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INTRODUCTION
The Greater Charlottetown Area Chamber of Commerce welcomes the
opportunity to share the views of its close to 1,000 member businesses
regarding the minimum wage system on Prince Edward Island.
The Chamber supports a living wage for employees. It acknowledges
some evidence suggests modest increases in the minimum wage can be
done without disrupting labour markets, but government needs to be
cautious about impacting business competitiveness. This is especially
critical now, as the COVID-19 global pandemic has caused
unprecedented levels of uncertainty for local business owners.
Until recently, PEI has benefited from a strong economy. At the
beginning of 2020, all signs pointed to another year of major growth for
the province[1]. This trajectory has changed with the onset of new
economic realities caused by the pandemic. Some of the hardest-hit
businesses are in the restaurant, hospitality, and retail industries, which
are also those that typically use the minimum wage system.
A strategy that ensures a fair, predictable and transparent minimum
wage system has been and remains the call to action for the Chamber.
Now more than ever, the potential impact a minimum wage increase may
have on the local business community must be a top consideration.

FAIRNESS
Employers want a process that considers the
impact on both employers and employees.
In 2019, PEI's Consumer Price Index (CPI) rose by just over 1%[2] while the
minimum wage rate increased by close to 5%[3] - making it the highest
minimum wage rate in Atlantic Canada[4]. For perspective, if the province were
to implement the same 5% increase in 2021, a restaurant paying $200,000 in
minimum wages (gross) annually would have to find roughly $10,000 to adjust
their payroll costs.
A minimum wage increase that is much higher than CPI is a significant
expense for businesses, especially during these times of economic hardship.
As of April 1, 2021, it is unknown if government support programs will be
available, and after a year of loan payment deferrals, businesses will be faced
with heavy debt loads. The likelihood of some businesses not being able to
absorb added payroll costs is high. This is especially the case for those in
struggling industries such as restaurants and hospitality.
Further, minimum wage increases do not account for increased costs for
Employment Insurance, Workers Compensation, Canada Pension Plan, and
other employee-related expenses and benefits calculated as a percentage of
wages. As such, a fair instrument, such as CPI should be used to calculate if
an increase to the minimum wage is appropriate, and if so, by how much.

Recommendation #1
The Chamber recommends the provincial government
tie future minimum wage increases to the
prior year’s Consumer Price Index.

FAIRNESS
Employers want a process that considers the
impact on both employers and employees.
The Chamber also encourages government to continue to consider
alternative methods to improve the situation for employees. The Chamber
welcomes the provincial government’s 2020 budget announcement to increase
the Basic Personal Amount from $10,000 to $10,500. As seen in Table 1, this
puts PEI’s Basic Personal Amount more on par with other Canadian provinces
but is still under the Canadian average of $12,534[5]. The Chamber looks
forward to government fulfilling its election promise to increase the Basic
Personal Amount to $12,000.

PEI also remains one of the
only provinces that does not
automatically increase the
Basic Personal Amount with
inflation. To ensure continued
fairness for employees, when
the Basic Personal Amount
reaches $12,000, it should then
be tied to CPI.

Recommendation #2
The Chamber recommends the provincial government
fulfill its election promise to increase the Basic
Personal Amount to $12,000. Once this takes place,
tie subsequent Basic Personal Amount increases to
the Consumer Price Index.
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PREDICTABILITY
Employers want a process that provides
predictability so they can plan, grow, and invest
with confidence.
Chamber members welcomed the approximately five-month notice of the
increase to the minimum wage in 2017, 2018, and 2019 and appreciated that
government considered the Chamber's recommendations to do so. This notice
afforded business owners the opportunity to appropriately adjust their budgets
for the upcoming year.
The COVID-19 pandemic has now made it challenging to predict what the
business community will need from government related to the minimum wage
in 2021. Businesses’ ability to absorb (or not absorb) increased payroll cost
will largely depend on a) if and when a second wave of COVID-19 hits b) if the
75% Canada Emergency Wage Subsidy extends into the new year and c) the
overall economic landscape of the province.
To ensure adjustments reflect current economic conditions, the Chamber
reiterates the need to tie changes to the minimum wage to CPI. Committing six
months in advance to using CPI to determine the 2021 minimum wage rate
offers businesses owners and decision makers a sense of predictability in
what are otherwise very unpredictable circumstances.

Recommendation #3
The Chamber recommends the provincial government
mandate that notice of a minimum wage rate change
(that is tied to CPI) be given no later than six months
before a scheduled increase.
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TRANSPARENCY
Employers require a process that is open and
understandable.
Minimum wage changes must occur in a manner that is open and engages all
impacted parties. A way to achieve this is by putting a strategy in place that
identifies and makes public any plans to support the minimum wage system on
a long-term basis.
The Chamber appreciates that in the fall of 2019, government signaled its
intent to implement a multi-year approach to minimum wage increases. In
addition to a multi-year process, a comprehensive strategy should include a
thorough review of the methodology for determining minimum wage, open
consultation with community stakeholders, and explore alternative models and
best practices in other jurisdictions. The Chamber welcomes the opportunity to
offer input on the development of this strategy in the coming year.

Recommendation #4
The Chamber recommends the provincial government
develop a long-term strategy for minimum wage as a
way to create a process that is open and transparent.

BUSINESS REALITIES
In challenging times, business owners must find
ways to make up for new, unforeseen costs.
In these uncertain times, business owners have to make difficult decisions for the
survival of their operation. These measures are often less favourable for the employees
to which a minimum wage increase was intended to help. Such decisions include:
1. Absorb added cost out of business profits. While some businesses may be able to
absorb costs from profits, others cannot. Many users of minimum wage labour are in
retail, hospitality, and food service. In good years, these industries operate on razor-thin
margins (below 3%)[6]. This year, they are among the businesses that have been most
negatively affected by the pandemic and have little means to incur extra expenses.
2. Increase prices. If business owners cannot absorb the added costs from profits, they
will have to consider increasing their prices. This causes further strain on struggling
businesses and an added burden on customers and clients experiencing personal
financial stress due to the pandemic.
In other instances, raising prices is more challenging. Trends of smartphones and new
technology create an expectation for local retailers to match the major online stores'
prices. COVID-19 has heightened this reality, where online sales in Canada reached record
levels this year as a result of the pandemic[7].
3. Consider ways to reduce labour costs by making do with less staff or finding
alternative ways to serve customers. Many retail stores across PEI are moving toward
self-serve check-outs in place of hired staff. Members indicate that while they prefer staff
to serve their customers, rising labour costs force them to consider more cost-effective
ways to do so.
4. Close business. If the pandemic persists into 2021, federal support programs end and
economic conditions in PEI do not improve, it will be very challenging for many
businesses to pay for extra payroll costs. As a result, they may have no choice but to
close completely. To support these vulnerable businesses, a temporary program to
supliment a mandatory payroll increase may need to be created and implemented.

Recommendation #5
The Chamber recommends if PEI’s economic conditions do not
improve, and 2020 CPI figures suggest an increase to the
minimum wage is appropriate, government implement
programming supports to help businesses that are most
adversely affected by mandatory wage increases.
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SUMMARY
Overall, employers want a process that is fair,
predictable, transparent, and ensures PEI’s longterm competitiveness.
Decisions on changes to the minimum wage should consider both the financial
implications on employees, the current economic conditions, and employers'
monetary restrictions. It is the Chamber’s desire to find the appropriate balance to
support employee needs, while not discouraging investment, economic growth, or job
creation.
A summary of the recommendations to achieve this include:
Recommendation #1: The Chamber recommends the provincial government tie future
minimum wage increases to the prior year’s Consumer Price Index.
Recommendation #2: The Chamber recommends the provincial government fulfill its
election promise to increase the Basic Personal Amount to $12,000. Once this takes
place, tie subsequent Basic Personal Amount increases to the Consumer Price Index.
Recommendation #3: The Chamber recommends the provincial government mandate
a notice of minimum wage rate change (that is tied to CPI) be given no later than six
months before a scheduled increase.
Recommendation #4: The Chamber recommends the provincial government
develop a long-term strategy for minimum wage as a way to create a process that is
open and transparent.
Recommendation #5: The Chamber recommends if PEI’s economic conditions do not
improve, and 2020 CPI figures suggest an increase to the minimum wage is
appropriate, government implement programming supports to help businesses that
are most adversely affected by mandatory wage increases.
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