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Dear Delegates, 

We welcome you to this year’s Virginia Model United Nations Conference (VAMUN), and 

specifically, to the United States Conference of Mayors (USCM). We hope you have an enjoyable 

experience in committee and during your time at the University of Virginia. 

 

John Han is a second-year hailing from Vienna, Virginia and looks forward to double-majoring 

in Human Biology and Philosophy. Last VAMUN, he was an Assistant Crisis Director in WGSS: 

Cuban Forces, and now, as your chair, is excited to witness debates and solutions to current 

issues that personally affect us (disclaimer: last summer, John was stuck in a WMATA Metrorail 

car for two hours when it broke down near Rosslyn). He’ll have the privilege of representing 

Mitch Landrieu, Mayor of New Orleans and current President of the Conference, and he really 

encourages delegates to listen to Landrieu’s speech on the removal of Confederate statues. 

 

As a delegate, you should be aware of the in-depth nature of this committee. A basic 

understanding of economics is recommended, and the chairs expect robust debate and realistic 

proposals to the issues presented. This preference for high standards extends to the quality of 

your research -- and no less, your in-committee conduct. You should represent the positions of 

their real-life counterparts and introduce creative, workable solutions that can withstand 

compromise and critique. Individual success herein is determined by the quality of debate, 

diplomacy, and solutions. And ultimately, you should help forge consensus for real change.  

 

We chose three highly controversial topics on which there is little real-life consensus. All three 

have direct roots in the Great Recession and affect millions of Americans’ livelihoods, and all 

have yielded divided responses from mayors, city councils, think tanks, and other policy experts. 

We wish for an open and honest debate on how mayors can achieve economic growth alongside 

social justice, and we are excited to discover solutions that could exceed the quality of those 

found in the real Conference itself. 

 

Please email us if you have any questions, comments, or suggestions. 

 

John Han: jdh3pe@virginia.edu  
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Committee Overview 

 The United States Conference of Mayors (USCM) is the premier nonpartisan 

organization of cities with populations of 30,000 or greater. There are over 1,400 such cities in 

the U.S., each represented in the Conference by its mayor. Delegates will represent these mayors 

and will craft and pass resolutions to promote the development of their cities and 

federal-municipal policy. The Conference provides a politically prominent national forum for 

strengthening and promoting metro-area policy, and these adopted positions present a unified 

voice of the nation’s mayors to federal and state governments. Though the Conference cannot 

enact its platform by fiat, its advisory and lobbying influence on state and federal government 

(and of course, to its own member cities) plays an outsize influence on municipal policy. 

The Conference was founded by a handful of mayors in 1932, during the wake of the 

Great Depression--during which 14 million people were unemployed--in order to persuade 

sitting presidents to direct federal relief to affected cities. Since then, it has expanded and played 

a greater role in its lobbying for municipal development; key successes for the organization 

include the creation of Community Development Block Grants in 1974 and urban-infrastructure 

amendments to the American Recovery and Reinvestment Act of 2009 (Obama-era “stimulus 

bill”).  Most policy consensus for (and indeed, attention to) the Conference comes from its 
1

annual meetings, in which over a thousand mayors meet to draft and debate on positions 

ranging from environmental protection to immigration to federal-city relations. 

This committee will take place during the 86th Annual Meeting in late June of 2018. The 

real-life Conference makes use of standing committees and task forces to develop policies, and 

voting on policy resolutions takes place in a plenary session of all attending mayors. For the 

purposes of a Model U.N. conference, this committee will assume both responsibilities of 

1  “About the Conference.” https://www.usmayors.org/the-conference/about/. Accessed 24 June 

2017. 
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drafting and voting on policies; the end result should be coherent, realistic policy platforms that 

address the issues presented. Each committee session will otherwise model a Conference 

plenary session and will be guided by standard parliamentary procedure. Delegates will 

represent real-life mayors and should pay close attention to the policies and positions of their 

real-life counterparts; most mayors have dedicated pages on their official city or campaign 

websites. Delegates should also pay close attention to their cities’ responses to each issue. 

This background guide focuses on three topics: affordable housing, regulating the 

sharing economy, and raising the minimum wage. The first topic deals with problems ranging 

from homelessness to housing supply; the second considers issues from labor laws to 

established businesses’ concerns; and the third goes over its eponymous policy. Though the 

home-sharing enterprise (e.g. Airbnb) is significant and covers both main issues, chairs 

explicitly caveat that related debate should fall under the purview of the second topic.  

When the Annual Meeting convenes, delegates will have to deal with three complex and 

divisive topics related to economic fairness. Within each are a variety of factors that affect 

millions of Americans every day, from rent costs to workplace protections, that must be 

considered. The task of implementing a consensus-based policy platform among the competing 

interests of dozens of mayors may seem daunting enough (notwithstanding the vexatious  antics
2

 of the federal administration), and, indeed, there may be no simple solution.  However, it is 
3

your mission, as an elected official, to address these problems and improve the everyday lives of 

millions -- including the citizens of your home city. 

 

2  Shear, Michael. “Trump Will Withdraw U.S. from Paris Climate Agreement.” 

https://www.nytimes.com/2017/06/01/climate/trump-paris-climate-agreement.html. New 

York Times, accessed June 26, 2017. 

3  Hesson, Ted. “DOJ warns 8 cities in sanctuary city crackdown.” 

http://www.politico.com/story/2017/04/21/sanctuary-city-immigration-crackdown-grant-mon

ey-237467. Politico, accessed June 26, 2017. 
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Affordable Housing 

Background 

A decade after the start of the Great Recession, family incomes and housing prices have 

been returning to normal. Wages and home prices are steadily rising to pre-2007 levels in real 

terms (though not at the same pace), and unemployment has fallen below 5.0%.  The housing 
4

sector seems to continue its brisk growth, auguring well for further economic growth, especially 

within metro areas. Yet a subsequent and correlated housing affordability crisis has recently 

troubled many cities, and the brunt of its impact has hurt the most vulnerable members of 

society. As economic recovery and job growth have pushed up demand for housing, prices have 

risen at a higher rate -- on average, twice as fast -- than wages have in recent months.  This is the 
5

case for both homeowners and renters, but the latter group is still experiencing an unusually 

tight market with an acute lack of low-cost rental-unit supply.  With unrelenting demand and 
6

sluggish supply, housing affordability and accessibility remain significant concerns and are key 

contributors to increases in urban poverty, homelessness, and a multitude of other social and 

economic factors. 

As of 2017, national home prices have returned since their pre-Recession peak, while 

rents have continued to rise at a faster pace than inflation. This is driven in part by strong 

demand for rental units coupled with supply (i.e. construction) that cannot keep up due to high 

development costs, such as labor shortages and regulatory challenges. This creates a shortage of 

housing, particularly rental units, in the market -- especially for the most poor renters, for whom 

4  “The Gap: A Shortage of Affordable Homes.” Mar 2017, 

http://nlihc.org/sites/default/files/Gap-Report_2017.pdf. Accessed 28 June 2017. 

5  Associated Press (orig.). “US housing prices are rising twice as fast as wages.” 30 May 2017, 

http://nypost.com/2017/05/30/us-housing-prices-are-rising-twice-as-fast-as-wages/. Accessed 

28 June 2017. 

6  “The State of the Nation’s Housing 2017.” June 2017. 

http://www.jchs.harvard.edu/research/state_nations_housing. Accessed 28 June 2017. 
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only 35 of units are affordable for every 100 households.  This number drops to 29 out of 100 if 7

these units are further defined as “adequate and available.”  At the same time, poverty is 
8

increasing or remains stubbornly stuck in medium- or low-density urban areas, and federal 

housing assistance, such as rental subsidies and HUD grants, is inadequate or at risk of 

elimination.  Even for those not below the poverty line, the challenge of paying rising rent fees 
9

remains a high cost burden. Though the federally-recommended spending on housing should 

not exceed one-third of household income, more than 11 million renter households pay well 

above this benchmark -- indeed, in almost every city, a minimum wage cannot sustainably 

support an individual’s rent payment.   
10

7  National Low Income Housing Association. “The Gap: A Shortage of Affordable Homes.” 

March 2017, http://nlihc.org/sites/default/files/Gap-Report_2017.pdf. Accessed 30 June 2017. 

8  Urban Institute. “The cost of affordable housing: Does it pencil out?” 

http://apps.urban.org/features/cost-of-affordable-housing/.  Accessed 1 July 2017.  

9  “The State of the Nation’s Housing 2017 Facts Sheet.” June 2017. 

http://www.jchs.harvard.edu/sites/jchs.harvard.edu/files/harvard_jchs_son_2017_fact_sheet.

pdf. Accessed 30 June 2017.  
10  “The State of the Nation’s Housing 2017.” June 2017. 

http://www.jchs.harvard.edu/research/state_nations_housing. Accessed 30 June 2017. 
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11

It is important to distinguish the distortions between the mortgaged property and rental 

property markets; in metro areas, homeownership rates have been high historically but have 

been dropping (due to exceptionally low demand from millennial consumers) while renting has 

increased in relative popularity. Homeownership is still affordable in the majority, but not the 

most expensive, of urban areas. In contrast, rental properties have seen double-digit price 

increases in some cities, and subsidized or more affordable units sold much below market value 

to the eligible poor are in short supply.   
12

While market distortions in the housing market continue, the affordable-housing crisis 

has created far-reaching and mostly negative impacts. As rents rise, so too does homelessness. 

11  Peters, Mark. “How to Make City Housing More Affordable.” 24 April 2016. 

https://www.wsj.com/articles/how-to-make-city-housing-more-affordable-1461550190. 
Accessed 30 June 2017. 

12  Sisson, Patrick. “Why the rent is too damn high: The affordable housing crisis.” 19 May 2016. 

https://www.curbed.com/2016/5/19/11713134/affordable-housing-policy-rent-apartments. 
Accessed 1 July 2017. 
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Although homelessness overall has fallen, owing largely to the recovery of individual incomes 

and available jobs, most cities have a higher rate of homelessness than the national rate: 51 per 

10,000 people and 17 per 10,000 people, respectively. This rate varies widely among cities along 

with their own rates of homeless people living in shelters versus homeless people without any 

shelter.  Other studies demonstrate an adverse and significant effect of inadequate housing on 
13

public health and income inequality.  Businesses suffer as low- and middle-income jobs go 
14

unfilled because employees cannot afford to stay in their cities.  
15

Analysis 

The most relevant cause of the affordable-housing crisis is a shortage of housing supply 

that cannot meet the rising demand for housing in urban markets. This has led to increased 

property values and tightened availability, especially for rental units. A scarcity of government 

subsidies (e.g. housing vouchers from the Department Housing and Urban Development) to 

create and operate affordable units means that poorer families are often left out -- housing 

developers will not operate on losses from an inevitable shortfall of rent payments needed for 

overhead costs and construction/capital loan repayments.  
16

The simple and most effective answer is to increase housing supply. But this has proven 

fiendishly difficult; older zoning laws in most cities prohibit high-density residential structures 

from being built in, for instance, low-density single-family zones, and building codes, 

13  United States Conference of Mayors. “The U.S. Conference of Mayors’ Report on Hunger and 

Homelessness.” December 2016. https://endhomelessness.atavist.com/mayorsreport2016. 
Accessed 1 July 2017. 

14Freeman, Lance. “America’s Affordable Housing Crisis: A Contract Unfulfilled.” 

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC1447149/. Accessed 1 July 2017. 

15  Badger, Emily. “How to make expensive cities affordable for everyone again.” 19 February 

2016. 

https://www.washingtonpost.com/news/wonk/wp/2016/02/19/how-to-make-expensive-cities-

affordable-for-everyone-again/?utm_term=.18ab2c9bc339. Accessed 1 July 2017. 

16  Urban Institute. “The cost of affordable housing: Does it pencil out?” 

http://apps.urban.org/features/cost-of-affordable-housing/.  Accessed 1 July 2017.  
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environmental reviews, and restrictions are more stringent than in the past. Powerful 

constituencies, such as housing and historic associations, block zoning changes or development 

plans via referenda, lobbying, or other political means.  Entrenched political and economic 
17

interests promote NIMBY (“not in my backyard”) policies -- and stiff local intransigence to 

greater density, perhaps for fear of rapid gentrification or worse. 

City governments have already responded to the crisis with uneven progress. Some ideas, 

such as mixed-density and inclusionary zoning, tackle the trickiest problem for 

affordable-housing development but do not create as many units as are needed or 

unintentionally benefit wealthier residents while leaving out poorer families. Tax policies, such 

as housing credits for developers or luxury tax increases to fund municipal housing subsidies, 

have been deployed in addition to zoning reforms.  Little evidence supports rent control (i.e. a 
18

price ceiling at which rents cannot rise, pursuant to local ordinances) as good policy; such policy 

disincentivizes investment and upkeep, and numerous studies show reductions in unit supply 

and quality. Yet the “second generation” policy of rent stabilization, in which landlords charge 

capped rates for old tenants and flexibles rates for newer ones, has shown mixed -- albeit not 

entirely positive -- results.   
19

The federal government has played an important role in supporting affordable housing, 

largely through the Department of Housing and Urban Development, founded in 1965. Federal 

and local subsidies via housing vouchers and rental assistance help lower-income families afford 

necessities beyond rent, but departmental budget cuts and reductions in federal investment has 

17  Buntin, John. “In the Elusive Search for Affordable Housing, Clues Emerge.” May 2017. 

http://www.governing.com/topics/urban/gov-affordable-housing-leimert-park-los-angeles.htm

l. Accessed 2 July 2017. 

18  Ehrenhalt, Alan. “Why Affordable Housing is Hard to Build.” June 2016. 

http://www.governing.com/columns/assessments/gov-affordable-housing.html  Accessed 2 

July 2017. 

19  Tatian, Peter. “Is Rent Control Good Policy?” 2 January 2013. 

http://www.urban.org/urban-wire/rent-control-good-policy. Accessed 2 July 2017. 
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been a general trend since the Reagan administration of the ‘80s.  Federal tax credits, housing 
20

trust funds, and Community Development Block Grants provide incentives for developers to 

construct, renovate, or otherwise maintain affordable housing, but these too are at risk of 

further reductions.   
21

Other immediate issues include providing shelters and assistance for homeless 

individuals, who make up varying percentages of cities’ populations, and organizing mass transit 

for homeowners and renters who must live further out as housing prices drop from downtown 

centers.  Though cities have done an overall decent job of combatting homelessness, the U.S. 
22

has an overall poor record of transit infrastructure, with light rail and subway services ranking 

poorly compared to other OECD nations. And of course, current homeowners’ concerns ought 

not be ruled out, and rezoning and developments do risk damaging historic urban communities. 

 

Questions to Consider 

1. How should cities and the federal governments react the affordable-housing crisis? What 

policy tools should the Conference endorse for its member cities and the current federal 

administration? 

2. What changes to existing policies should the Conference endorse? What standards 

should be accepted as “affordable?” 

3. How should cities and the federal government react to related issues, such as 

homelessness, mass transit, and gentrification? 

20   Sisson, Patrick. “Why the rent is too damn high: The affordable housing crisis.” 19 May 2016. 

https://www.curbed.com/2016/5/19/11713134/affordable-housing-policy-rent-apartments. 
Accessed 1 July 2017. 
21   Urban Institute. “The cost of affordable housing: Does it pencil out?” 

http://apps.urban.org/features/cost-of-affordable-housing/.  Accessed 1 July 2017.  
22   Buntin, John. “In the Elusive Search for Affordable Housing, Clues Emerge.” May 2017. 

http://www.governing.com/topics/urban/gov-affordable-housing-leimert-park-los-angeles.htm

l. Accessed 2 July 2017. 
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4. How can cities balance the need of lower- and middle-income families while listening to 

its other constituent groups, such as developers and homeowners associations? 

 

Regulating  the Sharing Economy 

Background 

Technological advances have caused increasing economic disruption, and one of the 

most significant examples in the past decade is the rise of the sharing economy, made possible 

by quick and easy access to peer networks via internet-enabled smartphones. People can share 

their apartments like hotel rooms or offer their cars as a taxi service. But the increasing market 

share of the sharing economy has proved controversial, with much of the public debate focused 

on the adverse impacts of innovation. Consumers do benefit: once-protected sectors such as the 

taxi industry have been opened up to competition, leading to better quality and lower prices. 

Free-market efficiency and technological innovation are usually popular with the public.  But 
23

many sharing-economy practices have been regulated or deemed illegal, partly due to the 

precariousness and lack of protections in such jobs. New regulatory challenges arise as 

sharing-economy firms, notably Uber, exploit loopholes in legal gray areas and carry out 

controversial labor practices.   
24

Discussions on the sharing economy are stymied by vague definitions and ambiguity (for 

example: are Uber drivers employees or independent contractors?). Even the term “sharing 

economy” has no clear definition, but some economists distinguish it from other economic 

23  Frenken, Koen; Meelen, Toon; Arets, Martijn; van de Glind, Pieter. “Smarter regulation for the 

sharing economy.” 20 May 2015. 

https://www.theguardian.com/science/political-science/2015/may/20/smarter-regulation-for-

the-sharing-economy. Accessed 2 July 2017. 

24  De la Harpe, Erica. “Regulating the sharing economy.” 

https://www.worldfinance.com/strategy/regulating-the-sharing-economy. Accessed 2 July 

2017. 
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forms: consumers or firms grant each other temporary access to underused assets for money -- 

thus, they share idle capacity to maximize potential profit.  This excludes firms that provide 
25

on-demand services (e.g. Taskrabbit) but includes rental services (e.g. Relayrides) because they 

provide a physical asset -- cars -- as opposed to labor. The Department of Commerce defines the 

sector with four characteristics: internet-facilitated peer-to-peer transactions (such as through 

apps), user-based rating systems, flexible working hours and digital matching platforms, and 

firms’ reliance on workers using their own labor or goods.  But to the public at large, a more 
26

general, familiar term encompasses the renting of goods and services between people, 

coordinated by the internet and available at almost any time; thus, even peer-to-peer lending 

(cash is not a fixed asset) on Prosper Marketplace can be considered part of this new 

“collaborative consumption.”   
27

Public enthusiasm over the sharing economy is well-founded. Technology has reduced 

communication and transaction costs, allowing firms to share and disaggregate huge pools of 

assets -- something highly impractical twenty years ago, when the internet was barely in mass 

consumer use. For the public, the sharing economy has had overall net benefits: perhaps most 

visibly -- and a central argument in pro-sharing-economy positions -- is that more wage-earning 

jobs are created at the cost of market-inefficient guilds.  Owners make money from underused 
28

25   Frenken, Koen; Meelen, Toon; Arets, Martijn; van de Glind, Pieter. “Smarter regulation for 

the sharing economy.” 20 May 2015. 

https://www.theguardian.com/science/political-science/2015/may/20/smarter-regulation-for-

the-sharing-economy. Accessed 2 July 2017. 
26  Penn, Joanna; Wihbey, John. Uber, Airbnb, and consequences of the sharing economy: 

Research roundup. 

https://journalistsresource.org/studies/economics/business/airbnb-lyft-uber-bike-share-sharin

g-economy-research-roundup. Accessed 2 July 2017. 

27  The Economist. “The Rise of the Sharing Economy.” 9 March 2013. 

https://www.economist.com/news/leaders/21573104-internet-everything-hire-rise-sharing-eco

nomy. Accessed 2 July 2017. 

28   Penn, Joanna; Wihbey, John. Uber, Airbnb, and consequences of the sharing economy: 

Research roundup. 
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assets: Airbnb hosts in San Francisco rent out their homes for around two months per year and 

make around $9,300. Renters pay less than if they had bought the item outright, and even with 

traditional providers (e.g. brick-and-mortar rental car shops) established in the market, 

more-competitive prices from sharing-economy firms increases consumer welfare and choice as 

prices are pushed downwards. There are also environmental benefits: sharing and renting assets 

like cars reduces pollution and resources that would have been deployed otherwise.   
29

 
30

The changes in social and economic relations creates a flipside to the sharing economy; 

exploitative working conditions, new risks and liabilities, and unfair competition create massive 

regulatory challenges. Most participants in the sharing economy (not actual employees 

managing the platform firms) are not considered to be full-time employees by their firms and 

thus are ineligible for health insurance, paid leave, and other traditional, mandated benefits. At 

https://journalistsresource.org/studies/economics/business/airbnb-lyft-uber-bike-share-sharin

g-economy-research-roundup. Accessed 2 July 2017. 
29   The Economist. “The Rise of the Sharing Economy.” 9 March 2013. 

https://www.economist.com/news/leaders/21573104-internet-everything-hire-rise-sharing-eco

nomy. Accessed 2 July 2017. 
30  Milicevic, Milena. “Opportunities in the Sharing Economy for You.” 4 August 2016. 

http://www.huffingtonpost.com/milena-miliaeeviae-/opportunities-in-sharing-_b_11331630.ht

ml. Accessed 2 August 2017. 
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the same time these participants are not considered to be independent contractors; they take an 

ambiguous middle position as “micro-entrepreneurs,” often taking low hourly pay and few 

benefits while being exposed to high risk and job insecurity. On the consumer side, risks abound 

as the relative anonymity and lack of substitutability online mean a high reliance on ratings 

systems, which are problematic for their lack of transparency, capacity for exploitation and 

manipulation, and over-simplicity. Both sides are also exposed to safety risks -- for instance, 

firms have widely varying policies on criminal records for participants -- and systemic, often 

racial, biases.  Critics also point out that these firms use monopolistic practices, such as dubious 
31

price surges, and concentrate privacy-sensitive information such as credit card numbers into 

their own hands. Their relative political strength and market share are necessarily uneven (i.e. 

oligopolistic or monopolistic) due to their reliance on network effects: more users and 

participants attract others to join, making it difficult for new firms to enter the market. As such, 

companies such as Uber and Lyft often flout court orders and municipal regulations.  
32

 

Analysis 

The rise of the sharing economy has undoubtedly resulted in clear economic benefits, yet 

looming regulatory challenges follow. There are a few reasons for this: many firms rely on 

monopolistic network effects to expand, vested interests (e.g. taxi drivers and established hotels) 

wish to stop threatening firms from entering the market, and many existing rules are not 

up-to-date vis-a-vis the Internet Age and business disruption. The end effects include 

31  Erickson, Kristofer. “Regulating the sharing economy.” 30 June 2016. 

https://policyreview.info/articles/analysis/regulating-sharing-economy#editorial. Accessed 4 

July 2017. 

32    Frenken, Koen; Meelen, Toon; Arets, Martijn; van de Glind, Pieter. “Smarter regulation for 

the sharing economy.” 20 May 2015. 

https://www.theguardian.com/science/political-science/2015/may/20/smarter-regulation-for-

the-sharing-economy. Accessed 2 July 2017. 
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problematic labor standards and uncompetitive business practices. Competition is necessary for 

a health economy: both firms and consumers benefit from a freer business environment.  

So too is regulation, as it provides a more even playing field and a framework for fair 

business. For instance, labor laws improve workers’ productivity and legal protections mitigate 

unnecessary risks. More importantly, regulations protect consumer welfare and mitigate 

negative externalities, inadequate pricing and quality, asymmetric information, and other 

market failures. Buildings are inspected, and mergers are scrutinized to make sure the public 

has access to better goods and services. Critics of the sharing economy also have a point: taxes 

should be paid on sharing transactions, as is done on their counterpart industries, and a decent 

level of safety should be guaranteed for customers and workers.  Sharing-economy firms do 
33

provide insurance and quality standards, but insofar as these are incentives to keep participants 

on good terms and uphold their reputation, there is a case for governments to protect public 

welfare. Indeed, many cities already have ride-sharing and home-sharing ordinances (among 

others) for this express purpose. General regulatory norms aim to reinforce the strengths -- 

flexibility, cost reductions, greater employment -- of the sharing economy, keep more options 

available to consumers and producers, and liberalize and innovate existing rules.  
34

However, such regulations -- and indeed, the regulators themselves -- can be 

manipulated to benefit a firm’s own ends, at the cost of the public at large. This is known as rent 

seeking, and it is practiced both by established businesses and yesteryear’s 

33  The Economist. “Remove the roadblocks.” 26 April 2014. 

https://www.economist.com/news/leaders/21601257-too-many-obstacles-are-being-placed-pat

h-people-renting-things-each-other-remove. Accessed 5 July 2017. 

34  Zuluaga, Diego. “Regulatory approaches to the sharing economy.” 

https://iea.org.uk/wp-content/uploads/2016/07/Regulating%20the%20sharing%20economy%

20Briefing%202016.pdf. Accessed 5 July 2017. 
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startups-cum-tech-giants.  Both seek to protect their market share (hence, the power to squeeze 
35

out competitive rivals) and profits through political power rather than by competition and 

innovation. For instance, Airbnb has attempted to gain an edge by arguing in litigation that local 

hotel taxes -- some reaching as high as 15%, and most having been established decades ago -- do 

not apply to newish tech firms like itself. In cities like New York where there is one Airbnb 

listing for every six hotel rooms, this is a lot of lost revenue for city governments -- and 

traditional hospitality firms.  Antitrust regulators should be careful for similar tactics, even 
36

labor-exclusivity arrangements (companies stopping workers from transferring to competing 

companies) and old-fashioned collusion that have plagued previous industries and could 

reappear in the sharing economy.  
37

Other challenges include “fitting” sharing-economy firms within current regulatory 

frameworks and complex rules that govern similar industries. For instance, should Uber be 

considered a tech company or a car-rental company, for which different sets of rules govern 

these two sectors? Such regulatory roadblocks have real consequences; lawsuits have piled up 

over whether Uber or the individual car owners is liable to call the insurer in case of an accident.

 Though courts may be able to judge such legal nuances, it is the responsibility of cities -- and 
38

possibly state and federal governments -- to revise how they regulate such industries. Too much 

35  Koopman, Christopher. Mitchell, Mattew. Thierer, Adam. “The Sharing Economy and 

Consumer Protection Regulation: The Case for Policy Change.” 2014 

https://www.mercatus.org/system/files/Koopman-Sharing-Economy.pdf. Accessed 5 July 2017. 

36  Sundararajan, Arun. “Why the Government Doesn’t Need to Regulate the Sharing Economy.” 

22 October 2012. 

https://www.wired.com/2012/10/from-airbnb-to-coursera-why-the-government-shouldnt-regu

late-the-sharing-economy/. Accessed 6 July 2017. 

37  King, Steven. “The three regulatory challenges for the sharing economy.” 

https://mon.clients.squiz.net/business-mango/news/the-three-regulatory-challenges-for-the-s

haring-economy. Accessed 6 July 2017. 

38  The Economist. “All eyes on the sharing economy.” May 2013. 

https://www.economist.com/news/technology-quarterly/21572914-collaborative-consumption-

technology-makes-it-easier-people-rent-items. Accessed 6 July 2017. 
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regulation stifles consumer-benefitting industries; too little creates negative externalities and 

other market failures. Rules ought to be clear and non-contradictory too, while avoiding 

carve-outs to subsidize inefficient firms. 

 

Questions to Consider 

1. How should the Conference define the sharing economy? 

2. How should cities (and perhaps state governments and the federal government) 

negotiate with sharing-economy firms such as Uber and Airbnb?  

3. What labor standards, such as defining participants and requiring benefits, should cities 

impose on these firms? How can consumers and sellers be better protected from 

associated financial and social risks? 

4. What monopolistic/unfair business practices should cities regulate or ban? 

 

Raising the Minimum Wage 

Background 

A minimum wage is a price floor for labor: the lowest legal price at which firms can pay 

their employees for their work.  This is enforced by federal and state law, but some municipal 
39

ordinances have set their minimum wages higher. An employer subject to differing minimum 

wage requirements must pay the highest, although this is increasingly becoming preempted by 

new state laws that limit the lawmaking powers granted to cities.  As of 2017, the federal 
40

government mandates a minimum wage of $7.25 per hour on almost all jobs (exceptions are for 

39  Taylor, B. “Price Floors.” 2006. 

http://economics.fundamentalfinance.com/micro_price-floor.php. Accessed 30 July 2017. 

40  Noguchi, Yuki. “As Cities Raise Minimum Wages, Many States Are Rolling Them Back.” 18 

July 2017. 

http://www.npr.org/2017/07/18/537901833/as-cities-raise-minimum-wages-many-states-are-

rolling-them-back. Accessed 30 July 2017. 
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minors, students, and tipped-salary employees), and 29 states set a wage higher than the federal 

minimum.  The federal rate has not changed since 2009. 
41

 
42

The federal minimum wage was introduced through the Fair Labor Standards Act of 

1938 and was intended to function as a labor standard to protect low-wage workers, given their 

lack of bargaining power with employers. As a wage floor, it has also functioned to reduce 

poverty; a $10.10 federal minimum proposed by former President Barack Obama would reduce 

41 Minimum Wage. http://www.investopedia.com/terms/m/minimum_wage.asp. Accessed 30 

July 2017. 

42“ How High Will Your State’s Minimum Wage be on January 1, 2017?” 

http://www.kiplinger.com/kipimages/Minimum-Wage-graphic27.png/. Accessed 2 August 

2017. 
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the number of people living in poverty by 4.6 million.  Still, a $7.25 minimum wage adds to an 
43

annual salary of $15,000 -- barely above the poverty level of $11,880 and unsustainable for the 

cost of living in most major cities.  In real terms, this is lower in purchasing-power terms (fixed 
44

for inflation) than it was from 1956 to 1983. Whereas in 1968 a minimum wage was nearly 50% 

of the median American income, today’s minimum wage is about 37% of the median income -- 

nearly the lowest proportion among OECD nations.  
45

About 21 million people (or 30% of all hourly, non-self-employed adult workers) are 

near-minimum-wage workers who make more than the state minimum wage but less than 

$10.10.  About 2.2 million workers (2.7% of all hourly paid workers) have wages at or below the 
46

federal minimum wage. Minimum-wage workers tend to be young and have comparatively less 

education, and two-thirds of minimum-wage jobs are in service occupations such as food 

preparation (which is also the biggest employer of minimum-wage workers).  
47

Amidst stagnating real wages and rising labor productivity (not to mention increasing 

rent, food, and tuition costs), public opinion is largely in favor of raising the minimum wage. 

Politicians on the left are generally united behind a campaign to raise it to $15 an hour, and 

some state legislatures (California and New York) and city councils (Washington D.C. and, most 

43  New York Times Editorial Board. “The Case for a Higher Minimum Wage.” 8 February 2014. 

https://www.nytimes.com/2014/02/09/opinion/sunday/the-case-for-a-higher-minimum-wage

.html. Acessed 2 August 2017. 

44  The Economist. “The Economist explains: Why American cities are raising the minimum 

wage.” 10 May 2016. 
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&ah=80dcf288b8561b012f603b9fd9577f0e. Accessed 2 August 2017. 

45  Burtless, Gary. “6 Facts about a Minimum Wage Increase.” 5 December 2013. 

https://www.brookings.edu/blog/brookings-now/2013/12/05/6-facts-about-a-minimum-wage-

increase/. Accessed 3 August 2017. 

46  DeSilver, Drew. “5 facts about the minimum wage.” 4 January 2017. 

http://www.pewresearch.org/fact-tank/2017/01/04/5-facts-about-the-minimum-wage/. 
Accessed 30 July 2017. 

47 Bureau of Labor Statistics. “Characteristics of minimum wage workers, 2016.” April 2017. 

https://www.bls.gov/opub/reports/minimum-wage/2016/home.htm Accessed 30 July 2017. 
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famously, Seattle) have voted to gradually raise their minimum wages to that level.  Many 
48

others have enacted similar raises; Chicago plans to raise its floor to $13 per hour by 2019. Yet 

academics are deeply divided over the scale of its effects: higher wages for the most vulnerable 

members of society at the cost of job loss or higher costs borne to consumers. And 

understandably, state legislatures have been hesitant to raise minimum wages that could harm 

low-margin businesses (e.g. restaurants), especially in rural areas, where the cost of living is 

significantly lower than that in urban ones.  

Because Seattle was the first city to raise its minimum wage to such a high level, much 

research has been published on its effects and has produced -- predictably -- highly conflicting 

conclusions.  A growing body of economic analysis and literature has produced a consensus on 
49

the general effects of raising the minimum wage, but there remains much controversy over the 

specific effects on cities and states, and if their respective governments ought to raise their 

minimums. 

 

Analysis 

Price floors, such as the minimum wage, work as intended when the price is set above 

what is the market equilibrium level, the point at which the price and quantity of something (e.g. 

labor) supplied meets the price and quantity of its demand. According to classical 

microeconomic theory, this is most efficient price established by free-market competition, and 

no deadweight loss (i.e. lost market efficiency) should occur. But when a price floor is set by 

government fiat above the equilibrium point, this causes a market distortion: more workers have 

48  The Economist. “Economists argue about minimum wages.” 8 July 2017. 

https://www.economist.com/news/finance-and-economics/21724802-two-studies-their-impact
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Accessed 2 August 2017. 

 

https://www.economist.com/news/finance-and-economics/21724802-two-studies-their-impact-seattle-reach-opposite-conclusions-economists-argue
https://www.economist.com/news/finance-and-economics/21724802-two-studies-their-impact-seattle-reach-opposite-conclusions-economists-argue
https://www.theatlantic.com/business/archive/2016/12/minimum-wage-debate/510383/


 

the incentive to supply their labor at a premium (higher supply) while fewer firms wish to pay 

more purchase it (lower demand). Thus, some workers will gain higher wages while others will 

lose their jobs. This surplus of labor -- a higher level of unemployment -- along with increased 

deadweight loss, is the purported economic cost of a minimum wage. 

 
50

Despite decades of thorough research, there is little agreement among economists on 

raising the minimum wage, other than the general consensus that the aforementioned classic 

economic model for the labor market can be too simplistic. Advocates historically contend that, 

beyond being an effective anti-poverty and labor-rights tool, a higher minimum wage has little 

effect on employers’ operating costs and instead raises workers’ productivity and well-being -- 

especially in cities, which have a much higher cost of living. Wage increases, they argue, do not 

50 Khan Academy. “Price ceilings and price floors.” 

https://www.khanacademy.org/economics-finance-domain/microeconomics/consumer-produc
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2017. 
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cause significantly more unemployment.  On a larger scale, more money for minimum-wage 
51

earners, who generally spend a higher proportion of their income on necessary goods like food 

and rent, means more consumption and more economic stimulus. They generally cite a 

landmark study from the 1990s which compared wage hikes in New Jersey to a stable minimum 

in Pennsylvania.   
52

Critics argue that businesses, especially in the service and food industries, are much 

more sensitive to higher wages, which make up a high proportion of their operating costs. They 

contend that minimum-wage increases do result in significant job losses that hurt low-skilled 

workers -- precisely the same people the law aims to protect.  Even if job losses are not as 
53

significant, minimum wages would cause higher prices to be passed onto consumers -- 

essentially a sales tax subsidizing certain workers -- while failing to significantly lower poverty 

for minimum-wage earners.  Still other literature suggests that increased minimum wages 
54

incentivize the automation of work such as cooking. Both sides vigorously disagree as to who 

benefits the most out of a higher minimum: the rich, who may pay a proportionally lower 

portion of their income on the quasi-flat-tax of higher prices, or the poor, who may see 

significantly higher incomes -- the most reliable social safety net a government can ensure.  
55
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Recent studies on the minimum-wage hike to $15 in Seattle have led to widely differing 

conclusions, to little surprise from policymakers, academia, and the general public. A University 

of Washington research team found that the price elasticity of labor demanded (how much 

demand changes in response to shifting prices) is more significant than originally thought; small 

wage increases led to large declines in employment. Yet, another analysis from the University of 

California, Berkeley, found no significant effect of the wage increase on employment -- implying 

that wages are rather inelastic, as firms would rather bear the increased costs than fire workers.

 
56

Many more studies cite other intriguing effects, including a higher closure rate of 

businesses with low Yelp ratings as minimum wages rise.  There are too many to list in this 
57

guide, and other sites provide excellent in-depth analyses on this sole topic. Other economists 

argue for alternatives to an increase in the minimum wage such as an increase in the federal 

earned income tax credit (EITC), a refundable tax credit for low- to middle-class families that 

acts essentially as a cash subsidy. Research from the University of Georgia found this policy to 

be more effective in boosting single mothers’ earnings than a minimum-wage hike.  Some find 
58

the EITC inefficient and argue for tax-paid increases in Medicaid and skills training for 

low-income individuals. Still others argue for a guaranteed basic income program (GBI), which 

is a monthly income guaranteed by the government, regardless of whether or not the recipient is 
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actually working. Pilot studies for GBIs are now being conducted in Canada and Sweden.  All of 
59

these ideas are hotly contested, and again, numerous reports cover their merits and downsides 

in detail beyond this cursory reading. However, none are as popularly contested as the idea of 

raising the minimum wage. 

The two sides’ disagreements on this issue may derive from a more philosophical divide 

rather than a purely economic one: that the state either does or does not have a compelling 

interest in raising wages to combat poverty and, more broadly, that the state has (or does not 

have) an obligation to subsidize the welfare of the poor at the expense of middle- and 

upper-class citizens.  The split between pursuing economic fairness at the cost of efficiency, and 
60

vice-versa, is a hallmark division in contemporary economic thought and defines today’s 

liberal-conservative political dichotomy. With huge, real-life implications, mayors nationwide 

must juggle different competing interest groups, from businesses to labor unions, as they face 

one of the most controversial issues of today. 

 

Raising the Minimum Wage 

1. Should the minimum wage be raised in cities? Remember, each municipality and state 

sets its own minimum wage based on cost-of-living-adjusted standards. 

59  Noonan, David. “Is Guaranteed Income for All the Answer to Joblessness and Poverty?” 18 

July 2017. 
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2. What business, socioeconomic, and fiscal effects should cities consider in their 

evaluation of minimum wages? Which studies should be most pertinent to the minimum 

wage debate? 

3. Should it consider alternative standards, such as a universal basic income? 

4. Should the Conference persuade federal and state governments to raise minimum 

wages?  

Recommended Resources 

1. U.S. Conference of Mayors Website (relevant reports available for free):  

https://www.usmayors.org/ 

2. NextCity.org (on urban policy): 

https://nextcity.org/ 

3. Governing.com (on state and local policy): 

http://www.governing.com/ 

4. The Urban Institute: 

http://www.urban.org/ 

5. Joint Center for Housing Studies of Harvard University: 

http://www.jchs.harvard.edu/ 

6. Internet Policy Review (on the sharing economy): 

http://www.policyreview.info/ 

7. The Economist: 

http://www.economist.com/ 

8. The Brookings Institute: 

https://www.brookings.edu  
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9. Excellent long-form article on the housing crisis: 

http://www.nybooks.com/articles/2017/08/17/tenants-under-siege-inside-new-

york-city-housing-crisis/ 

10. Largest cities in the U.S. by population (Ballotpedia). All mayors in this 

committee are listed here: 

https://ballotpedia.org/Largest_cities_in_the_United_States_by_population 
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