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INTRODUCTION

On behalf of our over 1,100 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.

While we understand the need for modest increases to minimum wage are
sometimes necessary, we believe there are levers the provincial government can pull
or alternatives the provincial government can pursue, so employees gain access to
a livable income and businesses do not become less competitive. The provincial
government needs to be mindful that simply raising minimum wage without such
additional levers could risk furthering high inflation, as wages impact business’
prices.

With COVID-19 largely in our rear-
view mirror, our province is in d
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 on
the road to recovery, it is more
important than ever that government
acts now.




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 should include defining the desired outcome of the
minimum wage system for the province. 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 PEl 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 fourth minimum wage review with no clear plan, target, or strategy. In
fact, the PEI Employment Standards Board has said that under existing legislation,
they are unable to fulfill its “statutory requirements and provide a multi-year
projection of the minimum wage,” and do not want to “provide a false certainty to
stakeholders about projected minimum wage rates”. In the same Report, the
Employment Standards Board agreed that moving towards a longer term plan for
minimum wage is “desirable.” They have gone as far as suggesting a target
minimum wage rate of $15/hr for April 1, 2024[2] despite having no legislative
power to implement such a change and offering no evidence as to why such an
increase is required.

The Chamber suggests the provincial government consider including a thorough
review of the minimum wage methodology while exploring alternative models and
best practices in other jurisdictions.
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TRANSPARENT

Island employers require an open and transparent minimum wage review process.

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 their 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, and to review
the existing legislation that governs the PEl Employment Standards
Act.




FAIRNESS

Island employers want a process that considers the impacts on their employees and
their businesses.

This year, PEl's minimum wage was increased by 70 cents (5.38%), from $13 to
$13.70[3], maintaining it as the highest minimum wage rate in Atlantic Canada.

PEI’s Consumer Price Index (CPI) also saw a higher increase this year (5.1%)[4] as the
Island’s economy and worldwide economy began to feel the impacts of inflation and
higher prices driven by the impacts of ongoing supply distribution delays, COVID-
related lockdowns, and in most recent months, the war in Ukraine.

The Bank of Canada is combating rising inflation by increases in the overnight rate
and quantitative tightening. On June 1, 2022, the bank increased the policy interest
rate by 50 basis points and the Governing Council said it “is prepared to act more

forcefully if needed” to meet its commitment of getting back to a 2% inflation target
[5].

However, previous yearly increases for PEl’'s minimum wage (see table 1 below)
amounted to much higher percentages[6] when compared to increases in PEl’s
Consumer Price Index (CPI). In 2020, the Consumer Price Index for PEl was
unchanged compared to 2019[7]. If these minimum wage increases that are higher
than CPI are intended as a “catch-up” to some pre-determined minimum wage figure
established by government, then this long-term strategy should be disclosed to the
business community so our members can plan accordingly.

Table 1: PEl Minimum Wage Increase for 2021, 2020, 2019, and 2018.

Year Dollar Increase Percentage Increase CPl Increase

2021 $0.70 5.38% 5.1%
($13 10 13.70)

2020 $0.15 1.17% 0%
($12.85t0 $13)

2019 $0.60 4.67% 1.2%
(12.251t0 12.85)

2018 $0.70 571% 2.3%

(11.5510 12.25)




FAIRNESS

Island employers want a process that considers the impacts on their employees and
their businesses.

A minimum wage increase that is considerably higher than CPI is a significant
expense for businesses, especially as they continue to recover from the pandemic
and the hardship it cost.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.

The Yukon[8] and Manitoba[?] adjust minimum wage rates each year relative on
the Consumer Price Index the prior calendar year, with the Yukon basing its
minimum wage on inflation in its capital city Whitehorse. Beginning April 2025,
Nova Scotia will start adjusting its minimum wage rate with the national Consumer
Price Index plus an additional 1% annually[10].

As a result of these observations, Chamber members recommend that the provincial
government set their desired minimum wage outcome they wish 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.

RECOMMENDATION #2

That the provincial government set their 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.
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FAIRNESS

Island employers want a process that considers the impacts on their employees and
their business.

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 $11,250 to $12,000, effective January 2023[11], fulfilling a
promise made in the 2019 provincial election.

However, compared to other provinces (see table 2), PEl remains below the
Canadian average of $13,092[12]. Our members call on the provincial
government to continue raising the province’s Basic Personal Amount to align with
the national average of $13,092, as one way of putting money back into the
pockets of Island workers. With the rate of inflation in PEl recently being the highest
in Canada[13], this consideration should be brought to the forefront.
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FAIRNESS

Island employers want a process that considers the impacts on their employees and

their business.
Table 2: Federal, Provincial, Territorial Basic Personal Amounts
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RECOMMENDATION #3

That the provincial government continues to raise the Basic Personal
Amount to better align with the national average of $13,092.




FAIRNESS

Less taxes, more income for employees.

COVID-19 has revealed disproportionate growth, 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 also
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[14] (see table 3 below for comparison).

Table 3: Tax Rate Comparison in Allantic Canada

Prince Edward Island $31,984 9.8%
| New Brunswick $44,887 ' 9.4%
Newfoundland and Labrador $38,081 I 8.7%
MNova Scotia $29,590 8.79%

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.
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FAIRNESS

Less taxes, more income for employees.

As a result of these findings, our members want the provincial government to re-
evaluate PEl’s current income tax bracket model and better align it with the Atlantic
provinces so that we don’t have to 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.




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 2023.

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.

The Chamber wants PEl to follow in the steps of other provinces like Nova Scotia,
Newfoundland & Labrador, and Saskatchewan, which have released timelines of
minimum wage increases through their respective Minimum Wage Review
Committees.




PREDICTABLE

Business owners want a predictable minimum wage process so they can plan and
grow with confidence.

Newfoundland & Labrador will increase its minimum wage, currently $13.20, over
three stages[15] — starting in October - until it reaches its desired goal by October
2023. Starting this October, Saskatchewan will increase its minimum wage every
October until 2024, when the province will hit its desired minimum wage|[16].

Nova Scoftia is actively on its path to increasing minimum wage to $15 by 2024
over five stages that span 6 months each, with modest minimum wage increases for
each target date[17]. The first increase, rising 40 cents to $13.35, happened in
April of this year.

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.




BUSINESS REALITIES

Businesses have been extremely challenged through the pandemic, and many of
these challenging realities will stick around for some time.

As we progress towards the road to recovery, business owners must make strategic
and difficult decisions to ensure their future prosperity. Typically, these decisions are
less favourable for employees for whom a minimum wage increase is intended to
help.

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
foodservice. Even pre-pandemic, these industries operated on thin margins.
Through COVID-19, they were among the hardest-hit businesses and have little
means to incur any additional expenses.

In June, our Chamber conducted a poll on the topic of minimum wage, which we
sent out to our members via email, to understand how minimum wage increases
impact businesses. We then examined responses from industries most impacted by
policies related to minimum wage, which include:

e Retail

e Restaurant, Food & Beverage

e Travel & Tourism

e Not-for-profits/Charitable

e Education, Training

e Personal Care, Services, Pet Care

Over 70% of poll respondents were the owners or CEOs of their business, who
employed up to as many as 50 employees or more.




BUSINESS REALITIES

Businesses have been extremely challenged throughout the pandemic, and many of
these challenging realities will stick around for some time.

If the provincial government were to follow the Employment Standards Board'’s
suggestion for a target minimum wage rate of $15/hr for April 1, 2024, 55% of
poll respondents said this would ‘somewhat’ or ‘severely” impact their business.

Through this Quick Poll, our members have listed the following as what steps they
will take to adapt to a $15/hr by 2024, including:

1. 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 regional and national counterparts, impacting their growth
potential. Over half of poll respondents said they would increase price because
of minimum wage increases.

2. Increase other staff wages to maintain internal equity

By raising minimum wage, other wages above such starting wage also must be
increased. Many of our poll respondents mentioned that they already pay some,
or all, staff more than minimum wage in order to have a competitive edge that
will draw future employees. As well, some staff have been at the company longer
and have received raises, so they make more than minimum wage presently. If
minimum wage were to increase to $15 by April 2024, 38% of poll respondents
said they would increase the wage of their employees already making above
minimum wage to maintain internal equity — another added cost to business.




BUSINESS REALITIES

Businesses have been extremely challenged throughout the pandemic, and many of
these challenging realities will stick around for some time.

3. Consider ways to reduce labour costs by reducing staff and/or
finding alternative ways to serve customers

Many industries are utilizing technology and Atificial Intelligence to reduce
wages costs and/or minimize hiring of new staff. Retail stores across PEl for
example are moving toward self-serve check-outs. Wages are a factor driving
these changes. Members indicate that, while they prefer staff to serve customers,
rising labour costs force them to consider more cost-effective ways to do so.

About 17% of respondents to our poll said they would decrease staffing if the
minimum wage were to increase to $15 by April 2024.

4. Close business or reduce hours

As the pandemic subsides and government support programs end, it could
become challenging for businesses to pay for extra payroll costs, especially if
economic conditions recover slowly. While a reduction in hours may be
necessary, this may reduce competitiveness and overall sales. Many of the
impacted businesses are seasonal, and have little opportunity to recover
increasing costs from time-limited sales revenues. As a result, some may have no
choice but to close completely.

About 14% of poll respondents said they would reduce hours of operation if
minimum wage were to increase to $15 by April 2024.




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 implications on employees
earning a livable income, the current economic conditions as we progress through
recovery from 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 their 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 fo create a transparent, fair, and predictable process.

RECOMMENDATION #2

That the provincial government set their 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 continues to raise the Basic Personal Amount to better
align with the national average of $13,092.

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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