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1. INTRODUCTION

Minimum wage legislation is one of the oldest government intervention in the labour
market. In Canada, the first minimum wage laws applicable to women in certain types of
employment were enacted during the 1910s. Six Canadian provinces had implemented such laws
by 1920 The scope of minimum wage legislation gradually expanded over the years to cover
young workers and men. By the 1960s, most workers were covered by minimum wage laws.

The original policy objective of minimum wage legislation was to protect women and
children, who were perceived to be the most vulnerable and exploited groups of workers at that
time. During the same period, related legislation regarding excessively long hours of work and
unhealthy working conditions was introduced. In all cases, the basic goal of the legislation was to
impose minimum standards in the conditions of employment.

The fundamental goal of minimum wage legislation is to guarantee a "decent" or "fair"
wage for all workers in the covered sectors. This type of legislation may also have other intended
or unintended consequences on the workings of the labour market. Since Stigler, economists have
guestioned the principle of minimum wage legislation because of its potential adverse effect on
employmenf  The textbook minimum wage theory—in which a minimum wage set above the
free-market equilibrium for less skilled labourers moves the economy along the demand curve and
thus reduces employment—has long been at the centre of the argument against minimum wages.
There is still much debate, however, on the empirical magnitude and importance of the adverse
effect of minimum wages on employment. In their influential book, Card and Krueger argue that
minimum wages have no adverse effect on employment in the United States. Recent studies for

Canada also suggest that minimum wages have, at best, only a small adverse effect on



employmentt

Minimum wage legislation may also help reduce poverty and thus serve as a redistributive
tool even if this is not the primary goal of the legislation. If a large proportion of minimum-wage
workers are poor and if raising the minimum wage effectively increases the income of these
workers, then a higher minimum wage will help reduce poverty. It is not clear, however, that
these conditions prevail in today’s labour market. It is often believed, as argued by Gramlich,
that minimum-wage workers are mostly secondary earners—teenagers and wives—from middle
and high income families. Raising the incomes of these workers is clearly not an effective mean
to fight poverty. On the other hand, Benjamin reports that, in Canada, only 36 percent of
minimum-wage workers, accountings for only 19 percent of hours worked, are teénagers. He
also finds that while the poorest families are not headed by minimum-wage earners —rather they
have no earner at al— more than 40 percent of minimum-wage earners come from low-income
families

If minimum wages are used to redistribute income, this raises the question of who pays for
the redistribution. As underlined by Freeman, the answer to this question depends on the labour
and product market conditions in the sectors where minimum-wage earners work. The potential
groups of payers are thus the consumers of the products of minimum-wage workers, the
shareholders of businesses who employ minimum-wage workers, and the low-wage earners
themselves who may suffer disemployment effects or longer unemployment spells. The answer
may also depends on the other redistributive schemes. As argued by Webb, in absence of a
minimum wage, the community or the state may be partly subsidizing the employers of teenagers

and wives who pay them “a wage insufficient to keep them in full efficiehcy”. In that respect,



minimum wages may be seen as moving redistribution from the state to the market.

Finally, the minimum wage may be an effective tool to reduce wage inequality. DiNardo,
Fortin and Lemieux have shown that the falling real value of the US federal minimum wage during
the 1980s has contributed significantly to rising wage inequality in the United States. In the fiery
debate on the pros and cons of minimum wages, relatively little emphasis has been placed on the
effect of minimum wages on the reduction of wage inequality, and more generally on the
reduction of wage differentials between men and women, and between younger and older
workers! This singular neglect of the effect of minimum wages on the reduction of inequality is
particularly remarkable given that rising wage inequality and changes in the gender wage gap have
attracted much attention in the recent economic literature. The debate on these issues reflects the
same concerns about social justice and fairness that were at the heart of the early minimum wage
legislation. Such concerns may explain ongoing public support for these policies.

The first goal of the paper is to investigate the contribution of minimum wages to the
reduction of inequality in Canada. For that purpose, we analyse the effect of minimum wages on
the distribution of wages using the 1988 Labour Market Activity Survey (LMAS) and the 1995
Survey of Work Arrangements (SWA) of Statistics Canada.

The second goal of the paper is to compare the redistributional impact of minimum wages
to that of other policy instruments. We do so by studying the impact of minimum wages on the
distribution of family income (based on income-to-needs ratios) relative to other redistributive
programs using the 1993 Survey of Labour and Income Dynamics (SLID). If minimum wages are
to be used as redistributional tools, they must increase the wages of low paid workers

significantly; in other words, they must have some "bite.”



The other important queries—who pays? what are the unintended consequences on
employment? —have already attracted much attention in the literature and are not addressed
directly in this paper. The two sets of concerns—who benefits vs. who bears the cost— are not
unrelated. Evaluating the impact of the minimum wage on the distribution of wages may help
assess its negative efficiency effects. The more "bite" the minimum wage has, the more likely it is
to affect the employment opportunities of less-skilled workers. If the negative efficiency effects
of the minimum wage were found to be important at a given wage level in a particular economy,
these effects would have to be weighed against the potentially beneficial redistributive effects of
the minimum wage.

Other than the minimum wage, we consider two main redistributive tools: social
assistance and employment insurance. These are the two most important income support
programs not directed at the elderly. Note that these redistributive programs may also entail some
disemployment effects. A comprehensive comparison of the different programs would have to
take these potential disemployment effects into account. This formidable task, however, is
beyond the scope of this study. Here, we set a more modest objective of assessing the relative

effectiveness of these programs at redistributing income.

2. MINIMUM WAGES AND THE DISTRIBUTION OF WAGES

Our first objective is to find out which groups of workers are most helped by the minimum

wage and whether it has some significant impact on the distribution of wages of the affected

groups.



2.1 Data

Using US data, DiNardo, Fortin and Lemieux showed that a sizeable percentage of the
workforce (up to 12 percent in 1979, but only 4 percent in 1988) earns the minimum wage and
that high minimum wages have an important impact of the shape of the distribution of wages. In
an histogram, the large concentration of workers at the minimum wage translates into a spike at
that value. In a smoothed histogram, this “spike” is smoothed, so that instead of looking like a
bell curve the distribution of wages has its lower tail compressed by the minimum wage. When
attempting to reproduce a similar analysis for Canada, we are confronted with two problems.

First, there are many effective minimum wages in Canada, which calls for an analysis at the
provincial level. Second, large data bases containing reliable hourly wage data from which

detailed analysis by provinces could be carried through are not yet available for th&1990s. These
problems must be kept in mind when considering the evidence provided below. In the only other
Canadian study of the effect of minimum wages on the distribution of wages to date, Green and
Paarsch, focuses on teenage wage distributions over the'3980s. Shannon focuses on the effect of
minimum wages on the gender gap in 1¥86.

As in the United States, during the 1980s minimum wages in Canada did not keep pace
with inflation or rising average industrial wages despite frequent nominal incteéases. While the
precise year where the ratio of the minimum wage to the average industrial wage reached its
lowest point varies by province, it is generally not until the 1990s that the downward trend in this

ratio was stopped or reversed. We use the 1995 Survey of Work Arrangements (SWA) and the
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1988 Labour Market Activity Survey (LMAS) to compare the distribution of hourly wages in the
years 1988 and 1995. The nominal value of the minimum wages in the ten provinces for these
years, as well as the average industrial wage and the ratio of the minimum wage to that average
are reported in Table 1. The table shows that, in 1988, the ratio hovered in the low 40 percent; by
1995, it was over 45 percent in Ontario and Quebec. We indicate in Figure 1 the lowest and
highest of these provincial minimum-wage values by a vertical line. We do not use the distinction
between the adult minimum wage and youth subminimum since, as reported by Katz and Krueger
and by Baker, Benjamin and Stanger, that the latter is seldomYused.

A graphically clear way to illustrate the impact of minimum wages on the distribution of
hourly wages is to picture the distributions using smoothed histograms that integrate to one,

which are called kernel density estimafeEhe kernel density estimates for men and women for

the years 1988 and 1995 are presented in Figure 1. The log wages in 1995 dollars are reported on
the horizontal axis, while the vertical axis indicates the value of the density. The kernel density
estimates presented in this paper reflect the distribution of wages per hour worked in the economy
rather than the distribution of wages per worker. Rather than focusing only on full-time workers,
we include part-time workers in our samples but weight the observations by the number of weekly
hours of work to better reflect the contribution of each worker to the labour niarket.

We define as minimum-wage workers individuals whose wage is within 25 cent of their
provincial minimum wagé® In 1988, these minimum-wage workers account for 3.5 percent of
hours worked under this definition. In 1995, it is more difficult to identify “minimum-wage

workers” per se because of a rounding proBfem. However, applyimjaa sefinition, the
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percentage of hours worked by “low-wage workers” was 5.3 percent.

2.2 The Impact of Minimum Wages on the Distribution of Wages

Figure 1 shows that the impact of minimum wages on the shape of the distributions of
male and females wages was more important in 1995 than in 1988. In that latter year, the
distributions exhibit a more or less regular bell shape with small humps around the highest
minimum wage. In 1995, the minimum wage hump has gain more importance and there is a
sizeable increase in the lower part of the distribution in 1995 relative to 1988. The percentage of
hours worked by men at a wage between $5.00 and $10.00 increased from 15 percent in 1988 to
22 percent in 1995; among women, that percentage increased from 32 percent to 36 percent. In
1995, the minimum wage seems to push up or to compress the bottom end of the female wage
distribution. Such an effect would be consistent with the view that increasing the minimum wage
may raise wages above the minimum wage, as argued by Grossman for ékample. Card and
Krueger did find such small spill-over effects for wages just above the miritnum. For Canada,
Benjamin found only limited evidence of such spill-over effects9®0; suchimited evidence
describes better our 1988 density estimates.

It is difficult, however, to go beyond this simple evidence of a visual impact of the
minimum wage on the wage distribution in 1995. When we simulate what the distribution of male
and female wages would have been in the absence of a minimum wage in 1995, we find sizeable
changes in the asymmetry (or skewness) of the distribuffions. This simulation implies, however,

almost no change in the standard deviation of wages. We believe that these results should be
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interpreted with caution because of some difficulties with the SWAZdata.

Furthermore, there are other factors, illustrated below (see Figure 4), that work in the
other direction and tend to spread out the wage distribution. The changes in distributions from
1988 to 1995llustrated in Figure 1 are still notable given that overli®&0s, the distribution of
hourly wages in Canada has remained remarkably $fable. As noted by Picot, changes in earnings
inequality over the 1980s were mostly due to changes in hours of work; more hours worked per
week for men and more weeks per year for women among higher €arners. He finds that changes
in the distribution of hourly wages played a much smaller role. He also finds "a slightly larger
share of jobs at the very bottom of the distribution” in 1993 by comparison with 1986, while he
notes that different cyclical patterns might have been at work. Our findings suggest that while
there is no significant change in wage inequality from 1988 to 1995, as measured by the 90-10
wage differential for example, there are increases in the proportion of hours worked at lower
wages corresponding to the increase in mass at the bottom of the wage distributions.

Figure 2 superimposes the density estimates of the distributions of male wages for 1988
(dotted line) and 1995 (solid line) for each of the six regions considered. As explained earlier,
because of the small number of observations available in the SWA we had to regroup observations
from provinces for which we did not have enough observations to obtain reliable kernel density
estimates. Figure 2 shows even more clearly the increases in the proportion of hours worked at
lower wages among men. There are a few provinces, the Atlantic Provinces, Ontario and British
Columbia, where minimum wages appear to act as a wage floor. The figure also shows clear

"union” peaks around $20.00 in Ontario and British Columbia.
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Figure 3 performs a similar exercise for women. The striking feature in these graphs is
a "union" peak around $12.00 in 1988, a peak that widens in most provinces in 1995. Union
workers make up a substantial portion of all workers: among women, they represent 34 percent of
workers in 1988 and 39 percent in 1995 (among men, these proportions are 41 percent in 1988
and 43 in 1995). This "union peak" visually masks the importance of the minimum wage as a
wage floor for female wage distributions. For that reason, we present in Figure 4 densities
estimated separately for union and non-union workers. Figure 4 shows that, in 1995, the mode of
the wage distribution among non-unionized women, that is, the wage for which the proportion of
hours worked is the highest was at $7.00, the highest minimum wage. For non-unionized men,
minimum wages appear to be important as well.

The characteristics of minimum-wage workers go beyond this divide between non-union
and union workers, the latter comprising almost no minimum-wage workers. Table 2 shows the
changing characteristics of low-wage workers over the 1988-95 period. In 1988, low-wage
workers were mostly younger workers (less than 24 years of age); in 1995 among women, a
majority of low-wage workers were older workers (24 years old and over). In both years, low-
wage workers are underrepresented among university graduates. Minimum-wage workers are
mostly concentrated in sales and service occupations. The growth in low-wage occupations has
taken place mostly in service occupations and, thus, mirrors general economic trends.

Figure 5 illustrates the dramatic decline in the labour market opportunities of younger
workers, both men and women. Whereas in 1988, the wage distributions of young men and

young women were bell-shaped and a substantial proportion of them had jobs in the $10.00-
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$20.00 range, in 1995 that proportion had declined substantially and the modes of both
distributions were at the minimum wage. It is interesting to note that the difference in shapes
between the 1988 and 1995 densities for young workers mirrors to some extent the differences in
shape between the densities without minimum wage and with minimum wage estimated by Green
and Paarsch for teenage work&rs. This lends some support to our interpretation that the spikes
in Figure 5 are, to a large extent, attributable to the higher minimum wage. What is unclear is
whether there is a link between the higher minimum wage and the decline in the proportion of
hours worked at wages higher than $10.00 in 1995 by comparison with 1988.

The declining labour market opportunities of men have been documented several authors
including Beaudry and Green and Morissétte. These authors show that the age-earnings profile
of recent cohorts of young men has shifted downwards relative to that of previous cohorts. These
studies also suggest that young men who start today at lower wages than their counterparts did in
the mid-seventies may also have lower earnings growth thereafter. Card and Lemieux, and
Meunier, Boisjoly, Bernard and Michaud also show that the limited labour market opportunities
of young people lead them to stay with their parents well into their mid-twenties and delay
household formatio. Many young people are unable to find permanent jobs and settle for
minimum wage jobs.

In summary, this evidence suggests that minimum wages in 1995 played an important role
as a wage floor for women in general, and for young men and women, in particular. As such, it
could be argued that it reduced the wage gap between men and women and between the young

and the old. In 1995, minimum wages and unionization rates were higher than in 1988. These
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two institutional factors could be seen as a powerful counterforce against rising wage inequality
stemming from the increase in low-wage jobs. On the other hand, it could also be argued that the
larger “bite”of the minimum wage in 1995 lead to larger disemployment effects than it did in

1988.

3. THE IMPACT OF MINIMUM WAGES AND OTHER REDISTRIBUTIVE PROGRAMS
ON THE DISTRIBUTION OF FAMILY INCOME

Having provided evidence that minimum wages have some impact on the wage
distribution in Canada, particularly on the wage distribution of women and of young workers, we
now want to assess their value as policy instruments for redistributing income. This involves
several positive and normative issues. On the positive side, we want to know "how big" the
minimum wage is as a program for redistributing income, and who benefits the most from it. In
other words, we want to evaluate the size and the incidence of the minimum wage viewed as a
transfer program. We also want to know how the minimum wage fares as a redistribution
program relative to other existing programs in the policy arsenal. We will compare the minimum
wage to unemployment insurance (Ul) and social assistance (SA) which are the two largest
transfer programs for non-elderly individuals in Can&da. We will also address the normative
issue of how "good" or "efficient” is the minimum wage as an instrument for redistribution.

Throughout this section, we implicitly assume that the minimum wage has no adverse

effect on employment. If the minimum wage has some adverse impact on employment, we will
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thus overstate the redistributive benefits of the minimum wage since some low-wage workers
would lose their jobs when the minimum wage increases.

We also assume that the minimum wage has no effect on the wages of workers earning
more than the minimum wage (no spill-over effects). This assumption probably leads us to
understate the redistributive benefits of the minimum wage since the earnings of low-wage
workers earning slightly more than the minimum wage may well increase when the minimum wage
increases.

In theory, we may either be understating or overstating the redistributive benefits of the
minimum wage, depending on the relative importance of disemployment effects relative to spill-
over effects. Since most of the existing empirical evidence suggests that neither effects are
particularly large, we think that the most sensible approach is to ignore the distributive impact of
disemployment and spill-over effects in the analysis that folfdws.

3.1. Data

Until recently, it would have been difficult to compare the importance and the incidence of
the minimum wage relative to Ul and SA because of lifaitations. Fortunately, all the required
information is now available in the first cross-sectional wave (1993) of the Survey of Labour and
Income Dynamics (SLID). The SLID contains detailed information on all sources of individual
and family income, hourly wages, annual hours of work, and on family composition (see the Data
Appendix for more detail). We can thus classify individuals by their levels of own income or
family income, and then compare the impact of the minimum wage relative to other transfer

programs using these classes of family income. This is in contrast with Benjamin, who was only
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able to look at the incidence of the minimum wage by deciles of the distribution of family earnings
since the LMAS (the data set used in his analysis) does not contain information on sources of
income other than earningfs.  This gives us a first opportunity to look at the link between

minimum-wage earnings and family income in Canada.

3.2. Importance and Incidence of the Minimum Wage

As before, we define as “minimum-wage workers” individuals who held at least one wage
and salary job paying between 25 cents below and 25 cents above the minimum wagé®in 1993.
Table 3 presents three measures of the importance of the minimum wage for the whole country
and for the ten provinces separately. The first column reports the percentage of wage and salary
workers who worked at the minimum wage in 1993. This percentage ranges from 4.7 percent in
Alberta to 11.5 in Newfoundland. As a general rule, a smaller fraction of individuals tend to earn
the minimum wage in the three "richer" provinces (Ontario, Alberta, and British Columbia) than in
other provinces. For the country as a whole, six percent of wage and salary workers earn the
minimum wage. This proportion is comparable to the one found by Benjamin despite important
differences between his definition of minimum-wage workers and our defiffition. The proportion
is smaller than what is typically found in the United States.

One alternative measure of the importance of the minimum wage is the percentage of
hours worked (by wage and salary workers) at the minimum wage. The second column of Table
3 shows that this percentage is equal to 3.6 percent in Canada, which is smaller than the

percentage of workers who earn the minimum wage (6 percent). This reflects the fact that

14



minimum-wage workers tend to work less hours per year than other workers. The minimum
wage looks even less important when it is measured in terms of the percentage of all earnings that
are earned by minimum-wage workers (third column). This percentage is equal to 1.5 percent for
Canada. It is four times smaller than the percentage of workers who earn the minimum wage
since these workers work less hours and have much lower wages (by definition) than the rest of
the workforce.

The basic message of Table 3 is that the minimum wage is atsanafer program in
Canada since the earnings of minimum-wage workers only represent 1.5 percent of all wage and
salary earning€  Furthermore, only a fraction of this 1.5 percent represents a transfer to
minimum-wage workers since most of these workers would have surely earned something even in
the absence of a minimum wage. For example, assume that the minimum wage doubles the
average wage of minimum-wage workers and has no disemployment effects. In this case, the
minimum wage would effectively transfer 0.75 percent of total earnings to minimum-wage
workers®

Even if the minimum wage is only a small program in the aggregate, it may still have a
sizable effect on specific groups of workers likely to earn low wages. Tables 4 and 5 compare the
incidence of minimum wage employment and earnings to the incidence of all wage and salary
earnings for men and women, respectively. The most noticeable pattern that emerges from these
tables is that minimum wage employment and earnings are disproportionately concentrated among
young workers. Among men, 29.3 percent of minimum-wage workers are teenagers (aged 16-18)

and 41.5 percent are young adults (aged 19-23) despite the fact that these two groups represent
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only 4.5 percent and 11.8 percent of the male workforce, respectively. As mentioned earlier, the
age groups used in this paper are not strictly comparable to other studies where workers age 15 to
19 are defined as "teenagers" and workers age 20 to 24 are "young adults". A back-of-the-
envelope calculation suggest that 15 to 19 years old and 20 to 24 years old would represent 44.2
and 36.9 percent of minimum-wage workers, respectively, if standard age groupings were

available in the SLID?

Women are also more likely to work at the minimum wage. Sixty-three percent of
minimum-wage workers are women even though women represent 48 percent of the whole
workforce. Perhaps not surprisingly, young workers represent a smaller fraction of minimum-
wage workers among women than among men. Among females, more than half of minimum-
wage earnings (57.2 percent) are earned by adults (age 24-63). Among males, this fraction is less
important (43.2 percent). For men and women considered together, slightly more than half of
minimum-wage earnings (51.9 percent) are earned by adults despite the fact that only 38.7
percent of minimum-wage workers are adtfits.  This reflects the fact than adult minimum-wage
earners tend to work more hours than teenagers and young adults.

Minimum-wage workers also tend to be less educated than other wage and salary
workers. Among men, high school dropouts represent 33.6 percent of minimum-wage earners
but only 22 percent of the whole workforce. By contrast, university graduates represent only 5.3
percent of male minimum-wage workers despite the fact that they represent 15.4 percent of the
male workforce. A similar pattern is observed for women in Table 5. The differences between

the different education groups are even more pronounced when we look at the distribution of
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hours of work and earnings. Overall, our findings on the distribution of minimum-wage workers
by age and education are similar to those reported by Benjani@90r

The last two panels of Tables 4 and 5 show a detailed breakdown of the incidence of the
minimum wage among youth (age 16-23) and adults (age 24-63) by type of family arrangements.
The tables indicate that 68 percent of young men and 56.6 percent of young women live with their
parents (in a husband and wife family or a lone parent fathily). The tables also indicate that
youth living with their parents are over-represented among minimum-wage workers. This suggest
that a substantial fraction of young minimum-wage workers may be living in relatively well-to-do
families even if their own earnings are low.

A noticeable fact among adults is that the minimum wage has a relatively high incidence
among men living alone and single mothers. For example, men living alone represent 12.7 percent
of workers but 22.3 percent of minimum-wage workers. Similarly, single mothers represent 6.6
percent of the female workforce but 10 percent of minimum-wage workers. The incidence of the
minimum wage by family arrangements indicates that a disproportionate share of adult minimum-
wage earners are the sole wage earner of the family, while the opposite is true for youth. The
earnings of minimum-wage workers are thus more likely to be the only source of family income
for adults than for youth. This suggests a stronger connection between the minimum wage and
family income for adults than for youth.

We explore in more detail the connection between the incidence of the minimum wage
and family income in Table 6. More precisely, we compute a family income-to-needs ratio for

each individual by dividing total faily income by the family equivalence sc&le. The advantage
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of using a family income-to-needs ratio is that it is more directly connected to the economic well
being of individuals than other income measures. For instance, many individuals, in particular
young people, can live in a wealthy family even if their own income is low. It is thus better to
look at the income of the whole family than at the income of one member of the family.
Furthermore, a family equivalence scale has to be used tade&ant of the fact that larger

families need a higher family income to achieve the same economic well being than smaller
families. Note that we find qualitatively similar results when we look at the distribution of
unadjusted family incomes instead.

We then divide the sample into ten deciles based on these income-to-needs ratios. The
first column of Table 6 presents the distribution of minimum-wage workers across the ten deciles.
It clearly shows that minimum-wage workers are more concentrated in the bottom than in the top
end of the distribution of the family income-to-needs ratio. For example, 67.3 percent of
minimum-wage workers are in the first five deciles of the distribution. Note however, that there
are more minimum-wage workers in the second (13.9 percent) and third (16.7 percent) deciles
than in the first decile (12.5 percent) of the distributfon.  This is explained by the fact that the
poorest families (first decile) tend to be poecause individuals in thesenféies do not work
very much. We discuss this issue in more detail below.

The second column of Table 6 shows the same distribution for youth living with their
parents (in a husband and wife family or a lone parent family). As a general rule, young
minimum-wage workers living with their parents are less concentrated in the bottom of the

distribution than other minimum-wage workers. This is especially true in the two lowest deciles
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in which the percentages of young minimum-wage workers living with their parents is two times
lower than the same percentages among all minimum-wage workers. This pattern can also be
seen in the third column. Young workers living with their parents only account for 20 percent of
all minimum-wage workers in the first two deciles, compared to around 50 percent in middle and
upper deciles. Notice, however, that young minimum-wage workers living with their parents are
still disproportionally represented in the five lowest deciles of the distribution of the family
income-to-needs ratio (bottom of second column).

The percentages of minimum-wage earnings that are earned by workers in the lowest five
deciles (fourth column) are almost identical to the percentages of minimum-wage earners in these
five deciles. Using earnings accentuates, however, the gap between the first (10.1 percent of all
minimum-wage earnings) and the third (21.3 percent) deciles of the distribution. This, once again,
reflects the fact that individuals in the first decile supply less hours (at or above the minimum
wage) than individuals in other deciles. The last two columns show that the earnings of young
minimum-wage workers living with their parents are less concentrated in the lowest five deciles
than the earnings of all minimum-wage workers.

In summary, minimum-wage workers tend to be concentrated in the lower half of the
distribution of family income-to-need ratios. This is true even for youth living with their parents
who disproportionally come from the lower-middle class (deciles 3 to 5). Our results clearly do
not support the view that typical minimum-wage workers are teenagers living in upper-class
(deciles 9 and 10) or upper-middle-class (deciles 6 tor8iliéa. This being said, the minimum

wage remains a small transfer program, which limits its ability to change in a quantitatively
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important way the distribution of family income in Canéta.

3.3. The Minimum Wage versus other Redistributive Policies

Broadly speaking, both the minimum wage and other programs, like social assistance and
unemployment insurance, can achieve some redistributive objectives even if it is not their primary
goal. While the objectives and design features of the programs are clear, their precise
redistributive outcomes are not. By definition, minimum wage laws are designed to increase the
wage of workers who would otherwise, most often, earn less than the minimum wage because
they are less skilled, less productive, or otherwise excluded from higher wage jobs. By contrast,
social assistance provides a basic level of income to families that have little or no other sources of
income, while unemployment insurance provides income support to workers who are temporarily
out of work. Since these programs target individuals with low incomes and/or low wages, they
should all have some redistributive benefits.

Conceptually, there are several reasons why it is difficult to compare the actual
distributional impact of these different programs. A first problem is that the actual programs are
much more complex than the stylized descriptions provided above. For example, not all workers
are covered by the minimum wage; social assistance benefits depend on a variety of income and
asset tests; the duration of unemployment insurance benefits depends on the duration of the
previous job and on the state of the local labour market. It is, therefore, difficult to compare the
actual distributional impact of these programs on the basis of their design features. We will take

instead a resolutely empirical approach and present the actual incidence of these programs by
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deciles of family income-to-needs ratio.

A second problem is that, unless labour market choices are exogenous, the incentives
provided by the different programs will affect the behaviour of workers. This will in turn affect
the redistributive benefits of the programs. On the one hand, a higher minimum wage provides
incentives to affected workers to supply more hours in the labour market (if the labour supply
elasticity is positive). The income of these workers can, therefore, increase more than it would
have in the absence of such a behavioural response. On the other hand, the adverse employment
effects of the higher minimum wage (on the employer’s side) could reduce the income of
minimum-wage workers by reducing their number of hours of work and worsen their position.

Social assistance perhaps provides even stronger incentives to workers to alter their
behaviour. Above a small “disregard” amount, a dollar earned by a social assistance claimant
results in social assistance benefits being cut by roughly the same amount, which discourages
social assistance claimants to return to work.

The situation is even more complicated because of possible interactions between the
different programs. For example, the minimum wage will have no effect on the income of
individuals who have withdrawn from the labour market to take advantage of social assistance
benefits. Other programs such as workers earnings supplements (earned income tax credits) can
also mitigate the redistributive impact of the minimum wage. For example, in Canada the national
Child Tax Benefit contains a Working Income Supplement (WIS) which provides an earned
income supplement for low income workers. To the extent that the minimum wage raises the

earnings of minimum wage workers, it will also reduce their WIS. This interaction between the
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two programs reduces the redistributive benefits of the minimum wage.

It would be a formidable challenge to address the issues of behavioural response and
program interactions in a formal analytic framework. We take a more pragmatic approach by first
reporting the observed incidence of the different programs by deciles of family income-to-need
ratio, keeping in mind that this is not a complete representation of the true redistributive benefits
of the program in the presence of behavioural responses. In the next Section, we will then discuss
how our conclusions would be affected by introducing behavioural responses and possible
interactions among programs.

Table 7 compares the distribution of minimum-wage earnings by decile of the income-to-
needs ratio to the distribution of social assistance, unemployment insurance, total government
transfer, and taxes (provincial and federal). More precisely, we compute a family income-to-
needs ratio for each individual, and rank individuals on the basis of this variable. We then
compute the mean value of each program variable (mean minimum-wage earnings, mean social
assistance income, etc.) among individuals in each given decile. We present the distributions in
absolute dollar levels to illustrate the importance of the different programs. We also present the
percentage of total transfers that go to the lowest decile, the five lowest deciles, and the five
highest deciles at the bottom of the table to compare the “progressivity” of the different programs.

Table 7 reinforces our previous conclusion that the minimum wage is a small transfer
program. Average minimum-wage earnings (over all deciles) is 163 dollars, compared to 505
dollars for social assistance, 835 dollars for unemployment insurance, and 2148 dollars for total

government transfers. These numbers suggest that, as a transfer program, the minimum wage is
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three times smaller than SA and five times smaller than Ul. Furthermore, these figures still
overstate the importance of the minimum wage since most minimum-wage earners would have
positive earnings in the absence of a minimum wage, as argued above. However, as long as this
overstatement is the same in all deciles, our analysis of the incidence of the minimum wage by
decile will not be affected by this probléfn.

How does the incidence of the minimum wage, by decile of family income-to-need ratio,
compares to the incidence of other transfer programs? The second column of Table 7 shows that
SA is much more concentrated at the very bottom of the distribution than the minimum wage.
Individuals in the lowest decile of distribution receive 50.6 percent of total SA payments which
amounts to $2557 per individual in this decile. SA income is a negligible source of income for
individuals in the five highest deciles. The incidence of the different programs is also illustrated in
Figure 6 which shows that SA in much more directly targeted to the two lowest deciles than other
programs. As we will discuss in the next section, however, these results should be interpreted
with caution since social assistance benefits are mechanically connected to (low) family income.

By contrast, Ul income is much more evenly spread across the distribution of family
iIncome-to-needs ratio. In fact, the impact of the minimum wage is more concentrated at the
bottom end of the distribution than the impact of Ul. Individuals in the lowest decile only get 6.4
percent of Ul payments, as opposed to 10.1 percent in the case of the minimum wage. When we
move to the five lowest deciles, these numbers are 59.8 percent and 68 percent, respectively.

The fourth column of Table 7 provides the same information for all government transfers

considered together; these may additionally include child tax benefits, worker’'s compensation,
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GST credits’ These transfers are concentrated in the lowest two deciles and then decline slowly
as we move up in the distribution. Overall, the five lowest deciles receive 72.6 percent of
transfers as opposed to 68 percent in the case of the minimum wage. Total transfers are thus only
slightly more progressive than the minimum wage when we look at the five lowest deciles. They
are better targeted to the two lowest deciles than the minimum wage because of SA. In the
absence of SA, government transfers would be roughly equal to 2000$ per individual for each of
the first five deciles. The last column of Table 7 shows that, not surprisingly, the income tax
system plays an important redistributive role. Only 21 percent of total income tax is paid for by
individuals in the lowest five deciles.

If we consider that the primary goal of redistributive policies is to equalize the family
income-to-needs ratio, SA achieves the redistributive goal the most directly since it is explicitly
targeted at low-income families. By contrast, most other programs are not explicitly targeted
towards low-income families. The aim of Ul is to compensate individuals (not families) for
temporary losses in labour income, while minimum wage policies guarantee a basic wage level to
low-wage workers. These two programs nevertheless redistribute some income across families
since temporary earnings losses and low wages are negatively correlated with family income-to-
needs ratio.

Many authors, including Burkhauser, Couch and Glenn, have argued that the minimum
wage is not a “good” way of redistributing income because of this imperfect connection between
low wages and low income-to-needs rdfio. According to our findings, an even stronger

argument could be made against Ul on these grounds. The alternative to the minimum wage
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proposed by Burkhauser, Couch and Glenn is an earned income tax credit (EITC), which is now
an important redistribution program in the United States. As in the case of SA, the EITC is
determined on the basis of family income. Unlike SA, however, the EITC is an income
supplement that is gradually "phased out" as earnings increase. It creates less disincentives to
work than SA.

Burkhauser, Couch and Glenn find that the EITC is more explicitly targeted to low-
income families than the minimum wage. This is not a very surprising finding. As long as the sole
goal of redistributive policies is to reduce the dispersion in the family income-to-needs ratio and
that the labour market behaviour of individuals is exogenous, SA and EITC are by definition
better tools for redistribution than the minimum wage.

3.4. Discussion and Normative Implications

The conclusions that we have reached up to this point are only valid under the
assumptions of no behavioural response and no program interactions. How would these
conclusions change if these two assumptions were relaxed? One partial answer to this question
can be obtained by ranking individuals by the income-to-needs ratio they should have earned given
individual characteristics. More precisely, we predict the deciles (of the income-to-needs ratio) in
which individuals are likely to fall on the basis of observed characteristics such as education, age,
and family structuré® For example, individuals can fall in the lowest decile either for reasons on
which they have little control like poor education or single parenthood, or for reasons on which
they have more control like the decision not to work in order to take advantage of SA. Intuitively,

behavioural responses should have less impact on predicted deciles than on the actual (or
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observed) deciles.

Table 8 compares the distribution of minimum-wage earnings by predietdds of the
iIncome-to-needs ratio to the distribution of social assistance, unemployment insurance, total
government transfers, and taxes (provincial and federal). Generally speaking, using predicted
instead of actual income-to-needs ratios (Table 7) smooths out the distribution of the different
programs. For example, average SA income in the first predicted decile is only 1014 $, compared
to 2557% in the first actual decile. Furthermore, average minimum-wage earnings fall
monotonically across predicted deciles, while they reach a peak in the third decile of actual
income-to-needs ratios.

Overall, "correcting” for behavioural response by looking at predicted instead of actual
deciles does not affect qualitatively our conclusions. SA remains a more "progressive" program
than the minimum wage or Ul, though the difference between these programs is less dramatic than
in Table 7. The difference between Tables 7 and 8 also reflects, to some extent, the importance
of interactions among the different programs. As mentioned earlier, the minimum wage has no
effect on the earnings of individuals who have decided to quit the labour market to take advantage
of SA benefits. The difference in minimum-wage earnings in the first two predicted deciles,
relative to the first two actual deciles, may thus reflect both the effect of behavioural response and
interactions between the minimum wage and SA.

Up to this point, we have evaluated the incidence of the different redistribution programs
across income-to-needs ratio. This corresponds to a very specific notion of equity in which the

equalization of income-to-needs ratio is the sole criteria used to evaluate the programs. Our
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findings indicates that SA is the best way to achieve this redistributive objective since it is
explicitly targeted to low-income families. Although this objective is a useful benchmark to start
with, we think it ignores other important dimensions of equity. Most importantly, SA and EITC
are solely based on family income irrespective of the work effort of individuals. Everything else
being equal, an individual working 50 hours a year at $100 an hour and another one working
1000 hours at $5 an houilhget the same amount of SA or EITC. On the other hand, the
second individual could benefit substantially from a higher minimum wage. He or she could also
receive Ul if the 1000 hours of work were concentrated in the first part of the year.

This simple example illustrates the fact that, relative to SA or the EITC, the minimum
wage tends to help low-wage workers who supply a large number of hours to the labour market.
In other words, if all individuals worked the same number of hours, the minimum wage might be a
much more “efficient” tool for reducing disparities in the family income-to-needs ratio. We
lllustrate this point in Tables 9 and 10. In Table 9, we present average hourly wages, average
hours of work per year, and average earnings of individuals in each®8ecile. We also report the
fraction of earnings that are earned by minimum-wage workers. The table indicates that
individuals in the lowest deciles have low earnings both because of low wages and low hours of
work. They are also much more likely to earn their wages and salaries at the minimum wage.

We then compute how much of the “wage gap” and “hours gap” between the different
deciles cannot be explained by standard factors (gender, education, experience, and province of
residence}’ These two "gaps" are reported in the last two columns of Table 9. They are

normalized to have a mean of zero. In other words, average hours plus the hours gap gives the
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"adjusted" hours of work in each decile (adjusted for differences in gender, experience, education,
and province). “Adjusted” wages are similarly defined. These resigjtgest that hours play a

more important role in explaining low family income than wages do. One way to see this is to
compute the elasticity of (adjusted) hours with respect to (adjusted) wages across the ten deciles,
which gives us an elasticity of labour supply of 5.  This suggest that hours change more
quickly across deciles than wages. Since this elasticity is much larger than standard estimates of
the elasticity of labour supply, discussed bitgsworth, this siggests that individuals in the

lowest deciles work a small amount of hours for reasons other than low wages or gender,
experience, education, and province of residéhce.

In Table 10, we simulate what minimum-wage earnings would be if this “hours gap” was
eliminated. To do so, we make the simplifying assumption that the fraction of earnings at the
minimum wage is not affected by changes in hours of work. This means that if closing the hours
gap doubles the average hours of work in a decile, it will also double minimum-wage earnings.
The results of this simulation are reported in the last two columns of Table 9. These results show
that the minimum wage would be much more explicitly targeted to the two lowest deciles of the
distribution if the hours gap was eliminated. These two lowest deciles aoeddint for 26.1
percent and 14.6 percent of all minimum-wage earnings, respectively. Under this scenario, only
SA would still be more progressive than the minimum wage. Governments transfers as a whole
would be substantially less progressive than the minimum wage.

This simulation suggests that the minimum wage would be a more effective redistributive

policy if the source of low earnings in the lowest deciles was low wages rather than low hours of
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work. This is a relevant policy issue since "workfare" provisions for social assistance claimants
have been recently introduced in the several Canadian provinces (e.g. Alberta and Ontario) and in
the United States. The redistributive impact of the minimum wage will likely increase as a result

of these workfare provisions that "force” individuals in the lowest deciles to supply more hours to
the labour market. This suggests that the redistributive role of the minimum vilggeably

be more important in the future than it has been in the recent past.

As a final point, we also want to point out the limitations of looking only at family
income-to-need ratio. Focusing solely on this ratio implies that the sources of income in a given
family are irrelevant. 1t does not matter if we cut in half the wages of the wife and the children as
long as the wage of the husband is increased accordingly. This would in turn imply that wage
discrimination against women is irrelevant as long as their husbands benefit sufficiently from
discrimination against women. These examples show that it is probably too extreme to focus
redistribution efforts solely on the income-to-needs ratio. We would probably want to give an
important weight to this particular objective, but also some weight should be given to other
objectives, such as the reduction of wage inequality per se. Similarly, we probably want to
encourage work effort even if it has some negative impacts on the distribution of income-to-needs
ratio. Expanding the set of goals of redistribution policies makes the minimum wage look like a
more comprehensive policy instrument.

4.. CONCLUSION
In this paper, we analyse the effect of the minimum wage on the distribution of wages and

on the distribution of family income (income-to-needs ratio) in Canada. We also compare the role
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of the minimum wage as redistributive policy to other transfer programs like social assistance and
unemployment insurance.

Our analysis of the effect of the minimum wage on the distribution of wages is based on
data from the 1988 Labour Market Activity Survey and the 1995 Survey of Work Arrangements.
We find that the minimum wage has a significant impact on the shape of the bottom end of the
wage distribution. This impact is more important in 1995 than in 1988 because both the value of
the minimum wage relative to average manufacturing wages and the proportion of hours worked
at low wages increased during this period. This change is particularly striking for young workers.

We then use the 1993 cross-section of the Survey of Labour and Income Dynamics
(SLID) to analyse the link between the minimum wage and the distribution of the family income-
to-needs ratio. We find that individuals in the lower half of the distribution of the family income-
to-needs ratio benefit the most from the minimum wage. Individuals in this part of the distribution
account for close to 70 percent of the earnings of all minimum-wage workers. In this sense, the
minimum wage is almost as "progressive" as all government transfer programs considered
together since 72 percent of these transfers are received by individuals in the lower half of the
distribution. However, other government transfers, especially social assistance, are more directly
targeted at individuals in the two lowest deciles of the distribution.

We also find that the minimum wage is a small program since total earnings at the
minimum wage only represent a third of total social assistance payments and a fifth of total
unemployment insurance payments. The small size of the program is the main reason why the

redistributive impact of the minimum wage is modest relative to other transfer programs. This is a
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different conclusion from the one reached by other who attribute the weak link between the
minimum wage and family income to the fact that minimum-wage earners are drawn from all
deciles of family income. This link may be weak compared to some ideal program, but it is not
weak compared to the full set of transfer programs that currently exist in Canada.

We conjecture that the role of the minimum wage as a redistribution program will grow
substantially in the future for two reasons. First, there have been very substantial cuts to the other
transfer programs since 1993 as a result of government effotisittate ludget deficits. There
Is every indication, given the growth in low-wage jobs, that the minimum wage will continue to be
a more important program than it was in 1993. In addition, "workfare" is becoming an
increasingly important component of social assistance programs in most provinces. By design,
these programs increase substantially the hours of work of individuals at the bottom end of the
income distribution. Since many of these individuals are likely to work at the minimum wage, the

redistributive impact of the minimum wage could increase substantially in the years to come.
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DATA AND TECHNICAL APPENDIX
1988 Labour Market Activity Survey (LMAS) and 1995 Survey of Work Arrangements (SWA)

Our LMAS and SWA samples include all paid employees aged 15 and over (as opposed to
those aged 16 and over in the SLID) who report an hourly wage of $1.00 or more. In the 1995
SWA, the hourly wages are top coded at $40.00; in 1988 LMAS, they are not. Note that we use
information on the main job in the 46th week of 1988 (the third week in November) in the LMAS to
facilitate comparison with the data from the SWA. We end up 28868 observations from the
1988 LMAS and 16352 from th995 SWA. Both the LMAS and SWA ask workers whether they
are paid by the hour, so for these workers we should have been able to obtain a relatively exact
measure of hourly wage. For the other workers, we use a measure of average hourly earnings.
Unfortunately, for workers paid by the hour (66 percent of the sample in 1995; up from 59 percent
in 1988), the hourly wage has been rounded to the nearest dollar figure in both the master file and
public use file of the SWA. To make the 1988 and 1995 densities comparable, we also rounded the
wages of workers paid by the hour in the 1988 LMAS. The difference between the densities using
actual and rounded hourly wages is illustrated in Figure A-1. In the densities using rounded hourly
wages, the minimum wage spike is a little more distinct, but the general shape of the density remains
the same as with actual wages. Note that we use the Consumer Price Index for Canada as deflator

to express 1988 dollars in terms of 1995 dollars.

1993 Survey of Labour Income Dynamics (SLID)

Like the LMAS, the 1993 cross-section of the SLID contains detailed information on hourly
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wages and annual hours of work of individuals (for up to three jobs held in 1993). This information
Is essential for assessing the importance and the incidence of the minimum wage. Like the Survey
of Consumer Finance (SCF), the SLID also contains detailed information on annual income sources
both for individuals and their families. What is unique about the SLID is that the information
previously available in the LMAS and the SCF is now available in the same survey. For example,
Benjamin (1995) was able to look at the incidence of the minimum wage only by deciles of the
distribution of family earnings since the LMAS (the data set he used in his analysis) does not contain
information on sources of income other than earnings.

The 1993 cross-section of the SLID contains detailed information 882hdividuals living
in the ten provinces. Unlike most other Canadian data sets that contain information on individuals
age 15 and more, only individuals age 16 or more at the end of 1993 are surveyed in the SLID.
Relative to the 1988 LMAS and thi®95 SWA that we use in Section 3, the SLID may undercount
slightly the number of minimum-wage workers because it misses some 15 year old workers. Since
we want to compare the minimum wage to other transfer programs for the non-elderly population,
we restrict our analysis to individuals under the age of 64. After discarding observations with missing
income (individual or family) or missing education data, we end up with a sample of 24,065
individuals.

The SLID contains information both on the wage at the beginning and at the end of the job
in 1993. Because of missing data on the initial wage, we determine the minimum wage status by
comparing the end-period wage to the minimum wage prevailing at that time in the province of

residence. We classify as a "minimum-wage worker" an individual who has earned the minimum
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wage on at least one job in 1993. On the other hand, we count as minimum wage hours and earnings

only the hours and earnings on "minimum wage jobs".

Kernel Density Estimation

Kernel density estimates are easily understood by reference to histograms. Histograms
represent the frequencies of observations in a number of bins of widthidin determines the
coarseness or the smoothness of the histogram. With kernel density estimation, a similar parameter,
denoted his called bandwidth. Here, the choice of bandwidth is done using the rule of thumb
h=1.0&n™*, which gives the optimal bandwidth for a normal density function. This results in values
of h=0.075 in 1988 and=®.08 in 1995, which imply a little undersmoothing with respect to the
optimal bandwidth for the densities under study. In an histogram, the frequency of observations in
any given bin can be computed as a sum of weights which give the value one to observations in the
bin and zero to observations outside the bin. The sum of weights may be normalized by dividing it
by the number of observations times the binwidth. Instead of using such a rectangular weight
function, the kernel density estimates presented here use a bell-shaped Gaussian weight function, and
can be characterized "as a sum of 'oumps' placed at the observations".

Note also that each observation is weighted by the product of the sample weight and the usual
hours of work per week. These "hours-weighted" estimates put more weight on workers who supply
a large number of hours to the market. To the extent that wages and hours are jointly determined and
belong to a bivariate distribution of hours and wages, the hours weighted distribution of wages

corresponds to the marginal of the joint distribution.
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Table 1. Minimum Wages and Ratio to Average Industrial Wages

Year 1988 1993 1995
Adult | Averagel Ratio| Adult| Average Ratig Aduli  Average Rat|o
Minimu {Industria Minimu | Industrial Minimu| Industrial
m Wage m Wage m Wage
Province: Wage Wage Wage
Newfoundland 4.25 9.71 044 47% 11.80 0.40 4./5 12.43 (.38
P.E.L 4.25 8.11 0.5 475 9.89 0.48 475 10.37 Q.46
Nova Scotia 4,00 10.18 0.39 b5.1b 117 0.44 505 11.22 Q.46
New Brunswick| 4.00f 10.01 040 5.00 11.89 042 500 12.11 Q41
Quebec 475 11.283 04 585 1359 0.43 6.45 14.03 Q.46
Ontario 475 | 11.64 0.41 6.35 14.06 0.45 6.85 14/80 0}46
Manitoba 470 1057 0.44 500 12.32 041 525 1251 ()42
Saskatchewan 450 1038 043 535 11170 0446 535 12.74 pP.42
Alberta 450 | 10.73 042 500 1291 0.39 5.00 12{81 0jJ39

British Columbig 4.50| 12.61 0.36 6.00 1499 040 700 16.39 (43

Notes: Sources: Minimum Wages in November of indicated years - Labour Canada; Average Industrial Wages in
November of indicated years - CANSIM (Average Hourly Earnings by Industry, inalusgigregate excluding

education industries, excluding overtime, monthly, not seasonally adjusted, employees paid by the hour, firms of all
sizes)



Table 2. Characteristics of Low Wage Workers in 1988 and 1995

Percentage of Hours Worked by Low 1988 LMAS 1995 SWA
Wage Workers with Indicated
Characteristics
Male Female Male Female

Share of Low Wage Workers in the 1.6 3.1 3.7 7.1
Worforce
Age Groups:

Younger (< = 24) 57.5 57.7 59.0 46.8
Older (>24) 42.6 42.2 41.0 53.2
Education:

8 years or less 15.2 7.0 4.9 7.0
High School and Post-Secondary 77.6 88.0 88.3 88.7
University Degree 7.2 5.0 6.8 4.3
Occupation:

Professionals, Managers,

& Health Care Workers 19.5 12.4 5.5 5
Clerical Workers 6.0 20.4 9.0 19.6
Sales Persons 12.7 20.6 24.0 24.0
Service Workers 25.2 37.2 37.4 39.2
Craft Workers 14.1 5.6 18.3 7.8
Laborers 9.4 2.8 9.4 35
Primary Sector Workers 13.2 1.0 4.1 0.9

Notes: Sources: Authors’ calculations from the 1988 LMAS and 1995 SWA. In 1988,
low wage workers are workers whose wage is within $0.25 of provincial minimum wage;
in 1995, hourly wages are available only to the dollar, low wage workers are identified
less precisely as minimum wage workers. Observations are weighed by the product of the

sample weight and the number of hours worked a week.




Table 3. Percentage of Workers, Hours of Work, and Earnings

at the Minimum Wage - 1993

Percentage | Percentage | Percentage
of of Hours of
All Worked Earnings
Workers

Canada 6.0 3.6 1.5
Province:
Newfoundland 11.5 6.5 2.6
P.E.L. 7.8 5.3 2.1
Nova Scotia 6.3 4.2 1.6
New Brunswick 7.3 4.0 1.8
Quebec 6.7 4.2 1.7
Ontario 5.0 3.1 1.4
Manitoba 8.3 5.3 2.3
Saskatchewan 9.5 6.2 2.8
Alberta 4.7 2.4 0.9
British Columbia 5.7 3.1 1.3

Notes: Sources: Authors’ calculations from the 1993 SLID. Minimum
wage workers are workers whose wage is within $0.25 of provincial
minimum wage.



Table 4. Distribution of Male Workers and Minimum Wage Male Workers
by Age, Education and Family Situation - 1993

Total All Wage &  Workers All Minimum Workers
Population Salary Wage
Percentage| Percentage Percentage Percentage Percantage  Pel
of All of Hours of of All of Hours of
Workers Worked Earnings Workers Worked Earning
Male Share: 50.0 52.3 57.6 62.8 37.3 37.9 37.8
Age Group:
16-18 6.5 4.5 15 0.6 29.3 15.5 15.1
19-23 10.4 11.8 8.6 4.5 41.5 41.7 41.7
24-63 83.1 83.7 90.0 94.9 29.2 42.8 43.2
Education:
Drop-out 26.8 22.0 20.1 16.4 33.6 31.7 32.2
High School 14.5 15.0 15.8 14.3 15.5 19.6 19.1
Some Post-Secon.|  15.0 15.5 14.0 11.8 35.5 35.2 354
College or Trade 29.3 32.1 33.3 34.9 10.1 10.2 9.9
University 14.4 154 16.8 22.6 5.3 3.3 3.4
Family Situation:
Younger (16-23) 16.9 16.3 10.0 51 70.8 57.2 56.8
Living Alone 10.4 11.3 15.4 16.1 7.8 10.1 10.2
Head/Husband 4.5 6.1 10.0 12.9 2.2 1.2 1.3
Living with 52.7 50.2 43.4 41.6 60.4 57.5 57.1
Living with 15.3 14.6 12.8 11.0 17.9 16.6 17.0
Lone Parent
Unidentified 17.1 17.8 17.9 18.5 11.7 14.4 14.4
Older (24-63)
Living Alone 13.5 12.7 12.4 11.5 22.3 23.6 24.8
Husband w/o Kids 21.2 19.8 19.7 19.8 13.7 11.8 11.7
Husband with 45.5 49.2 50.4 53.6 284 35.0 34.3
Lone Father 1.8 1.6 15 15 14 0.8 0.4
Unidentified 18.0 16.6 16.0 13.6 34.3 28.7 28.3

Notes: Sources: Authors’ calculations from the 1993 SLID. Minimum wage workers are workers whose wage is
within $0.25 of provincial minimum wage.

centage

S



Table 5. Distribution of Female Workers and Minimum Wage Female Workers
by Age, Education and Family Situation - 1993

Total All Wage & Workers All Minimum Workers
Populatio Salary Wage
n
Percentag | Percentag| Percentag Percentag Percentage Percent
e of All e of e of e of All of Hours e of
Workers Hours Earnings Workers Worked Earnings
Worked

Female Share: 50.0 47.7 42.4 37.2 63.7 62.1 62.2
Age Group:

16-18 5.9 4.4 15 0.7 23.0 13.9 13.8

19-23 10.6 12.3 9.3 5.6 325 29.1 29.0

24-63 83.6 83.3 89.2 93.7 44.5 57.0 57.2
Education:
Drop-out 24.2 16.1 13.8 10.2 29.0 26.6 26.4
High School 17.3 16.6 16.9 14.9 18.6 20.8 21.1
Some Post-Secon|  14.8 15.7 14.0 12.2 25.4 21.9 21.9
College or Trade 31.3 37.0 38.7 39.9 22.6 28.9 28.9
University 12.4 14.7 16.6 22.4 4.5 1.7 1.7
Family Situation:
Younger (16-23) 16.4 16.7 10.8 6.3 55.5 43.0 42.8
Living Alone 10.1 11.6 16.0 17.5 9.2 7.6 7.3
Head/Wife 13.0 14.2 18.6 20.8 7.4 6.8 6.8
Living with 45.9 45.0 38.6 36.1 47.7 44 .4 44.2
Living with 11.0 11.0 8.6 7.5 12.2 11.2 11.1
Lone Parent
Unidentified 20.0 18.2 18.2 18.1 23.0 30.0 30.9
Older (24-63)
Living Alone 12.4 13.1 15.2 16.7 12.1 10.0 10.5
Wife w/o Kids 21.5 20.1 21.2 21.1 21.2 20.6 204
Wife with Kids 43.0 46.0 46.0 42.1 40.6 40.4 40.5
Lone Mother 7.3 6.6 6.6 6.8 10.0 11.6 11.5
Unidentified 15.8 14.2 14.2 14.4 16.0 17.4 17.2

Notes: Sources: Authors’ calculations from the 1993 SLID. Minimum wage workers are workers whose
wage is within $0.25 of provincial minimum wage.



Table 6. Distribution of Minimum Wage Workers and Earnings
by Decile of Family Income-to-Need Ratio - 1993

Decile:

Irst
2nd
3trd
4th
5th
6th
7th
8th
9th
10th

First 5
Last 5

Percentage Percentage
of MW of MW
Workers Earnings
All Youth Youth All Youth Youth
Living with | Living with Living with | Living with
Parents Parents /All Parents Parents /All
12.5 6.1 20.4 10.1 4.0 12.2
13.9 1.7 23.2 13.1 8.5 19.8
16.7 16.2 40.4 21.3 17.0 24.5
12.0 13.6 47.0 12.2 13.9 34.9
12.2 16.1 54.8 11.3 16.7 45.1
8.4 9.4 46.5 7.8 7.4 29.0
7.9 11.2 58.8 8.5 11.2 40.3
7.4 9.2 51.8 6.0 10.6 54.2
4.4 4.9 47.1 4.6 5.8 38.5
4.7 5.6 49.3 5.1 5.0 29.9
67.3 59.7 36.9 68.0 60.1 27.1
32.7 51.2 32.0 39.9 38.3 38.3

Notes: Sources: Authors’ calculations from the 1993 SLID. Decile indicates decile of family income-to-need
ratio. Youth living with their parents are under the age of 24 and live with their parents in a

husband/wife

/children family or in a lone parent family.




Table 7. Average Minimum Wage Earnings and Government Transfers

by Decile of Adjusted Family Income - 1993

Decile:

Absolute
Terms:

All

Irst
2nd
3trd
4th
5th
6th
7th
8th
Oth
10th

Percentage
Terms:

st
First 5
Last 5

Mininum Taxes Total
Wage Transfers Income
Earnings
Social Unemploy- Total
Assistance ment
Insurance
163 505 835 2148 4878 24358
165 2557 538 4510 283 7655
214 1365 1098 3812 1121 11914
347 507 1133 2782 1998 15140
199 267 1180 2501 3032 18621
185 182 1045 2002 3897 21417
127 72 925 1584 4470 23517
139 34 940 1560 5374 26600
97 61 700 1289 6330 29929
75 8 561 923 8061 35580
83 234 521 14212 53199
10.1 50.6 6.4 21.0 0.6
68.0 96.5 59.8 72.6 21.2
32.0 3.5 40.2 27.4 78.8

Notes: Sources: Authors’ calculations from the 1993 SLID. Decile indicates decile of family income-to-need

ratio.




Table 8. Average Minimum Wage Earnings and Government Transfers
by Decile of Predicted Adjusted Family Income - 1993

Decile:

Absolute
Terms:

All

Irst
2nd
3trd
4th
5th
6th
7th
8th
Oth
10th

Percentage
Terms:

st
First 5
Last 5

Mininum Taxes Total
Wage Transfers Income
Earnings
Social Unemploy- Total
Assistance ment
Insurance

163 505 835 2148 4878 24358
200 1014 937 2953 3346 19332
193 738 933 2600 3746 20529
186 611 913 2410 4016 21492
179 531 889 2272 4281 22387
172 472 863 2158 4546 23289
164 424 835 2054 4832 24256
155 382 805 1952 5162 25356
144 342 772 1844 5568 26688
131 303 734 1724 6114 28443
113 265 687 1575 7011 31216
12.2 20.0 11.2 13.7 6.9
56.8 66.2 54.2 57.5 41.0
43.2 33.8 45.8 42.5 59.0

Notes: Sources: Authors’ calculations from the 1993 SLID. Decile indicates decile of family income-to-need

ratio.




Table 9. Average Wages, Hours of Work and Earnings
by Decile of Adjusted Family Income - 1993

Average Ratio of
Minimum
Wage
Hourly Hours of Earnings Earnings Wage Gap Hours
Wage Work to Total Gap
Earnings
Decile:
1rst 9.04 262 2360 0.070 -4.11 -592
2nd 10.46 607 6318 0.034 -3.27 -249
3trd 11.75 826 9672 0.036 -2.49 -96
4th 13.38 918 12274 0.016 -1.32 -85
5th 14.20 1023 14500 0.013 -0.27 46
6th 14.74 1103 16211 0.008 0.06 137
7th 15.91 1176 18657 0.007 1.00 136
8th 17.16 1240 21198 0.005 1.88 222
9th 18.61 1319 24524 0.003 2.93 227
10th 22.44 1296 29027 0.003 5.59 255

Notes: Sources: Authors’ calculations from the 1993 SLID. Decile indicates decile of family income-to-need

ratio.

! Average Hourly Wage are hours-weighted. The advantage of using this measure is that average earnings are

equal to the product of the average hours of work and the hours-weighted average hourly wage.

2 Difference between the average wage in the decile and the average wage over all deciles that is not explained
by differences in gender, education, experience and province of residence.

® Difference between the average hours of work in the decile and the average hours of work over all deciles that

is not explained by differences in gender, education, experience and province of residence.
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Figure 1.- Density Estimates of Real Log Wages ($1995) in Canada
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Figure 2.- Density Estimates of Men's Wages by Region
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Figure 3.- Density Estimates of Women's Wage by Region
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Figure 4.- Density Estimates for Union and Non-Union Workers
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