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VIEWPOINT

THE UNINTENDED NEGATIVE CONSEQUENCES
OF SIGNIFICANTLY RAISING THE MINIMUM WAGE

By Maria Lily Shaw and Gabriel Giguere

The minimum wage has once again entered the
spotlight, the most recent announcement being
that it will increase from $13.50 to $14.25 an
hour on May 15, 2022. This 5.6% hike is seen as
a disappointment by unions and activist groups’
that are demanding an immediate increase to
$18/hour, a 33% jump. While such an increase
might seem very generous to low income work-
ers at first glance, it should not be implemented
without evaluating its costs, both for workers
and the businesses that employ them.

VULNERABLE COMPANIES

No fewer than nine out of ten small and
medium-sized enterprises would be directly af-
fected by such a minimum wage hike.? Retail
employs 45% of all minimum wage workers, the
largest percentage of any sector, followed by
the accommodation and food services sector
with 23%. Together, these two sectors thus ac-
count for 68% of minimum wage earners, a total
of over 182,000 employees.3

These sectors also have very low profit margins.*

Businesses in these sectors don’t have much left
over once they have paid their taxes and sub-
tracted their administrative and operating ex-
penses such as material, labour, and manufac-
turing costs.® The profit margins for gas stations
and restaurants, for example, are less than 3%,°
meaning that for every $100 they make in sales,
they take home a net surplus of only $3 once
they have paid their employees and covered
their other expenses.

There is no doubt that a sudden and drastic hike
in the minimum wage would jeopardize the fi-
nancial health of many businesses in the retail,
food services, and accommodation sectors. To
reduce expenses, these businesses would be
forced to resort to laying off employees, cutting
hours, or passing the bill on to consumers. As a
result, some of the 182,000 minimum wage
workers in these sectors would be at risk of los-
ing their jobs.

The typical minimum wage worker
in Quebec is between 15 and 24

years of age and has a part-time job
in retail, food services, or
accommodation.




THE TYPICAL MINIMUM WAGE
WORKER IN QUEBEC

According to a widespread belief,
the typical minimum wage worker
in Quebec is a single mother. This
stereotype, however, is far from
reflecting the reality of the matter.

Although women did make up a
higher percentage of minimum
wage workers (58%)’ in 2019, that
doesn’t mean that these workers
were mostly single mothers. In
fact, no less than 60.6% of min-
imum wage workers are between
the ages of 15 and 24.8 They are
therefore mostly young people,
who are statistically less likely to
have a child in their care” com-
pared to workers aged 25 to 44,
who make up only 17.8% of min-
imum wage workers, or one quar-
ter as many.'? Furthermore, 74%
of people aged 15 to 24 still live
with at least one of their parents,
a situation typical of students.
Also, 61.6% of minimum wage

Figure 1

Demographics of minimum wage workers in Quebecin 2019

Gender

Age

55 and older
13.5%

45-54
8.1%

Men
42.3%

25-44
Women 17.8%
57.7%
15-24
60.6%

Economic sectors

Other sectors
14.3%

Type of employment

Manufacturing
5.9%

Full-time
38.4%
Food services
and accommodation
23.3% 61.6%
Retail
44.6%

Information and culture
4.3%

Health
4.8%

Source: Institut de la statistique du Québec, Statistics, By theme, Employment and labour market,
Compensation and benefits, Minimum wage, Employees earning minimum wage, results by various labour
and employment characteristics, 1997-2020, Québec, 2021, consulted December 6, 2021.

Part-time

workers have a part-time job,?
which is the case for most students with employ-
ment."3 (See Figure 1.)

The typical minimum wage worker in Quebec is
therefore between 15 and 24 years of age and
has a part-time job in retail, food services, or ac-
commodation. This is a far cry from the scenario
frequently painted by political parties of the pre-
carious single mother, who makes up only a
small fraction of such workers.' Still, it is worth
taking a closer look at the after-tax income of
single-parent families, which is also not what you
would expect.

A MUCH HIGHER NET INCOME

Working for minimum wage as a single parent
does not have the same consequences as for
part-time students. Indeed, the tax system fac-
tors in the needs and responsibilities of a person
with dependent children, a fact that is too often
ignored in conversations on hiking the minimum
wage.

Picture a single parent working 35 hours a week
for 52 weeks a year. In 2021, their hourly wage of
$13.50 works out to an annual gross income of
$24,570.'° Those seeking to justify major increases
in the minimum wage often stop here, which does
not provide us with an accurate picture of the situ-
ation of these workers. Single parent workers ac-
tually receive an additional $12,615 in various
benefits. After subtracting taxes and contributions,
their annual net income amounts to $34,672 (see
Table 1), which effectively takes them from $13.50
to $19.05 an hour. This net wage is higher than the
increase being demanded by unions.

CONCLUSION

A dramatic hike in the minimum wage, were it to
be adopted, would have a negative impact on the
very workers it seeks to assist and on Quebec’s
economy in general. It would jeopardize the
jobs of typical minimum wage workers, namely
students with part-time positions in sectors that
might not be able to absorb such an increase,
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Family allowance 3,545

Work premium 1,347

Total benefits 12,615

Net disposable income 34,672
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