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Executive Summary
On October 5, 2011, thirty-one Chicago aldermen introduced the Stable Jobs,
Stable Airports Ordinance to amend Chapter 2-92 of the Municipal Code of the
City of Chicago. The full text of this proposed ordinance is contained in the
Appendix. In summary, the ordinance is intended to:
• Ensure airport concessions workers’ jobs are not disrupted if the city brings in a
new contractor.
• Require companies wanting to do business at Chicago airports to agree to
avoid labor disputes, protecting travelers and City revenue.
• Ensure that airport concessions workers are paid at least the Chicago Living
Wage ($11.18) that the City requires of other contractors.
This study evaluates the likely benefits and costs of these requirements for
airport workers, employers and consumers and for the City of Chicago, which
depends on concessions revenues.
Benefits

The most direct benefit would accrue to those airport concessions workers
who would be covered by the Living Wage Ordinance. We estimate that 1,600 of
the 2,400 concessions workers at the two Chicago airports would increase their
wages an average of approximately $2 an hour. This would be an increase in
annual income of about $4,000 per full-time worker covered, from roughly
$18,000 to $22,000 a year. While many researchers suggest that these higher
incomes would still not meet a minimally adequate standard of living, these
increased wages would nevertheless have a substantial positive impact on these
workers’ lives and their families’ well-being.
Whereas the vast majority of these workers live in the City of Chicago, most
concessions revenues (roughly 75%) come from customers who live outside the
metropolitan area and most concessions profits (also roughly 75%) leave the
region. Therefore, the living wage component of the ordinance would have a
stronger impact on the local economy than if most customers and companies
were local. We estimate that there would be a net annual increase in local
purchasing power of between $3 million and $8 million per year, using the
Congressional Budget Office’s estimates of economic multipliers. Our expectation
is that this infusion of economic activity would most likely be at least $6
million per year.
Most of this additional purchasing power would be spent locally, resulting in
substantial increases in sales tax revenues for the city and Cook County as well as
substantial increases in income and sales tax revenues for the State of Illinois.
Cost

The first two provisions of the Amendment – those designed to ensure
employment stability and labor peace – should lead, in combination with the
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wage increase, to increased productivity and to improvements in the quality of
customer service at the airports. Thus, the only cost involved in the ordinance is
the coverage of airport concessions workers by the City’s Living Wage Ordinance.
We estimate that the aggregate cost of covering concessions workers at O’Hare
and Midway under the city’s Living Wage is $6.9 million. This could be paid for in
one of three ways:
• If the entire $6.9 million were taken out of company profits, we estimate a
reduction of total profits of 14% to 16% at O’Hare and 23% to 27% at Midway.
Despite these reductions, concessions companies at both airports would still
enjoy above-average profit margins compared to “on the street” counterparts –
that is, stores located outside airports.
• If the entire $6.9 million were passed on to customers through price increases,
we estimate that each travelling customer would pay an additional 16 cents
per trip at O’Hare and an additional 21 cents per trip at Midway.
• Decreases in turnover resulting from the ordinance will reduce unit labor costs,
thereby reducing some of the pressure on both profits and prices. We estimate
that the reduction in “break in” and training costs will pay for more than
$700,000 of the increased aggregate cost based simply on the likelihood of
reduced turnover in the workforce. Other less measurable productivity
advantages of retaining experienced workers would increase this offset further.
We conclude that the increased labor costs incurred by covering airport
concessions workers under the city’s Living Wage policy can easily be
accommodated by some combination of small reductions in profits, small
increases in prices, and expected improvements in turnover and other
productivity benefits.
Conversely, the benefits for these workers and for the airports are
unquestionably large, and the benefits for the Chicagoland economy and local
government revenues are substantial.

For identification purposes only, Dr. Parks and Dr. Sites are both Associate Professors in the
School of Social Service Administration at the University of Chicago; Dr. Metzgar is Professor
Emeritus of Humanities at Roosevelt University, and Dr. Baiman is Director of Budget and Policy
Analysis at the Center for Tax and Budget Accountability.
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Introduction
Minimum wage laws such as the Chicago Living Wage Ordinance are widely
supported by the public based on a common-sense moral belief that nobody
should work full-time and yet remain in poverty. Indeed, there is a strong public
moral conviction that anybody who works full-time on a consistent basis should
have a “decent standard of living” – usually defined as a standard well above
official federal government poverty rates.1 The authors of the present study agree
with this broad moral standard, but recognize that raising wages through
legislation has costs that need to be considered when the government intervenes
to achieve more just and socially beneficial results than labor markets would
achieve on their own. Thus, this study attempts to assess the costs and benefits of
the proposed Amendment to Chapter 2-92 of the City of Chicago’s Municipal
Code, with emphasis on the potential costs of the Living Wage portion of the
Amendment, who would pay those costs, and how they might be distributed.
In this assessment, we are hampered by the lack of detailed data on current
wages and profits at O’Hare and Midway airports. The City’s Department of
Aviation could require aggregate wage and profit data from airport
concessionaires, but either has not done so or will not share such data with the
public.2 In place of this information, the following report relies on publicly
available data on aggregate sales at both O’Hare and Midway.3 These data enable
us to estimate the effects of the proposed Amendment on prices and profits, but
it should be noted that in the absence of detailed breakdowns from
concessionaires these estimates are approximations.
Given these restrictions on available data, we hope the following estimates of
costs and benefits will stimulate the Department of Aviation to collect and
disseminate the kinds of data that would allow a more rigorous economic costbenefit analysis. In the meantime, however, this study attempts to model the
various costs and benefits that should be taken into account and to provide the
best estimation of those tradeoffs in light of data limitations. In doing so, we
conclude that the aggregate costs imposed by the proposed Amendment can be
distributed among employers and customers with relatively small adverse effects.
Focus of the Study

The following analysis centers on the likely impacts of extending the Chicago
Living Wage Ordinance to cover airport concessions workers. The Labor Stability
and Labor Peace provisions of the Amendment4 are not the focus of our study
because they do not impose direct costs in order to achieve their intended
benefits. The Labor Peace provision would help ensure against disruptions to
concessions revenues and to the smooth daily operation of the airports. The
Labor Stability provision would benefit current airport concessions workers by
providing a modicum of job security when the Department of Aviation changes
concessions contractors.
In addition, the Labor Stability provision will undoubtedly reduce the costs of
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turnover in the workforce, which could substantially benefit the concessions
companies as well as the quality of service at the airports. According to the
American Management Association, “The cost of hiring and training a new
employee can vary from 25 percent to 200 percent of annual compensation.“5
Applying the lower bound cost-savings estimate of 25%, turnover reductions at
O’Hare and Midway could generate a savings of $4,500 for each employee who
continues working at the airport rather than being displaced or leaving for another
job (assuming a current average annual compensation of at least $18,000 for
Chicago airport concessions workers). The Labor Stability provision would prohibit
the kinds of mass layoffs that sometimes occur when airport concessions
contracts change, while still allowing employers to fire and layoff individual
employees for cause. The Labor Stability provision also guards against the kinds
of transitional quality-of-service declines that can happen as a result of large
turnovers in customer-service workers.
Below we attempt to calculate the benefits of reduced turnover as part of the
effects of paying higher wages at the airports, but the Labor Stability and Labor
Peace provisions will certainly enhance these effects, benefitting the airports, the
City and the travelling public.
The remainder of this study focuses on the Living Wage provision of the
Ordinance because it is clearly both the most powerful and most costly part of
the proposed Amendment.

Cost of Covering Airport Concessions Workers
Under the Chicago Living Wage
For more than a decade the City of Chicago has had a Living Wage Ordinance
that requires contractors with the City who have more than 25 employees to pay
all their workers a minimum “living” wage. The Chicago Living Wage, periodically
adjusted for inflation, is now $11.18 an hour. Other contracted workers at the
airports, such as janitors and security guards, are covered by the Living Wage
Ordinance, but the concessions workers are not. The proposed Amendment
would cover these workers.
The cost of covering airport concessions workers under the Chicago Living
Wage would be borne initially by the companies who employ them, but these
companies (no matter who they are) would naturally try to pass those costs on to
their customers through price increases. Unlike most other businesses, the airport
concessions companies are in a very strong position to be able to do that. Airline
passengers are a captive audience as they wait for their planes to depart. Thus,
concessions companies compete only with other concessionaires at the airport,
not in a larger market where customers can choose from a broader array of
products and providers. Although it might seem to passengers that there are a
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wide variety of companies providing food service — for example, Starbucks,
Wolfgang Puck, Burger King, Sbarro, Quiznos, and Chili’s – the franchisee for all the
aforementioned outlets at O’Hare is actually the same company, HMS Host.
Indeed, though there are some 40 concessions companies at the two airports,
many are too small (with fewer than 25 employees) to be covered by the Chicago
Living Wage Ordinance, while the five largest companies account for 70-75% of
total concessions sales. This is not enough competition to constitute anything
close to a “free market.” Though economic circumstances may vary company by
company, in general the airport concessions companies have substantial market
power that should allow them to pass on all or most of their increased costs to
customers at the airport.
What would the total cost of a Living Wage for airport concessions workers
be? In the absence of workforce and wage data from the Department of Aviation,
UniteHere Local 1, which represents many of these workers, provided the
following estimates: numbers of workers currently employed in airport
concessions at the two airports; numbers of workers currently making less than
$11.18 per hour; and an average of how much less than $11.18 per hour these latter
workers are currently making. The numbers we used to calculate aggregate total
cost are as follows:
• 2,400 total concessions workers
• 1,600 of these workers currently are being paid less than the Chicago Living
Wage – 1,170 at O’Hare and 430 at Midway
• On average these 1,600 workers are making $9.18 an hour, or $2 less than the
Chicago Living Wage6
• 1600 workers X 2000 hours a year X $2 an hour = $6.4 million + 7.65% in
increased employer-side payroll taxes (Social Security and Medicare) = $6.9
million
Based on these data, there are substantial differences in pay between O’Hare
(where most union members are) and Midway. Thus, the cost estimates for the
two airports are somewhat different. Because O’Hare is much bigger, the absolute
cost of the wage increase would be much larger, but because a larger proportion
of Midway workers are farther below the Chicago Living Wage, the percentage
increase in the costs would be more. Here are our estimated costs for the two
airports:
• O’Hare: 1,170 workers X 2000 hours a year X $2 an hour = $4.7 million + 7.65% in
increased employer-side payroll taxes = $5 million
• Midway: 430 workers X 2000 hours a year X $2 an hour = $1.7 million + 7.65% in
increased employer-side payroll taxes = $1.9 million
These estimates allow us to calculate potential increases in prices, decreases
in company profits, benefits to workers and to the Chicago economy.
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Potential Benefits to Workers and to the Chicagoland Economy
Living Wage laws necessarily cover low-wage workers, workers who are much
more likely to spend additional income gains on basic goods and services than
they are to eschew these necessities for the purpose of saving. For this reason,
wage increases among low-wage workers are much more economically stimulating
than wage increases to more highly paid workers, who have a higher propensity to
save and invest rather than spend.
The Congressional Budget Office (CBO) estimates that one dollar in
government transfer payments to individuals – in unemployment compensation,
food stamps, or student financial aid, for example – results in increased economic
activity of 80 cents to $2.20 (whereas a tax cut of one dollar for “higher-income
people” results in an increase of only 10 to 50 cents).7 This is because low-income
individuals have a greater propensity to spend any additional money they receive
than do middle- and high-income people. The same is certainly true of low-wage
workers, and though we cannot assume that the macroeconomic multiplier is
exactly the same for them as for the unemployed or for people on food stamps,
we can use the wide range of macroeconomic multipliers the CBO provides to
estimate the economic impact on the Chicagoland economy of covering 1,600
airport concessions workers under the Chicago Living Wage.
We begin with the $6.4 million these workers would receive in increased
wages and then subtract the 20% they might pay in payroll and income taxes. This
results in an increase of $5.1 million in take-home pay – or, from a macroeconomic
perspective, $5.1 million in increased local spending power. We then subtract any
reductions in local spending power that would result from airport customers who
are Chicagoland residents and who might pay higher prices at the airport as a
result of the wage increase and from airport concessions companies that are
based in the Chicago area and that might have to reduce their profits.
Concessions revenue comes overwhelmingly from departing rather than
arriving passengers, and about 75% of departing passengers at Chicago’s airports
are based outside Chicago.8 Therefore, if concessionaires recover any of the cost
of implementing the living wage by raising prices, only about one-quarter of those
price increases will be borne by Chicago-based travelers.
Likewise, on the company side, approximately 70% of O’Hare and Midway
concessions revenues are controlled by foreign corporations based overseas.
Another 3% of concessions revenues are controlled by U.S. companies based
outside Chicago.9 Another 4% is controlled by small Chicago-area companies
with fewer than 25 employees, and such companies are exempt under the Chicago
Living Wage Ordinance.10 Thus, only 23% of the cost of implementing the living
wage would be borne by Chicago-based companies.11 If the cost of implementing
the living wage were to come entirely from contractor profits, 77% would come
from companies based outside Chicago, the vast majority from companies based
outside the US.
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Net Benefit to Chicago economy
Increase in airport concessions wages

$6.4 million

Less income & payroll taxes (20%)

$1.3 million

Less local share of cost (25%)

$1.3 million

Immediate increase in local aggregate demand

$3.8 million

Net increase in local aggregate demand
Lowest CBO multiplier (0.8x)

$3.0 million

Highest CBO multiplier (2.2x)

$8.4 million

Midrange CBO multiplier (1.6x)

$6.1 million

Thus, regardless of whether the cost is borne by passengers paying higher
prices or by reductions in concessions contractors’ profits, about 25% in each
instance would be drawn from local spending power. Subtracting that 25% from
$5.1 million in increased take-home pay, we arrive at an immediate increase in local
spending power of $3.8 million. Applying the CBO multiplier estimates to that
amount yields a range from $3 million to $8.4 million in increased local
spending power, or what economists call “aggregate demand.” Thus, if the
multiplier effect of covering these workers under the Chicago Living Wage would
be in the middle of CBO’s range (1.6), then the total increase in local aggregate
demand would be $6.1 million per year. To summarize our method for arriving
at these estimates:
• $6.4 million in increased wages minus 20% in payroll and income taxes = $5.1
million in take-home pay
• $5.1 million increase in local aggregate demand (LAD) minus 25% reduction in
LAD resulting from reduced local company profits and/or increased prices for
Chicago-area residents = $3.8 million
• Applying various CBO multipliers to $3.8 million to estimate the net increase in
LAD:
– Lowest CBO multiplier: $3.8 million X 0.8 = $3 million
– Highest CBO multiplier: $3.8 million X 2.2 = $8.4 million
– Mid-range CBO multiplier: $3.8 million X 1.6 = $6.1 million
It should be pointed out that these macroeconomic multipliers are relevant
here because some portion of the costs, whether in reduced profits or increased
prices, is being borne by economic actors outside the Chicago area. If all
customers and all employers at the airports were local, there would be little or no
net increase in local economic activity. Because Chicago is an air transportation
hub, however, not only will most of the cost of the proposed Amendment be
borne by persons and companies outside the Chicago area, but that “outside”
money will enter the Chicago economy as what economists call “exogenous
demand” and it will have a stimulating effect on the area’s economy.
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Based on data from the two largest concessions contractors at O’Hare and
Midway, 83% of airport concessions employees live in the City of Chicago.12 If this
is representative of the concessions workforce as a whole, it is quite likely that the
vast majority of this increase in local aggregate demand would benefit the City
itself, with most of it being spent in the low-income neighborhoods of Chicago
where most of these workers live.
Might these gains be offset, however, by jobs lost at the airport due to a
legislated wage increase? The short answer is: most likely not. The scholarly
literature on minimum wage and living wage regulation finds minimal employment
impacts of such wage increases in competitive markets – with some studies
finding no evidence of job loss and others finding relatively small job losses.13 But,
as we have pointed out, airport concessions is not a competitive market. Job loss
is unlikely if employers are able to absorb the additional costs through price
increases or through some combination of reduced profits and price increases that
have no effect on consumer demand. As we show below, this is clearly the case
with concessions at O’Hare and Midway airports. Increased productivity that is
likely to result from the wage increase could over time reduce employment levels
if consumer demand did not increase. This is highly unlikely, however, given recent
trends as well as the planned air-traffic expansions at the airports. Further,
reductions in turnover and improvements in the quality of service that would
result should increase customer satisfaction and thus encourage repeat business.
A study of similar legislation at the San Francisco Airport (SFO) is not directly
relevant because that legislation affected many workers at the airport who are in
more competitive markets, such as employees of passenger and cargo airlines.
Still, even with a higher living wage that affected a much larger group of workers
at SFO, that study found that there was no significant impact on the number of
jobs at the airport.14
For the 1,600 concessions workers at Chicago airports who would have their
wages increased by an average of $4,000 a year, the benefits are obvious. They
would still be low-wage workers after increasing their average annual incomes
from $18,000 to $22,000, and they would still have incomes insufficient to
support a family of three at a minimally adequate standard of living in Chicago,
according to the Social Impact Research Center’s 2009 study.15 But they would
experience an immediate and substantial increase in their standard of living, as
well as having more secure jobs.
Finally, it should be noted that this large increase in the wages of 1,600 workers
would cost taxpayers nothing. In fact, it would increase income tax revenue for
the State of Illinois and sales tax revenue for the City, Cook County, and the State
as these workers would earn more and spend most of it in the local economy.
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Potential Impact on Productivity and Quality of Service
at the Airports
A $2-an-hour wage increase for the lower-paid portion of the airport
concessions workforce would amount to a 20% increase on average for each of
these workers. This increase can be expected to have fairly dramatic impacts on
turnover, which would likely lead to improvements in productivity and quality of
service. Higher wages generally lead to increases in productivity and quality for
reasons that are not altogether clear, even after decades of scholarly debate.
Increased labor costs, for example, incent employers to seek more productive
organization of work processes; and, besides improving employee morale, higher
wages retain more experienced workers who, even in low-skilled jobs, develop a
range of tacit skills that over time can have substantial benefits for both
productivity and quality.16 But these direct effects on productivity and quality
play out differently across different economic sectors and industries, and in many
of these industries productivity is a lot more difficult to measure than it is in
manufacturing, where most productivity measures were originally developed. The
effects of turnover on “break-in” and training costs, on the other hand, are more
readily predicted.
The American Management Association (AMA) has produced a widely used set
of benchmarks for the impact of worker turnover on employer costs. These range
from 25% of annual compensation to replace a low-skilled worker to as much as
200% to replace the highest-skilled worker. The AMA calculations of costs
include “customer service disruption, emotional costs, loss of morale,
burnout/absenteeism among remaining employees, loss of experience, continuity,
and ‘corporate memory.’”17
As in other areas of this report, we are not able to use data on turnover at the
various concessions companies at the airports. By using the AMA’s turnover cost
benchmarks along with the National Retail Federation’s report on quit rates and
rates of discharge and layoffs,18 however, we can derive some estimates of the
potential labor cost savings involved in passing the proposed Amendment. The
rate of discharges and layoffs in retail trade is about the same as the average
across all industries, but quit rates in retail are substantially higher – 25% in 2010
vs. 16% for “all industries.” Since large wage increases are much more likely to
reduce quit rates than discharges and layoffs, we focus our cost savings analysis
only on quit rates.
If we assume: that annual quit rates at the airport are average for retail trade
(25% per year in a total workforce of 2,400, or 600 employees); that average wages
for those affected after the Chicago Living Wage is implemented would be at
least $22,000; and that the cost savings of retaining an employee is at the AMA’s
lowest estimate (25%) and, thus, $5,500 for each retained employee – then the
labor cost savings that would result from various reductions in quit rates at the
airports would be:
• A 10% reduction would retain 60 additional employees for a savings of $330,000.
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• A 20% reduction would retain 120 additional employees for a savings of
$660,000.
• A 30% reduction would retain 180 additional employees for a savings of
$990,000.
We have no way of predicting how much quit rates might be reduced as a
result of covering such a large number of workers under the Chicago Living Wage,
but there is every reason to think that the reduction in employee turnover would
be very large. The size of the wage increase by itself would make these jobs
considerably more valuable to workers than they are now. But in addition, the
proposed Amendment includes job security and labor peace provisions that
should have positive impacts on reducing discharges and layoffs as well as
employee quit rates. A 30% reduction in overall turnover, saving nearly $1 million
in labor costs, would not at all be surprising, while anything less than a 10%
reduction would be highly unlikely. Indeed, a study of the impact of a broader but
similar 1999 ordinance at the San Francisco Airport documented a 33% reduction
in annual turnover among airport concessions workers.19 Therefore, our best
guess is that implementation of the proposed Amendment covering airport
concessions workers would save companies at least $700,000 in turnover
costs, thereby paying for about 10% of the increased labor costs involved in
covering these workers under the Chicago Living Wage. Over time there would
also be direct productivity and quality-of-service improvements, which are not
estimated here but could be quite substantial.

Potential Impact on Profits
We do not have data on the actual profit levels of airport concessionaires, but
both logic and evidence suggest that their profit margins are well above
comparable retail businesses outside of airports. The logic is based on the relative
lack of competition among concessionaires at the airports, giving these businesses
substantial pricing power not enjoyed by most other retailers. In addition, these
companies’ expenses are less than those of “on the street” counterparts because
airport concessionaires do not need to advertise to attract customers to their
stores and because upkeep costs on spaces at the airports are much less than
costs incurred elsewhere. Indeed, concessionaires at O’Hare and Midway have
three to five times more “sales per square foot (S/SF)” than retail industry
averages. For example, average S/SFs reported by the National Retail Federation
range from $225 to $528 per square foot20 — compared to $1,614 per square foot
at Midway and $2,542 at O’Hare, as reported by the Chicago Department of
Aviation.21
For comparable retail businesses in the U.S., profit margins (profits as a
percentage of sales revenue) range from 3.5% for General Merchandisers to 7.9%
for Food Services.22 By contrast, the two biggest concessions contractors at
O’Hare have North American profit margins that are much better than that – 10%
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for Dufry-North America and 12% for HMS Host.23 Though we cannot be certain
that these larger-than-average profit margins are being universally achieved at
Chicago’s airports, they give us a range that allows us to estimate concessionaires’
profits and the potential impact on profits of requirements to pay the Chicago
Living Wage.
O’Hare: Since total sales revenue at O’Hare in 2010 was $301 million, we can
estimate that profits were from $30 million (at 10% margins) to $36 million (at 12%
margins). Thus, a $5 million increase in labor costs would have a significant impact
in reducing company profits if none of this increase could be passed through to
prices – a reduction of 16% for those companies with 10% profit margins and a
reduction of 14% for those companies with 12% profit margins. It is worth pointing
out, however, that even reductions of these magnitudes would leave O’Hare
concessions contractors with above-average profit margins of from 8.3% to 10.3%
(versus industry averages of from 3.5% to 7.9%).
Midway: 2010 total sales revenue at Midway was $69 million, resulting in profits
ranging from $7 million to $8.3 million (assuming margins of from 10% to 12%).
Therefore, a $1.9 million increase in labor costs at Midway that could not be
passed through to prices would reduce profits by 27% for lower-margin companies
and by 23% for higher-margin companies. But, as at O’Hare, Midway concessions
companies would still have profit margins that are comparable to or better than
industry averages.
Thus, concessionaires at both airports very likely have sufficient profits to
absorb the increased labor costs of paying the Chicago Living Wage without
increasing prices — even though they could (and almost certainly would) increase
prices rather than doing so.

Potential Impact on Prices
As pointed out above, airport concessions companies will likely be able to pass
on most of their increased labor costs to airport customers. In 2010 total sales
revenue was $301 million at O’Hare, with each airline passenger spending an average
of $9.63 per trip (called “sales per enplanement”), and total sales revenue at Midway
was $69 million, with each passenger spending an average of $7.90 per trip.24
These Department of Aviation sales revenue numbers allow us to calculate
how much prices would have to increase in order for the concessions companies
to pass all of their increased labor costs on to prices. Assuming no change in sales
volume or in prices for other reasons, we calculated price increases for each of
the two airports as follows:
• O’Hare: With all $5 million in increased labor costs passed through to prices
in 2010, total sales revenue would have been $306 million instead of $301
million – an increase of 1.7%. Translating this increase into sales/enplanement,
an airline passenger at O’Hare would have paid 16 cents more per trip than they
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actually did. That is, instead of spending $9.63, a passenger would have spent
$9.79 for exactly the same purchases.
• Midway: With all $1.9 million in increased labor costs passed through to prices
in 2010, total sales revenue would have been $70.9 million instead of $69
million – an increase of 2.7%. Translating this increase into sales/enplanement,
an airline passenger at Midway would have paid 21 cents more per trip than
they actually did. That is, instead of spending $7.90, a passenger would have
spent $8.11 for exactly the same purchases.
Given the lack of competition among captive customers at the airports, we
doubt that either of these price increases is large enough to choke off much (if
any) demand. And it should be borne in mind that a passenger’s airport purchases
would typically be spread over a variety of products. For example, following the
Department of Aviation’s breakdown of sales categories, a passenger at Midway
would typically spread his or her 21-cent increase as follows: 15 cents more for
“Food and Beverage,” 4 cents more for “News & Gifts,” and 2 cents more for
“Specialty Retail.”25 Passengers often expect to pay more for items at airports
than at regular retail outlets, potentially making them even less price sensitive
than usual to relatively small increases in prices.
Still, while such small price increases are highly unlikely to affect total
consumer demand at the airports, if that were perceived to be a potential
problem, concessionaires could easily take a bit less in profits in order to keep
price increases below the level that might affect consumer demand. As we’ve
shown above, because airport concessionaires’ profits are higher than for
comparable retail businesses “on the street,” these companies should be able to
afford small reductions in profits in order to maintain volume if that were to be
necessary.
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Conclusion
This study suggests that the proposed Amendment presently before the
Chicago City Council would deliver substantial benefits for airport concessions
workers, the airport itself, and the City of Chicago at very little cost to airport
consumers and concessionaires. More specifically, we have shown that the
approximately $6.9 million total cost of the Living Wage provision in the
Amendment can easily be paid for with some combination of relatively small price
increases for airport customers, very small (if any) reductions in company profits,
and fairly strong reductions in employee turnover rates. We caution that this
assessment is provisional; in the absence of precise wage and profit information from
the City’s Department of Aviation, the data used here are insufficient to support firm
predictions. Nevertheless, we believe that the assessment provided here is a fair and
reasonable one in light of available data, and that the study offers a useful costbenefit framework within which to estimate the likely impacts of the Amendment.
This report may also understate the total benefits of the Amendment because
we are unable to estimate improvements in airport functioning and quality of
service that are very likely to result. A published study of the impacts of the San
Francisco Airport (SFO) living wage ordinance, which has been in effect since 1999,
may be instructive on this question. Despite the fact that the San Francisco
ordinance affected many more airport workers (not just concessions workers) and
imposed a much higher living wage than Chicago would, a subsequent survey of
affected SFO employers reported “no change” or “improvements” as a result of
the ordinance. As the authors of that study indicate:
More employers reported improvements than reported deterioration in:
overall worker performance (35 percent versus 4 percent), morale (47
percent versus 16 percent) and customer service (45 percent versus 3
percent), as well as less absenteeism (29 percent versus 5 percent), and
fewer disciplinary issues (44 percent versus 9 percent) or problems with
equipment maintenance (29 percent versus 4 percent).26
We find it noteworthy that employers — a group that might be expected to
have the most negative responses to living wage laws — instead reported that the
new wage requirements resulted either in benefits or no significant changes. We
would expect similar results at the Chicago airports, further adding to the benefits
discussed in this report.
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Appendix A

TO: Doctors Ron Baiman, Virginia Parks, and William Sites
FROM: Jim Baker, Coordinator, UNITE HERE Local 1
Based on the questions you asked in order to estimate the total cost of
covering airport concessions workers under the Chicago Living Wage Ordinance
(CLW), the following is my attempt to calculate the number of workers who
would be affected and by how much.
How many concessions workers are there at O’Hare and Midway airports?
Answer: 2,346, rounded up to 2,400.
To derive a total number of employees, we used average staffing levels at the
three companies where we have members — HMS Host and Hudson News at
O’Hare and HDS Relay at Midway. The average number of employees at
retail/kiosk locations is seven and at food & beverage locations, sixteen.
According to the Chicago Department of Aviation, there are 103 retail/kiosk
locations and 129 food and beverage locations at the two airports.27 Thus:
• 7 employees x 103 retail/kiosk stores = 721
• 16 employees x 129 food & beverage locations = 2,064
• Preliminary total: 2,785
• Minus 439 employees at small companies with fewer than 25 employees not
covered by the CLW.
• TOTAL: 2,346
There are an additional 180 concessions employees at O’Hare Terminal 5, and
this will grow to 280 over the next few years. But since you are using Department
of Aviation sales data that do not include ORD Terminal 5, these employees are
not included here or in the wage data and estimates below.
How many concessions workers are now making less than the Chicago Living
Wage of $11.18 an hour and on average how much less are they making?
Answer: 1,589 are being paid an average of $1.99 less than the Chicago Living
Wage, rounded up to 1,600 now being paid approximately $2.00 an hour less than
the Chicago Living Wage.
For union workers at the two airports:
• At HMS Host, as of September 15, 2011, 491 of the 1,076 workers made less than
the Chicago Living Wage (CLW), and their average wage at $9.54 is $1.64 cents
below the CLW.
• At Hudson News, as of August 11, 2011, 170 of the 191 workers made less than the
CLW, and their average wage at $9.30 is $1.88 below the CLW.
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• At HDS Relay, all 28 workers will be making less than the CLW even after they
receive scheduled increases, and their average wage at $9.35 then will be $1.83
below the CLW.
• Thus, 689 workers at these three union contractors are now making an average
of $9.47 an hour, which is $1.71 cents less than the CLW.
To estimate what current nonunion workers are making, we used the precollective bargaining wages of workers at HMS Host, Hudson News, and HDS
Relay. Their pre-contract average wages were $8.97, or $2.21 below the CLW. That
is the average we used for the approximately 900 nonunion workers at the two
airports currently being paid less than the CLW who work for employers large
enough to be covered.
Combining union and nonunion concessions workers, we came up with the
following overall average:
• 689 union workers are making an average of $1.71 less than the CLW
• 900 nonunion workers are making an average of $2.21 less than the CLW
• Thus 1,589 concessions workers are paid an average of $1.99 less than the CLW
• Rounding up to 1,600, we estimate 1,170 of these workers are at O’Hare and 430
are at Midway.
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Notes
1 For calculations of a “decent though basic standard of living” in various parts of the U.S., see
the Basic Family Budget Calculator developed by the Economic Policy Institute. For the most
recent study of a “self-sufficiency standard” for the Chicago area, see the Social Impact Research
Center’s 2009 study, Getting By & Getting Ahead: The 2009 Illinois Self-Sufficiency Standard.
2 Unite Here Local 1, which represents many airport concessions workers, particularly at
O’Hare, has requested such data, but the Department of Aviation has not responded to its
requests.
3 See Chicago Department of Aviation Concessions Open House, August 3, 2011, p. 6 of
“Presentation Materials.”
4 Ervin, Jason (28) and 30 co-sponsors, “Amendment of Chapter 2-92 of Municipal Code
concerning workforce contracts at airports,” introduced October 5, 2011. See Appendix.
5 The Sasha Corporation, Compilation of Turnover Cost Studies, includes many other
estimates of turnover costs in addition to that of the American Management Association.
6 For how Unite Here Local 1 derived these workforce and wage estimates, see Appendix A.
7 Letter from Douglas W. Elmendorf, Director, Congressional Budget Office, to Honorable
Charles E. Grassley, Ranking Member, Committee on Finance, U.S. Senate, March 2, 2009. Also, see
Table 2 of CBO Estimated Impact of the American Recovery and Reinvestment Act on Employment
and Economic Output as of September 2009, November 2009.
8 This percentage is derived from the fact that approximately one half of departing
passengers at Chicago airports are merely passing through via connecting flights (see: Aviation
Symposium: The Future of Aviation, Northwestern University, April 5, 2011; “Late departures
become norm at Midway,” Chicago Tribune, January 11, 2011), and of the other half, approximately
50-55% are leisure or business visitors, not Chicago-area residents. See Chicago Convention and
Tourism Bureau 2010 “Chicago Travel Statistics” at
http://www.choosechicago.com/Document%20Resource%20Gallery/2010ChicagoTravelStatistic
s.pdf; also Research and Innovative Technology Administration, Bureau of Transportation Statistics
at http://www.transtats.bts.gov/airports.asp?pn=1
9 2010 O’Hare and Midway concessionaire sales data provided by the Chicago Department of
Aviation, “Comparative Sales Report by Tenant.”
10 Ibid.
11 2010 O’Hare and Midway concessionaire sales data provided by the Chicago Department of
Aviation, “Comparative Sales Report by Tenant.”
12 “O’Hare, Midway Airport concessions workers nearly all City of Chicago residents, live in
every Chicago ward,” Inside Chicago Airports, December 2010.
13 Liana Fox, “Minimum wage trends: Understanding past and contemporary research,”
Economic Policy Institute Briefing Paper #178, October 24, 2006.
14 Michael Reich, Peter Hall and Ken Jacobs, “Living Wage Policies at the San Francisco Airport:
Impacts on Workers and Businesses,” Industrial Relations, Vol. 44, No. 1 (January 2005), pp. 128-135,
15 Social Impact Research Center, Getting By & Getting Ahead: The 2009 Illinois SelfSufficiency Standard.
16 For a brief but comprehensive history of economists’ thinking about the sources of
productivity growth, see Chapter 3 of Barry Bluestone and Bennett Harrison, Growing Prosperity:
The Battle for Growth with Equity in the 21st Century (U. of California Press, 2001). Cf., Dale
Belman, “Unions, The Quality of Labor Relations, and Firm Performance” in Lawrence Mishel and
Paula B. Voos, editors, Unions and Economic Competitiveness (M.E. Sharpe, 1992).
17 The Sasha Corporation, Compilation of Turnover Cost Studies.
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18 National Retail Federation, Quit, Discharge, And Layoff Rates.
19 Michael Reich, Peter Hall and Ken Jacobs, “Living Wage Policies at the San Francisco Airport:
Impacts on Workers and Businesses,” Industrial Relations, Vol. 44, No. 1 (January 2005), p. 125.
20 National Retail Federation, Floor Space by Selected Kind of Business, 2002.
21 Chicago Department of Aviation Concessions Open House, August 3, 2011, p. 6 of
“Presentation Materials.”
22 CNN Money, “Top industries: Most profitable,” 2007.
23 The two biggest retailers, accounting for more than one-half of total revenues, are Hudson
News, which is the North American subsidiary of Dufry (see Dufry Annual Report, 2010, p. 111), and
HMS Host, which is the North American subsidiary of Autogrill (see Autogrill Group – 1H2011
Financial Results, Milan, 29 July 2011, p. 45).
24 See Chicago Department of Aviation Concessions Open House, August 3, 2011, p. 6 of
“Presentation Materials.”
25 Ibid.
26 Reich, et. al., op. cit., p. 136.
27 2010 O’Hare and Midway concession sales by location, provided in 5/17/11 response to
Freedom of Information Act Request
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