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Figure 1
Evolution of the employment rate (15-24-year-olds)
and of the price of food purchased from restaurants
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Many politicians and interest groups advocate
a rapid increase in the minimum wage in the
name of social justice.1 Yet this ignores the
results of past experiments. Ontario’s new
Minister of Labour, Laurie Scott, pushed back
by cancelling the increase to $15 planned
for January 2019, and by stating that the
minimum wage should be determined “by
economics, not politics.”2 Subsequent increases will be set based on the annual change
in the cost of living.3 This is a reasonable
compromise, which will avoid further harming workers at the bottom of the ladder, and
more specifically the young.
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In Ontario, the January 2018 increase bumped
this ratio up from 43% to 51% of the average
hourly wage, far above the 45% threshold that
limits the effects on employment. (The increase
planned for 2019 would have pushed it up to
around 54%.)6 It is therefore not surprising to
find that the employment rate among workers
between 15 and 24 years of age, which had
been trending upward for quite some time, fell
when the minimum wage law was adopted in
November 2017 (see Figure 1). Thus, 56,100
workers aged 15 to 24 lost their jobs between
the law’s adoption and October 2018.7
Furthermore, between the law’s adoption and
September 2018, there has been a 5.6% increase
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The minimum wage previously jumped from
$11.60 to $14 in Ontario at the start of 2018.
Adverse effects are already being felt, despite
the strength of the economy.4 This can be explained by the substantial increase in the ratio
of the minimum wage to the average wage.
Quebec’s experience during the 1970s showed,
among other things, that the number of jobs fell
if this ratio was too high.5

Employment rate for 15-24-year-olds

Price of food purchased from restaurants

Note: The employment rate is a seasonally adjusted monthly average, while the
consumer price index is not seasonally adjusted (the most recent data available for the
CPI is September 2018). The law raising the minimum wage to $14 was adopted on
November 22, 2017, and came into effect on January 1st, 2018.
Sources: Statistics Canada, Table 14-10-0287-01: Labour force characteristics, monthly,
seasonally adjusted and trend-cycle, last 5 months, 2015-2018; Statistics Canada, Table 1810-0004-01: Consumer Price Index, monthly, not seasonally adjusted, 2015-2018; Ontario
Ministry of Labour, A plan for fair workplaces and better jobs (Bill 148), November 22, 2017.

in the prices of meals in restaurants,8 a sector in which
nearly 70% of workers earned less than $15 an hour before adoption.9 This price increase is over three times
greater than that observed in the other provinces over
the same period.10 Such a variation is consistent with
past experiments, which show that restaurants quickly
pass on practically all additional costs to consumers.11
Finally, we can also expect the impacts of the minimum
wage hike to have been greater in rural regions, where
the average wage is generally lower. Workers who live
there are thus more at risk of losing their jobs, or of having their hours or their benefits cut.12
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NO POVERTY REDUCTION
While it may seem paradoxical, practically all
studies show that a substantial increase in the
minimum wage does not reduce poverty; it
mostly affects people who are not in low-income
situations, and it even contributes to an increase
in poverty due to the jobs that it destroys.13 A
report from the Financial Accountability Office
of Ontario on the effect of raising the minimum
wage to $15 concurs, estimating moreover that
it would entail a net loss of at least 50,000 jobs
in the province.14

CONCLUSION
No one doubts the good intentions of those who continue to call for rapidly increasing the minimum wage in
all circumstances, but that does not make it an effective
measure for reducing poverty. There are other ways of
doing so, including raising the basic income tax exemption, reducing the barriers that restrict access to the
labour market, or even increasing the tax benefit for lowincome workers who need to support themselves.20
These are the kinds of things we should be looking at, if
the purpose is to help these people.

According to a study based on the Canadian
experience, only a quarter of wage gains are
directed toward workers who are below the
poverty line. Taking into account the ensuing
job losses, the authors conclude that a minimum
wage increase has no net effect on poverty.15
Another study on the Canadian case arrives at
the conclusion that a 10% hike in the minimum
wage is associated with an increase of 4% to 6%
in the number of households in low-income
situations, since job losses for young workers reduce incomes for these households.16
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