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Executive Summary

Resolve 2005, Chapter 128 established the Study Commission Regarding Liveable

Wages (“the Commission™). The Resolve directed the Commission to submit a report with
findings and recommendations to the Second Regular Session of the 122nd Legislature.

The Commission was formed during the fall of 2005 with the appointment of 12

members with representation by the Senate, the House of Representatives, the business
community, municipal government, organized labor, an advocacy organization, and the
departments of Labor, Health and Human Services and Economic and Community Development.
Members representing the departments of Labor, Health and Human Services and Economic and
Community Development were nonvoting members. The Commission held 5 public meetings in
Augusta on October 5, October 27, November 16, December 7 and December 15, 2005.

The Resolve directed the Commission to study the issues surrounding liveable wages and

the charge to the Commission included the following duties:

1.

2.

Define what level of compensation constitutes a liveable wage;
Identify ways to ensure that all Maine adults earn a liveable wage;

Examine the efficacy of a state earned income tax credit that would enable working
families to meet their basic needs;

Examine how increased access to education and training and access to child care
increases the likelihood of earning a liveable wage and identify means of increasing such
access;

Identify the number of people in Maine who earn less than a liveable wage;

Examine how state policies and payments, including MaineCare and other state health
care related payments, contribute to the number of Mainers who earn less than a liveable
wage; and

Examine the economic impact to the State of a liveable wage, including potential effects
on job creation or loss; costs of goods and services; competitiveness of Maine businesses
in other states; government spending on social services; tax revenue; and whether a
mandated liveable wage would continue to drive up the costs of goods and services,
which would in turn drive up the liveable wage.

The Commission received presentations from over 25 presenters that addressed 14 broad

topic areas. The Commission reviewed various methodologies for determining a liveable wage,
including the methodology used by the Maine Center for Economic Policy since 1999. The
Commission requested the Department of Labor to provide data regarding hourly wages for



Maine residents and the department prepared and submitted a report to the Commission titled
"Maine Occupational Wage Analysis, Developed for the Study Commission Regarding Livable
Wages."

After receiving presentations and information and after consideration of proposals put
forward by Commission members, the Commission makes the following recommendations that
address 14 broad topic areas:

| Liveable Wage and Basic Needs Budget |
1) Define liveable wage using a basic needs budget.

| Earned Income Tax Credit|
2) Expand the Maine state earned income tax credit.

| Child Care and Adult Care |

3) Increase access to affordable child care.

4) Increase commitment to subsidized child care.

5) Achieve conformity with federal tax laws in the area of children.
6) Support adult care services.

7) Provide greater access to health care.

| Affordable Housing |
8) Promote affordable housing.
9) Expand property tax related/circuit breaker benefits.

| Education and Training |
10) Increase access to education and training.

| Economic Development |
11) Support funding for economic development.
12) Utilize wage information in state investment decisions.

| State Contracting |
13) Include payment of liveable wage in the state contracting process.

| Minimum Wage |
14) Increase the state minimum wage.

| Public Transportation |
15) Promote transportation.

| People with Disabilities |




16) Increase participation of people with disabilities in the workforce.

| Asset Building |
17) Promote asset building.

Unionization

18) Study the impact of unionization.

19) Increase wages to employees.




l. INTRODUCTION

The Study Commission Regarding Liveable Wages ("Commission™) was established in the First
Special Session of the 122nd Legislature by Resolve 2005, Chapter 128. A copy of the law is
attached in Appendix A. As created, the 12-member Commission includes two members of the
Senate, three members of the House of Representatives, one member representing the business
community, one member representing municipal government, one member representing
organized labor, one member representing the poor and women, and three non-voting members
representing the Department of Labor, the Department of Health and Human Services and the
Department of Economic Development. The Commission membership list is attached as
Appendix B.

The Commission was established to study the issues surrounding liveable wages.
Specifically, the Commission was charged with the following duties:

1. Define what level of compensation constitutes a liveable wage;
2. Identify ways to ensure that all Maine adults earn a liveable wage;

3. Examine the efficacy of a state earned income tax credit that would enable working
families to meet their basic needs;

4. Examine how increased access to education and training and access to child care
increases the likelihood of earning a liveable wage and identify means of increasing such
access;

5. Identify the number of people in Maine who earn less than a liveable wage;

6. Examine how state policies and payments, including MaineCare and other state health
care related payments, contribute to the number of Mainers who earn less than a liveable
wage; and

7. Examine the economic impact to the State of a liveable wage, including potential effects
on job creation or loss; costs of goods and services; competitiveness of Maine businesses
in other states; government spending on social services; tax revenue; and whether a
mandated liveable wage would continue to drive up the costs of goods and services,
which would in turn drive up the liveable wage.

Resolve 2005, Chapter 128 required the Commission to submit a report to the Second
Regular Session of the 122nd Legislature by December 7, 2005. The Legislative Council,
pursuant to Chapter 128, section 9 granted two extensions of time to complete the study - first,
until January 15, 2006 and second to February 1, 2006. The resolve authorizes the Commission
to introduce legislation related to its report to the Second Regular Session of the 122nd
Legislature at the time of submission of its report.
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The Commission held 5 public meetings in Augusta on October 5, October 27, November
16, December 7, and December 15, 2005. Presentations were made to the Commission by the
following people:

e John Dorrer, Division of Labor Market Information, Department of Labor
e Christopher St. John, Maine Center for Economic Policy

e Marc Mutty, Catholic Diocese of Portland

e Barbara Van Burgel, Department of Health and Human Services

e Joyce Benson, State Planning Office

e Jerome Gerard, Bureau of Revenue Services

e Kate Dufour, Maine Municipal Association

e Sarah Standiford, Maine Women's Lobby

e Henry Bourgeois, Maine Compact for Higher Education

e Peaches Bass, Department of Labor

e Gene Ellis, Department of Labor, Apprenticeship Program

e Becky Dyer, Department of Education, Adult Education Program

e Dr. James Patterson, Hutchinson Center, University of Maine System
e Jerry Ellis, University of Maine's College Success Programs

e Barbara Howard, University of Maine's Bachelor of University Studies
e Adam Krea, Maine State Housing Authority

e Barbara Donovan, Maine Department of Transportation

e Katherine Reilly, State Economist

e Laurie LaChance, Maine Development Foundation

e Glenn Mills, Department of Labor

e Geoffrey Green, Department of Health and Human Services

e Rick Erb, Maine Health Care Association

e Lisa Pohlman, Maine Center for Economic Policy

e Elaine Clark, Bureau of General Services

e Joe Stupak, Maine Education Association

e Professor Michael Hillard, University of Southern Maine

e Ned McCann, Maine AFL-CIO

1. Background

Early in its deliberations, the Commission recognized the need to identify or define a
"liveable wage". The Commission reviewed various methodologies for determining a liveable
wage, including the methodology used by the Maine Center for Economic Policy ("MECEP").
The Commission noted there are few differences in the various methodologies and recognized
that the MECEP methodology is solidly grounded. Therefore, the Commission looked to the
MECEP reports on liveable wages as a guidepost in its deliberations. In 1999 MECEP began
producing reports that included a calculation of a liveable wage in Maine. MECEP issued
reports in 1999, 2002 and 2004. MECEP calculates a liveable wage using a basic needs budget
approach. The basic needs budget approach identifies budget items needed for a working family
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to maintain a reasonable standard of living. The methodology used by MECEP to determine a
basic needs budget includes seven expense categories: food, housing, transportation, health care,
child care, clothing and personal care. The method of calculating each of the expenses for
MECEP's 2004 report is attached as Appendix C. MECEP calculates the liveable wage by
dividing the total expenses in a basic needs budget by the number of hours that make up a year of
full-time work. Child care, housing and health care are the highest costs for Maine families in
the basic needs budget.

The most recent MECEP calculation is contained in the report "Getting By: Maine
Livable Wages in 2004". The 2004 calculation identifies a statewide liveable wage for a single
person household at $9.23; a single parent, 1 child household at $14.84; a single parent, 2
children household at $18.15; a two parent (1 earner), 2 children household at $14.69; and a two
parent (2 earners), 2 children household at $11.51 times two. Table 1 shows the 2004 estimated
liveable wages per household by family size in Maine counties and metropolitan statistical areas
as identified by MECEP.

Table 1.

Single Single Single Two Two parents

Person parent, parent, parents (2 earners),

1 child 2 children (1 earner), 2 children
2 children

Statewide Average 9.23 14.84 18.15 14.69 (2x) 11.51
Androscoggin 8.73 13.96 17.44 14.03 (2x) 11.15
Lewiston/Auburn MSA 8.64 13.59 17.16 13.69 (2x) 11.01
Aroostook 8.56 11.37 14.78 13.60 (2x) 10.77
Cumberland 9.43 16.02 19.42 15.29 (2x) 12.13
Portland MSA 10.41 17.32 20.76 16.78 (2x) 12.77
Franklin 8.56 11.90 17.00 13.53 )2x) 10.91
Hancock 8.96 13.93 17.26 14.00 (2x) 11.06
Kennehec 8.90 11.71 14.25 13.74 (2x) 10.59
Knox 8.86 14.55 17.82 14.14 (2x) 11.34
Lincoln 9.31 14.84 18.97 14.05 (2x) 11.91
Oxford 8.56 11.90 14.97 13.53 (2x) 10.86
Penobscot 8.56 11.90 15.03 13.53 (2x) 10.89
Bangor MSA 8.97 14.16 17.47 14.22 (2x) 11.16
Piscataquis 8.56 13.98 17.59 13.59 (2x) 11.23
Sagadahoc 9.75 15.13 18.45 15.29 (2x) 11.65
Somerset 8.62 11.37 14.46 13.53 (2x) 10.66
Waldo 8.56 13.90 17.54 1353 (2x) 11.20
Washington 8.56 11.87 14.90 13.53 (2x) 10.83
York 9.21 15.21 18.69 14.95 (2x) 11.76
Portsmouth-Kittery MSA 10.96 17.37 20.88 17.29 (2x) 12.84

*Source: "Getting By: Maine Livable Wages in 2004", Maine Center for Economic Policy

Using the MECEP calculations, the Commission requested the Department of Labor to
provide data regarding hourly wages for Maine residents. The Department of Labor submitted a
report to the Commission dated November 4, 2005 and titled, "Maine Occupational Wage
Analysis, Developed for the Study Commission Regarding Livable Wages"”. The Department of
Labor data indicates that the mean hourly earnings of the 595,120 Mainers employed statewide
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in 2004 were $15.83. Median or mid-point earnings were $12.98. Two hundred ninety seven
thousand five hundred and sixty (297,560) Mainers earned between $9.43 and $19.14 per hour.
Fifty-nine thousand five hundred and twelve (59,512) earn less than $7.42 per hour, while an
equal number earn at or above $26.76 per hour.

The Department of Labor data also indicates that median wages are higher in southern
Maine with earnings of workers employed in the Portsmouth-Rochester PMSA (includes towns
of Berwick, Eliot, Kittery, South Berwick and York) of $14.61. The Portland MSA ranked
second with median hourly earnings of $14.02. In the "Northeast Balance of State" which
includes the counties of Aroostook, Hancock, Penobscot, Piscataquis and Washington, median
hourly earnings of the 82,810 workers were $11.53.

According to the Department of Labor report, statewide median hourly earnings of
workers employed in federal, state or local government establishments were above those of their
private-sector counterparts. Median hourly earnings of workers employed in the private sector
were $12.36 per hour. Federal workers had median hourly earnings of $22.06. State workers
had median hourly earnings of $16.68 and local government workers had median hourly
earnings of $14.44. Public universities, community colleges and state-owned hospitals were
included in state government data. Public schools and several hospitals were included in local
government data.

I11.  Findings and Recommendations

| Liveable Wage and Basic Needs Budget |

1) Define liveable wage using a basic needs budget.
As noted above, the Commission reviewed various methodologies for determining a
liveable wage, including the methodology used by the Maine Center for Economic Policy.
Currently, the Maine Center for Economic Policy calculates a liveable wage using a basic
needs budget. The basic needs budget approach identifies budget items needed for a
working family to maintain a reasonable standard of living. The methodology used by the
Maine Center for Economic Policy to determine a basic needs budget includes seven
expense categories: food, housing, transportation, health care, child care, clothing and
personal care. The liveable wage is calculated by dividing the total expenses in a basic
needs budget by the number of hours that make up a year of full-time work.

The Commission as a whole supports the methodology utilized by the Maine Center for
Economic Policy and a majority of the Commission recommends that the Legislature enact
legislation that directs the Maine Department of Labor to annually calculate the liveable
wage per household by family size in Maine counties and metropolitan statistical areas
using the methodology developed by the Maine Center for Economic Policy and to annually
report the calculation to the Legislature. One member of the Commission objected to
placing the methodology in statute.
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In addition, a majority of the Commission recommends that the Legislature enact legislation
that provides that, unless otherwise specified in legislation, "liveable wage™ means the
statewide average liveable wage for a single parent, 1 child household as determined by the
Department of Labor in the department's most recent annual report.

Draft legislation to implement these recommendations is attached as Appendix D.

| Earned Income Tax Credit|

2)

Expand the Maine state earned income tax credit.

In 2000, Maine enacted a non-refundable state earned income tax credit ("EITC") at 5% of
the federal EITC. Maine's EITC was reduced from 5% to 4.92% in tax years 2003, 2004
and 2005, but returns to 5% in 2006. Maine's EITC program at 4.92% of the federal EITC
provides at most $128 a year to a household. According to the Bureau of Revenue Services,
under Maine's credit the following parameters apply:

For taxpayers with no children:
e For single taxpayers with no children the maximum state benefit is $6 for incomes
starting at $9,800 and is fully phased out by $11,400.
e For married taxpayers with no children there is no state benefit.

For taxpayers with 1 child:
e For single taxpayers with 1 child the maximum state benefit is $99 and the credit
starts for incomes at $14,900 ($41 benefit) and is fully phased out at $30,300.
e For married taxpayers with 1 child the state benefit is $82 and the credit starts for
incomes at $18,800 ($42 benefit) and is fully phased out at $31,300.

For taxpayers with 2 or more children:

e For single taxpayers with 2 or more children the maximum state benefit is $128 and
the credit starts for incomes at $17,800 ($42 benefit) and is fully phased out at
$34,500.

e For married taxpayers with 2 or more children the maximum state benefit is $108
and the credit starts for incomes at $21,600 ($41 benefit) and is fully phased out at
$35,500.

In addition, Maine's EITC is not refundable. A non-refundable credit limits the amount of a
credit to a family's income tax liability. It allows taxpayers to benefit only to the extent that
they owe taxes. It can reduce a family's taxes to zero, but if a family does not owe any
taxes, they do not benefit from the credit. A refundable credit is one in which a family
receives the full amount of the credit that exceeds the family's income tax liability. If the
amount of the EITC exceeds the amount of income tax owed, the difference is paid back to
the taxpayer in the form of a rebate. Of the 18 states that have created state EITC's based
on the federal credit, 13 (Colorado, District of Columbia, Illinois, Indiana, Kansas,
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Maryland, Massachusetts, Minnesota, New Jersey, New York, Oklahoma, Vermont and
Wisconsin) are refundable.*

One of the fundamental issues of concern to the Commission is enabling people to have
more disposable income. Therefore, a majority of the Commission recommends that the
Legislature enact legislation that expands the Maine state earned income tax credit to 30%
of the federal EITC and makes the credit refundable. (Draft legislation to implement this
recommendation is attached as Appendix E.) The Maine Bureau of Revenue Services
estimates that expanding the Maine state earned income tax credit to 30% of the federal
EITC and making it refundable would cost approximately $42.6 million. (One member of
the Commission, Peter Gore, abstained from voting. The member neither opposes nor
supports the proposal at this time but believes expansion of the state EITC should be
discussed in a broader tax policy context.)

| Child Care and Adult Care |

3)

4)

Increase access to affordable child care.

Affordable, quality child care is not abundant in Maine. A Maine Community College
Survey in 2001 found that one in five of those who want to go back to school cited no child
care as an obstacle to college.? In addition, access to child care for Maine's workforce is
generally cited as a barrier to employment. The Commission recommends that further
study of child care issues be undertaken to identify potential solutions to the child care
issues that are obstacles to Mainer’s entering the workforce and to Maine's low-wage
workforce attending higher educational institutions.

Increase commitment to subsidized child care.

According to an estimate from the Department of Health and Human Services Office of
Child Care and Head Start there are approximately 27,250 children in the state who are
eligible for child care subsidies but only 13,045 children who receive subsidies. Others in
the field note that this is a conservative estimate and suggest subsidies are available to less
than one-third of eligible low-income families.>  The Commission recommends that the
state increase its commitment to subsidized child care to ensure that at least 70% of eligible
children have access to subsidies by 2008, ensuring quality, affordable child care for more
Maine children. The Commission also recommends that the Department of Health and
Human Services be directed to report to the Legislature, by December 15, 2006 and
annually thereafter, on how the department proposes to reach the goal of at least 70% of
eligible children having access to subsidies by 2008. Draft legislation to implement this
recommendation is attached as Appendix F.

! Center on Budget and Policy Priorities, May 14, 2004 "A Hand Up, How State Earned Income Tax Credits Help
Working Families Escape Poverty in 2004".

2 Maine Center for Economic Policy "Access to Education and Good Jobs: The Way Life Should Be in Maine."

® Presentation of Sarah Standiford, December 15, 2005.
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5)

6)

Achieve conformity with federal tax laws in the area of children.
Maine tax laws are not in conformity with the federal tax laws in the following areas:

1. Child care credit. Maine has an income tax credit equal to 21.5% of the federal child
and dependent care credit. The credit was 25% before 2003 and returns to 25% in 2007*;

2. Personal exemption (for all filers and dependents). Maine's personal exemption for 2005
is $2,850. The federal personal exemption is $3,300; and

3. Child tax credit. There is a federal child tax credit. The federal child tax credit is a
$1,000 credit for children under 17.° There is no Maine corollary.

The Commission recommends that Maine's tax laws be amended to achieve conformity with
federal tax laws regarding the child care credit, personal exemption and child tax credit.
Draft legislation to implement these recommendations is attached as Appendix G. The
Bureau of Revenue Services estimates the cost of the proposed changes to be approximately
$69,950,000.

Support adult care services.

Maine has a growing elderly population. As Mainers age, adult children caring for their
parents are faced with some of the same concerns they deal with in connection with caring
for their young children. As with child care, adult care has a direct impact on a person's
disposable income. The Commission recognizes that access to adult care is important for
Maine's workforce and recommends that the Department of Health and Human Services,
Office of Elder Services review how child care programs can be used as a model for
providing adult care programs.

7)

Provide greater access to health care.

Many Maine families do not have access to health insurance. Low wage jobs do not
typically provide health insurance benefits and individual insurance is costly. The
Commission recognizes that health care is one of the major budget items in the basic needs
budget and recommends that the State take steps to ensure the provision of adequate health
insurance at a reasonable price to Maine residents. Such steps could include:

e Expanding MaineCare by re-opening the waiting list for non-categorical adults and
increasing eligibility for them to 125% of the federal poverty level.® Currently, the

*36 MRSA 5218.

* IRC section 24.

® In 2002, the Legislature expanded MaineCare to provide that even if a person does not fit into one of the specific
groups or "categories" that are eligible for MaineCare, that person is eligible if they are 20 to 64 years of age and
their family income is below or equal to 125% of the federal poverty level. However, the Commissioner of Health
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maximum eligibility for non-categorical adults is 100% of the federal poverty level.
In addition, enrollment for non-categorical adults is suspended.

e Exploring ways to support Maine businesses in providing health insurance to
employees.

e Continuing or undertaking studies of health insurance costs and rates, including
ways in which Dirigo Health could be used to contain costs.

| Affordable Housing |

8) Promote affordable housing.
Affordable housing is not adequately available for families in Maine. Many households
have a difficult time paying for housing, one of the major budget items in the basic needs
budget. In 2004, house prices in Maine were almost 5 times the annual household income.?
According to the Maine State Housing Authority ("MSHA"), 66% of Maine households
cannot afford to buy a median priced home. Also, according to MSHA, 61% of Maine
households cannot afford to rent the average 2 bedroom rental. In connection with assisted
rental housing, Maine has 45,035 non-elderly households with incomes below 50% of the
area median income. There are 22,239 subsidized rental units to serve them, leaving a
shortage of 22,796. The Commission recognizes that the lack of affordable housing is a
major barrier to an individual's ability to meet a basic needs budget.

The primary source of state funding for affordable housing in Maine is a dedicated portion
of the real estate transfer tax that is allocated to the Housing Opportunities for Maine
(HOME) Fund. The transfer tax is assessed on the sale of real property. Ten percent of the
tax stays with the county that collects the tax as an agent fee. The 90% that is forwarded to
the State is split evenly between MSHA and the General Fund. Currently, each year of the
biennium the first $7,500,000 of MSHA's share is redirected to the General Fund. The
Commission recommends that the Legislature make it more difficult to redirect funds from
MSHA's share of the real estate transfer tax.

and Human Services was authorized to lower the maximum eligibility level to provide coverage to as many persons
as possible within the program budget (22 MRSA 3174-G, sub-1, para F.

" One opportunity for exploration may be to use the Employment Tax Increment Financing (ETIF) program for
guidance in designing a similar program for employers who provide health insurance to their employees. Under the
program, an eligible company would be required to be a for-profit Maine business, other than a public utility. In
addition, to be a qualified business, the company could not exceed 100 full-time employees and would be required
to provide those workers with access to group health insurance. To be an eligible employee, the employee would be
required to be a full-time employee that participates in the group health insurance provided by the employer. The
HITIF program would be available to assist in the financing of the provision of health insurance to employees by
the employer. An HITIF-approved business would be reimbursed 30%, 50% or 75% of the state income tax
withholdings paid by qualified employees for up to ten years. The amount of annual payments could be based upon
the percentage of the employer contribution to the health care premium as well as the level of coverage (high co-
pay, high deductible, etc.

8 "Measures of Growth 2005", Maine Development Foundation.
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9)

Expand property tax related/circuit breaker benefits.

Housing is a major component in a basic needs budget. To alleviate some of the burden
borne by Maine residents in connection with this key component, the Commission
recommends changes to the Maine Residents Property Tax Program (also known as the
""circuit breaker" program).

The circuit breaker program gives cash back to people with low incomes who have high
property taxes or rent. The program reimburses single-person households and multi-
member households. Currently, under the program nonelderly households can receive a
maximum refund of $2,000. The Commission recommends that the Legislature increase the
maximum refund amount for homeowners under the circuit breaker program from $2,000 to
$5,000.

The circuit breaker program is also applicable to renters. Renters are eligible for benefits to
the extent that 20% of their rent paid is treated as the equivalent of property tax. The
Commission recommends that the Legislature increase the renters benefit under the circuit
breaker program from 20% to 22%.

The Bureau of Revenue Services estimates the cost of these changes in the circuit breaker
program at approximately $20,600,000. Draft legislation to implement these
recommendations is attached as Appendix H.

| Education and Training |

10) Increase access to education and training.

Education and training are the cornerstones and fundamental building blocks for earning
higher wages. The lack of education and training is often a barrier to earning a liveable
wage. In addition, it is paramount to have educated residents in order to have a viable
workforce. The Commission is aware that several groups are studying issues related to
higher education and training for Maine's workforce and supports the continuation of those
efforts. In addition, a particular concern of the Commission is ensuring that support
services are available to enable people to fully take advantage of educational opportunities.
The Commission supports an increase in access to workforce support services, such as child
care and transportation. As a general policy, the state should commit the necessary
resources to ensure that every person in the state has access to the education and training
(and related support services) that are necessary to earn a liveable wage. Additionally, the
Commission recommends that the State make a 10-year commitment to increasing access to
post secondary education (including access to adult education and access through tax
incentives for employer initiatives) through a series of bonds.
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| Economic Development |

11)

12)

Support funding for economic development.

According to the Maine Development Foundation's "Measures of Growth 2005", Maine's
progress has outpaced New England and U.S. averages over the past few years on each of
the performance measures of personal income, gross state product and employment. That
report also notes that Maine income levels remain approximately 8% below the U.S.
average and that employment increased overall from 2003 to 2004 with the number of
manufacturing jobs decreasing and government and non-manufacturing jobs increasing.
The types of jobs available in Maine have changed over the past 50 years. In 1950, half of
all jobs related to manufacturing. Today one in nine jobs is in manufacturing® and service-
providing industries now employ 84.2% of Maine's workforce.'® In addition, globalization
is having an impact on the Maine economy. People in Maine buy and sell products and
services all over the world.

The Commission recognizes that Maine people are the engine for the Maine economy. The
Commission also recognizes that economic development is a crucial and fundamental
component of any strategy for moving Maine workers toward earning a liveable wage. The
Commission recognizes the importance of a strong economy to both individual households
and communities. The Commission recommends that the state make a commitment to
funding economic development initiatives through the use of all funding sources, including
bonds and the General Fund. The Commission specifically recommends that there be a link
between education and economic development. Maine workers need jobs, but there needs
to be an educated workforce to fill the jobs. The Commission recognizes the need to create
longterm sustaining jobs that create more jobs.

Utilize wage information in state investment decisions.

The Commission recognizes that the state should be a leader in moving employers toward
providing liveable wages, particularly when state dollars are utilized. Therefore, a majority
of the Commission recommends that when public dollars are invested to help specific
businesses, the wages paid to the employees of those businesses should be considered. In
addition, a majority of the Commission recommends that when state dollars are invested,
priority should be given to investments in businesses that pay higher wages.

| State Contracting |

13) Include payment of liveable wage in state contracting process.

In 2003, the Legislature enacted 5 MRSA 81825-B, sub-811 that requires the state to adjust
bid prices for personal services to take out the employee health insurance and retirement
cost factor and then evaluate all contracts on that equivalent basis. Under the law, the state

® Measures of Growth 2005, Maine Development Foundation.
19 presentation to the Study Commission Regarding Liveable Wages, Catherine Reilly, State Economist, State
Planning Office.
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develops a fair basis for price comparison to level the playing field in the bid evaluation
process for employers that offer health and retirement benefits. The law is intended to
ensure that employers who offer health insurance are not disadvantaged when they bid on a
contract for state work. A majority of the Commission believes that employers who are
paying liveable wages to their employees should also not be disadvantaged and
recommends that the state adjust bid prices for personal services to take into account
liveable wages that are paid by bidding employers. Draft legislation to implement this
recommendation is attached as Appendix 1.

| Minimum Wage |

14) Increase the state minimum wage.

As of October 2005, Maine's minimum wage is $6.50. A bill carried over to the Second
Regular Session of the 122nd Legislature* proposes to increase the minimum wage to
$7.00 per hour over a 2-year period. A majority of the Commission recommends increasing
the minimum wage to $7.00 per hour over a 2-year period, but because a bill is pending
before the Legislature, the Commission chose not to submit legislation. In addition, the
Commission recommends that the joint standing committee of the Legislature having
jurisdiction regularly review the minimum wage and consider updating it and/or indexing it
for inflation.

| Public Transportation |

15) Promote transportation.

Working in general is expensive and transportation as one of the major budget items in a
basic needs budget can be especially expensive. The Commission recognizes that lack of
transportation may prevent some people from working and recommends that the state
explore options for expanding access to transportation, including expanding access to public
transportation.

| People with Disabilities |

16) Increase participation of people with disabilities.

According to the Maine Development Foundation's "Measures of Growth 2004", in 2000
only 42% of people with disabilities who were not institutionalized participated in the
Maine workforce. The Commission recognizes that the contribution of all Maine residents
is required for a strong state economy and that more action is needed to create employment
opportunities for people with disabilities and to remove some of the difficulties they face in
gaining employment. The Commission also recognizes that the State should be a model
employer in connection with hiring people with disabilities and by fully funding the
vocational rehab program.

1D 235, An Act to Increase the Minimum Wage.
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| Asset Building |

17) Promote asset building.
The Commission recognizes that enabling low-income families to accumulate and preserve
assets is an important component of assisting low-income individuals to get ahead. Asset
poverty has social and economic costs. Studies indicate that asset poor families often rely
on the public resource system. That system often discourages savings and investment by
having asset limits that penalize families who save. The social and economic benefits that
accrue to families and communities from increased asset investments include increased
educational attainment, civic participation, positive health outcomes and potential fiscal
benefits from reducing dependence on public resources.® Some of the strategies utilized by
other states to assist individuals in asset building include improving and expanding access
to financial education, increasing affordable homeownership opportunities, raising or
eliminating current asset limits in public benefit programs, expanding access to and state
support for Individual Development Accounts*® , promoting a state earned income tax
credit, creating new savings opportunities for higher education, supporting children's
savings accounts, increasing access to retirement savings opportunities, and implementing
antipredatory lending measures.** The Commission recognizes the importance of asset
building for low-income families and, in particular for low-income women, and encourages
further study of the issue.

Unionization

18) Study the impact of unionization.

The Commission received information from Professor Michael Hillard that indicated that
unionization can be a tool for securing higher wages. One study published by the Economic
Policy Institute®, indicated that unionization raises wages for unionized workers by at least
20% and raises overall compensation by 28%. In addition, unionization reduces wage
inequality because it raises wages most for low wage, low skilled workers.'® Also,
unionization’s greatest impact is on benefits, not wages — improvements in various benefits,
such as paid leave, employer provided health insurance and pensions range from 18 to 54%.
A majority of the Commission recommends establishing a study committee to study:

e State and federal policies and practices regarding unions and how those policies and

practices contribute to an increase or decrease in unionization;
e The impact on the State of decreased unionization; and
e The effects of unionization on wages and benefits in Maine.

12 "Promoting Economic Security for Working Families" Heather McCulloch, 2005.

3 An Individual Development Account is a matched savings account designed for low-income individuals with use
restricted to high-return investments, such as buying a home or paying for post-secondary education.

4 "Promoting Economic Security for Working Families" Heather McCulloch, 2005.

15 Mishel and Walters 2003.

1° Freeman and Medoff 1984; Freeman 2005.
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Membership on the study committee should represent as broad a spectrum of interests as
possible.

19) Increase wages.
The Commission recognizes the need to increase the wages of Maine residents. The
Commission also recognizes the responsibility of the State to ensure that people who do
similar jobs are similarly paid. The importance of the state's "equal pay for equal work" law
cannot be understated and the Department of Labor should be directed to enforce the current
law to ensure equal pay for equal and comparable work."’

For Maine workers to earn a liveable wage, the Commission recognizes that wages must be
increased. As a first step, the Commission believes that government should be a model in
providing liveable wages. To accomplish the goal of increasing the wages of Maine
workers to a liveable wage, the Commission makes the following recommendations:

a. Develop a five-year plan to increase the wages of all state workers up to a liveable
18
wage;

b. Develop a five-year plan to increase the wages of all health care related workers up
to a liveable wage. The five-year plan should include:

(i) Regulation reforms that could save health care related employers money and
enable those employers to put those savings toward the payment of higher
wages;

(i) Regulation reforms that could balance current requirements in the health care
field, so that money could be available to go toward higher wages; and

(iii) The creation of wage parity among people who do similar jobs.

The recommended reforms should be designed so they are not detrimental to the

provision of health care and to ensure that savings go toward increased wages; and

c. Develop a ten-year plan to increase the wages of all municipal, county, school
system, university system and community college employees up to a liveable wage.

Draft legislation to implement these recommendations is attached as Appendix J.
In addition to the above recommendations, four of the Commission members believe that all

employers should be required to pay liveable wages to all workers. This group recommends
that the requirement to provide liveable wages be incremental and phased in by employer

1726 MRSA §628 provides that no employer in Maine may "discriminate between employees in the same
establishment on the basis of sex, by paying wages to any employee in any occupation in this State at a rate less than
the rate at which the employer pays any employee of the opposite sex for comparable work on jobs that have
comparable requirements relating to skill, effort and responsibility".

'8 The Commission recognizes there may be issues arising around collective bargaining.
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category (e.g. - State, municipal and public educational institutions; State and municipal
contractors; recipients of public resources; larger private employers; all employers) to
eventually include all employers.
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APPENDIX A

Authorizing Legislation (Resolve 2005, chapter 128)



APPENDIX B

Membership list, Study Commission Regarding Liveable Wages



APPENDIX C

Maine Center for Economic Policy Method for Calculating Basic Needs Budget Expenses



APPENDIX D

An Act To Implement Recommendations of the Study Commission Regarding Liveable
Wages Concerning the Definition of a Liveable Wage



APPENDIX E

An Act To Implement Recommendations of the Study Commission Regarding Liveable
Wages Concerning the State Earned Income Tax Credit



APPENDIX F

Resolve, to Implement Recommendations of the Study Commission Regarding Liveable
Wages Concerning Subsidized Child Care



APPENDIX G

An Act To Implement Recommendations of the Study Commission Regarding Liveable
Wages Concerning Conformity with Federal Tax Laws



APPENDIX H

An Act to Implement Recommendations of the Study Commission Regarding Liveable
Wages Concerning the Circuit Breaker Program



APPENDIX |

An Act to Implement Recommendations of the Study Commission Regarding Liveable
Wages Concerning the State Contracting Process



APPENDIX J

Resolve, to Implement Recommendations of the Study Commission Regarding Liveable
Wages Concerning Plans to Increase Wages to Maine Workers





