinꢀ2019,ꢀwithꢀaꢀsignificantꢀnumberꢀ
ofꢀstoresꢀoperatingꢀwithꢀnetꢀlosses.ꢀWhileꢀprofitsꢀincreasedꢀtemporarilyꢀtoꢀ2.2%ꢀduringꢀearlyꢀ
toꢀmidꢀ2020,ꢀquarterlyꢀdataꢀindicatesꢀthatꢀprofitꢀmarginsꢀwereꢀsubsidingꢀtoꢀhistoricalꢀlevelsꢀasꢀ
2020ꢀdrewꢀtoꢀaꢀclose.ꢀꢀ


• Wage-relatedꢀlaborꢀexpensesꢀaccountꢀforꢀaboutꢀ16ꢀpercentꢀofꢀtotalꢀsalesꢀinꢀtheꢀgroceryꢀ
industry.ꢀAsꢀaꢀresult,ꢀaꢀ28ꢀpercentꢀincreaseꢀinꢀwagesꢀwouldꢀboostꢀoverallꢀcostsꢀ4.5ꢀpercentꢀ
underꢀtheꢀCityꢀofꢀLosꢀAngelesꢀproposalꢀofꢀ$5.00ꢀperꢀhour.ꢀThisꢀincreaseꢀwouldꢀbeꢀtwiceꢀtheꢀsizeꢀ
ofꢀtheꢀ2020ꢀindustryꢀprofitꢀmarginꢀandꢀthreeꢀtimesꢀhistoricalꢀgroceryꢀprofitꢀmargins.ꢀ


• Inꢀorderꢀtoꢀsurviveꢀsuchꢀanꢀincrease,ꢀgrocersꢀwouldꢀneedꢀtoꢀraiseꢀpricesꢀtoꢀconsumersꢀand/orꢀ
findꢀsubstantialꢀoffsettingꢀcutsꢀtoꢀtheirꢀcontrollableꢀoperatingꢀexpenses,ꢀwhichꢀwouldꢀmeanꢀ
workforceꢀreductions.ꢀAsꢀanꢀillustrationꢀofꢀtheꢀpotentialꢀmagnitudeꢀofꢀeachꢀofꢀtheseꢀimpacts,ꢀ
weꢀconsideredꢀtwoꢀextremes:ꢀꢀ


1) Allꢀofꢀtheꢀhigherꢀwageꢀcostsꢀ(assumingꢀtheꢀ$5.00/hourꢀproposal)ꢀareꢀpassedꢀthroughꢀtoꢀ
consumersꢀinꢀtheꢀformꢀofꢀhigherꢀretailꢀprices:ꢀ


• Thisꢀwouldꢀresultꢀinꢀaꢀ$400ꢀperꢀyearꢀincreaseꢀinꢀgroceryꢀcostsꢀforꢀaꢀtypicalꢀfamilyꢀofꢀ
four,ꢀanꢀincreaseꢀofꢀ4.5ꢀpercent.ꢀꢀ


• IfꢀimplementedꢀinꢀtheꢀCityꢀofꢀLosꢀAngeles,ꢀitsꢀresidentsꢀwouldꢀpayꢀ$450ꢀmillionꢀmoreꢀ
forꢀgroceriesꢀoverꢀaꢀyear.ꢀ


• Theꢀincreaseꢀwouldꢀhitꢀlow-ꢀandꢀmoderate-incomeꢀfamiliesꢀhard,ꢀparticularlyꢀthoseꢀ
strugglingꢀwithꢀjobꢀlossesꢀandꢀincomeꢀreductionsꢀdueꢀtoꢀCOVID-19.ꢀ


• Ifꢀimplementedꢀstatewide,ꢀadditionalꢀgroceryꢀcostsꢀwouldꢀbeꢀ$4.5ꢀbillionꢀperꢀyearꢀinꢀ
California.ꢀ


2) Retailꢀpricesꢀtoꢀconsumersꢀareꢀnotꢀraisedꢀandꢀallꢀtheꢀadditionalꢀcostsꢀareꢀoffsetꢀthroughꢀaꢀ
reductionꢀinꢀstoreꢀexpenses:ꢀ


• Givenꢀthatꢀlaborꢀcostsꢀareꢀbyꢀfarꢀtheꢀlargestꢀcontrollableꢀexpenseꢀforꢀstores,ꢀitꢀisꢀ
highlyꢀlikelyꢀthatꢀtheꢀwageꢀmandatesꢀwillꢀtranslateꢀintoꢀfewerꢀstoreꢀhours,ꢀfewerꢀ
employeeꢀhours,ꢀandꢀfewerꢀjobs.ꢀ


Ø Forꢀaꢀstoreꢀwithꢀ50ꢀfull-timeꢀequivalentꢀemployees,ꢀitꢀwouldꢀtakeꢀaꢀreductionꢀofꢀ
11ꢀemployeesꢀtoꢀoffsetꢀtheꢀincreasedꢀwageꢀcosts,ꢀorꢀaꢀ22%ꢀdecreaseꢀinꢀstaff.ꢀ


Ø Ifꢀtheꢀmandateꢀwereꢀimposedꢀstatewideꢀatꢀ$5.00ꢀperꢀhour,ꢀtheꢀjobꢀlossꢀwouldꢀbeꢀ
66,000ꢀworkers.ꢀꢀ
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Ø IfꢀimposedꢀinꢀtheꢀCityꢀofꢀLosꢀAngeles,ꢀtheꢀjobꢀlossꢀwouldꢀbeꢀ7,000ꢀworkers.ꢀꢀ


Ø AndꢀinꢀtheꢀCityꢀofꢀLongꢀBeach,ꢀtheꢀjobꢀimpactꢀofꢀitsꢀ$4.00ꢀperꢀhourꢀmandateꢀ
wouldꢀbeꢀ775ꢀjobs.ꢀ


Ø Storesꢀcouldꢀalternativelyꢀavoidꢀjobꢀreductionsꢀbyꢀcuttingꢀhoursꢀworkedꢀbyꢀ22ꢀ
percent.ꢀ


• Forꢀ theꢀ significantꢀ shareꢀ ofꢀ storesꢀ alreadyꢀ operatingꢀ withꢀ netꢀ losses,ꢀ aꢀ massiveꢀ
government-mandatedꢀ wageꢀ increaseꢀ wouldꢀ likelyꢀ resultꢀ inꢀ storeꢀ closures,ꢀ therebyꢀ
expandingꢀtheꢀnumberꢀofꢀ“foodꢀdeserts”ꢀ(i.e.ꢀcommunitiesꢀwithꢀnoꢀfresh-foodꢀoptions).ꢀꢀ
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Introduction 


TheꢀLongꢀBeachꢀCityꢀCouncilꢀhasꢀpassedꢀanꢀordinanceꢀthatꢀmandatesꢀgrocersꢀtoꢀprovideꢀaꢀ$4.00ꢀperꢀ
hourꢀpayꢀincreaseꢀ–ꢀ“hazardꢀpay”ꢀ–ꢀtoꢀgroceryꢀworkers.ꢀTheꢀmandateꢀexpiresꢀinꢀ120ꢀdays.ꢀTwoꢀ
membersꢀofꢀtheꢀLosꢀAngelesꢀCityꢀhaveꢀintroducedꢀaꢀsimilarꢀmeasureꢀforꢀaꢀ$5.00ꢀperꢀhourꢀincreaseꢀ
forꢀcompaniesꢀthatꢀemployꢀmoreꢀthanꢀ300ꢀworkersꢀnationwide.ꢀGroceryꢀworkersꢀinꢀCaliforniaꢀ
currentlyꢀearnꢀaboutꢀ$18.00ꢀperꢀhour.1ꢀTherefore,ꢀtheꢀLosꢀAngelesꢀproposalꢀwouldꢀincreaseꢀaverageꢀ
hourlyꢀpayꢀtoꢀ$23.00ꢀperꢀhour,ꢀanꢀincreaseꢀofꢀ28ꢀpercent.ꢀSeveralꢀotherꢀcitiesꢀinꢀCaliforniaꢀhaveꢀ
discussedꢀ$5.00/hourꢀproposalsꢀsimilarꢀtoꢀLosꢀAngeles.ꢀ
ꢀ
Thisꢀreportꢀfocusesꢀonꢀtheꢀimpactꢀofꢀhazardꢀpayꢀmandatesꢀonꢀgroceryꢀstoreꢀprofitabilityꢀandꢀonꢀtheꢀ
sustainabilityꢀofꢀanꢀindustryꢀwithꢀtraditionallyꢀlowꢀprofitꢀmargins.ꢀItꢀalsoꢀassessesꢀtheꢀpotentialꢀ
impactꢀofꢀtheꢀproposedꢀwageꢀincreasesꢀonꢀconsumers,ꢀespeciallyꢀlower-incomeꢀconsumersꢀ(aꢀcohortꢀ
alreadyꢀhitꢀhardꢀbyꢀtheꢀCOVIDꢀlockdownsꢀandꢀbusinessꢀclosures).ꢀ


Backgroundꢀ—ꢀGroceryꢀisꢀaꢀLow-Margin,ꢀHigh-LaborꢀCostꢀBusinessꢀ


Theꢀgroceryꢀbusinessꢀisꢀaꢀhigh-volume,ꢀlow-marginꢀindustry.ꢀAccordingꢀtoꢀanꢀannualꢀdatabaseꢀofꢀ
publicꢀcompaniesꢀmaintainedꢀbyꢀProfessorꢀDamodaranꢀofꢀNewꢀYorkꢀUniversityꢀ(NYU),2ꢀnetꢀprofitꢀ
marginsꢀasꢀaꢀpercentꢀofꢀsalesꢀinꢀtheꢀgroceryꢀindustryꢀareꢀamongꢀtheꢀlowestꢀofꢀanyꢀmajorꢀsectorꢀofꢀtheꢀ
economy.ꢀEarningsꢀBeforeꢀInterest,ꢀTaxes,ꢀDepreciation,ꢀandꢀAmortizationꢀ(EBITDA)ꢀaveragedꢀ4.6ꢀ
percentꢀofꢀsalesꢀinꢀ2019,ꢀandꢀtheꢀnetꢀprofitꢀmarginꢀ(whichꢀaccountsꢀforꢀotherꢀunavoidableꢀexpensesꢀ
suchꢀasꢀrentꢀandꢀdepreciation)ꢀwasꢀjustꢀ1.4ꢀpercentꢀduringꢀtheꢀyear.ꢀThisꢀcomparesꢀtoꢀtheꢀnon-
financial,ꢀeconomy-wideꢀaverageꢀofꢀ16.6ꢀpercentꢀforꢀEBITDAꢀandꢀ6.4ꢀpercentꢀforꢀtheꢀnetꢀprofitꢀ
margin.ꢀTheꢀNYUꢀestimateꢀforꢀpublicꢀcompaniesꢀinꢀtheꢀgroceryꢀindustryꢀisꢀsimilarꢀtoꢀtheꢀ1.1ꢀpercentꢀ
marginꢀreportedꢀbyꢀtheꢀIndependentꢀGrocersꢀAssociationꢀforꢀtheꢀsameꢀyear.3ꢀ
ꢀ
COVID-19ꢀtemporarilyꢀboostedꢀprofitsꢀꢀ
ꢀ
InꢀtheꢀbeginningꢀofꢀtheꢀCOVID-19ꢀpandemic,ꢀsalesꢀandꢀprofitꢀmarginsꢀspikedꢀasꢀpeopleꢀstockedꢀupꢀonꢀ
householdꢀitemsꢀandꢀshiftedꢀspendingꢀfromꢀeatingꢀestablishmentsꢀtoꢀfoodꢀatꢀhome.ꢀAccordingꢀtoꢀdataꢀ
compiledꢀbyꢀNYU,ꢀnetꢀprofitꢀmarginsꢀinꢀtheꢀgroceryꢀindustryꢀincreasedꢀtoꢀ2.2ꢀpercentꢀinꢀearlyꢀtoꢀmidꢀ
2020.4ꢀAlthoughꢀrepresentingꢀaꢀsubstantialꢀyear-to-yearꢀincreaseꢀinꢀprofits,ꢀtheꢀ2.2ꢀpercentꢀmarginꢀ
remainsꢀquiteꢀsmallꢀrelativeꢀtoꢀmostꢀotherꢀindustries.ꢀThisꢀimpliesꢀthatꢀevenꢀwithꢀtheꢀhistoricallyꢀhighꢀ
ratesꢀofꢀprofitsꢀinꢀ2020,ꢀthereꢀisꢀlittleꢀfinancialꢀroomꢀtoꢀabsorbꢀaꢀmajorꢀwageꢀincrease.ꢀ
ꢀ


 
1 $18.00ꢀperꢀhourꢀisꢀconsistentꢀwithꢀtheꢀresponsesꢀweꢀreceivedꢀtoꢀourꢀinformalꢀsurvey.ꢀItꢀisꢀalsoꢀconsistentꢀwithꢀpublishedꢀ
contractꢀagreementsꢀweꢀreviewed.ꢀSee,ꢀforꢀexample,ꢀtheꢀ“RetailꢀFood,ꢀMeat,ꢀBakery,ꢀCandyꢀandꢀGeneralꢀMerchandiseꢀ
Agreement,ꢀMarchꢀ4,ꢀ2019ꢀ-ꢀMarchꢀ6,ꢀ2022ꢀbetweenꢀUFCWꢀUnionꢀLocalsꢀ135,ꢀ324,ꢀ770,1167,1428,1442ꢀ&ꢀ8ꢀ-ꢀGSꢀandꢀRalphsꢀ
GroceryꢀCompany.”ꢀInꢀthisꢀcontract,ꢀhourlyꢀpayꢀratesꢀstartingꢀMarchꢀ2,ꢀ2021ꢀforꢀfoodꢀclerksꢀrangeꢀfromꢀ$14.40ꢀperꢀhourꢀ(forꢀ
firstꢀ1,000ꢀhours)ꢀupꢀtoꢀ$22.00ꢀperꢀhourꢀ(forꢀworkersꢀwithꢀmoreꢀthanꢀ9,800ꢀhours),ꢀTheꢀdepartmentꢀheadꢀisꢀpaidꢀ$23.00ꢀperꢀ
hour.ꢀMeatꢀcutterꢀpayꢀratesꢀrangeꢀfromꢀ$14.20ꢀ(forꢀtheꢀfirstꢀsixꢀmonths)ꢀtoꢀ$23.28ꢀperꢀhourꢀ(forꢀthoseꢀwithꢀmoreꢀthanꢀ2ꢀyearsꢀ
onꢀtheꢀjob).ꢀTheꢀdepartmentꢀmanagerꢀisꢀpaidꢀ$24.78ꢀperꢀhour.ꢀhttps://ufcw770.org/wp-content/uploads/2020/08/Ralphs-
Contract-2020.pdfꢀ
2 Source:ꢀProfessorꢀAswathꢀDamodaran,ꢀSternꢀSchoolꢀofꢀBusiness,ꢀNewꢀYorkꢀUniversity.ꢀ
*******pages.stern.nyu.edu/~adamodar/ 
3 Source:ꢀ“2020ꢀIndependentꢀGrocerꢀFinancialꢀSurvey.”ꢀSponsoredꢀbyꢀtheꢀNationalꢀGrocer’sꢀAssociationꢀandꢀFMSꢀSolutionsꢀ
Holding,ꢀLLCꢀ
4 Supraꢀ2.ꢀ







Consumer and Community Impacts of Hazard Pay Mandates 


7 


 


 


ꢀ
Butꢀtheꢀincreasesꢀareꢀsubsidingꢀꢀ
ꢀ
Moreover,ꢀquarterlyꢀdataꢀindicatesꢀthatꢀtheꢀsalesꢀandꢀprofitꢀincreasesꢀexperiencedꢀinꢀearlyꢀ2020ꢀ
wereꢀtransitoryꢀandꢀwereꢀsettlingꢀbackꢀtowardꢀpre-COVIDꢀtrendsꢀasꢀ2020ꢀdrewꢀtoꢀaꢀclose.ꢀThisꢀ
quarterlyꢀtrendꢀisꢀevidentꢀinꢀquarterlyꢀfinancialꢀreportsꢀfiledꢀbyꢀCalifornia’sꢀtwoꢀlargestꢀpubliclyꢀ
tradedꢀcompaniesꢀinꢀtheꢀgroceryꢀbusiness:ꢀTheꢀKrogerꢀCompanyꢀ(whichꢀincludesꢀRalphs,ꢀFoodꢀforꢀ
Less,ꢀandꢀFredꢀMeyers,ꢀamongꢀothers)ꢀandꢀAlbertsonsꢀ(whichꢀincludesꢀSafeway,ꢀAlbertsons,ꢀandꢀ
Vons,ꢀamongꢀothers).ꢀFigureꢀ1ꢀshowsꢀthatꢀtheꢀaverageꢀprofitꢀmarginꢀforꢀtheseꢀtwoꢀcompaniesꢀwasꢀ
3.6ꢀpercentꢀofꢀsalesꢀinꢀtheꢀSpringꢀofꢀ2020,ꢀdecliningꢀtoꢀ1.9ꢀpercentꢀbyꢀtheꢀfourthꢀquarterꢀofꢀtheꢀyear.5ꢀ
Monthlyꢀsalesꢀdataꢀcontainedꢀinꢀtheꢀ2020ꢀIndependentꢀGrocer’sꢀFinancialꢀSurveyꢀshowedꢀaꢀsimilarꢀ
pattern,ꢀwithꢀyear-over-yearꢀsalesꢀpeakingꢀatꢀ68ꢀpercentꢀinꢀmid-Marchꢀ2020,ꢀbutꢀthenꢀsubsidingꢀtoꢀ
12ꢀpercentꢀasꢀofꢀtheꢀfirstꢀthreeꢀweeksꢀofꢀJuneꢀ(theꢀlatestꢀperiodꢀcoveredꢀbyꢀtheꢀsurvey).6ꢀꢀ


ꢀ
Figureꢀ1ꢀ
CombinedꢀNetꢀProfitꢀMarginsꢀDuringꢀ2020ꢀꢀ
AlbertsonsꢀandꢀTheꢀKrogerꢀCompaniesꢀ


ꢀ


Whileꢀgrocersꢀcontinuedꢀtoꢀbenefitꢀfromꢀhigherꢀfoodꢀandꢀrelatedꢀsalesꢀduringꢀtheꢀsecondꢀhalfꢀofꢀ
2020,ꢀtheyꢀalsoꢀfacedꢀhigherꢀwholesaleꢀcostsꢀforꢀfoodꢀandꢀhousingꢀsupplies,ꢀasꢀwellꢀasꢀconsiderableꢀ
newꢀCOVID-19ꢀrelatedꢀexpenses.ꢀTheseꢀincludeꢀexpensesꢀforꢀpaidꢀleaveꢀandꢀovertimeꢀneededꢀtoꢀ
coverꢀshiftsꢀofꢀworkersꢀaffectedꢀbyꢀCOVID-19,ꢀbothꢀthoseꢀthatꢀcontractedꢀtheꢀvirusꢀandꢀ(primarily)ꢀ
thoseꢀthatꢀwereꢀexposedꢀandꢀneededꢀtoꢀquarantine.ꢀOtherꢀCOVID-19ꢀcostsꢀincludeꢀthoseꢀforꢀintenseꢀ
in-storeꢀcleaning,ꢀmasksꢀforꢀemployees,ꢀnewꢀplasticꢀbarriersꢀatꢀcheck-outsꢀandꢀserviceꢀcounters,ꢀandꢀ
additionalꢀstaffingꢀandꢀcapitalꢀcostsꢀforꢀscalingꢀupꢀofꢀe-commerce,ꢀcurbsideꢀandꢀhomeꢀꢀdelivery.ꢀ
ꢀ


 
5ꢀInꢀtheirꢀSECꢀ10-Qꢀquarterlyꢀreportꢀforꢀtheꢀfour-monthꢀperiodꢀendingꢀinꢀJuneꢀ2020,ꢀAlbertsonsꢀreportedꢀthatꢀconsolidatedꢀ
salesꢀwereꢀupꢀ21.4ꢀpercentꢀfromꢀtheꢀsameꢀperiodꢀofꢀ2019ꢀandꢀbefore-taxꢀprofitsꢀwereꢀ3.5ꢀpercentꢀofꢀtotalꢀsales.ꢀInꢀtheꢀ
three-monthꢀperiodꢀendingꢀinꢀmid-September,ꢀtheꢀcompanyꢀreportedꢀyear-over-yearꢀsalesꢀgrowthꢀofꢀ11.2ꢀpercentꢀandꢀ
before-taxꢀprofitsꢀequalꢀtoꢀ2.5ꢀpercentꢀofꢀsales.ꢀInꢀtheirꢀ10-Qꢀreportꢀfiledꢀforꢀtheꢀthree-monthꢀperiodꢀendingꢀinꢀearlyꢀ
December,ꢀAlbertsonsꢀshowedꢀyear-over-yearꢀsalesꢀgrowthꢀofꢀ9.3ꢀpercent,ꢀandꢀprofitsꢀasꢀaꢀpercentꢀofꢀsalesꢀofꢀjustꢀ1.0ꢀ
percent.ꢀDataꢀforꢀtheꢀKrogerꢀCompanyꢀindicatesꢀthatꢀyear-over-yearꢀsalesꢀgrowthꢀsubsidedꢀfromꢀ11.5ꢀpercentꢀforꢀtheꢀthree-
monthꢀperiodꢀendingꢀinꢀMayꢀ2020ꢀtoꢀ8.2ꢀpercentꢀforꢀtheꢀthree-monthꢀperiodꢀendingꢀinꢀAugust,ꢀandꢀfurtherꢀtoꢀ6.3ꢀpercentꢀ
forꢀtheꢀthree-monthꢀperiodꢀendingꢀinꢀNovember.ꢀProfitsꢀasꢀaꢀpercentꢀofꢀsalesꢀfellꢀfromꢀ3.8ꢀpercentꢀtoꢀ3.5ꢀpercent,ꢀandꢀ
furtherꢀtoꢀ2.8ꢀpercentꢀduringꢀtheꢀsameꢀthreeꢀquarterlyꢀperiods.ꢀ(Source:ꢀEDGARꢀCompanyꢀFilings,ꢀU.S.ꢀSecuritiesꢀandꢀ
ExchangeꢀCommission.ꢀhttps://www.sec.gov/edgar/searchedgar/ꢀcompanysearch.html.ꢀ
6 Supraꢀ3 
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ꢀ
Manyꢀstoresꢀincurꢀlossesꢀinꢀnormalꢀyearsꢀ
ꢀ
Theꢀ1-ꢀtoꢀ2-percentꢀnetꢀprofitꢀlevelsꢀcitedꢀaboveꢀreflectꢀindustryꢀaverages.ꢀThereꢀisꢀconsiderableꢀ
variationꢀaroundꢀtheseꢀaveragesꢀamongꢀindividualꢀstores,ꢀwithꢀsomeꢀdoingꢀbetterꢀandꢀsomeꢀdoingꢀ
worse.ꢀAsꢀoneꢀindicationꢀofꢀthisꢀvariation,ꢀtheꢀ2020ꢀIndependentꢀGrocerꢀFinancialꢀSurveyꢀfoundꢀthat,ꢀ
whileꢀtheꢀnationwideꢀaverageꢀprofitꢀbeforeꢀtaxꢀforꢀallꢀstoresꢀwasꢀ1.1ꢀpercentꢀofꢀsalesꢀinꢀ2019,ꢀaboutꢀ
35ꢀpercentꢀofꢀtheꢀrespondentsꢀreportedꢀnegativeꢀnetꢀprofitsꢀduringꢀtheꢀyear.7ꢀThisꢀnationalꢀresultꢀisꢀ
consistentꢀwithꢀfeedbackꢀweꢀreceivedꢀfromꢀCaliforniaꢀgrocers,ꢀwhichꢀreportedꢀthatꢀevenꢀinꢀprofitableꢀ
years,ꢀanywhereꢀfromꢀone-sixthꢀtoꢀone-thirdꢀofꢀtheirꢀstoresꢀshowꢀnegativeꢀearnings.ꢀWhileꢀchainꢀ
operationsꢀcanꢀsubsidizeꢀsomeꢀstoreꢀlossesꢀwithꢀearningsꢀfromꢀotherꢀstores,ꢀaꢀmajorꢀmandatedꢀwageꢀ
increaseꢀwouldꢀeliminateꢀearningsꢀforꢀevenꢀtheꢀmostꢀprofitableꢀstores,ꢀmakingꢀcross-ꢀsubsidiesꢀwithinꢀ
supermarketꢀchainsꢀmuchꢀlessꢀfeasible.ꢀAsꢀdiscussedꢀbelow,ꢀtheꢀconsequenceꢀwouldꢀlikelyꢀbeꢀaꢀclosureꢀ
ofꢀsomeꢀunprofitableꢀstores.ꢀ
ꢀ
Mandatedꢀwageꢀincreasesꢀwouldꢀpushꢀmostꢀstoresꢀintoꢀdeficitsꢀ
ꢀ
Theꢀgroceryꢀbusinessꢀisꢀveryꢀlaborꢀintensive.ꢀLaborꢀisꢀtheꢀindustry’sꢀsecondꢀlargestꢀcost,ꢀtrailingꢀonlyꢀ
theꢀwholesaleꢀcostꢀofꢀtheꢀfoodꢀandꢀotherꢀitemsꢀtheyꢀsell.ꢀAccordingꢀtoꢀaꢀbenchmarkꢀstudyꢀbyꢀBaker-
Tilly,ꢀlaborꢀexpensesꢀaccountꢀforꢀ13.2ꢀpercentꢀofꢀgrossꢀsalesꢀofꢀgrocersꢀnationally.8ꢀTheꢀIndependentꢀ
GrocerꢀSurvey,ꢀcitedꢀabove,ꢀfoundꢀthatꢀlaborꢀcostsꢀaccountꢀforꢀ15ꢀpercentꢀofꢀsalesꢀnationallyꢀandꢀ18.4ꢀ
percentꢀforꢀindependentꢀgrocersꢀinꢀtheꢀWesternꢀregionꢀofꢀtheꢀU.S.9ꢀꢀ
ꢀ
RespondentsꢀtoꢀourꢀsurveyꢀofꢀCaliforniaꢀgrocersꢀreportedꢀthatꢀlaborꢀcostsꢀequateꢀtoꢀ14ꢀpercentꢀtoꢀ18ꢀ
percentꢀofꢀsalesꢀrevenues.ꢀForꢀpurposesꢀofꢀthisꢀanalysis,ꢀweꢀareꢀassumingꢀthatꢀtheꢀwageꢀbaseꢀ
potentiallyꢀaffectedꢀbyꢀtheꢀmandatedꢀhourlyꢀpayꢀincreaseꢀisꢀaboutꢀ16ꢀpercentꢀofꢀannualꢀsales.10ꢀꢀ


ꢀ
Aꢀmandatoryꢀ$4-$5ꢀperꢀhourꢀincrease,ꢀappliedꢀtoꢀanꢀaverageꢀ$18.00ꢀperꢀhourꢀwageꢀbase,ꢀwouldꢀ
increaseꢀlaborꢀcostsꢀbyꢀbetweenꢀ22ꢀpercentꢀandꢀ28ꢀpercent.ꢀThisꢀwould,ꢀinꢀturn,ꢀraiseꢀtheꢀshareꢀofꢀ
salesꢀdevotedꢀtoꢀlaborꢀcostsꢀfromꢀtheꢀcurrentꢀaverageꢀofꢀ16ꢀpercentꢀupꢀtoꢀbetweenꢀ19ꢀpercentꢀandꢀ
20.5ꢀpercentꢀofꢀannualꢀsales.ꢀTheꢀup-to-4.5ꢀpercentꢀincreaseꢀwouldꢀbeꢀdoubleꢀtheꢀ2020ꢀprofitꢀ
marginꢀreportedꢀbyꢀtheꢀindustry,ꢀandꢀthreeꢀtimesꢀtheꢀhistoricalꢀmarginsꢀinꢀtheꢀgroceryꢀindustry.ꢀ


PotentialꢀImpactsꢀonꢀConsumers,ꢀWorkersꢀandꢀCommunitiesꢀ


Inꢀorderꢀtoꢀsurviveꢀsuchꢀanꢀincrease,ꢀgrocersꢀwouldꢀneedꢀtoꢀraiseꢀpricesꢀtoꢀconsumersꢀand/orꢀfindꢀ
substantialꢀoffsettingꢀcutsꢀtoꢀtheirꢀoperatingꢀexpenses.ꢀAsꢀanꢀillustrationꢀofꢀtheꢀpotentialꢀmagnitudeꢀofꢀ
eachꢀofꢀtheseꢀimpacts,ꢀweꢀconsideredꢀtwoꢀextremes:ꢀꢀ(1)ꢀallꢀofꢀtheꢀhigherꢀwageꢀcostsꢀareꢀpassedꢀ
throughꢀtoꢀconsumersꢀinꢀtheꢀformꢀofꢀhigherꢀretailꢀprices;ꢀandꢀ(2)ꢀpricesꢀareꢀnotꢀpassedꢀforwardꢀandꢀallꢀ
theꢀadditionalꢀcostsꢀareꢀoffsetꢀthroughꢀaꢀreductionꢀofꢀjobsꢀorꢀhoursꢀworked.ꢀ
ꢀ


 
7 Supra 3 
8 WhiteꢀPaper,ꢀ“GroceryꢀBenchmarksꢀReport”,ꢀNovemberꢀ5,ꢀ2019,ꢀBakerꢀTillyꢀVirchowꢀKrauseꢀLLP.ꢀ
9 Supra 3  
10 Thisꢀrecognizesꢀthatꢀnotꢀallꢀlaborꢀcostsꢀwouldꢀbeꢀaffectedꢀbyꢀtheꢀhazardꢀpayꢀproposal.ꢀGrocersꢀreportꢀthatꢀbothꢀin-storeꢀandꢀ
warehouseꢀstaffꢀwouldꢀreceiveꢀtheꢀincrease,ꢀasꢀwouldꢀsupervisorsꢀandꢀmanagers,ꢀalthoughꢀsomeꢀexecutiveꢀandꢀ
administrativeꢀstaffꢀmayꢀnot.ꢀInꢀaddition,ꢀcostsꢀforꢀhealthꢀcoverageꢀwouldꢀprobablyꢀnotꢀbeꢀaffected,ꢀatꢀleastꢀnotꢀimmediately,ꢀ
butꢀpayrollꢀtaxesꢀandꢀsomeꢀotherꢀbenefitꢀcostsꢀwouldꢀbe.ꢀ
ꢀ
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ꢀ
Higherꢀcostsꢀpassedꢀalongꢀtoꢀconsumersꢀ
ꢀ
Aggregateꢀimpacts.ꢀIfꢀaꢀ$5.00ꢀperꢀhourꢀwageꢀincreaseꢀwereꢀimposedꢀstatewideꢀandꢀallꢀofꢀtheꢀ
increaseꢀwereꢀpassedꢀalongꢀtoꢀcustomersꢀinꢀtheꢀformꢀofꢀhigherꢀproductꢀprices,ꢀCaliforniansꢀwouldꢀ
faceꢀaꢀriseꢀinꢀfoodꢀcostsꢀofꢀ$4.5ꢀbillionꢀannually.ꢀIfꢀimposedꢀlocally,ꢀtheꢀCityꢀofꢀLosꢀAngeles’sꢀ$5ꢀperꢀ
hourꢀproposalꢀwouldꢀraiseꢀcostsꢀtoꢀitsꢀresidentsꢀbyꢀ$450ꢀmillionꢀannually,ꢀandꢀtheꢀ$4.00ꢀperꢀhourꢀ
increaseꢀinꢀLongꢀBeachꢀwouldꢀraiseꢀgroceryꢀcostsꢀtoꢀitsꢀresidentsꢀbyꢀaboutꢀ$40ꢀmillionꢀannually.11ꢀꢀ
ꢀ
Impactꢀonꢀhouseholdꢀbudgets.ꢀTheꢀwageꢀincreaseꢀwouldꢀaddꢀaboutꢀ$400ꢀtoꢀtheꢀannualꢀcostꢀofꢀfoodꢀ
andꢀhousingꢀsuppliesꢀforꢀtheꢀtypicalꢀfamilyꢀofꢀfourꢀinꢀCalifornia.12ꢀWhileꢀsuchꢀanꢀincreaseꢀmayꢀbeꢀ
absorbableꢀinꢀhigherꢀincomeꢀhouseholds,ꢀitꢀwouldꢀhitꢀlow-ꢀandꢀmoderate-incomeꢀhouseholdsꢀ
especiallyꢀhard.ꢀTheꢀimpactꢀwouldꢀbeꢀparticularlyꢀharshꢀforꢀthoseꢀwhoꢀhaveꢀexperiencedꢀlossesꢀofꢀ
incomeꢀandꢀjobsꢀdueꢀtoꢀtheꢀpandemic,ꢀorꢀforꢀthoseꢀlivingꢀonꢀaꢀfixedꢀretirementꢀincomeꢀincludingꢀ
manyꢀseniors.ꢀForꢀtheseꢀhouseholds,ꢀtheꢀadditionalꢀgrocery-relatedꢀexpensesꢀwillꢀmakeꢀitꢀmuchꢀ
moreꢀdifficultꢀtoꢀcoverꢀcostsꢀforꢀotherꢀnecessitiesꢀsuchꢀasꢀrent,ꢀtransportation,ꢀutilities,ꢀandꢀ
healthcare.ꢀꢀ
ꢀ
AccordingꢀtoꢀtheꢀBLSꢀConsumerꢀExpenditureꢀSurvey,ꢀCaliforniaꢀhouseholdsꢀwithꢀannualꢀincomesꢀofꢀ
upꢀtoꢀ$45,000ꢀalreadyꢀspendꢀvirtuallyꢀallꢀofꢀtheirꢀincomeꢀonꢀnecessities,ꢀsuchꢀasꢀfood,ꢀhousing,ꢀ
healthcare,ꢀtransportationꢀandꢀclothing.13ꢀForꢀmanyꢀofꢀtheseꢀhouseholds,ꢀaꢀ$33ꢀperꢀmonthꢀincreaseꢀ
inꢀfoodꢀcostsꢀwouldꢀpushꢀthemꢀintoꢀaꢀdeficit.ꢀꢀ
ꢀ
TheseꢀincreasesꢀwouldꢀaddꢀtoꢀtheꢀsevereꢀeconomicꢀlossesꢀthatꢀmanyꢀCaliforniansꢀhaveꢀexperiencedꢀ
asꢀaꢀresultꢀofꢀgovernment-mandatedꢀshutdownsꢀinꢀresponseꢀtoꢀCOVID-19.ꢀAccordingꢀtoꢀaꢀrecentꢀ
surveyꢀbyꢀtheꢀPublicꢀPolicyꢀInstituteꢀofꢀCalifornia,ꢀ44ꢀpercentꢀofꢀhouseholdsꢀwithꢀincomesꢀunderꢀ
$20,000ꢀperꢀyearꢀandꢀ40ꢀpercentꢀwithꢀincomesꢀbetweenꢀ$20,000ꢀandꢀ$40,000ꢀhaveꢀreducedꢀmealsꢀorꢀ
cutꢀbackꢀonꢀfoodꢀtoꢀsaveꢀmoney.14ꢀClearly,ꢀimposingꢀaꢀ$4.5ꢀbillionꢀincreaseꢀinꢀgroceryꢀpricesꢀwouldꢀ
makeꢀmattersꢀworse,ꢀespeciallyꢀforꢀtheseꢀlower-incomeꢀCalifornians.ꢀ
ꢀ
Higherꢀcostsꢀareꢀoffsetꢀbyꢀjobꢀandꢀhours-workedꢀreductionsꢀ
ꢀ
Ifꢀgrocersꢀwereꢀnotꢀableꢀtoꢀpassꢀalongꢀtheꢀhigherꢀcostsꢀresultingꢀfromꢀtheꢀadditionalꢀ$5/hourꢀwageꢀ
requirement,ꢀtheyꢀwouldꢀbeꢀforcedꢀtoꢀcutꢀotherꢀcostsꢀtoꢀavoidꢀincurringꢀfinancialꢀlosses.15ꢀGivenꢀꢀ
ꢀ


 
11ꢀOurꢀestimatesꢀstartꢀwithꢀnationalꢀU.S.ꢀCensusꢀBureauꢀestimatesꢀfromꢀtheꢀAnnualꢀRetailꢀTradeꢀSurveyꢀforꢀ2018ꢀ(theꢀmostꢀ
currentꢀdataꢀavailable),ꢀwhichꢀindicatesꢀthatꢀnationwideꢀsalesꢀbyꢀgrocersꢀ(excludingꢀconvenienceꢀstores)ꢀwasꢀ$634ꢀbillionꢀ
inꢀ2018.ꢀWeꢀthenꢀapportionedꢀthisꢀnationalꢀdataꢀtoꢀCaliforniaꢀasꢀwellꢀasꢀtheꢀcitiesꢀofꢀLosꢀAngelesꢀandꢀLongꢀBeachꢀbasedꢀonꢀ
relativeꢀpopulationsꢀandꢀper-householdꢀexpenditureꢀdataꢀfromꢀtheꢀConsumerꢀExpenditureꢀSurvey.ꢀWeꢀthenꢀupdatedꢀtheꢀ
2018ꢀestimateꢀtoꢀ2021ꢀbasedꢀonꢀactualꢀincreasesꢀinꢀgrocery-relatedꢀspendingꢀbetweenꢀ2018ꢀandꢀ2020,ꢀasꢀreportedꢀbyꢀtheꢀ
U.S.ꢀDepartmentꢀofꢀCommerce,ꢀandꢀaꢀprojectionꢀofꢀmodestꢀgrowthꢀinꢀ2021.ꢀOurꢀestimateꢀisꢀconsistentꢀwithꢀtheꢀindustryꢀ
estimateꢀofꢀ$82.9ꢀbillionꢀforꢀ2019ꢀthatꢀwasꢀbyꢀIBISWorld,ꢀasꢀadjustedꢀforꢀindustryꢀgrowthꢀinꢀ2020ꢀandꢀ2021.ꢀ(Seeꢀ
IBISWORLDꢀIndustryꢀReport,ꢀSupermarketsꢀ&ꢀGroceryꢀStoresꢀinꢀCalifornia,ꢀTanviꢀKumar,ꢀFebruaryꢀ2019.)ꢀꢀꢀ
12ꢀCapitolꢀMatrixꢀConsultingꢀestimateꢀbasedꢀonꢀU.S.ꢀBureauꢀofꢀLaborꢀStatistics,ꢀConsumerꢀExpenditureꢀReport,ꢀ2019.ꢀ
https://***.bls.gov/opub/reports/consumer-expenditures/2019/home.htm
13ꢀU.S.ꢀBureauꢀofꢀLaborꢀStatistics,ꢀConsumerꢀExpenditureꢀSurvey,ꢀState-LevelꢀExpenditureꢀTablesꢀbyꢀIncome.ꢀ
***********.bls.gov/cex/csxresearchtables.htm#stateincome.
14ꢀ“CaliforniansꢀandꢀTheirꢀWell-Being”,ꢀaꢀsurveyꢀbyꢀtheꢀPublicꢀPolicyꢀInstituteꢀofꢀCalifornia.ꢀDecemberꢀ2020.ꢀ
***********.ppic.org/publication/ppic-statewide-survey-californians-and-their-economic-well-being-december-2020/
15ꢀCircumstancesꢀwhereꢀstoresꢀwouldꢀnotꢀbeꢀableꢀtoꢀpassꢀforwardꢀhighꢀcostsꢀincludeꢀcommunitiesꢀwhereꢀcustomersꢀareꢀ
financiallyꢀsqueezedꢀbyꢀpandemic-relatedꢀlossesꢀinꢀjobsꢀorꢀwages,ꢀorꢀwhereꢀtheꢀincreasedꢀisꢀimposedꢀlocallyꢀandꢀcustomersꢀ
areꢀableꢀtoꢀavoidꢀhigherꢀpricesꢀbyꢀshiftingꢀpurchasesꢀtoꢀcross-borderꢀstores.ꢀ
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ꢀ
thatꢀlaborꢀcostsꢀareꢀbyꢀfarꢀtheꢀlargestꢀcontrollableꢀexpenseꢀforꢀstores,ꢀitꢀisꢀhighlyꢀlikelyꢀthatꢀtheꢀꢀ
wageꢀmandatesꢀwillꢀtranslateꢀintoꢀfewerꢀstoreꢀhours,ꢀfewerꢀemployeeꢀhours,ꢀandꢀfewerꢀjobs.ꢀForꢀaꢀ
storeꢀwithꢀ50ꢀfull-timeꢀequivalentꢀemployees,ꢀitꢀwouldꢀtakeꢀaꢀreductionꢀofꢀ11ꢀemployeesꢀtoꢀoffsetꢀ
theꢀincreasedꢀwages,ꢀwhichꢀisꢀaboutꢀaꢀ22ꢀpercentꢀdecreaseꢀinꢀstaff/hours.ꢀ
ꢀ
Aggregateꢀimpacts.ꢀAsꢀanꢀillustration,ꢀifꢀtheꢀfullꢀCaliforniaꢀgroceryꢀindustryꢀwereꢀtoꢀrespondꢀtoꢀaꢀ
statewideꢀ$5.00ꢀwageꢀmandateꢀbyꢀreducingꢀitsꢀworkforce,ꢀweꢀestimateꢀthatꢀupꢀtoꢀ66,000ꢀindustryꢀ
jobsꢀwouldꢀbeꢀeliminated.ꢀThisꢀisꢀaboutꢀ22ꢀpercentꢀofꢀtheꢀ306,000ꢀworkersꢀinꢀtheꢀgroceryꢀindustryꢀinꢀ
theꢀsecondꢀquarterꢀofꢀ2020ꢀ(theꢀmostꢀrecentꢀquarterꢀforꢀwhichꢀweꢀhaveꢀdetailedꢀjobꢀtotals).16ꢀIfꢀtheꢀ
mandateꢀwereꢀimposedꢀlocallyꢀinꢀtheꢀCityꢀofꢀLosꢀAngeles,ꢀtheꢀimpactꢀwouldꢀbeꢀaboutꢀ7,000ꢀworkers,ꢀ
andꢀinꢀtheꢀCityꢀofꢀLongꢀBeachꢀ(atꢀ$4.00ꢀperꢀhour),ꢀtheꢀimpactꢀwouldꢀbeꢀaboutꢀ775ꢀjobs.ꢀStoresꢀcouldꢀ
alternativelyꢀavoidꢀjobꢀreductionsꢀbyꢀcuttingꢀhoursꢀworkedꢀbyꢀ22ꢀpercentꢀacross-the-board.ꢀꢀ
ꢀ
Underꢀtheseꢀcircumstances,ꢀsomeꢀworkersꢀreceivingꢀtheꢀwageꢀincreasesꢀwouldꢀbeꢀbetterꢀoff,ꢀbutꢀmanyꢀ
othersꢀwouldꢀbeꢀworseꢀoffꢀbecauseꢀofꢀreducedꢀhoursꢀorꢀlayoffs.ꢀCustomersꢀwouldꢀalsoꢀbeꢀworseꢀoffꢀ
becauseꢀofꢀreducedꢀstoreꢀhours,ꢀandꢀfewerꢀfoodꢀchoicesꢀandꢀservices.ꢀ
ꢀ
Withoutꢀanyꢀexternalꢀconstraintsꢀimposedꢀbyꢀtheꢀlocalꢀordinances,ꢀitꢀisꢀlikelyꢀsomeꢀcombinationꢀofꢀ
higherꢀpricesꢀandꢀjobꢀandꢀhourꢀreductionsꢀwouldꢀoccur.ꢀStoresꢀwithinꢀsomeꢀjurisdictionsꢀimposingꢀ
theꢀmandatoryꢀwageꢀincreaseꢀmightꢀbeꢀableꢀtoꢀraiseꢀretailꢀpricesꢀsufficientlyꢀtoꢀcoverꢀaꢀsignificantꢀ
portionꢀofꢀtheꢀmandatedꢀwageꢀincrease,ꢀtherebyꢀshiftingꢀtheꢀburdenꢀontoꢀcustomers.ꢀHowever,ꢀtheꢀ
degreeꢀtoꢀwhichꢀthisꢀwouldꢀoccurꢀwouldꢀvaryꢀfromꢀjurisdictionꢀtoꢀjurisdiction,ꢀdependingꢀonꢀtheꢀ
price-sensitivityꢀofꢀtheirꢀcustomersꢀandꢀ(ifꢀtheꢀmandateꢀisꢀimposedꢀlocally)ꢀtheꢀavailabilityꢀofꢀ
shoppingꢀalternativesꢀinꢀneighboringꢀcommunitiesꢀthatꢀhaveꢀnotꢀimposedꢀtheꢀwageꢀmandate.ꢀ
ꢀ
Ofꢀcourse,ꢀifꢀtheꢀlocalꢀordinancesꢀcontainꢀprovisionsꢀprohibitingꢀstoresꢀfromꢀcuttingꢀhours,ꢀthenꢀ
storesꢀwouldꢀbeꢀforcedꢀtoꢀpassꢀcostsꢀonꢀtoꢀconsumersꢀinꢀtheꢀformꢀofꢀhigherꢀprices,ꢀorꢀtoꢀcloseꢀstoresꢀ
inꢀthoseꢀjurisdictions.ꢀꢀ
ꢀ
Someꢀcommunitiesꢀwouldꢀbecomeꢀfoodꢀdesertsꢀ
 
Manyꢀofꢀtheꢀup-toꢀoneꢀthirdꢀofꢀstoresꢀalreadyꢀincurringꢀlossesꢀmayꢀfindꢀitꢀimpossibleꢀtoꢀraiseꢀpricesꢀorꢀ
achieveꢀsavingsꢀthatꢀareꢀsufficientꢀtoꢀoffsetꢀtheꢀhigherꢀwageꢀcosts.ꢀForꢀtheseꢀstores,ꢀtheꢀonlyꢀoptionꢀ
wouldꢀbeꢀstoreꢀclosure.ꢀIndeed,ꢀaꢀconsistentꢀthemeꢀofꢀfeedbackꢀweꢀreceivedꢀfromꢀCaliforniaꢀgrocerꢀ
representativesꢀisꢀthatꢀitꢀwouldꢀbeꢀextremelyꢀdifficult,ꢀifꢀnotꢀimpossible,ꢀtoꢀjustifyꢀcontinuedꢀoperationꢀ
ofꢀaꢀsignificantꢀportionꢀofꢀtheirꢀstoresꢀfollowingꢀaꢀgovernment-mandatedꢀ28-percentꢀincreaseꢀinꢀ
wages.ꢀThisꢀwouldꢀleaveꢀsomeꢀcommunitiesꢀwithꢀfewerꢀfreshꢀfoodꢀoptions.ꢀ
ꢀ
AccordingꢀtoꢀtheꢀPropelꢀLA:ꢀ“TheꢀUnitedꢀStatesꢀDepartmentꢀofꢀAgricultureꢀ(USDA)ꢀdefinesꢀaꢀfoodꢀ
desertꢀasꢀ‘aꢀlow-incomeꢀcensusꢀtractꢀwhereꢀeitherꢀaꢀsubstantialꢀnumberꢀorꢀshareꢀofꢀresidentsꢀhasꢀ
lowꢀaccessꢀtoꢀaꢀsupermarketꢀorꢀlargeꢀgroceryꢀstore.’ꢀThereꢀareꢀaꢀlargeꢀnumberꢀofꢀcensusꢀtractsꢀinꢀLosꢀ
AngelesꢀCounty,ꢀincludingꢀAntelopeꢀValleyꢀandꢀSanꢀFernandoꢀValley,ꢀthatꢀareꢀconsideredꢀtoꢀbeꢀfoodꢀ
deserts.ꢀTheꢀpopulationꢀofꢀfoodꢀdesertsꢀisꢀpredominantlyꢀHispanicꢀorꢀLatino,ꢀfollowedꢀbyꢀBlackꢀandꢀ
White,ꢀrespectively.”17ꢀTheꢀmapꢀalsoꢀshowsꢀseveralꢀfoodꢀdesertsꢀinꢀandꢀaroundꢀtheꢀCityꢀofꢀLongꢀꢀ
Beach.ꢀTheꢀhazardꢀpayꢀproposalꢀwouldꢀexacerbateꢀthisꢀproblem.ꢀ


 
16ꢀEmploymentꢀDevelopmentꢀDepartment.ꢀLaborꢀMarketꢀInformationꢀDivision.ꢀQuarterlyꢀCensusꢀofꢀEmploymentꢀandꢀWages.ꢀ
***********.labormarketinfo.edd.ca.gov/qcew/cew-select.asp
17ꢀ“FoodꢀdesertsꢀinꢀLA,ꢀanꢀInteractiveꢀMap.”ꢀPropelꢀLA,ꢀhttps://www.propel.la/portfolio-item/food-deserts-in-los-angeles-
county/ꢀ







Consumer and Community Impacts of Hazard Pay Mandates 


11 


 


 


ꢀ
Closingꢀevenꢀoneꢀsupermarketꢀinꢀmanyꢀneighborhoodsꢀwouldꢀresultꢀinꢀresidentsꢀhavingꢀtoꢀcommuteꢀ
significantlyꢀfartherꢀtoꢀfindꢀfreshꢀandꢀhealthyꢀfoodꢀatꢀreasonableꢀprices.ꢀTulaneꢀUniversityꢀstudiedꢀ
theꢀimpactꢀofꢀfoodꢀdesertsꢀandꢀconcludedꢀthatꢀwhileꢀtheꢀmajorityꢀofꢀitemsꢀatꢀsmallerꢀstoresꢀareꢀ
pricedꢀhigherꢀthanꢀatꢀsupermarkets,ꢀpriceꢀisꢀaꢀconsiderationꢀinꢀdecidingꢀwhereꢀtoꢀpurchaseꢀstapleꢀ
foods,ꢀandꢀtransportationꢀfromꢀaꢀfoodꢀdesertꢀtoꢀaꢀsupermarketꢀrangesꢀfromꢀ$5ꢀtoꢀ$7ꢀperꢀtrip.18ꢀ
ꢀ
Thus,ꢀmandatingꢀhazardꢀpayꢀwouldꢀlikelyꢀimposeꢀsignificantꢀhardshipsꢀonꢀsomeꢀcommunities,ꢀ
especiallyꢀinꢀlower-incomeꢀareas.ꢀTheꢀlossꢀofꢀaꢀgroceryꢀstoreꢀmeansꢀbothꢀfewerꢀjobsꢀforꢀmembersꢀofꢀ
theꢀcommunityꢀandꢀhigherꢀcostsꢀforꢀallꢀresidentsꢀinꢀtheꢀcommunity,ꢀwhoꢀmustꢀpayꢀhigherꢀlocalꢀpricesꢀ
orꢀincurꢀadditionalꢀtimeꢀandꢀexpenseꢀtoꢀshop.ꢀ


Conclusionꢀ


HazardꢀpayꢀinitiativesꢀlikeꢀthoseꢀpassedꢀinꢀtheꢀCityꢀofꢀLongꢀBeach,ꢀandꢀproposedꢀinꢀtheꢀCityꢀofꢀLosꢀ
Angelesꢀandꢀinꢀotherꢀlocalꢀjurisdictions,ꢀwouldꢀhaveꢀfar-reachingꢀandꢀnegativeꢀconsequencesꢀforꢀ
businesses,ꢀemployeesꢀandꢀcustomersꢀofꢀgroceryꢀstoresꢀinꢀtheꢀjurisdictionsꢀwhereꢀlevied.ꢀTheyꢀ
wouldꢀimposeꢀanꢀup-to-28ꢀpercentꢀincreaseꢀinꢀlaborꢀcostsꢀonꢀanꢀindustryꢀthatꢀisꢀlabor-intensiveꢀandꢀ
operatesꢀonꢀveryꢀthinꢀprofitꢀmargins.ꢀTheꢀincreasesꢀwouldꢀbeꢀmoreꢀthanꢀdoubleꢀtheꢀaverageꢀprofitꢀ
marginsꢀforꢀtheꢀgroceryꢀindustryꢀinꢀ2020,ꢀandꢀtripleꢀtheꢀmarginsꢀoccurringꢀinꢀnormalꢀyears,ꢀandꢀthusꢀ
wouldꢀinevitablyꢀresultꢀinꢀeitherꢀretailꢀpriceꢀincreasesꢀorꢀmajorꢀemploymentꢀcutbacksꢀbyꢀgroceryꢀ
stores,ꢀorꢀaꢀcombinationꢀofꢀboth.ꢀIfꢀtheꢀincreasedꢀcostsꢀwereꢀpassedꢀforwardꢀtoꢀconsumers,ꢀaꢀtypicalꢀ
familyꢀofꢀfourꢀinꢀCaliforniaꢀwouldꢀfaceꢀincreasedꢀfoodꢀcostsꢀofꢀ$400ꢀperꢀyear.ꢀThisꢀwouldꢀintensifyꢀ
financialꢀpressuresꢀalreadyꢀbeingꢀfeltꢀbyꢀmillionsꢀofꢀlow-ꢀandꢀmoderate-incomeꢀfamilies,ꢀmanyꢀofꢀ
whomꢀareꢀalreadyꢀcuttingꢀbackꢀonꢀbasicꢀnecessitiesꢀlikeꢀfoodꢀdueꢀtoꢀCOVID-19-relatedꢀlossesꢀinꢀjobsꢀ
andꢀincome.ꢀEstablishmentsꢀnotꢀableꢀtoꢀrecoupꢀtheꢀcostsꢀbyꢀraisingꢀpricesꢀwouldꢀbeꢀforcedꢀtoꢀreduceꢀ
storeꢀhoursꢀandꢀassociatedꢀjobsꢀandꢀhoursꢀworkedꢀbyꢀemployees.ꢀForꢀaꢀsignificantꢀnumberꢀofꢀstoresꢀ
thatꢀareꢀalreadyꢀstruggling,ꢀtheꢀonlyꢀoptionꢀmayꢀbeꢀtoꢀshutterꢀtheꢀstore.ꢀThisꢀwouldꢀbeꢀaꢀ“lose-lose”ꢀ
forꢀtheꢀcommunity.ꢀItꢀwouldꢀmeanꢀfewerꢀjobsꢀwithꢀbenefits,ꢀlessꢀlocalꢀaccessꢀtoꢀreasonably-pricedꢀ
food,ꢀandꢀmoreꢀtimeꢀandꢀexpenseꢀspentꢀbyꢀcustomersꢀthatꢀwouldꢀhaveꢀtoꢀtravelꢀgreaterꢀdistanceꢀtoꢀ
findꢀgroceryꢀshoppingꢀalternatives.ꢀ
ꢀ
ꢀ
ꢀ
ꢀ
ꢀ
ꢀ
ꢀ


ꢀ


 
18ꢀ“FoodꢀDesertsꢀinꢀAmericaꢀ(Infographic),”ꢀTulaneꢀUniversity,ꢀSchoolꢀofꢀSocialꢀWork,ꢀMayꢀ10,ꢀ2018.ꢀ
********socialwork.tulane.edu/blog/food-deserts-in-america
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March 2, 2021 
 
The Honorable Marilyn Ezzy Ashcraft 
Mayor, City of Alameda 
2263 Santa Clara Avenue 
Alameda, CA 94501 
 
RE: Grocery Worker Pay 
 
Dear Mayor Ashcraft, 
 
On behalf of Alameda grocers, I write to ask the Council to not move forward with the proposed grocery worker premium 
pay ordinance given the numerous negative consequences to grocery workers, neighborhoods and the grocery industry. 
Based on the consequences experienced in other jurisdictions with similar ordinances, we must oppose the ordinance for 
both policy and legal reasons. 
 
We agree that grocery workers serve a vital and essential role during the pandemic. They have worked tirelessly to keep 
stores open for consumers, allowing our communities to have uninterrupted access to food and medications. To protect 
our employees, grocery stores were among the first to implement numerous safety protocols, including providing PPE and 
masks, performing wellness checks, enhancing sanitation and cleaning, limiting store capacity, and instituting social 
distance requirements, among other actions. 
 
On top of increased safety measures, grocery employees have also received unprecedented amounts of supplemental 
paid leave to care for themselves and their families in addition to already existing leave benefits. Grocers have also 
provided employees additional pay and benefits throughout the pandemic in various forms, including hourly and bonus 
pay averaging an extra $2 to $3 along with significant discounts and complimentary groceries. All of these safety efforts 
and additional benefits clearly demonstrate grocers’ dedication and appreciation for their employees. Most importantly 
the industry has been fierce advocates for grocery workers to be prioritized for vaccinations. This is evident now that 
Riverside County is now considering grocery workers a priority and they are currently receiving the vaccine.       
 
Unfortunately, the Grocery Worker Premium Pay ordinance would mandate grocery stores provide additional pay beyond 
what is economically feasible, which would severely impact store viability and result in increased prices for groceries, 
limited operating hours, reduced hours for workers, fewer workers per store, and most concerning, possible store 
closures. These negative impacts from the ordinance would be felt most acutely by independent grocers, ethnic format 
stores, and stores serving low-income neighborhoods. The Cities of Long Beach and Seattle, who have passed a similar 
ordinance, have already suffered the permanent loss of several full-service grocery stores as direct result. 
 
We request the City of Alameda perform an economic impact report to understand the true impacts of this policy. If you 
choose not to understand specific impacts for Alameda, then we refer you to the economic impact report from the City of 
Los Angeles Legislative Analyst Office. This report makes it clear that the impact of this policy will severely impact workers, 
consumers, and grocery stores.  
 
In its own words the Los Angeles City Legislative Analyst clearly states that grocery “companies would be required to take 
action to reduce costs or increase revenue as the labor increase will eliminate all current profit margin.” The report 
recognizes that “affected companies could raise prices to counteract the additional wage cost.” This type of ordinance 
would put “more pressure on struggling stores (especially independent grocers) which could lead to store closures” and 
that “the closure of stores could lead to an increase in ‘food deserts’ that lack access to fresh groceries.” These are all 
scenarios we know everyone in the city wants to avoid, especially during a pandemic. This is why we are asking the 
Council to not move forward with this policy and, instead, focus on making sure all grocery workers are provided the 
vaccine. 
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Specific to ordinance language, there are numerous policy and legal issues which unnecessarily single out the grocery 
industry and create significant burdens. The ordinance fails to recognize the current efforts grocers are making to support 
their employees and requires grocers add significant costs on to existing employee benefit programs. 
 
Furthermore, passing this ordinance improperly inserts the city into employee-employer contractual relationships. The 
ordinance also ignores other essential workers, including city employees, that have similar interaction with the public. 
Taken in whole, this ordinance is clearly intended to impact only specific stores within a single industry and fails to 
recognize the contributions of all essential workers. Based on language specifics, this ordinance misses a genuine effort to 
promote the health, safety and welfare of the public. 
 
Emergency passage of the ordinance also ignores any reasonable effort for compliance by impacted stores, as several 
grocery stores will be operating at the time of passage. By implementing the ordinance immediately there is literally no 
time to communicate to employees, post notices, adjust payroll processes, and other necessary steps as required by 
California law. Coupled with the varied enforcement mechanisms and significant remedies outlined, the passage of this 
ordinance would put stores into immediate jeopardy. This scenario is yet another negative consequence resulting from 
the lack of outreach to grocers and the grocery industry to understand real world impacts. 
 
Grocery workers have demonstrated exemplary effort to keep grocery stores open for Alameda. This why the grocery 
industry has provided significant safety measures and historic levels of benefits that include additional pay and bonuses. It 
is also why vaccinating grocery workers has been our first priority. Unfortunately, this ordinance is a significant overreach 
of policy and jurisdictional control. This will result in negative consequences for workers and consumers that will only be 
compounded by the pandemic. 
 
We respectfully implore the Council to not move forward with the grocery worker pay ordinance at this time. We 
encourage you to recognize and understand the impacts of this ordinance on workers and the community by accepting 
our invitation to work cooperatively with Alameda grocers. If Council must bring the ordinance forward for a vote at this 
time we ask you to oppose its passage. CGA is submitting additional information from our legal counsel for your 
consideration. 
 
Thank you for your consideration and we look forward to being able to combat the pandemic in partnership with the City 
of Alameda. 
 
Sincerely, 
 
 
Timothy James 
California Grocers Association 
 
CC:  Members, Alameda City Council 

City Clerk, City of Alameda 
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ꢀ

ExecutiveꢀSummaryꢀ

Hazard-payꢀmandatesꢀpassedꢀinꢀtheꢀCityꢀofꢀLongꢀBeachꢀandꢀunderꢀconsiderationꢀinꢀtheꢀCityꢀofꢀLosꢀ
Angelesꢀandꢀinꢀotherꢀlocalꢀjurisdictionsꢀwouldꢀraiseꢀpayꢀforꢀgroceryꢀworkersꢀbyꢀasꢀmuchꢀasꢀ$5.00ꢀperꢀ
hour.ꢀꢀSinceꢀtheꢀaverageꢀpayꢀforꢀgroceryꢀworkersꢀinꢀCaliforniaꢀisꢀcurrentlyꢀaboutꢀ$18.00ꢀperꢀhour,ꢀaꢀ
$5.00ꢀincreaseꢀwouldꢀraiseꢀstoreꢀlaborꢀcostsꢀbyꢀ28ꢀpercent,ꢀandꢀhaveꢀmajorꢀnegativeꢀimpactsꢀonꢀ
groceryꢀstores,ꢀtheirꢀemployeesꢀandꢀtheirꢀcustomers.ꢀSpecifically:ꢀꢀ

• Averageꢀprofitꢀmarginsꢀinꢀtheꢀgroceryꢀindustryꢀwereꢀ1.4%ꢀinꢀ2019,ꢀwithꢀaꢀsignificantꢀnumberꢀ
ofꢀstoresꢀoperatingꢀwithꢀnetꢀlosses.ꢀWhileꢀprofitsꢀincreasedꢀtemporarilyꢀtoꢀ2.2%ꢀduringꢀearlyꢀ
toꢀmidꢀ2020,ꢀquarterlyꢀdataꢀindicatesꢀthatꢀprofitꢀmarginsꢀwereꢀsubsidingꢀtoꢀhistoricalꢀlevelsꢀasꢀ
2020ꢀdrewꢀtoꢀaꢀclose.ꢀꢀ

• Wage-relatedꢀlaborꢀexpensesꢀaccountꢀforꢀaboutꢀ16ꢀpercentꢀofꢀtotalꢀsalesꢀinꢀtheꢀgroceryꢀ
industry.ꢀAsꢀaꢀresult,ꢀaꢀ28ꢀpercentꢀincreaseꢀinꢀwagesꢀwouldꢀboostꢀoverallꢀcostsꢀ4.5ꢀpercentꢀ
underꢀtheꢀCityꢀofꢀLosꢀAngelesꢀproposalꢀofꢀ$5.00ꢀperꢀhour.ꢀThisꢀincreaseꢀwouldꢀbeꢀtwiceꢀtheꢀsizeꢀ
ofꢀtheꢀ2020ꢀindustryꢀprofitꢀmarginꢀandꢀthreeꢀtimesꢀhistoricalꢀgroceryꢀprofitꢀmargins.ꢀ

• Inꢀorderꢀtoꢀsurviveꢀsuchꢀanꢀincrease,ꢀgrocersꢀwouldꢀneedꢀtoꢀraiseꢀpricesꢀtoꢀconsumersꢀand/orꢀ
findꢀsubstantialꢀoffsettingꢀcutsꢀtoꢀtheirꢀcontrollableꢀoperatingꢀexpenses,ꢀwhichꢀwouldꢀmeanꢀ
workforceꢀreductions.ꢀAsꢀanꢀillustrationꢀofꢀtheꢀpotentialꢀmagnitudeꢀofꢀeachꢀofꢀtheseꢀimpacts,ꢀ
weꢀconsideredꢀtwoꢀextremes:ꢀꢀ

1) Allꢀofꢀtheꢀhigherꢀwageꢀcostsꢀ(assumingꢀtheꢀ$5.00/hourꢀproposal)ꢀareꢀpassedꢀthroughꢀtoꢀ
consumersꢀinꢀtheꢀformꢀofꢀhigherꢀretailꢀprices:ꢀ

• Thisꢀwouldꢀresultꢀinꢀaꢀ$400ꢀperꢀyearꢀincreaseꢀinꢀgroceryꢀcostsꢀforꢀaꢀtypicalꢀfamilyꢀofꢀ
four,ꢀanꢀincreaseꢀofꢀ4.5ꢀpercent.ꢀꢀ

• IfꢀimplementedꢀinꢀtheꢀCityꢀofꢀLosꢀAngeles,ꢀitsꢀresidentsꢀwouldꢀpayꢀ$450ꢀmillionꢀmoreꢀ
forꢀgroceriesꢀoverꢀaꢀyear.ꢀ

• Theꢀincreaseꢀwouldꢀhitꢀlow-ꢀandꢀmoderate-incomeꢀfamiliesꢀhard,ꢀparticularlyꢀthoseꢀ
strugglingꢀwithꢀjobꢀlossesꢀandꢀincomeꢀreductionsꢀdueꢀtoꢀCOVID-19.ꢀ

• Ifꢀimplementedꢀstatewide,ꢀadditionalꢀgroceryꢀcostsꢀwouldꢀbeꢀ$4.5ꢀbillionꢀperꢀyearꢀinꢀ
California.ꢀ

2) Retailꢀpricesꢀtoꢀconsumersꢀareꢀnotꢀraisedꢀandꢀallꢀtheꢀadditionalꢀcostsꢀareꢀoffsetꢀthroughꢀaꢀ
reductionꢀinꢀstoreꢀexpenses:ꢀ

• Givenꢀthatꢀlaborꢀcostsꢀareꢀbyꢀfarꢀtheꢀlargestꢀcontrollableꢀexpenseꢀforꢀstores,ꢀitꢀisꢀ
highlyꢀlikelyꢀthatꢀtheꢀwageꢀmandatesꢀwillꢀtranslateꢀintoꢀfewerꢀstoreꢀhours,ꢀfewerꢀ
employeeꢀhours,ꢀandꢀfewerꢀjobs.ꢀ

Ø Forꢀaꢀstoreꢀwithꢀ50ꢀfull-timeꢀequivalentꢀemployees,ꢀitꢀwouldꢀtakeꢀaꢀreductionꢀofꢀ
11ꢀemployeesꢀtoꢀoffsetꢀtheꢀincreasedꢀwageꢀcosts,ꢀorꢀaꢀ22%ꢀdecreaseꢀinꢀstaff.ꢀ

Ø Ifꢀtheꢀmandateꢀwereꢀimposedꢀstatewideꢀatꢀ$5.00ꢀperꢀhour,ꢀtheꢀjobꢀlossꢀwouldꢀbeꢀ
66,000ꢀworkers.ꢀꢀ
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Ø IfꢀimposedꢀinꢀtheꢀCityꢀofꢀLosꢀAngeles,ꢀtheꢀjobꢀlossꢀwouldꢀbeꢀ7,000ꢀworkers.ꢀꢀ

Ø AndꢀinꢀtheꢀCityꢀofꢀLongꢀBeach,ꢀtheꢀjobꢀimpactꢀofꢀitsꢀ$4.00ꢀperꢀhourꢀmandateꢀ
wouldꢀbeꢀ775ꢀjobs.ꢀ

Ø Storesꢀcouldꢀalternativelyꢀavoidꢀjobꢀreductionsꢀbyꢀcuttingꢀhoursꢀworkedꢀbyꢀ22ꢀ
percent.ꢀ

• Forꢀ theꢀ significantꢀ shareꢀ ofꢀ storesꢀ alreadyꢀ operatingꢀ withꢀ netꢀ losses,ꢀ aꢀ massiveꢀ
government-mandatedꢀ wageꢀ increaseꢀ wouldꢀ likelyꢀ resultꢀ inꢀ storeꢀ closures,ꢀ therebyꢀ
expandingꢀtheꢀnumberꢀofꢀ“foodꢀdeserts”ꢀ(i.e.ꢀcommunitiesꢀwithꢀnoꢀfresh-foodꢀoptions).ꢀꢀ
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Introduction 

TheꢀLongꢀBeachꢀCityꢀCouncilꢀhasꢀpassedꢀanꢀordinanceꢀthatꢀmandatesꢀgrocersꢀtoꢀprovideꢀaꢀ$4.00ꢀperꢀ
hourꢀpayꢀincreaseꢀ–ꢀ“hazardꢀpay”ꢀ–ꢀtoꢀgroceryꢀworkers.ꢀTheꢀmandateꢀexpiresꢀinꢀ120ꢀdays.ꢀTwoꢀ
membersꢀofꢀtheꢀLosꢀAngelesꢀCityꢀhaveꢀintroducedꢀaꢀsimilarꢀmeasureꢀforꢀaꢀ$5.00ꢀperꢀhourꢀincreaseꢀ
forꢀcompaniesꢀthatꢀemployꢀmoreꢀthanꢀ300ꢀworkersꢀnationwide.ꢀGroceryꢀworkersꢀinꢀCaliforniaꢀ
currentlyꢀearnꢀaboutꢀ$18.00ꢀperꢀhour.1ꢀTherefore,ꢀtheꢀLosꢀAngelesꢀproposalꢀwouldꢀincreaseꢀaverageꢀ
hourlyꢀpayꢀtoꢀ$23.00ꢀperꢀhour,ꢀanꢀincreaseꢀofꢀ28ꢀpercent.ꢀSeveralꢀotherꢀcitiesꢀinꢀCaliforniaꢀhaveꢀ
discussedꢀ$5.00/hourꢀproposalsꢀsimilarꢀtoꢀLosꢀAngeles.ꢀ
ꢀ
Thisꢀreportꢀfocusesꢀonꢀtheꢀimpactꢀofꢀhazardꢀpayꢀmandatesꢀonꢀgroceryꢀstoreꢀprofitabilityꢀandꢀonꢀtheꢀ
sustainabilityꢀofꢀanꢀindustryꢀwithꢀtraditionallyꢀlowꢀprofitꢀmargins.ꢀItꢀalsoꢀassessesꢀtheꢀpotentialꢀ
impactꢀofꢀtheꢀproposedꢀwageꢀincreasesꢀonꢀconsumers,ꢀespeciallyꢀlower-incomeꢀconsumersꢀ(aꢀcohortꢀ
alreadyꢀhitꢀhardꢀbyꢀtheꢀCOVIDꢀlockdownsꢀandꢀbusinessꢀclosures).ꢀ

Backgroundꢀ—ꢀGroceryꢀisꢀaꢀLow-Margin,ꢀHigh-LaborꢀCostꢀBusinessꢀ

Theꢀgroceryꢀbusinessꢀisꢀaꢀhigh-volume,ꢀlow-marginꢀindustry.ꢀAccordingꢀtoꢀanꢀannualꢀdatabaseꢀofꢀ
publicꢀcompaniesꢀmaintainedꢀbyꢀProfessorꢀDamodaranꢀofꢀNewꢀYorkꢀUniversityꢀ(NYU),2ꢀnetꢀprofitꢀ
marginsꢀasꢀaꢀpercentꢀofꢀsalesꢀinꢀtheꢀgroceryꢀindustryꢀareꢀamongꢀtheꢀlowestꢀofꢀanyꢀmajorꢀsectorꢀofꢀtheꢀ
economy.ꢀEarningsꢀBeforeꢀInterest,ꢀTaxes,ꢀDepreciation,ꢀandꢀAmortizationꢀ(EBITDA)ꢀaveragedꢀ4.6ꢀ
percentꢀofꢀsalesꢀinꢀ2019,ꢀandꢀtheꢀnetꢀprofitꢀmarginꢀ(whichꢀaccountsꢀforꢀotherꢀunavoidableꢀexpensesꢀ
suchꢀasꢀrentꢀandꢀdepreciation)ꢀwasꢀjustꢀ1.4ꢀpercentꢀduringꢀtheꢀyear.ꢀThisꢀcomparesꢀtoꢀtheꢀnon-
financial,ꢀeconomy-wideꢀaverageꢀofꢀ16.6ꢀpercentꢀforꢀEBITDAꢀandꢀ6.4ꢀpercentꢀforꢀtheꢀnetꢀprofitꢀ
margin.ꢀTheꢀNYUꢀestimateꢀforꢀpublicꢀcompaniesꢀinꢀtheꢀgroceryꢀindustryꢀisꢀsimilarꢀtoꢀtheꢀ1.1ꢀpercentꢀ
marginꢀreportedꢀbyꢀtheꢀIndependentꢀGrocersꢀAssociationꢀforꢀtheꢀsameꢀyear.3ꢀ
ꢀ
COVID-19ꢀtemporarilyꢀboostedꢀprofitsꢀꢀ
ꢀ
InꢀtheꢀbeginningꢀofꢀtheꢀCOVID-19ꢀpandemic,ꢀsalesꢀandꢀprofitꢀmarginsꢀspikedꢀasꢀpeopleꢀstockedꢀupꢀonꢀ
householdꢀitemsꢀandꢀshiftedꢀspendingꢀfromꢀeatingꢀestablishmentsꢀtoꢀfoodꢀatꢀhome.ꢀAccordingꢀtoꢀdataꢀ
compiledꢀbyꢀNYU,ꢀnetꢀprofitꢀmarginsꢀinꢀtheꢀgroceryꢀindustryꢀincreasedꢀtoꢀ2.2ꢀpercentꢀinꢀearlyꢀtoꢀmidꢀ
2020.4ꢀAlthoughꢀrepresentingꢀaꢀsubstantialꢀyear-to-yearꢀincreaseꢀinꢀprofits,ꢀtheꢀ2.2ꢀpercentꢀmarginꢀ
remainsꢀquiteꢀsmallꢀrelativeꢀtoꢀmostꢀotherꢀindustries.ꢀThisꢀimpliesꢀthatꢀevenꢀwithꢀtheꢀhistoricallyꢀhighꢀ
ratesꢀofꢀprofitsꢀinꢀ2020,ꢀthereꢀisꢀlittleꢀfinancialꢀroomꢀtoꢀabsorbꢀaꢀmajorꢀwageꢀincrease.ꢀ
ꢀ

 
1 $18.00ꢀperꢀhourꢀisꢀconsistentꢀwithꢀtheꢀresponsesꢀweꢀreceivedꢀtoꢀourꢀinformalꢀsurvey.ꢀItꢀisꢀalsoꢀconsistentꢀwithꢀpublishedꢀ
contractꢀagreementsꢀweꢀreviewed.ꢀSee,ꢀforꢀexample,ꢀtheꢀ“RetailꢀFood,ꢀMeat,ꢀBakery,ꢀCandyꢀandꢀGeneralꢀMerchandiseꢀ
Agreement,ꢀMarchꢀ4,ꢀ2019ꢀ-ꢀMarchꢀ6,ꢀ2022ꢀbetweenꢀUFCWꢀUnionꢀLocalsꢀ135,ꢀ324,ꢀ770,1167,1428,1442ꢀ&ꢀ8ꢀ-ꢀGSꢀandꢀRalphsꢀ
GroceryꢀCompany.”ꢀInꢀthisꢀcontract,ꢀhourlyꢀpayꢀratesꢀstartingꢀMarchꢀ2,ꢀ2021ꢀforꢀfoodꢀclerksꢀrangeꢀfromꢀ$14.40ꢀperꢀhourꢀ(forꢀ
firstꢀ1,000ꢀhours)ꢀupꢀtoꢀ$22.00ꢀperꢀhourꢀ(forꢀworkersꢀwithꢀmoreꢀthanꢀ9,800ꢀhours),ꢀTheꢀdepartmentꢀheadꢀisꢀpaidꢀ$23.00ꢀperꢀ
hour.ꢀMeatꢀcutterꢀpayꢀratesꢀrangeꢀfromꢀ$14.20ꢀ(forꢀtheꢀfirstꢀsixꢀmonths)ꢀtoꢀ$23.28ꢀperꢀhourꢀ(forꢀthoseꢀwithꢀmoreꢀthanꢀ2ꢀyearsꢀ
onꢀtheꢀjob).ꢀTheꢀdepartmentꢀmanagerꢀisꢀpaidꢀ$24.78ꢀperꢀhour.ꢀhttps://ufcw770.org/wp-content/uploads/2020/08/Ralphs-
Contract-2020.pdfꢀ
2 Source:ꢀProfessorꢀAswathꢀDamodaran,ꢀSternꢀSchoolꢀofꢀBusiness,ꢀNewꢀYorkꢀUniversity.ꢀ
*******pages.stern.nyu.edu/~adamodar/ 
3 Source:ꢀ“2020ꢀIndependentꢀGrocerꢀFinancialꢀSurvey.”ꢀSponsoredꢀbyꢀtheꢀNationalꢀGrocer’sꢀAssociationꢀandꢀFMSꢀSolutionsꢀ
Holding,ꢀLLCꢀ
4 Supraꢀ2.ꢀ



Consumer and Community Impacts of Hazard Pay Mandates 

7 

 

 

ꢀ
Butꢀtheꢀincreasesꢀareꢀsubsidingꢀꢀ
ꢀ
Moreover,ꢀquarterlyꢀdataꢀindicatesꢀthatꢀtheꢀsalesꢀandꢀprofitꢀincreasesꢀexperiencedꢀinꢀearlyꢀ2020ꢀ
wereꢀtransitoryꢀandꢀwereꢀsettlingꢀbackꢀtowardꢀpre-COVIDꢀtrendsꢀasꢀ2020ꢀdrewꢀtoꢀaꢀclose.ꢀThisꢀ
quarterlyꢀtrendꢀisꢀevidentꢀinꢀquarterlyꢀfinancialꢀreportsꢀfiledꢀbyꢀCalifornia’sꢀtwoꢀlargestꢀpubliclyꢀ
tradedꢀcompaniesꢀinꢀtheꢀgroceryꢀbusiness:ꢀTheꢀKrogerꢀCompanyꢀ(whichꢀincludesꢀRalphs,ꢀFoodꢀforꢀ
Less,ꢀandꢀFredꢀMeyers,ꢀamongꢀothers)ꢀandꢀAlbertsonsꢀ(whichꢀincludesꢀSafeway,ꢀAlbertsons,ꢀandꢀ
Vons,ꢀamongꢀothers).ꢀFigureꢀ1ꢀshowsꢀthatꢀtheꢀaverageꢀprofitꢀmarginꢀforꢀtheseꢀtwoꢀcompaniesꢀwasꢀ
3.6ꢀpercentꢀofꢀsalesꢀinꢀtheꢀSpringꢀofꢀ2020,ꢀdecliningꢀtoꢀ1.9ꢀpercentꢀbyꢀtheꢀfourthꢀquarterꢀofꢀtheꢀyear.5ꢀ
Monthlyꢀsalesꢀdataꢀcontainedꢀinꢀtheꢀ2020ꢀIndependentꢀGrocer’sꢀFinancialꢀSurveyꢀshowedꢀaꢀsimilarꢀ
pattern,ꢀwithꢀyear-over-yearꢀsalesꢀpeakingꢀatꢀ68ꢀpercentꢀinꢀmid-Marchꢀ2020,ꢀbutꢀthenꢀsubsidingꢀtoꢀ
12ꢀpercentꢀasꢀofꢀtheꢀfirstꢀthreeꢀweeksꢀofꢀJuneꢀ(theꢀlatestꢀperiodꢀcoveredꢀbyꢀtheꢀsurvey).6ꢀꢀ

ꢀ
Figureꢀ1ꢀ
CombinedꢀNetꢀProfitꢀMarginsꢀDuringꢀ2020ꢀꢀ
AlbertsonsꢀandꢀTheꢀKrogerꢀCompaniesꢀ

ꢀ

Whileꢀgrocersꢀcontinuedꢀtoꢀbenefitꢀfromꢀhigherꢀfoodꢀandꢀrelatedꢀsalesꢀduringꢀtheꢀsecondꢀhalfꢀofꢀ
2020,ꢀtheyꢀalsoꢀfacedꢀhigherꢀwholesaleꢀcostsꢀforꢀfoodꢀandꢀhousingꢀsupplies,ꢀasꢀwellꢀasꢀconsiderableꢀ
newꢀCOVID-19ꢀrelatedꢀexpenses.ꢀTheseꢀincludeꢀexpensesꢀforꢀpaidꢀleaveꢀandꢀovertimeꢀneededꢀtoꢀ
coverꢀshiftsꢀofꢀworkersꢀaffectedꢀbyꢀCOVID-19,ꢀbothꢀthoseꢀthatꢀcontractedꢀtheꢀvirusꢀandꢀ(primarily)ꢀ
thoseꢀthatꢀwereꢀexposedꢀandꢀneededꢀtoꢀquarantine.ꢀOtherꢀCOVID-19ꢀcostsꢀincludeꢀthoseꢀforꢀintenseꢀ
in-storeꢀcleaning,ꢀmasksꢀforꢀemployees,ꢀnewꢀplasticꢀbarriersꢀatꢀcheck-outsꢀandꢀserviceꢀcounters,ꢀandꢀ
additionalꢀstaffingꢀandꢀcapitalꢀcostsꢀforꢀscalingꢀupꢀofꢀe-commerce,ꢀcurbsideꢀandꢀhomeꢀꢀdelivery.ꢀ
ꢀ

 
5ꢀInꢀtheirꢀSECꢀ10-Qꢀquarterlyꢀreportꢀforꢀtheꢀfour-monthꢀperiodꢀendingꢀinꢀJuneꢀ2020,ꢀAlbertsonsꢀreportedꢀthatꢀconsolidatedꢀ
salesꢀwereꢀupꢀ21.4ꢀpercentꢀfromꢀtheꢀsameꢀperiodꢀofꢀ2019ꢀandꢀbefore-taxꢀprofitsꢀwereꢀ3.5ꢀpercentꢀofꢀtotalꢀsales.ꢀInꢀtheꢀ
three-monthꢀperiodꢀendingꢀinꢀmid-September,ꢀtheꢀcompanyꢀreportedꢀyear-over-yearꢀsalesꢀgrowthꢀofꢀ11.2ꢀpercentꢀandꢀ
before-taxꢀprofitsꢀequalꢀtoꢀ2.5ꢀpercentꢀofꢀsales.ꢀInꢀtheirꢀ10-Qꢀreportꢀfiledꢀforꢀtheꢀthree-monthꢀperiodꢀendingꢀinꢀearlyꢀ
December,ꢀAlbertsonsꢀshowedꢀyear-over-yearꢀsalesꢀgrowthꢀofꢀ9.3ꢀpercent,ꢀandꢀprofitsꢀasꢀaꢀpercentꢀofꢀsalesꢀofꢀjustꢀ1.0ꢀ
percent.ꢀDataꢀforꢀtheꢀKrogerꢀCompanyꢀindicatesꢀthatꢀyear-over-yearꢀsalesꢀgrowthꢀsubsidedꢀfromꢀ11.5ꢀpercentꢀforꢀtheꢀthree-
monthꢀperiodꢀendingꢀinꢀMayꢀ2020ꢀtoꢀ8.2ꢀpercentꢀforꢀtheꢀthree-monthꢀperiodꢀendingꢀinꢀAugust,ꢀandꢀfurtherꢀtoꢀ6.3ꢀpercentꢀ
forꢀtheꢀthree-monthꢀperiodꢀendingꢀinꢀNovember.ꢀProfitsꢀasꢀaꢀpercentꢀofꢀsalesꢀfellꢀfromꢀ3.8ꢀpercentꢀtoꢀ3.5ꢀpercent,ꢀandꢀ
furtherꢀtoꢀ2.8ꢀpercentꢀduringꢀtheꢀsameꢀthreeꢀquarterlyꢀperiods.ꢀ(Source:ꢀEDGARꢀCompanyꢀFilings,ꢀU.S.ꢀSecuritiesꢀandꢀ
ExchangeꢀCommission.ꢀhttps://www.sec.gov/edgar/searchedgar/ꢀcompanysearch.html.ꢀ
6 Supraꢀ3 
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ꢀ
Manyꢀstoresꢀincurꢀlossesꢀinꢀnormalꢀyearsꢀ
ꢀ
Theꢀ1-ꢀtoꢀ2-percentꢀnetꢀprofitꢀlevelsꢀcitedꢀaboveꢀreflectꢀindustryꢀaverages.ꢀThereꢀisꢀconsiderableꢀ
variationꢀaroundꢀtheseꢀaveragesꢀamongꢀindividualꢀstores,ꢀwithꢀsomeꢀdoingꢀbetterꢀandꢀsomeꢀdoingꢀ
worse.ꢀAsꢀoneꢀindicationꢀofꢀthisꢀvariation,ꢀtheꢀ2020ꢀIndependentꢀGrocerꢀFinancialꢀSurveyꢀfoundꢀthat,ꢀ
whileꢀtheꢀnationwideꢀaverageꢀprofitꢀbeforeꢀtaxꢀforꢀallꢀstoresꢀwasꢀ1.1ꢀpercentꢀofꢀsalesꢀinꢀ2019,ꢀaboutꢀ
35ꢀpercentꢀofꢀtheꢀrespondentsꢀreportedꢀnegativeꢀnetꢀprofitsꢀduringꢀtheꢀyear.7ꢀThisꢀnationalꢀresultꢀisꢀ
consistentꢀwithꢀfeedbackꢀweꢀreceivedꢀfromꢀCaliforniaꢀgrocers,ꢀwhichꢀreportedꢀthatꢀevenꢀinꢀprofitableꢀ
years,ꢀanywhereꢀfromꢀone-sixthꢀtoꢀone-thirdꢀofꢀtheirꢀstoresꢀshowꢀnegativeꢀearnings.ꢀWhileꢀchainꢀ
operationsꢀcanꢀsubsidizeꢀsomeꢀstoreꢀlossesꢀwithꢀearningsꢀfromꢀotherꢀstores,ꢀaꢀmajorꢀmandatedꢀwageꢀ
increaseꢀwouldꢀeliminateꢀearningsꢀforꢀevenꢀtheꢀmostꢀprofitableꢀstores,ꢀmakingꢀcross-ꢀsubsidiesꢀwithinꢀ
supermarketꢀchainsꢀmuchꢀlessꢀfeasible.ꢀAsꢀdiscussedꢀbelow,ꢀtheꢀconsequenceꢀwouldꢀlikelyꢀbeꢀaꢀclosureꢀ
ofꢀsomeꢀunprofitableꢀstores.ꢀ
ꢀ
Mandatedꢀwageꢀincreasesꢀwouldꢀpushꢀmostꢀstoresꢀintoꢀdeficitsꢀ
ꢀ
Theꢀgroceryꢀbusinessꢀisꢀveryꢀlaborꢀintensive.ꢀLaborꢀisꢀtheꢀindustry’sꢀsecondꢀlargestꢀcost,ꢀtrailingꢀonlyꢀ
theꢀwholesaleꢀcostꢀofꢀtheꢀfoodꢀandꢀotherꢀitemsꢀtheyꢀsell.ꢀAccordingꢀtoꢀaꢀbenchmarkꢀstudyꢀbyꢀBaker-
Tilly,ꢀlaborꢀexpensesꢀaccountꢀforꢀ13.2ꢀpercentꢀofꢀgrossꢀsalesꢀofꢀgrocersꢀnationally.8ꢀTheꢀIndependentꢀ
GrocerꢀSurvey,ꢀcitedꢀabove,ꢀfoundꢀthatꢀlaborꢀcostsꢀaccountꢀforꢀ15ꢀpercentꢀofꢀsalesꢀnationallyꢀandꢀ18.4ꢀ
percentꢀforꢀindependentꢀgrocersꢀinꢀtheꢀWesternꢀregionꢀofꢀtheꢀU.S.9ꢀꢀ
ꢀ
RespondentsꢀtoꢀourꢀsurveyꢀofꢀCaliforniaꢀgrocersꢀreportedꢀthatꢀlaborꢀcostsꢀequateꢀtoꢀ14ꢀpercentꢀtoꢀ18ꢀ
percentꢀofꢀsalesꢀrevenues.ꢀForꢀpurposesꢀofꢀthisꢀanalysis,ꢀweꢀareꢀassumingꢀthatꢀtheꢀwageꢀbaseꢀ
potentiallyꢀaffectedꢀbyꢀtheꢀmandatedꢀhourlyꢀpayꢀincreaseꢀisꢀaboutꢀ16ꢀpercentꢀofꢀannualꢀsales.10ꢀꢀ

ꢀ
Aꢀmandatoryꢀ$4-$5ꢀperꢀhourꢀincrease,ꢀappliedꢀtoꢀanꢀaverageꢀ$18.00ꢀperꢀhourꢀwageꢀbase,ꢀwouldꢀ
increaseꢀlaborꢀcostsꢀbyꢀbetweenꢀ22ꢀpercentꢀandꢀ28ꢀpercent.ꢀThisꢀwould,ꢀinꢀturn,ꢀraiseꢀtheꢀshareꢀofꢀ
salesꢀdevotedꢀtoꢀlaborꢀcostsꢀfromꢀtheꢀcurrentꢀaverageꢀofꢀ16ꢀpercentꢀupꢀtoꢀbetweenꢀ19ꢀpercentꢀandꢀ
20.5ꢀpercentꢀofꢀannualꢀsales.ꢀTheꢀup-to-4.5ꢀpercentꢀincreaseꢀwouldꢀbeꢀdoubleꢀtheꢀ2020ꢀprofitꢀ
marginꢀreportedꢀbyꢀtheꢀindustry,ꢀandꢀthreeꢀtimesꢀtheꢀhistoricalꢀmarginsꢀinꢀtheꢀgroceryꢀindustry.ꢀ

PotentialꢀImpactsꢀonꢀConsumers,ꢀWorkersꢀandꢀCommunitiesꢀ

Inꢀorderꢀtoꢀsurviveꢀsuchꢀanꢀincrease,ꢀgrocersꢀwouldꢀneedꢀtoꢀraiseꢀpricesꢀtoꢀconsumersꢀand/orꢀfindꢀ
substantialꢀoffsettingꢀcutsꢀtoꢀtheirꢀoperatingꢀexpenses.ꢀAsꢀanꢀillustrationꢀofꢀtheꢀpotentialꢀmagnitudeꢀofꢀ
eachꢀofꢀtheseꢀimpacts,ꢀweꢀconsideredꢀtwoꢀextremes:ꢀꢀ(1)ꢀallꢀofꢀtheꢀhigherꢀwageꢀcostsꢀareꢀpassedꢀ
throughꢀtoꢀconsumersꢀinꢀtheꢀformꢀofꢀhigherꢀretailꢀprices;ꢀandꢀ(2)ꢀpricesꢀareꢀnotꢀpassedꢀforwardꢀandꢀallꢀ
theꢀadditionalꢀcostsꢀareꢀoffsetꢀthroughꢀaꢀreductionꢀofꢀjobsꢀorꢀhoursꢀworked.ꢀ
ꢀ

 
7 Supra 3 
8 WhiteꢀPaper,ꢀ“GroceryꢀBenchmarksꢀReport”,ꢀNovemberꢀ5,ꢀ2019,ꢀBakerꢀTillyꢀVirchowꢀKrauseꢀLLP.ꢀ
9 Supra 3  
10 Thisꢀrecognizesꢀthatꢀnotꢀallꢀlaborꢀcostsꢀwouldꢀbeꢀaffectedꢀbyꢀtheꢀhazardꢀpayꢀproposal.ꢀGrocersꢀreportꢀthatꢀbothꢀin-storeꢀandꢀ
warehouseꢀstaffꢀwouldꢀreceiveꢀtheꢀincrease,ꢀasꢀwouldꢀsupervisorsꢀandꢀmanagers,ꢀalthoughꢀsomeꢀexecutiveꢀandꢀ
administrativeꢀstaffꢀmayꢀnot.ꢀInꢀaddition,ꢀcostsꢀforꢀhealthꢀcoverageꢀwouldꢀprobablyꢀnotꢀbeꢀaffected,ꢀatꢀleastꢀnotꢀimmediately,ꢀ
butꢀpayrollꢀtaxesꢀandꢀsomeꢀotherꢀbenefitꢀcostsꢀwouldꢀbe.ꢀ
ꢀ
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ꢀ
Higherꢀcostsꢀpassedꢀalongꢀtoꢀconsumersꢀ
ꢀ
Aggregateꢀimpacts.ꢀIfꢀaꢀ$5.00ꢀperꢀhourꢀwageꢀincreaseꢀwereꢀimposedꢀstatewideꢀandꢀallꢀofꢀtheꢀ
increaseꢀwereꢀpassedꢀalongꢀtoꢀcustomersꢀinꢀtheꢀformꢀofꢀhigherꢀproductꢀprices,ꢀCaliforniansꢀwouldꢀ
faceꢀaꢀriseꢀinꢀfoodꢀcostsꢀofꢀ$4.5ꢀbillionꢀannually.ꢀIfꢀimposedꢀlocally,ꢀtheꢀCityꢀofꢀLosꢀAngeles’sꢀ$5ꢀperꢀ
hourꢀproposalꢀwouldꢀraiseꢀcostsꢀtoꢀitsꢀresidentsꢀbyꢀ$450ꢀmillionꢀannually,ꢀandꢀtheꢀ$4.00ꢀperꢀhourꢀ
increaseꢀinꢀLongꢀBeachꢀwouldꢀraiseꢀgroceryꢀcostsꢀtoꢀitsꢀresidentsꢀbyꢀaboutꢀ$40ꢀmillionꢀannually.11ꢀꢀ
ꢀ
Impactꢀonꢀhouseholdꢀbudgets.ꢀTheꢀwageꢀincreaseꢀwouldꢀaddꢀaboutꢀ$400ꢀtoꢀtheꢀannualꢀcostꢀofꢀfoodꢀ
andꢀhousingꢀsuppliesꢀforꢀtheꢀtypicalꢀfamilyꢀofꢀfourꢀinꢀCalifornia.12ꢀWhileꢀsuchꢀanꢀincreaseꢀmayꢀbeꢀ
absorbableꢀinꢀhigherꢀincomeꢀhouseholds,ꢀitꢀwouldꢀhitꢀlow-ꢀandꢀmoderate-incomeꢀhouseholdsꢀ
especiallyꢀhard.ꢀTheꢀimpactꢀwouldꢀbeꢀparticularlyꢀharshꢀforꢀthoseꢀwhoꢀhaveꢀexperiencedꢀlossesꢀofꢀ
incomeꢀandꢀjobsꢀdueꢀtoꢀtheꢀpandemic,ꢀorꢀforꢀthoseꢀlivingꢀonꢀaꢀfixedꢀretirementꢀincomeꢀincludingꢀ
manyꢀseniors.ꢀForꢀtheseꢀhouseholds,ꢀtheꢀadditionalꢀgrocery-relatedꢀexpensesꢀwillꢀmakeꢀitꢀmuchꢀ
moreꢀdifficultꢀtoꢀcoverꢀcostsꢀforꢀotherꢀnecessitiesꢀsuchꢀasꢀrent,ꢀtransportation,ꢀutilities,ꢀandꢀ
healthcare.ꢀꢀ
ꢀ
AccordingꢀtoꢀtheꢀBLSꢀConsumerꢀExpenditureꢀSurvey,ꢀCaliforniaꢀhouseholdsꢀwithꢀannualꢀincomesꢀofꢀ
upꢀtoꢀ$45,000ꢀalreadyꢀspendꢀvirtuallyꢀallꢀofꢀtheirꢀincomeꢀonꢀnecessities,ꢀsuchꢀasꢀfood,ꢀhousing,ꢀ
healthcare,ꢀtransportationꢀandꢀclothing.13ꢀForꢀmanyꢀofꢀtheseꢀhouseholds,ꢀaꢀ$33ꢀperꢀmonthꢀincreaseꢀ
inꢀfoodꢀcostsꢀwouldꢀpushꢀthemꢀintoꢀaꢀdeficit.ꢀꢀ
ꢀ
TheseꢀincreasesꢀwouldꢀaddꢀtoꢀtheꢀsevereꢀeconomicꢀlossesꢀthatꢀmanyꢀCaliforniansꢀhaveꢀexperiencedꢀ
asꢀaꢀresultꢀofꢀgovernment-mandatedꢀshutdownsꢀinꢀresponseꢀtoꢀCOVID-19.ꢀAccordingꢀtoꢀaꢀrecentꢀ
surveyꢀbyꢀtheꢀPublicꢀPolicyꢀInstituteꢀofꢀCalifornia,ꢀ44ꢀpercentꢀofꢀhouseholdsꢀwithꢀincomesꢀunderꢀ
$20,000ꢀperꢀyearꢀandꢀ40ꢀpercentꢀwithꢀincomesꢀbetweenꢀ$20,000ꢀandꢀ$40,000ꢀhaveꢀreducedꢀmealsꢀorꢀ
cutꢀbackꢀonꢀfoodꢀtoꢀsaveꢀmoney.14ꢀClearly,ꢀimposingꢀaꢀ$4.5ꢀbillionꢀincreaseꢀinꢀgroceryꢀpricesꢀwouldꢀ
makeꢀmattersꢀworse,ꢀespeciallyꢀforꢀtheseꢀlower-incomeꢀCalifornians.ꢀ
ꢀ
Higherꢀcostsꢀareꢀoffsetꢀbyꢀjobꢀandꢀhours-workedꢀreductionsꢀ
ꢀ
Ifꢀgrocersꢀwereꢀnotꢀableꢀtoꢀpassꢀalongꢀtheꢀhigherꢀcostsꢀresultingꢀfromꢀtheꢀadditionalꢀ$5/hourꢀwageꢀ
requirement,ꢀtheyꢀwouldꢀbeꢀforcedꢀtoꢀcutꢀotherꢀcostsꢀtoꢀavoidꢀincurringꢀfinancialꢀlosses.15ꢀGivenꢀꢀ
ꢀ

 
11ꢀOurꢀestimatesꢀstartꢀwithꢀnationalꢀU.S.ꢀCensusꢀBureauꢀestimatesꢀfromꢀtheꢀAnnualꢀRetailꢀTradeꢀSurveyꢀforꢀ2018ꢀ(theꢀmostꢀ
currentꢀdataꢀavailable),ꢀwhichꢀindicatesꢀthatꢀnationwideꢀsalesꢀbyꢀgrocersꢀ(excludingꢀconvenienceꢀstores)ꢀwasꢀ$634ꢀbillionꢀ
inꢀ2018.ꢀWeꢀthenꢀapportionedꢀthisꢀnationalꢀdataꢀtoꢀCaliforniaꢀasꢀwellꢀasꢀtheꢀcitiesꢀofꢀLosꢀAngelesꢀandꢀLongꢀBeachꢀbasedꢀonꢀ
relativeꢀpopulationsꢀandꢀper-householdꢀexpenditureꢀdataꢀfromꢀtheꢀConsumerꢀExpenditureꢀSurvey.ꢀWeꢀthenꢀupdatedꢀtheꢀ
2018ꢀestimateꢀtoꢀ2021ꢀbasedꢀonꢀactualꢀincreasesꢀinꢀgrocery-relatedꢀspendingꢀbetweenꢀ2018ꢀandꢀ2020,ꢀasꢀreportedꢀbyꢀtheꢀ
U.S.ꢀDepartmentꢀofꢀCommerce,ꢀandꢀaꢀprojectionꢀofꢀmodestꢀgrowthꢀinꢀ2021.ꢀOurꢀestimateꢀisꢀconsistentꢀwithꢀtheꢀindustryꢀ
estimateꢀofꢀ$82.9ꢀbillionꢀforꢀ2019ꢀthatꢀwasꢀbyꢀIBISWorld,ꢀasꢀadjustedꢀforꢀindustryꢀgrowthꢀinꢀ2020ꢀandꢀ2021.ꢀ(Seeꢀ
IBISWORLDꢀIndustryꢀReport,ꢀSupermarketsꢀ&ꢀGroceryꢀStoresꢀinꢀCalifornia,ꢀTanviꢀKumar,ꢀFebruaryꢀ2019.)ꢀꢀꢀ
12ꢀCapitolꢀMatrixꢀConsultingꢀestimateꢀbasedꢀonꢀU.S.ꢀBureauꢀofꢀLaborꢀStatistics,ꢀConsumerꢀExpenditureꢀReport,ꢀ2019.ꢀ
https://***.bls.gov/opub/reports/consumer-expenditures/2019/home.htm
13ꢀU.S.ꢀBureauꢀofꢀLaborꢀStatistics,ꢀConsumerꢀExpenditureꢀSurvey,ꢀState-LevelꢀExpenditureꢀTablesꢀbyꢀIncome.ꢀ
***********.bls.gov/cex/csxresearchtables.htm#stateincome.
14ꢀ“CaliforniansꢀandꢀTheirꢀWell-Being”,ꢀaꢀsurveyꢀbyꢀtheꢀPublicꢀPolicyꢀInstituteꢀofꢀCalifornia.ꢀDecemberꢀ2020.ꢀ
***********.ppic.org/publication/ppic-statewide-survey-californians-and-their-economic-well-being-december-2020/
15ꢀCircumstancesꢀwhereꢀstoresꢀwouldꢀnotꢀbeꢀableꢀtoꢀpassꢀforwardꢀhighꢀcostsꢀincludeꢀcommunitiesꢀwhereꢀcustomersꢀareꢀ
financiallyꢀsqueezedꢀbyꢀpandemic-relatedꢀlossesꢀinꢀjobsꢀorꢀwages,ꢀorꢀwhereꢀtheꢀincreasedꢀisꢀimposedꢀlocallyꢀandꢀcustomersꢀ
areꢀableꢀtoꢀavoidꢀhigherꢀpricesꢀbyꢀshiftingꢀpurchasesꢀtoꢀcross-borderꢀstores.ꢀ
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ꢀ
thatꢀlaborꢀcostsꢀareꢀbyꢀfarꢀtheꢀlargestꢀcontrollableꢀexpenseꢀforꢀstores,ꢀitꢀisꢀhighlyꢀlikelyꢀthatꢀtheꢀꢀ
wageꢀmandatesꢀwillꢀtranslateꢀintoꢀfewerꢀstoreꢀhours,ꢀfewerꢀemployeeꢀhours,ꢀandꢀfewerꢀjobs.ꢀForꢀaꢀ
storeꢀwithꢀ50ꢀfull-timeꢀequivalentꢀemployees,ꢀitꢀwouldꢀtakeꢀaꢀreductionꢀofꢀ11ꢀemployeesꢀtoꢀoffsetꢀ
theꢀincreasedꢀwages,ꢀwhichꢀisꢀaboutꢀaꢀ22ꢀpercentꢀdecreaseꢀinꢀstaff/hours.ꢀ
ꢀ
Aggregateꢀimpacts.ꢀAsꢀanꢀillustration,ꢀifꢀtheꢀfullꢀCaliforniaꢀgroceryꢀindustryꢀwereꢀtoꢀrespondꢀtoꢀaꢀ
statewideꢀ$5.00ꢀwageꢀmandateꢀbyꢀreducingꢀitsꢀworkforce,ꢀweꢀestimateꢀthatꢀupꢀtoꢀ66,000ꢀindustryꢀ
jobsꢀwouldꢀbeꢀeliminated.ꢀThisꢀisꢀaboutꢀ22ꢀpercentꢀofꢀtheꢀ306,000ꢀworkersꢀinꢀtheꢀgroceryꢀindustryꢀinꢀ
theꢀsecondꢀquarterꢀofꢀ2020ꢀ(theꢀmostꢀrecentꢀquarterꢀforꢀwhichꢀweꢀhaveꢀdetailedꢀjobꢀtotals).16ꢀIfꢀtheꢀ
mandateꢀwereꢀimposedꢀlocallyꢀinꢀtheꢀCityꢀofꢀLosꢀAngeles,ꢀtheꢀimpactꢀwouldꢀbeꢀaboutꢀ7,000ꢀworkers,ꢀ
andꢀinꢀtheꢀCityꢀofꢀLongꢀBeachꢀ(atꢀ$4.00ꢀperꢀhour),ꢀtheꢀimpactꢀwouldꢀbeꢀaboutꢀ775ꢀjobs.ꢀStoresꢀcouldꢀ
alternativelyꢀavoidꢀjobꢀreductionsꢀbyꢀcuttingꢀhoursꢀworkedꢀbyꢀ22ꢀpercentꢀacross-the-board.ꢀꢀ
ꢀ
Underꢀtheseꢀcircumstances,ꢀsomeꢀworkersꢀreceivingꢀtheꢀwageꢀincreasesꢀwouldꢀbeꢀbetterꢀoff,ꢀbutꢀmanyꢀ
othersꢀwouldꢀbeꢀworseꢀoffꢀbecauseꢀofꢀreducedꢀhoursꢀorꢀlayoffs.ꢀCustomersꢀwouldꢀalsoꢀbeꢀworseꢀoffꢀ
becauseꢀofꢀreducedꢀstoreꢀhours,ꢀandꢀfewerꢀfoodꢀchoicesꢀandꢀservices.ꢀ
ꢀ
Withoutꢀanyꢀexternalꢀconstraintsꢀimposedꢀbyꢀtheꢀlocalꢀordinances,ꢀitꢀisꢀlikelyꢀsomeꢀcombinationꢀofꢀ
higherꢀpricesꢀandꢀjobꢀandꢀhourꢀreductionsꢀwouldꢀoccur.ꢀStoresꢀwithinꢀsomeꢀjurisdictionsꢀimposingꢀ
theꢀmandatoryꢀwageꢀincreaseꢀmightꢀbeꢀableꢀtoꢀraiseꢀretailꢀpricesꢀsufficientlyꢀtoꢀcoverꢀaꢀsignificantꢀ
portionꢀofꢀtheꢀmandatedꢀwageꢀincrease,ꢀtherebyꢀshiftingꢀtheꢀburdenꢀontoꢀcustomers.ꢀHowever,ꢀtheꢀ
degreeꢀtoꢀwhichꢀthisꢀwouldꢀoccurꢀwouldꢀvaryꢀfromꢀjurisdictionꢀtoꢀjurisdiction,ꢀdependingꢀonꢀtheꢀ
price-sensitivityꢀofꢀtheirꢀcustomersꢀandꢀ(ifꢀtheꢀmandateꢀisꢀimposedꢀlocally)ꢀtheꢀavailabilityꢀofꢀ
shoppingꢀalternativesꢀinꢀneighboringꢀcommunitiesꢀthatꢀhaveꢀnotꢀimposedꢀtheꢀwageꢀmandate.ꢀ
ꢀ
Ofꢀcourse,ꢀifꢀtheꢀlocalꢀordinancesꢀcontainꢀprovisionsꢀprohibitingꢀstoresꢀfromꢀcuttingꢀhours,ꢀthenꢀ
storesꢀwouldꢀbeꢀforcedꢀtoꢀpassꢀcostsꢀonꢀtoꢀconsumersꢀinꢀtheꢀformꢀofꢀhigherꢀprices,ꢀorꢀtoꢀcloseꢀstoresꢀ
inꢀthoseꢀjurisdictions.ꢀꢀ
ꢀ
Someꢀcommunitiesꢀwouldꢀbecomeꢀfoodꢀdesertsꢀ
 
Manyꢀofꢀtheꢀup-toꢀoneꢀthirdꢀofꢀstoresꢀalreadyꢀincurringꢀlossesꢀmayꢀfindꢀitꢀimpossibleꢀtoꢀraiseꢀpricesꢀorꢀ
achieveꢀsavingsꢀthatꢀareꢀsufficientꢀtoꢀoffsetꢀtheꢀhigherꢀwageꢀcosts.ꢀForꢀtheseꢀstores,ꢀtheꢀonlyꢀoptionꢀ
wouldꢀbeꢀstoreꢀclosure.ꢀIndeed,ꢀaꢀconsistentꢀthemeꢀofꢀfeedbackꢀweꢀreceivedꢀfromꢀCaliforniaꢀgrocerꢀ
representativesꢀisꢀthatꢀitꢀwouldꢀbeꢀextremelyꢀdifficult,ꢀifꢀnotꢀimpossible,ꢀtoꢀjustifyꢀcontinuedꢀoperationꢀ
ofꢀaꢀsignificantꢀportionꢀofꢀtheirꢀstoresꢀfollowingꢀaꢀgovernment-mandatedꢀ28-percentꢀincreaseꢀinꢀ
wages.ꢀThisꢀwouldꢀleaveꢀsomeꢀcommunitiesꢀwithꢀfewerꢀfreshꢀfoodꢀoptions.ꢀ
ꢀ
AccordingꢀtoꢀtheꢀPropelꢀLA:ꢀ“TheꢀUnitedꢀStatesꢀDepartmentꢀofꢀAgricultureꢀ(USDA)ꢀdefinesꢀaꢀfoodꢀ
desertꢀasꢀ‘aꢀlow-incomeꢀcensusꢀtractꢀwhereꢀeitherꢀaꢀsubstantialꢀnumberꢀorꢀshareꢀofꢀresidentsꢀhasꢀ
lowꢀaccessꢀtoꢀaꢀsupermarketꢀorꢀlargeꢀgroceryꢀstore.’ꢀThereꢀareꢀaꢀlargeꢀnumberꢀofꢀcensusꢀtractsꢀinꢀLosꢀ
AngelesꢀCounty,ꢀincludingꢀAntelopeꢀValleyꢀandꢀSanꢀFernandoꢀValley,ꢀthatꢀareꢀconsideredꢀtoꢀbeꢀfoodꢀ
deserts.ꢀTheꢀpopulationꢀofꢀfoodꢀdesertsꢀisꢀpredominantlyꢀHispanicꢀorꢀLatino,ꢀfollowedꢀbyꢀBlackꢀandꢀ
White,ꢀrespectively.”17ꢀTheꢀmapꢀalsoꢀshowsꢀseveralꢀfoodꢀdesertsꢀinꢀandꢀaroundꢀtheꢀCityꢀofꢀLongꢀꢀ
Beach.ꢀTheꢀhazardꢀpayꢀproposalꢀwouldꢀexacerbateꢀthisꢀproblem.ꢀ

 
16ꢀEmploymentꢀDevelopmentꢀDepartment.ꢀLaborꢀMarketꢀInformationꢀDivision.ꢀQuarterlyꢀCensusꢀofꢀEmploymentꢀandꢀWages.ꢀ
***********.labormarketinfo.edd.ca.gov/qcew/cew-select.asp
17ꢀ“FoodꢀdesertsꢀinꢀLA,ꢀanꢀInteractiveꢀMap.”ꢀPropelꢀLA,ꢀhttps://www.propel.la/portfolio-item/food-deserts-in-los-angeles-
county/ꢀ
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ꢀ
Closingꢀevenꢀoneꢀsupermarketꢀinꢀmanyꢀneighborhoodsꢀwouldꢀresultꢀinꢀresidentsꢀhavingꢀtoꢀcommuteꢀ
significantlyꢀfartherꢀtoꢀfindꢀfreshꢀandꢀhealthyꢀfoodꢀatꢀreasonableꢀprices.ꢀTulaneꢀUniversityꢀstudiedꢀ
theꢀimpactꢀofꢀfoodꢀdesertsꢀandꢀconcludedꢀthatꢀwhileꢀtheꢀmajorityꢀofꢀitemsꢀatꢀsmallerꢀstoresꢀareꢀ
pricedꢀhigherꢀthanꢀatꢀsupermarkets,ꢀpriceꢀisꢀaꢀconsiderationꢀinꢀdecidingꢀwhereꢀtoꢀpurchaseꢀstapleꢀ
foods,ꢀandꢀtransportationꢀfromꢀaꢀfoodꢀdesertꢀtoꢀaꢀsupermarketꢀrangesꢀfromꢀ$5ꢀtoꢀ$7ꢀperꢀtrip.18ꢀ
ꢀ
Thus,ꢀmandatingꢀhazardꢀpayꢀwouldꢀlikelyꢀimposeꢀsignificantꢀhardshipsꢀonꢀsomeꢀcommunities,ꢀ
especiallyꢀinꢀlower-incomeꢀareas.ꢀTheꢀlossꢀofꢀaꢀgroceryꢀstoreꢀmeansꢀbothꢀfewerꢀjobsꢀforꢀmembersꢀofꢀ
theꢀcommunityꢀandꢀhigherꢀcostsꢀforꢀallꢀresidentsꢀinꢀtheꢀcommunity,ꢀwhoꢀmustꢀpayꢀhigherꢀlocalꢀpricesꢀ
orꢀincurꢀadditionalꢀtimeꢀandꢀexpenseꢀtoꢀshop.ꢀ

Conclusionꢀ

HazardꢀpayꢀinitiativesꢀlikeꢀthoseꢀpassedꢀinꢀtheꢀCityꢀofꢀLongꢀBeach,ꢀandꢀproposedꢀinꢀtheꢀCityꢀofꢀLosꢀ
Angelesꢀandꢀinꢀotherꢀlocalꢀjurisdictions,ꢀwouldꢀhaveꢀfar-reachingꢀandꢀnegativeꢀconsequencesꢀforꢀ
businesses,ꢀemployeesꢀandꢀcustomersꢀofꢀgroceryꢀstoresꢀinꢀtheꢀjurisdictionsꢀwhereꢀlevied.ꢀTheyꢀ
wouldꢀimposeꢀanꢀup-to-28ꢀpercentꢀincreaseꢀinꢀlaborꢀcostsꢀonꢀanꢀindustryꢀthatꢀisꢀlabor-intensiveꢀandꢀ
operatesꢀonꢀveryꢀthinꢀprofitꢀmargins.ꢀTheꢀincreasesꢀwouldꢀbeꢀmoreꢀthanꢀdoubleꢀtheꢀaverageꢀprofitꢀ
marginsꢀforꢀtheꢀgroceryꢀindustryꢀinꢀ2020,ꢀandꢀtripleꢀtheꢀmarginsꢀoccurringꢀinꢀnormalꢀyears,ꢀandꢀthusꢀ
wouldꢀinevitablyꢀresultꢀinꢀeitherꢀretailꢀpriceꢀincreasesꢀorꢀmajorꢀemploymentꢀcutbacksꢀbyꢀgroceryꢀ
stores,ꢀorꢀaꢀcombinationꢀofꢀboth.ꢀIfꢀtheꢀincreasedꢀcostsꢀwereꢀpassedꢀforwardꢀtoꢀconsumers,ꢀaꢀtypicalꢀ
familyꢀofꢀfourꢀinꢀCaliforniaꢀwouldꢀfaceꢀincreasedꢀfoodꢀcostsꢀofꢀ$400ꢀperꢀyear.ꢀThisꢀwouldꢀintensifyꢀ
financialꢀpressuresꢀalreadyꢀbeingꢀfeltꢀbyꢀmillionsꢀofꢀlow-ꢀandꢀmoderate-incomeꢀfamilies,ꢀmanyꢀofꢀ
whomꢀareꢀalreadyꢀcuttingꢀbackꢀonꢀbasicꢀnecessitiesꢀlikeꢀfoodꢀdueꢀtoꢀCOVID-19-relatedꢀlossesꢀinꢀjobsꢀ
andꢀincome.ꢀEstablishmentsꢀnotꢀableꢀtoꢀrecoupꢀtheꢀcostsꢀbyꢀraisingꢀpricesꢀwouldꢀbeꢀforcedꢀtoꢀreduceꢀ
storeꢀhoursꢀandꢀassociatedꢀjobsꢀandꢀhoursꢀworkedꢀbyꢀemployees.ꢀForꢀaꢀsignificantꢀnumberꢀofꢀstoresꢀ
thatꢀareꢀalreadyꢀstruggling,ꢀtheꢀonlyꢀoptionꢀmayꢀbeꢀtoꢀshutterꢀtheꢀstore.ꢀThisꢀwouldꢀbeꢀaꢀ“lose-lose”ꢀ
forꢀtheꢀcommunity.ꢀItꢀwouldꢀmeanꢀfewerꢀjobsꢀwithꢀbenefits,ꢀlessꢀlocalꢀaccessꢀtoꢀreasonably-pricedꢀ
food,ꢀandꢀmoreꢀtimeꢀandꢀexpenseꢀspentꢀbyꢀcustomersꢀthatꢀwouldꢀhaveꢀtoꢀtravelꢀgreaterꢀdistanceꢀtoꢀ
findꢀgroceryꢀshoppingꢀalternatives.ꢀ
ꢀ
ꢀ
ꢀ
ꢀ
ꢀ
ꢀ
ꢀ

ꢀ

 
18ꢀ“FoodꢀDesertsꢀinꢀAmericaꢀ(Infographic),”ꢀTulaneꢀUniversity,ꢀSchoolꢀofꢀSocialꢀWork,ꢀMayꢀ10,ꢀ2018.ꢀ
********socialwork.tulane.edu/blog/food-deserts-in-america



From: Is Sullivan
To: City Clerk
Subject: [EXTERNAL] Item 9-E on March 2 City Council Agenda
Date: Tuesday, March 2, 2021 2:50:04 PM

Dear Mayor and Council Members, 

I urge you to move forward with the ordinance to pay grocery store employees an additional
$5 in hazard pay. Grocery store employees must be fairly compensated for the work they do in
our communities and the risks they take when they show up to work during the pandemic.
This addition of hazard pay is a step in the right direction. 

Sincerely, 
Is Sullivan 

mailto:is.sullivan@yahoo.com
mailto:CLERK@alamedaca.gov



