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I request a hearing on how the city of San Francisco is working to address the crisis of
wage theft. Wage theft occurs when employers do not pay workers their legally or
contractually promised wages. Common forms of wage theft are non-payment of
overtime, not paying for all hours worked, not paying the minimum wage, making illegal
deductions from worker paychecks, and not paying a worker at all. Academic studies
have found that wage theft costs workers billions of dollars in legally mandated wages
each year. Wage theft also harms responsible busmesses and government by creating
unfair competition and denying tax revenue.

National and local studies report that wage theft is a pervasive problem that
disproportionately affects immigrant and low-wage workers. For example, a national
study of 4000 workers in Chicago, New York, and Los Angeles conducted by the
National Employment-Law Project (NELP) found that 26 percent of those workers had
been paid less than the minimum wage in the precedmg week, and 76 percent had either
been underpaid or not paid at all for their overtime hours. Similarly, a recent report by the
Chinese Progressive Association on workers in Chinatown restaurants in San Francisco
found that one out of every two workers was not earnmg the minimum wage.

According to NELP as stated in their recent manual entitled 47 Advocate s Guide to State
and City Policies to Fight Wage Theft, “Wage theft is not incidental, aberrant or rare, or
committed by a few rogue employers at the penphery of the labor market. It takes place
in industries that span the economy—including retail, restaurants and grocery stores;

- caregiver industries such as home health care and domestic work; blue collar industries
such as manufacturing, construction and wholesalers; building services such as janitorial
-and security; and personal services such as dry cleaning and laundry, car washes, and
beauty and nail salons.” '

We are fortunate in San Francisco to have a local Office of Labor Standards Enforcement
(OLSE) that is in charge of enforcing our local minimum wage of $9. 92/h0ur our Paid

- Sick Leave Ordinance, and the employer expenditure requirement of the Health Care
Security Ordinance. In fact, since the minimum wage ordinance went into effect in A
February 2004, OLSE has recovered $4,199,919 in back wages for 2,598 San Francisco
workers, :

While OLSE is éffectively recovering wages for a large portion of San Francisco

" - workers, the process has been less effective where employers have refused to voluntarily.

settle cases with the office. I recently requested the Budget Analyst to prepare a report
comparing OLSE’s investigation and hearing process with the wage claims process
conducted by the state Division of Labor Standards Enforcement (DLSE). The budget
analyst report found that OLSE has only conducted formal administrative hearings in 5

" cases during the 7 years the minimum wage law has been in effect compared to 402
hearings held at the San Francisco office of DLSE in 2009 alone. Furthermore, for the 5
cases that went to hearing, the average amount of time between the date a complaint was
received by OLSE and the date a hearing was held was 788 days costmg the city an
average of $52, 000 per hearing.



Furthermore, while wage theft is a crime under both the Cahfornla Labor and Penal
codes, officers with the San Francisco Police Department often tell worker advocates that
wage theft is a civil matter that the department will not address. Similarly, the district -
attorney has investigated few cases of wage theft and has only arrested employers after
tremendous delay and after losing contact with many victims.

Finally, OLSE does not investigate claims of San Francisco workers who do not have an
obvious San Francisco minimum wage violation. These workers include day laborers and
_ other workers who may have been promised wages above the San Francisco minimum
wage, but were not paid their promised wages.

I request a hearing to examine the following:

1.

Does the OLSE investigative and hearing process serve all workers, especially
those who work for employers that do not immed-iately cooperate with the .
agency?

How can the City improve the OLSE hearing process so 1t no longer involves
such long delays and great expense?

What is the San Franc1sco Police Department and District Attorney doing to
address the crisis of wage theft?

Why do investigations by the District Attorney 1nvolv1ng wage theft involve such
long delays? What are effects of those delays on the victims’ ablhty to recover
their unpaid wages through restitution?

How can other San Francisco agencies like the Department of Public Health City
Attorney, and Treasurer/Tax Collector address the crisis of wage theft?

I request this hearing before the Government Audit_and Oversight Committee.
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