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$20 Fast Food Wage

Over 16,000 Jobs Lost, Price Increases, Restaurants Closed

Executive Summary

A.B. 1228 enacted a $20 minimum wage and standards-setting council for California’s fast food
industry. The law was signed in September 2023 and went into effect starting April 1, 2024. Soon
after Governor Gavin Newsom’s signing of the law, restaurants, customers, and employees alike
began bracing for its impacts, even before April.

Headlines broke as early as October 2023 following the signing, in which operators warned about
how the law would force them to adapt.' Many chains reported they would be forced to raise prices?,
lay off staff’, or potentially close down.*

While some adjustments began as eatly as the fall of 2023, the consequences of the $20 minimum
wage are still ongoing a year after the $20 minimum wage went into effect. California’s fast food

restaurants:
® Lost 16,000 jobs since the law was signed, including over 14,000 lost since it went into effect
in April 2024;

® These job losses represented roughly two-thirds of all fast food job losses nationwide during
the same period, and significantly outpaced the rate of losses for California’s total private
workforce;

® Saw prices increase by as much as 14.5% since the law was signed, doubling the rate of price
increases nationwide in fast food restaurants;

® Saw prices rise 56% faster than California sit-down, full-service restaurants, a gap five times
larger than the gap between fast food and full-service restaurants nationwide; and

® Have seen customer foot traffic decrease following implementation of the law.

Now the state’s Fast Food Council is being pushed by unions to issue another increase to this
mandate — as much as 3.5 percent. Yet Californians and local operators have barely been able to
assess the damage from the past year.

While Newsom and other advocates refuse to acknowledge the consequences caused by the $20
wage law for fast food operators, workers, and California residents — the economic evidence is piling

up.

The following brief outlines the timing and growing evidence that California’s $20 minimum wage
has caused a historic decline in the Golden State’s fast food industry.



Introduction

Shortly after A.B. 1228 was signed in the fall of 2023, it became clear that fast food (also called “limited
service”) operators in California were bracing for the impacts of the $20 minimum wage. In late 2023,
news headlines both national and local were reporting how operators were being forced to change their
businesses to adapt to the mandate. This included:

Downsizing staff;
Raising menu prices;
Turning to automation; and

Shutting down or moving out of state.

One year ago on April 1, 2024, A.B. 1228 took effect. Shortly after, the Employment Policies Institute
surveyed nearly 200 local fast food restaurant operators on how they were adapting. Most said they had
already cut staff, reduced workers’ scheduled hours, and raised menu prices. They also said in the coming
year, even more would be forced to take these measures, as well as consider shutting down or moving
out of the state and doing business elsewhere.

News headlines were right, surveys were right, and most importantly, operators, workers, and customers
were right: the bulk of available data shows the law has led to an unprecedented decline for California’s
fast food industry.

Thousands of Jobs Lost

The Bureau of Labor Statistics Quarterly Census of Employment and Wages (QCEW) takes mandatory
employer-reported employment data that covers most workers® — and is described as a “near universe” of
data on employment.® The latest from this best-available federal dataset shows California has lost over
16,000 jobs since A.B. 1228 was signed into law. This makes sense knowing many operators were bracing
for the wage hike impact before it even went into effect. Even looking at jobs lost since the April 1, 2024
implementation date, almost 14,000 jobs have been lost.”
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California Limited Service Restaurant Jobs 2010-2024
Period Limited-service jobs Year-over-year change
Sep 2010 391,025 -
Sep 2011 398,077 7,052
Sep 2012 415,896 17,819
Sep 2013 439,984 24,088
Sep 2014 466,101 26,117
Sep 2015 482,887 17,232
Sep 2016 505,386 22,053
Sep 2017 525,310 19,924
Sep 2018 538,853 13,543
Sep 2019 549,609 10,756
Sep 2020 489,791 -59,818
Sep 2021 527,961 38,170
Sep 2022 557,913 29,952
Sep 2023 570,909 12,996
Sep 2024 554,748 -16,161

Source: U.S. Bureau of Labor Statistics Quarterly Census of Employment and Wages, NAICS 722513 - Created with
Datawrapper



Historically, this decline is unprecedented. Typically, the restaurant industry is subject to some
employment fluctuations due to seasonal trends. Yet even looking at the same seasonal periods in past
years, California’s fast food job losses beginning after A.B. 1228 are unheard of in recent history.
Comparing this year-over-year loss with any year before, this was the only year seeing job losses in the
fast food industry in California in 15 years (except for COVID-related losses in 2020).

Annual Change in CA Fast Food Jobs
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Source: U.S. Bureau of Labor Statistics Quarterly Census of Employment and Wages, NAICS 722513 « Created with
Datawrapper

California’s fast food restaurant losses outpaced statewide employment (for all industries)® — signaling the
unique impact of the $20 minimum wage law on the fast food industry. The year prior to the $20
minimum wage law’s enactment (September 2022 to September 2023), the state’s fast food restaurants’
employment grew by 2.3%.

Yet following the signing of the law, the state’s fast food restaurant losses were much larger in magnitude
than the state’s overall losses.
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California’s fast food restaurant employment decline also significantly outpaced nationwide trends.
California’s fast food industry losses under the $20 minimum wage law in 2024 represented a -2.9%
industry employment loss — while the rest of the nation only lost a fraction of a percentage point in fast
food jobs (-0.19%). California’s fast food restaurant job losses (-16,161) under the law represent an
outsized proportion of the nation’s total fast food job losses (-23,987)’ — accounting for roughly two-
thirds of all fast food job losses nationwide as of September 2024.

In fact, the decline in the year-over-year employment growth rate in September 2024 for California fast
food restaurants was almost double the decline experienced nationwide.
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Price Hikes in the Double Digits

Soon after A.B. 1228 was signed into law, local fast food restaurants reported they would have to raise
their menu prices to account for rising wage bills due to the $20 minimum wage. Reports of restaurant
price hikes began surfacing as early as November 2023", and franchisees and brands such as
McDonald’s", Fatburger'?, Chipotle'’, El Pollo Loco', and others followed suit as eatly as January 2024.

In fact, an Employment Policies Institute survey of nearly 200 fast food operators in California
conducted in June and July 2024, right after the law was implemented, found most (98%) had already
been forced to increase their menu prices to adapt to the new mandate.”

In the first month of existence, Barron’s featured a study analyzing price increases by individual brands as
a result of the $20 wage mandate between February and May 2024. Gordon Haskett Research Advisors
found core menu item prices in California rose as much as 10%, when looking two months prior to the
April 1 implementation date.'

Now, we have several more months of data to understand the longer-term effects of the mandate. Data
from 27 national fast food chains compiled by Datassential stands as the best indicator of in-store prices
for affected restaurants in California and compates them to their counterparts across the United States.'”

Datassential’s latest-available data extends through the fall of 2024 — and year-over-year analysis shows
California prices in fast food restaurants outpaced prices in full-service restaurants (which are not
included in the $20 wage mandate) and roughly doubled the growth rate of fast food prices elsewhere in
the country.

Based on analysis of this data by the Berkeley Research Group, California’s prices in limited-service
restaurants (CA LSR) grew by 14.5% since September 2024 — compared to just 8.2% price growth in
limited-service restaurants elsewhere in the U.S. (US LSR). California fast food prices also outpace sit-
down, full-service restaurant prices in the state (CA FSR), which grew by just 9.3% in the same petiod."
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This gap between California’s limited-service and full-service restaurants is also nearly three times larger
than the inflation gap between limited-service and full-service restaurants across the country.

Comparing California Fast Food Restaurant Inflation to U.S.

Based on index methodology from Berkeley Research Group

[l Limited-Service Restaurants [ Full-Service Restaurants

15% 14.5%

+5.2 percentage
point premium
on fast food
menus in CA

9.3%

(6]

CA us

Chart: Employment Policies Institute « Source: Datassential Price Monitor * Created with Datawrapper



Restaurant Customers Staying Home

As prices shot up for fast food meals in California, customers adjusted their eating habits.

A study by Placer.ai, as featured in Business Insider, draws a link between the fast food minimum wage,
tising menu prices, and customers’ foot traffic declining in fast food restaurants."

The study, which looks at fast food chains in California and the rest of the country, found that in the
early months of 2024 prior to the implementation of the $20 minimum wage in April, weekly foot traffic
compared to the same week in the prior year in these locations was “slightly ahead” of the national
average. Yet following the April 1 date when the $20 minimum went into effect, California began to
severely lag behind national foot traffic trends — even incurring steep declines in year-over-year weekly
visit levels.”

QSR Nationwide Versus California: YoY Change in Weekly Visits (Feb-May 2024)
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What's Next for Fast Food Under A.B. 1228

The Fast Food Council created by A.B. 1228 received the authority to institute new wage hike mandates
for the industry every year through 2029 — as high as 3.5%. While the Council has had several meetings in
its first year and hired administrative staff, it has not yet acted on this authority to date.

That has not stopped the original proponents of the law from pushing for new increases with no
recognition of the damage already caused by this unprecedented wage hike, let alone the additional
damage that could come from such a rapid escalation of the mandated wage rate.

The Employment Policies Institute survey of California fast food restaurant operators found they expect
the job losses and price hikes to continue if the law remained in place.”

These operators also reported even more dire consequences:

® 89% of employers said the law has made them less likely to expand in California;
® A majority (59%) said they are more likely to expand in other states outside of California; and
® Three-fourths (74%) say the law has increased the likelihood of shutting their restaurants down.

Some restaurants have already been forced to shut down, as reported by the Orange County Register”, the
Fresno Bee”, and the New York Post”

California lawmakers including Governor Gavin Newsom have failed to acknowledge, let alone audit, the
disaster this has caused for thousands of families whose members previously held jobs in fast food, and

for many individual operators who have been forced to downsize or close their restaurants as a result of
A.B. 1228.

One year in, California has been a sobering example of how drastic minimum wage increases hurt
businesses and workers alike.
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