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THE UNINTENDED NEGATIVE CONSEQUENCES
OF SIGNIFICANTLY RAISING THE MINIMUM WAGE
By Maria Lily Shaw and Gabriel Giguère

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 1st, 2022. This 5.6% hike is seen as
a disappointment by unions and activist groups1
that are demanding an immediate increase to
$18/hour, a 33% jump. While such an increase
might seem very generous to low income workers 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 affected by such a minimum wage hike.2 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 account for 68% of minimum wage earners, a total
of over 182,000 employees.3
These sectors also have very low profit margins.4
Businesses in these sectors don’t have much left
over once they have paid their taxes and subtracted their administrative and operating expenses such as material, labour, and manufacturing costs.5 The profit margins for gas stations
and restaurants, for example, are less than 3%,6
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 financial 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 losing 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.
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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.

Figure 1

Demographics of minimum wage workers in Quebec in 2019
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for 52 weeks a year. In 2021, their hourly wage of
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increase being demanded by unions.
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 factors 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.

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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given their very thin profit margins. As for single
mothers, often used to illustrate the plight of
minimum wage workers, their situation is not at
all representative of the category. Furthermore,
there exist other, more effective and less economically harmful methods to directly assist single mothers, such as education and training, as
well as more targeted measures.
Table 1

Tax situation for a single parent family earning minimum
wage with a school age dependant, 2021
Hourly wage
Annual earnings

13.50
24,570

Quebec taxes

(859)

Federal taxes

0

RAMQ contribution

0

Payroll tax

(1,654)

Total taxes and contributions

(2,513)

GST credit
Solidarity tax credit
Tax shield

755
1,153
50

Canada child benefit

5,765

Family allowance

3,545

Work premium

1,347

Total benefits

12,615

Net disposable income

34,672
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