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Pasadena’s restaurants are highly visible in attracting 

visitors, contributing sales tax revenue and employing 

local workers. The business model for many 

restaurants is built on paying low wages to most 

employees – 65 percent of Pasadena residents working 

in restaurants earn less than $15 an hour. Because 

payroll accounts for about 40 percent of restaurants’ 

operating costs, it is important to understand whether 

a $15 minimum wage poses risks for Pasadena 

restaurants, and if so, how to manage those risks. 

Possible Impacts 

The higher minimum wage will change the rules of 

business for all restaurants. If there are no secondary 

effects, the outcome will be a slight increase in 

restaurant prices and a corresponding increase in sales 

tax revenue. The more likely outcome is that 

restaurant owners will adapt their business model to 

pay higher labor costs, some that are not adaptive or 

have marginal sales may close, and new restaurants will 

open in working class neighborhoods where there is 

increased buying power, creating net industry growth. 

Pasadena is a regional visitor destination with many 

restaurants serving affluent customers. An 8 percent 

increase in restaurant operating costs is unlikely to 

change this dynamic. 

Cost of Living Adjustments 

After the $15 wage is in place in 2020, it should be 

adjusted annually based on change in the Consumer 

Price Index so that wages keep up with inflation. 

Monitoring for Unintended Consequences 

The $15 minimum wage is being implemented in five 

annual increments, taking full effect in 2020. This 

allows time to use a data dashboard of readily available 

sales tax, employment and wage information to compare 

Pasadena’s trends to trends in regions that have not 

raised the minimum wage and ensure that there are 

not unintended consequences. 
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Sources: Quarterly Census of Employment and Wages 

(QCEW) records for Pasadena; California Board of 

Equalization; and City of Pasadena. 
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Source: Public Use Microdata Sample records from the 

2009 to 2013 American Community Surveys. Data is 

for workers residing in Pasadena and employed in wage 

and salary jobs. Dollars adjusted to 2014 value. 
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Source: Institute for Research on Labor and 

Employment University of California, Berkeley 


