Canada needs a raise!
The economic case for a federal $15 minimum wage
The issue of a $15 federal minimum wage is a key issue in the federal election.
The popularity of Fight for $15 & Fairness campaigns in Ontario, BC, Nova Scotia and elsewhere, have given
two federal parties -- the New Democratic Party and the Green Party -- the confidence to promise a $15
minimum wage for all federally-regulated workers.
Establishing a $15 federal minimum wage would be an important victory in the fight for decent work -- and
would send a message that workers in every province deserve at least $15 an hour.
The vast majority of Canadians support calls for a higher minimum wage and we need to let our elected
representatives know this -- especially during the federal election.
When candidates request your vote, ask them these clear questions: “Does your party believe that a
minimum wage should lift fulltime workers out of poverty? And if so, does your party support a $15 federal
minimum wage that rises enough each year to keep up with price increases?”
For more about why we need a $15 federal minimum wage, read on.

Won’t raising the federal minimum wage right now hurt the economy?
No. In fact, there are many economists who support higher minimum wages.1 In May 2014, the
internationally-read British financial magazine, The Economist, admitted it had been wrong in opposing
minimum wage increases: “No-one who has studied the effects of Britain’s minimum wage now thinks it has
raised unemployment.”2
And while there is little evidence to show that raising the minimum wage hurts the economy, there is
convincing evidence that raising the minimum wage helps the economy.

Raising the minimum wage is good for the economy
When workers have more money in their pockets, they tend to spend it in their communities not deposit
it in offshore accounts the way corporations and CEOs often do. Higher wages means workers have the
income necessary to support local businesses. Supporting local businesses strengthens the economy and
stimulates employment.
Clearly, what small businesses need most are customers; that’s why raising the minimum wage now would
make good economic sense.
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Customers create jobs
Businesses hire more staff only when they need to provide more services or make more things to sell.
That’s why workers with money to spend on goods and services are the real job creators. In fact, consumer
and household spending (the spending made possible due to wages) supports more than half of Canada’s
total economic output.3, 4 In other words our ability to spend money on goods and services keeps Canada’s
economy afloat.
But when our wages are cut or stay the same for long periods of time, we have less to spend as consumers
and households – and that harms the economy. Lately, workers have been relying on credit cards and bank
loans to make ends meet. But this can’t keep the economy going in the long term.
It’s time workers – especially low-income workers – got a raise.

Corporate tax cuts don’t create jobs
Corporations got a big raise between 2000 and 2012. That’s when different federal governments cut
corporate tax rates in half (from 29% to 15%)5 arguing that these profitable corporations would spend their
windfall on job creation.
But if corporations believe they don’t have enough customers to buy all their goods and services, they are
unlikely to produce even more goods and services – even if they’re making a profit! When a business is
stalled, it doesn’t produce more stuff and it doesn’t hire more workers. This helps explain why corporate tax
cuts haven’t produced the jobs that many expected.6

Corporations are hoarding profit
Instead, profitable corporations have simply pocketed their windfalls and rewarded themselves with huge
salaries. The Canadian Centre for Policy Alternatives calculates that “by 11:41 am on January 2 [2015], the
first official working day of the year, Canada’s top 100 CEOs already pocketed $47,358 — what it takes most
Canadians an entire year, working full-time, to earn.”7

It would take those same 100 CEOs only about one hour
to make the same amount of money as a full-time Ontario
minimum wage earner in a whole year.
Meanwhile, the remaining profits are just piling up in corporate bank accounts. Statistics Canada data from
2013 reveals that corporations have accumulated a mountain of cash totaling more than $630 billion8 –
about 2.5 times the entire federal budget of Canada!9
This pile of “dead money” could be brought to life by using it to increase the wages of low-income workers
and taxing it fairly to fund the public services we all need like health care, child care, education, social
assistance and more.
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Won’t raising the federal minimum wage just make everything more
expensive?
No. According to Statistics Canada, between 1975 and 2013 after adjusting for the effects of rising prices,
the minimum wage increased by only one single penny.10 Yet the prices of food and housing have increased
much faster. For example, between 1980 and 2010, average home prices increased 400% faster than aftertax income.11 Between 2007 and 2012, the price of food increased nearly twice as fast (19%) as other goods
(10.7%)12 and about four times faster than average wages (5%).13 Increases in the price of food and housing
hurt low-income workers more because such workers need to spend a higher proportion of their wages on
shelter and food.14
Wages have far less impact on prices than we are led to believe because wages typically comprise a
relatively small portion of the price of a product. For example, if we look at the price of a car: labour costs
represents less than 10% of the price,15 while the remaining 90% covers everything from the cost of supplies
(or raw materials), transportation, advertising, the multi-million dollar salaries of the various corporate CEOs
and, of course, profit.
In a few cases where the production of goods or services is labour intensive, there may be some modest
price increases as wages rise. But generally speaking, labour costs are not decisive in the price of goods and
services, and in any case we feel it is important to insist that corporate competition be based on the quality
of the services offered, not on how poorly workers are paid.

What really causes prices to go up?
Prices tend to rise (or fall) when there are increases (or decreases) in the cost of the supplies used to make
things. For example, increases in the cost of oil or even of cereals like corn can force prices higher.16 A rise in
price could be triggered by low supplies, high demand and/or speculation on the stock market that artificially
inflates prices. Similarly, a fall in the Canadian dollar can make imported things more expensive and cause
local prices to rise if they use imported goods.17, 18

What happens when workers’ wages don’t increase when prices rise?
Minimum wage earners know firsthand how hard life gets when prices rise and wages don’t keep up. In
Ontario, the minimum wage was frozen for nearly a decade between 1995 and 2004 while prices increased
by nearly 21 percent.19 That’s the same as having a wage-cut by one-fifth! It’s usually bad for the economy
when workers have less to spend and businesses have fewer customers.
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In today’s fragile economy, however, a failure to ensure workers’ wages keep up with rising prices, will further
depress demand for local businesses and could accelerate a downward spiral in the Canadian economy.

But won’t some businesses go under if they have to pay higher
wages?
It is true that companies relying on poverty wages may not survive when the law requires all workers to
be paid wages that bring them above the poverty line. However, not all businesses rely on poverty wages.
There are plenty of successful businesses that pay decent wages. In fact, contrary to what many people
may assume, the research shows that large firms with more than 500 employees are far more likely to be
minimum wage employers than smaller firms.20 Many small businesses pay their staff well because they
know that treating staff fairly reduces turnover and generates repeat customers, fair businesses shouldn’t
have to compete with large corporations that rely on poverty wages.21
That’s why the best employers benefit – and can even expand their businesses – when laws demand
workers be treated fairly. As long as the laws are proactively enforced, fair minimum wages and employment
standards protect decent employers as well as workers. As a case in point, Nelson Lichtenstein, in his
book: The Retail Revolution: How Wal-Mart Created a Brave New World of Business shows how Walmart’s
systematic avoidance of minimum wage laws gave Walmart an unfair advantage over their competitors that
paid better wages.22

A decent national standard
Re-instating the federal minimum wage at $15 an hour and increasing it annually to keep up with rising
prices (as measured through the Consumer Price Index), would create a national standard that raises lowincome workers’ wages to at least 10% above the poverty line, as measured by the pre-tax Low Income
Measure.
Because there is no single, high standard for a pan-Canadian minimum wage, workers doing the same job
in one province can earn lower wages than others doing the same job elsewhere. Such wage differentials
also mean that low income workers have variable access to income support through the federal Employment
Insurance program, which already suffers from the problem of regional fragmentation and unfairness.
Workers must re-assert the importance of establishing a high, universal, pan-Canadian minimum standard
for wages – and for high, universal standards for all social programs.
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