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Introduction
On behalf of our over 1000 members, the Greater Charlottetown Area Chamber of
Commerce welcomes the opportunity to share views and suggestions on the
minimum wage system in Prince Edward Island.
Our members support a livable income for their employees. As a Chamber, we
acknowledge that some evidence suggests that modest increases in minimum
wage can be done without disrupting the labour market. However, the provincial
government needs to be mindful that minimum wage increases are not the only
lever in achieving a livable income. We believe that there are levers the provincial
government can pull in addition to modest minimum wage increases, or alternatives
to minimum wage increases that the provincial government can pursue so that
employees gain access to a livable income and businesses do not become less
competitive.
With COVID-19 largely behind us,
our province is in a unique situation
where we can implement strategic
changes to our minimum wage
system so that both business owners
and their employees can succeed
and prosper. The Chamber has long
advocated for a transparent, fair,
and predictable minimum wage
system.
With
our
hardest-hit
businesses moving towards the road
to recovery, it is more important
than ever that government acts
now.
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Transparent
Island employers require an open and transparent minimum wage review process.
Minimum wage changes must occur in a manner that is open and transparent and
engages with all parties that may be impacted. The easiest way to achieve this is to
set forth a strategy that identifies and publishes plans to support the minimum wage
system for the long term. This will allow measurement of progress and ensure it is still
moving towards achieving its goals for both business owners and employees.
Our members appreciate that in the fall of 2019, the Government of PEI signalled its
intent to implement a multi-year approach to minimum wage increases [1] and look
forward to the government following through with this intention. However, this will be
the third minimum wage review with no clear plan, target, or strategy. The COVID19 pandemic has left many businesses hanging on by a thread, and we hope that
more clarity can be brought forward on implementing this multi-year approach.
Additionally, the provincial government should consider including a thorough
review of the minimum wage methodology while exploring alternative models and
best practices in other jurisdictions.
Open consultation with community stakeholders and potentially impacted
organizations must occur to ensure an open and transparent process. An open and
transparent process will allow business owners and the provincial government to
work together towards the same objectives. The Chamber, and its members, look
forward to providing input on the development of a minimum wage strategy.

RECOMMENDATION #1
That the provincial government define its desired outcome for
minimum wage, review current methodology, and develop a long-term
strategy for minimum wage all within the next six months as a way to
create a transparent, fair, and predictable process.
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Fairness
Island employers want a process that considers the impacts on their employees and
their businesses.
This year, PEI’s minimum wage was increased to $13 per hour, making it the highest
minimum wage rate in Atlantic Canada. While this year’s increase was only 15 cents
(1.17%), from $12.85 to $13 mainly due to the impacts of COVID-19, previous yearly
increases (see table 1 below) amounted to much higher percentages [2] when
compared to increases in PEI's Consumer Price Index (CPI). In 2020, the Consumer
Price Index for PEI was unchanged compared to 2019 [3].

A minimum wage increase that is considerably higher than CPI is a significant
expense for businesses, especially as they get through the last leg of the pandemic
and the hardship it has caused. Adding increased payroll costs for businesses such
as Employment Insurance, Workers Compensation, Canada Pension Plan, which are
calculated as a percentage of wages, can quickly create further financial strain in
addition to the wage increase itself.
As a result of these observations, Chamber members recommend that the
provincial government set the desired minimum wage outcome it wishes to reach,
and then begin to tie future minimum wage increases to the prior calendar year’s
Consumer Price Index, to ensure a fair and easily understood increase.
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Fairness
Island employers want a process that considers the impacts on their employees and
their business.

RECOMMENDATION #2
That the provincial government set its desired minimum wage target.
Once the target is achieved, begin to tie future minimum wage
increases to the prior year’s Consumer Price Index.

Chamber members also encourage the provincial government to continue
considering alternate methods to move towards a livable income for employees.
Our members welcome the provincial government’s decision to increase the Basic
Personal Amount from $10,500 to $11,250 in the 2021-22 operating budget [4].
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Fairness
Island employers want a process that considers the impacts on their employees and
their business.
Compared to other provinces (see table 2 below), we are still below the Canadian
average of $12,818 [5]. As promised in the 2019 provincial election, the Chamber
looks forward to the provincial government fulfilling its promise to increase the Basic
Personal Amount to $12,000.

RECOMMENDATION #3
That the provincial government fulfils its election promise to increase
the Basic Personal Amount to $12,000 before 2023.
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Fairness
Less taxes, more income for employees.
COVID-19 has revealed disproportionate growth in income gaps, with lower-income
earners receiving less due to the nature of their jobs. These included employees in
restaurants and other ‘non-essential’ businesses that were forced to close
temporarily (and in some cases permanently) due to public health orders
throughout the pandemic.
The pandemic has also revealed that Prince Edward Island’s tax brackets are
disproportionate compared to our Atlantic region counterparts. Although our
minimum wage rate is the highest in Atlantic Canada, our province taxes our
lowest-income earners (i.e. those in the lowest tax bracket) at the highest rate in the
region [6] (see table 3 below for comparison).

Provincial tax rates and differences in provincial tax credits, such as the basic
amount and the low-income tax reduction, have a direct cash flow impact on
employees. For example, a lower-income employee earning $25,350 ($13 per hour,
37.5 hours per week) before taxes would take home more money in the other
Atlantic provinces than in PEI, most notably as much as $525 more if they worked in
New Brunswick.
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Fairness
Less taxes, more income for employees.
As a result of these findings, our members want the provincial government to reevaluate PEI’s current income tax bracket model to better align it with the Atlantic
provinces so that we don’t tax our lowest-income earners at the highest rate.

RECOMMENDATION #4
That the provincial government re-evaluate its income tax bracket
model to better align with the Atlantic provinces and leave more
money in the pockets of Islanders, especially low-income Islanders.
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Predictable
Business owners want a predictable minimum wage process, so they can plan and
grow with confidence.
Our members have appreciated the approximate five-month notice of the increase
to the minimum wage over the past several years, after the Chamber’s consistent
recommendation to give employers ample warning of any increases to minimum
wage. The greater amount of notice given to business owners allows them to better
prepare for an increased minimum wage, and adjust budgets and pricing
accordingly.
The pandemic’s impacts will continue to linger for years to come. As a result, it is
harder for employers to predict what they need from the provincial government in
relation to the minimum wage in 2022. That said, businesses have undoubtedly
stepped up during the pandemic and have consistently supported their employees,
and have been supportive of the provincial government’s handling of COVID-19.
To ensure adjustments reflect current economic conditions, Chamber members
reiterate the need to develop a long-term strategy for minimum wage as a way to
create a transparent, fair, and predictable process.

RECOMMENDATION #5
That the provincial government mandate that a notice of a minimum
wage rate change be given no later than six months before a
scheduled increase.
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Business Realities
Businesses have been extremely challenged throughout the pandemic, and many of
these challenging realities will exist for some time.
As we progress towards the road to recovery, business owners must make strategic
and difficult decisions to ensure their future sustainability. Typically, these decisions
are less favourable for employees for whom a minimum wage increase is intended
to benefit. Decisions include:

1
2
3

Adsorb added cost out of business profits
While some businesses may be able to absorb costs from profits, others simply
cannot. Many users of minimum wage labour are in retail, hospitality, and food
service. Even during good years, these industries operate on razor-thin margins.
Through COVID-19, they are among the hardest-hit businesses and have little
means to incur any additional expenses.
Increase prices
If business owners cannot absorb the added costs from profits, they must
consider increasing their prices. This runs the risk of making member businesses
less competitive than their regional and national counterparts, impacting their
growth potential.

Consider ways to reduce labour costs by reducing staff and/or finding
alternative ways to serve customers
Many retail stores across PEI are moving toward self-serve check-outs over
hired staff. Wages may well be driving these changes in technology to reduce
staff. Members indicate that while they prefer staff to serve customers, rising
labour costs force them to consider more cost-effective ways to do so.
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Business Realities
Businesses have been extremely challenged throughout the pandemic, and many of
these challenging realities will stick around for some time.

4

Close business or reduce hours
As the pandemic subsides and federal support programs end, it could
become challenging for businesses to cover for extra payroll expenses,
especially if economic conditions recover slowly. While a reduction in hours
may be necessary, this may reduce competitiveness and overall sales. As a
result, some may have no choice but to close completely.
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Summary
Island employers want a transparent, fair, and predictable process to ensure our
province’s long-term business health and competitiveness.
Minimum wage changes should consider the financial impacts on employees
earning a livable income, the current economic conditions as we progress through
the end of COVID-19, and employers’ monetary restrictions. Chamber members
want to find the appropriate balance to support employee needs and to ensure
long-term growth in their post-pandemic business.
A summary of the recommendations on behalf of Chamber members include:

RECOMMENDATION #1

That the provincial government define its desired outcome for minimum wage,
review current methodology, and develop a long-term strategy for minimum wage
within the next six months as a way to create a transparent, fair, and predictable
process.

RECOMMENDATION #2

That the provincial government set its desired minimum wage target, and once the
target is achieved, begin to tie future minimum wage increases to the prior year’s
Consumer Price Index.

RECOMMENDATION #3

That the provincial government fulfils its election promise to increase the Basic
Personal Amount to $12,000 before 2023.

RECOMMENDATION #4

That the provincial government re-evaluate its income tax bracket model to better
align with the Atlantic provinces and leave more money in the pockets of Islanders,
especially low-income Islanders.

RECOMMENDATION #5

That the provincial government mandate that a notice of a minimum wage rate
change be given no later than six months before a scheduled increase.
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