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Home workers receive $7.54 per hour.

The minimum wage is the lowest hourly wage rate an employer can 
legally pay an employee. Both full-time and part-time workers are 
covered.(Information on who is covered and who is not is available from 
the various Ministries of Labour). Most would receive the general 
minimum wage of $6.85 per hour. Should one work 40 hours per week and 
52 weeks per year, this would amount to a gross income of only $14,248.

2. Age and Gender Profile of Minimum Wage Workers 

A short profile of minimum wage workers is important for two reasons: 
first, a popular misconception is that the majority of minimum wage 
workers are teenagers living at home in middle class families; and second,  
if minimum wage legislation is an important tool in redistributing income 
to low wage people, we need to know who they are in order to ascertain 
what effects minimum wage changes would have.

Goldberg and Green provide the clearest explanation and most recent data 
on  who minimum wage workers are, i.e., their age, gender, education, etc. 
They provide a breakdown of the minimum wage population aggregated 
for BC, Alberta, Ontario and Quebec, using Survey of Labour and Income 
Dynamics (SLID) data. Table 1 below shows breakdowns by age for 
women minimum wage-earners, male minimum wage-earners and the 
total minimum wage population. They define minimum wage-earners as 
all individuals whose wages were within 25 cents of the minimum wage in 
the earner’s province. 
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Table 2 shows the highest education levels of minimum wage workers. 
Almost half of minimum wages workers have some form of post-
secondary education. While only 2% of minimum wage workers have a 
university degree, there are fewer minimum wage workers with less than a 
high school education than in the past. As Goldberg and Green (1999:5) 
note, another myth has been destroyed: “Contrary to popular perception, 
minimum wage workers are not primarily high school dropouts.”

The SLID survey data does indicate that most teenage minimum wage 
workers (91%) were full-time students during some part of the year. This 
indicates that minimum wage work is an important source of income for 
many students during their post-secondary education. Table 3 shows that 
about 55% of minimum wage workers live with their parents. If the 
parental household had a high total income level, one could discount any 
redistribution effect of minimum wages. But Card and Lemieux (1996) 
hold that live-at-home minimum wage earners are part of a trend toward 
young people living with their families longer because of poor labour 
market or job prospects. One could therefore note the obvious, that 
students had to live at home as the minimum wage they received was so 
low it prohibited living on their own. A higher minimum wage could 
therefore lead to more financial independence. A similar case can be made 
for “married” women needing greater financial independence.

No matter how one interprets these numbers, a substantial percent of  
minimum wage workers are adults not living with their parents and 
therefore, the minimum wage may well play a positive redistributive role.

Table 4 below enables us to ascertain more precisely the income levels of 
families with minimum wage earners. Here the proportion of minimum 
wage earners with total family income from employment are shown. 13% 
of minimum wage earners are in families with employment income in the 
poorest 5th percentile. A further 34% of minimum wage earners are in 
families whose employment income places them in the bottom 25th 
percentile of family employment income. In short, as Goldberg and Green 
(1999) note the “evidence clearly shows that minimum wage earners are 
disproportionately represented among low income families.” 

Ontario Federation of Labour
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This evidence suggests that an increase in the minimum wage will have a 
redistributive benefit for low income families. At the same time, it is 
obvious that minimum wage increases also deliver benefits to some 
minimum wage earners who live in better-off households. 

These distributional findings studied by Goldberg and Green (1999) are, 
as noted, the most recent available.  It is worth noting that they are similar 
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increases on the one hand, and on the other it may be that researchers need 
to go back a year prior to an increase in order to capture the subsequent 
impacts of a minimum wage change. Baker et. al. utilize such longer time 
periods and regression analysis to assist them in measuring the impacts of 
minimum wage changes. But, here again, results show only limited 
impacts. The “disemployment” effects for certain age groups (male young 
adults and adult women) long touted by conservative economists are so 
small that they do not necessarily imply layoffs, but “merely represent a 
decline in what the employment-to-population level might otherwise 
have been.”

Discussions on the effects of minimum wage changes can even get more 
complicated as researchers debate methodologies, the relative impacts of 
particular wage increases, as well as the time period over which the impact 
should be studied. The purpose here is merely to indicate that such 
complexities exist, not to detail them or far less resolve them. Our focus is 
on the conclusions that new research reaches, namely: the employment 
and disemployment effects of most minimum wage changes are so small as 
to best be characterized as negligible.

4. Moving Minimum Wage Workers From Poverty to a Living Wage

Our review of minimum wage studies revealed that the disemployment 
effects of increases to the minimum wages are very small. Therefore, any 
attempts to portray increases to the minimum wage as a great job killer are 
not justified by the evidence.
 
This research also found that increases in the minimum wage are 
beneficial for the recipients themselves and have positive distributional 
effects as they result in a net increase for low wage earners, with such 
increases going disproportionately to those in low income families. Put 
another way, such increases do not primarily go to middle or high income 
families.

Our review also found that the majority of minimum wage workers are not 
teenagers, but rather women and young adults. Thus minimum wages play 
an important role by creating a floor for recipients and, as such, play a role 
in reducing the wage gap which still exists between men and women.

Goldberg and Green (1999) showed that only a small percentage of the 

work force are currently employed at minimum wage levels, but three 
further pointa are worth noting:

A number of studies suggest that increasing the minimum wage 
may also raise many wages that are already above the minimum 
wage, Benjamin (1995) and in the US, Card and Krueger (1995). 
Such effects, known as spillover effects, are limited but 
nonetheless significant.

Statistics Canada’s 1996 census documents a general decline in 
incomes as more Canadians worked at poor paying jobs, more 
worked part-time, on contract and in temporary employment. If 
this trend is to continue more, not less, people will need the floor 
of minimum wages and they will need it raised.

If, instead of reviewing the studies of people who actually receive 
the minimum wage and then examining the effects of raising such 
to a liveable income level, we looked at all those living beneath 
Statistics Canada’s Low Income Cut Off  (LICO), we would find 
that fully 12% of Canadian people live in poverty.  This 1999 
figure has varied in the last decade between 11-14%. This is 
obviously a much larger figure with much more significant 
spillover effects.

Thus, we can conclude that increasing the minimum wage is a useful tool 
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and across the country to a wage above the poverty line is an important 
part of such an overall strategic approach to lessening poverty and 
inequality. A society that cannot pay people who work full time all year, a 
wage above the poverty line - i.e. a living wage - cannot make any claims 
to being either just or fair.

Such a minimum wage could be established based on several distinct 
criteria. The Ontario Federation of Labour and many unions and labour 
centrals across the country have long called for a minimum wage set at 
70% of the average wage and indexed to the cost of  living (Consumer 
Price Index (CPI)) (OFL, 1990:21; 1999:7). Indexing is important as a 
fixed minimum wage loses its buying power over the years, otherwise the 
battle  just to maintain its buying power has to constantly be re-fought. 

Another proposal currently enjoying some popularity would be to utilize 
the Statistics Canada Low Income Cut Off (LICO) as an  indicator of 
poverty. The LICO “cutoffs” are based on Canadian household surveys 
which indicate that the average household spends 34.7% of its income on 
the basic necessities of life, namely food, clothing and shelter. Statistics 
Canada has concluded that a household that  that needs to spend more than 
54.7% of its income on such basics is poor. 

The Low Income Cut Off changes with household size and with 
population size (large urban areas to rural areas). The index is adjusted 
every two years as new survey data becomes available. The percentage of 
household income spent on basic needs, while not an official measure of 
poverty, is a widely recognized measure of relative deprivation. 

Table 5 above compares the minimum wage set at the LICO level for a 
large urban area with the current Ontario mimimum wage. The third 

column shows how much the current minimum wage would have to 
increase in order to reach the LICO level. It may not be possible to reach 
such an ambitious target in one step, but via staged increases.

A further concern of trade unions has been to repeal the numerous 
exemptions to coverage under existing legislation and to extend coverage 
to all employees including agricultural workers, domestics, professionals  
and so-called “independent contractors.” 

5. Municipal Fair Wage Policies

A number of municipalities across Ontario have instituted fair wage 
policies. These policies apply to the wages and working conditions of 
those a city is doing business with such as those who are directly 
contracted by the city or subcontracted to do municipal work. The Fair 
Wage Policy in Toronto was originally implemented in 1893 in order to 
ensure that contractors for the city paid their workers’ union rates or for 
non-union workers, the prevailing wages and benefits in their field of 
work.  The strength and persuasion of the building trades unions was 
crucial to this development. 

The current rates of pay of those falling under this policy can be found in 
Fair Wage Schedules. While municipal schedules vary regionally across 
the province, they are usually within about 10% of the going union rate for 
that classification. Fair Wage policies have expanded over the years to 
include non-construction classifications such as clerical work, but still 
generally omit a significant number of non construction classifications, 
particularly those wherein women constitute a majority, such as cafeteria 
workers. Fair Wage policies have been extended to ensure acceptable 
hours of work and working conditions in order to better pro3e polic000c;61825182'
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to enhance the reputation of the City for ethical and fair
business dealings.

Toronto's Fair Wage Policy also demands compliance with the 
Occupational Health and Safety Act and its regulations. 

Municipal fair wage policies are in place in other Ontario municipalities 
beyond Toronto, such as Hamilton, London, Windsor, and Kingston. Such 
policies usually include municipal boards and commissions as well as the 
municipality per se. The federal and provincial governments also have fair 
wage policies as do various other municipalities across the country 
(Edmonton, Vancouver, etc.).  As advantageous as many of the fair wage 
policies seem, a number of municipalities, while having  such policies on 
their books, fail to put the necessary  effort into enforcement. Toronto 
maintains a higher level of enforcement than most thanks to the continued 
strength of the building trades unions and the dedication of key officials.

There are two further limitations to fair wage policies. As noted, these 
policies only impact on those employed by a municipality or other level of 
government and are therefore limited in scope; and second, the wage rates 
and benefits involved, while regionally varied, are much higher than the 
Statistics Canada LICO. Indeed, they are much closer to union rates. 

Adopting such a standard for a living wage would entail a massive 
increase from current minimum wages. Indeed, moving from the current 
minimum wage in Ontario to the LICO level would involve a 57% 
increase (see Table 5). Therefore, fair wage policies should be expanded 
to include those classifications not covered, updated to reflect prevailing 
wage rates, and  be better enforced, but they are not the best basis for 
moving minimum wages above the poverty line. While both a movement 
towards a living wage and improved fair wage policies belong within an 
anti-poverty agenda, they need to be recognized as distinct components of 
such an agenda.

6. A Living Wage and Trade Unions

As indicated, raising the minimum wage beyond the poverty level would 
have positive distributional effects for low income earners. Although 
certain limitations have been  noted, one also has to be employed to 
receive any benefit. The fair wage policies referred to above were largely 

implemented as a result of the strength of the construction trade unions. 
Thus, it may well be worthwhile to examine the role of trade unions in 
terms of raising income levels and thereby  mitigating inequality and 
poverty. The intent here is to very briefly indicate the economic advantage 
of trade union membership rather than explore all the complexities of their 
impact on the macro economy, on society at large or even on individual 
members.

The evidence clearly shows that collective bargaining raises both the 
wages and benefits of unionized workers compared to non-unionized 
workers doing comparable work. What is called the “union advantage” or 
“union wage premium” raises all income levels but raises those for low 
income workers the most. Collective bargaining promotes greater 
equality of wages and working conditions within unionized workplaces 
by compressing wage and benefit differentials. Thus, as Jackson and 
Robinson (2000:95) argue: “The impact of collective bargaining on the 
incidence of low pay and on equality in the labour market as a whole thus 
depends on the extent of collective bargaining coverage in the labour force 
as a whole.”

Union coverage in 1998 as a percentage of paid jobs was 33% in Canada 
as a whole and was 29.6% in Ontario, according to the Labour Force 
Survey. Table 6 below shows the average hourly wages for unionized and 
non-unionized women and men. The average wage of women in 
unionized jobs is shown to be 31% higher than the average wage of 
women in non-unionized jobs. The average wage for men is shown to be 
24% higher in unionized jobs. The table also shows that the union 
premium tends to be higher for less educated workers and for those 
employed in sectors with traditionally lower wages such as sales and 
services. One further point to be aware of is that the “pure” union premium 
is slightly smaller than these figures indicate as union membership 
overlaps with other job characteristics such as age, size of workplace, etc.

Table 7 below summarizes the benefits of unionization for all workers and 
for women and men in particular, as of 1998.

These figures show that unionization makes a difference! It dramatically 
boosts wages and benefits. While unionization covers one third of the 
workforce and therefore directly affects far more people than fair wage 
policies, fully two thirds of the workforce remain without union 
protection.  As with fair wage rates, the gap between what is (poverty 
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level minimum wages) and what should be (union rates)  is so wide it 
would be difficult, if not impossible, to make such a leap in the immediate 
future.

So while organizing non-union workers results in dramatically higher 
wages, benefits and other advantages, and such organizing needs to 
increase, union organizing can only form part, albeit an important part, of 
an anti-poverty strategy.

7. Conclusion: the Case for a Living Wage

This brief overview refutes some common misperceptions and reinforces 
the validity of striving for a living wage. The following points summarize 
our findings thus far:

most minimum wage recipients are not teenagers, but rather 
young adults and women;

minimum wage recipients are not primarily high school dropouts;

recipients tend to be from low income families;

while many recipients do live with their parents, a substantial 
percentage of minimum wage workers are adults living on their 
own;

Raising the minimum wage would have positive redistributional 
effects;

factors in the economy and labour market other than minimum 

Ontario Federation of Labour
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wages influence employment levels as much as or even more than 
change to the minimum wage;

substantial employment or disemployment effects of raising the 
minimum wage cannot therefore be empirically substantiated;

while Goldberg and Green (1999) found that only 3.6% of the 
total workforce was working at the minimum wage level, when 
we include all those receiving wages under the LICO poverty line 
it is fully 11age cannot th or disemplo
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wages influence employment levels as much as or even more than 
change to the minimum wage;

substantial employment or disemployment effects of raising the 
minimum wage cannot therefore be empirically substantiated;

while Goldberg and Green (1999) found that only 3.6% of the 
total workforce was working at the minimum wage level, when 
we include all those receiving wages under the LICO poverty line 
it is fully 11.8% after tax and 16.2% before tax of all Canadians 
(1999). We thus move from several hundred thousand workers to 
several million Canadians who would benefit from such a 
substantial  raise in income; and

even more workers would benefit from the "spillover" effect, 
which raises the income of those earning just above the 
minimum/living wage.

This paper also spoke to two further issues that could well form part of an 
anti-poverty agenda:

government fair wage policies, particularly those on the 
municipal level, assist those directly contracted by various levels 
of government, but need expansion to cover non-construction 
classifications and in a number of cases are in dire need of 
enforcement; and
 
the evidence shows that unionizing non-unionized workers 
dramatically improves living standards.

This paper’s focus has been to explore some of the key literature on the 
minimum wage and the implications of moving minimum wage workers 
and others receiving low  incomes out of poverty. A more comprehensive 
examination would explore how other policies such as social assistance, 
unemployment insurance, social housing, and free child care impact on 
living standards, so as to develop a complete anti-poverty agenda. Much 
work has already been undertaken in this area, such as the Canadian, 
Manitoban and Ontario Alternative Budgets (see reference) and much 
remains to be accomplished.

Moving minimum wage workers and other low income earners above the 
poverty line to what is popularly known as a living wage may be a 
herculean task. But this approach to the problems of inequality and 
poverty would have the most immediate and direct effect on those at the 
bottom of the income ladder. As Article 23 of the UN Declaration of 
Human Rights states: “everyone who works has the right to just and 
favourable remuneration ensuring for himself [herself] and his [her] 
family an existence worthy of human dignity, and supplemented, if 
necessary, by other means of social protection.” In other words, a living 
wage should be considered a basic right.
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