Fair Pay with Public Dollars:
An End to Publicly Subsidized Poverty

“True compassion is more than flipping a coin to a beggar: it comes to see that an
edifice that produces beggars needs restructuring” — Dr Martin Luther King Jr.

A Report to ACORN Canada
www.acorncanada.org — www.ottawalivingwage.ca

In our society, the concept of work is essential to our identity. Although the meaning of work
differs for different people, we all can agree that work is the fundamental way we reach our
basic needs, as well as the needs of our families. However, the issue for too many is that
working hard is simply not enough.

According to the Canadian Centre for Policy Alternatives (CCPA), 19.2%, or almost 1 in 5,
Canadian workers earn less than 510 an hour. While levels of education and experience have
increased and productivity has grown, real wages remained stagnant from 1981 to 2004 and
median wages have themselves grown at a snail’s pace (CCPA). Clearly, low wages are a large
part of why so many Canadians remain poor.

Most Canadians recognize this and support efforts to raise wages for the country’s lowest paid
workers. A poll conducted by Environics Research for the Canadian Centre for Policy
Alternatives indicates that a whopping 88% of Canadians think increasing the minimum wage
to a level that will raise workers in minimum wage jobs out of poverty is an effective way to
reduce Canada’s growing income gap. More broadly, the vast majority of Canadians also
agree that government should take action to reduce poverty and income inequality. More
than 8 in 10 Canadians (85%) say if government took concrete action, poverty in Canada could
be drastically reduced.

Despite the need to address working poverty and the popular support for government action
to do so, Canada’s elected leadership has been disturbingly timid on the wage-raising front.
And though all the major political parties have publicly announced anti-poverty initiatives and
platforms, they can all be characterized as narrowly focused on the growth of public subsidies
or tax credits. None of these seriously addresses the issue of the sinking wage floor — and the
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declining power of workers to command higher wages from increasingly powerful and under
regulated employers.
The need for a grassroots living wage movement in Canada is clearer than ever.

The Living Wage Solution

While raising the minimum wage is essential to restoring the country’s wage floor, it is a
solution that Canada’s provinces have failed to adequately deliver on. A recent study by CCPA
finds that not a single province in Canada pays a minimum wage that lifts working Canadians
out of poverty, and that Provincial governments have allowed the value of minimum wages to
be eroded by inflation so that their real dollar value has flat lined or increased only slightly
since 1990 (Bringing Minimum Wages Above the Poverty Line, CCPA, March 2007). And while
there are current efforts underway to raise Provincial minimum wages, sufficient minimum
wage levels in every province are anything but guaranteed.

In the meantime, we believe another model of wage campaign — the living wage — has the
potential to result in momentum-building policy victories and provides a great opportunity to
change the public debate about working poverty in our country.

A municipal Living Wage policy ensures that workers employed by the city as well as those
contracted using municipal funds will be paid at least
across the board floor level wages. These legally

Public money should

enforceable policies become a minimal hourly wage .
not subsidize

poverty wages

guarantee for employees to earn a rate that exceeds the
legislated minimum wage. Fundamentally, the

government should not subsidize poverty wages. Living
Wage policies are spreading and have been successfully implemented in over 140 US cities,
while several Canadian cities are currently exploring the implementation of similar policies.

Municipal Living Wage policies offer a great realm of flexibility. They can be as broad or as
narrow as the City determines appropriate. Living Wage policies can apply to city employees,
employees who enter into service contracts with the city, as well as employees receiving
economic development assistance from the city. Furthermore, any number of exemptions to
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the policies can apply. For instance, exemptions may occur

OPoverty has a price

tag for all Ontariansé
(Source: Ontario
Association of Food Banks,
Cost of Poverty Report,
November 2008)

for workers under a specific age, for contracts under a
specified amount, or for businesses or non-profit
organizations with revenues less than a specified amount.

What is the difference between Living Wage and Fair

Wage policies?

Some <cities, i keWdgebdnpo] i ® The estimated cost
provide a good starting place for living wage campaigns to of poverty for
Ontario residents
ranges from $32 to
$38 billion every
year.
® When both private
and public costs are
combined, the total
cost of poverty is
equal to 5.5t0 6.6
Why should Ottawa adopt a Living Wage policy? e
Ontario’s Gross
Domestic Product
Among all reasons to adopt a living wage policy, the City of (GDP).

strive.  Because these policies are based on prevailing
industry wage standards in a given geography, they do little
to raise base wages for workers in the lowest wage
industries and should be expanded with a living wage law
that sets a floor below which no contract, regardless of
industry, can go.

Ottawa should take careful consideration of the following: For every

household in the
province, poverty
costs range from
$2,299 to $2,895
every year.

® Opportunity costs

® Adequate pay and benefits should reward hard work.

® Research conducted by Dr. Peter Philips, a University of
Utah professor and economist, shows that low income
workers spend their paychecks locally, thereby

stimulating our local economy.

® As the first Canadian city to adopt a living wage policy,
Ottawa will be recognized as an ethical leader and
model for other governments and agencies to follow.

® Full-time employees should not be obliged to live in
poverty.

® Public money should not be used to subsidize poverty
wages. Tax dollars end up being hit twice with social
and economic calamities, like homelessness, crime, and
social service funding.

or lost productivity
due to poverty has
a great economic
cost. Ottawa and
Queen’s
combined $4 billion
to $6.1 billion in
income tax revenue
to poverty every
year.




Children should have the Employers

opportunity to succeed in

. . Among several other benefits, employers will notice
life, and people facing & Ploy

an increase in job skills and efforts that will lead to

challenges should be given
the tools they need to get

ahead. (Source: Government of
Ontario)

improved worker morale and attitudes toward work.
Lowered employment turnovers therefore means
lowered expenses for recruitment and training as
well as increased profits to improved corporate

efficiency.
Employees

Employees will now have more time to spend at home

with family. They will see an improvement in their . .
Living Wage benefits

personal finances in such a way that they will not only be )
low-income

able to catch up on late payments, but also create a nest

workers, local
businesses and
taxpayers

egg for future expenses, like children college funds and
retirement.

A Living Wage allows for the ability to actually have a
quality of life while most importantly finding their financial independence.

Community

Paying a Living Wage to workers means that there is a decrease in the cost of community
services which are invisible due to current accounting methods. The reductions include
emergency medical care, food programs, housing programs, drug and alcohol programs, as
well as countless others.

Living Wage is a thrifty method which enables communities to ensure that the most

vul nerable are |l ooked after. This policy wil
reducing crime, homelessness and drug addiction, and increasing community pride. Allows

families to grow and become a more solid institution within the community.
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Let us avoid the double dipping into public tax
dollars, and do it right the first time.

Most studies show that minimum wage increases have little
or no effect on employment in terms of job loss. For
instance, Los Angeles employers only cut employment in
the affected sectors by only 1%.

greatly overshadowed by the fact that people are now

This small reduction is
earning a living wage. Furthermore, allowing people to
earn a living wage will allow workers with two or more jobs
to reduce their workload, thereby offsetting job loss and
possibly even increasing job opportunities for others.

More than 140 American cities have already opted for a
living wage policy. Analysis of living wage campaigns in the
US found that for most businesses wage and benefit
increases due to living wage bylaws will be less than 1% of
total spending. But this was offset by a number of benefits
to businesses, such as less labour turnover, increased
employee productivity, better
cooperation with management, more flexibility in the
operation of the business, and a higher overall morale.

reduced training costs,

We applaud the
minimum wage within the province.

City of

However, municipal
governments are closest to their communities and have
tools to respond to the needs of communities. We are
asking the City of Ottawa to show leadership by putting its

resources toward poverty reduction.

Businesses can both do good and do well
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sick: A comprehensive
survey of income and

KSI

(Source: Lightman, Ernie, et
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(2008))
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®

®

A multivariate
analysis indicates
that every $1,000
increase in income
correlates to
substantial benefits
in health.

When comparing
the poorest twenty
percent to the
richest one-fifth of
Canadians,
University of
Toronto Professor,
Ernie Lightman
discovered that the
lowest income
earners had more
than double the
incidence of
diabetes and heart
disease, that there
was a 60% higher
rate of the
presence of two or
more chronic
health conditions,
as well as more
than triple the rate
of bronchitis, and
twice the rate of
arthritis or
rheumatism.




Ottawa’s Living Wage policy

As previously indicated, living wage policies require a higher wage for city employees as well

as all employees on projects for which public money was given. Beyond this idea, however,

we are looking to have implemented an annual indexing of the living wage in relation to

inflaton. Ot t awa's Living Wage policy should al so
local hiring, and worker retention. Furthermore, the policy should reflect a clear language

that supportsawor ker’ s right to organize.

We also wish to see included a greater accountability from companies and government, such

as government reporting and company reporting in relation to wage levels and benefits. In
addition, Ot t awa’ s dontainiprovisiondNfar ghe creptionl of acpyblics hou | d
oversight board. Finally we want to see the implementation of sanctions for the non-

compliance of employers, including but not limited to back payt o wor ker s and *“ cl
of public money for broken promises.

Ot is about being thrifty with our money.€

In Canada, the most commonly used measure of low-income is the Low-income Cutoff, or the

LICO. This index shows the adequate levels of income for households varying in sizes. LICO

scores are intended to convey the income level at which a family may be in straitened
circumstances because it has to spend a greater portion of its income on the basics (food,

clothing and shelter) than does the average family of similar size. The LICO score is updated

each year with a publishing date during the summer. In 2008, the LICO amount for a single
person | iving i n a 2471.00pefocetax. The hoarlwweage pecessaryz € wa s
to reach this amount varies according to the number of hours worked. The following table

shows the wage rates for different numbers of hours worked.

Hourly Wage Required to Reach the 2008 LICO (pre-tax) for a Single Person, Cities
500,000 or more.

Hours worked per week 30 35 37.5 38 40
Hourly wage $14.21 $12.18 $11.37 $11.22 $10.66
Hourly wage without benefits

(adding $1.25/hr premium) $15.50 $13.50 $12.75 $12.50 $12.00
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According to Statistics Canada, Ontario employees from all industries worked an average of
30.8 hours per week in 2008. However, the living wage would be best tied to the pre-tax
LICO amount for a single person working full-time for the full year at 35 hours per week. In
2007, Ottawa’' s h o128l (undedaup €0 SM2.25u | Nbverthetess, &
premium of $1.25 per hour should be applied in cases where the employers are not providing
benefits. This premium would lead to a total hourly rate of $13.50 per hour without
benefits. This rate would also be adjusted automatically each year with the changes
represented by the LICO.

Mitigating Factors

® oOttawa is ranked as the 5" most expensive city in Canada, and has moved up 23 spots
from 2007 (Mercer Worldwide Cost of Living Survey, 2008).

® The targeted jobs require more than a 30 hour work week.

® Single person LICO scores are not reflective of lone parental households which demand a
higher hourly rate to reach an adequate Living Wage. For instance, a single mom with
only one child would require a minimum hourly wage of $16.50 without benefits for a 35
hour work week.

® Living Wage is geared towards a small percentage of the workforce, thereby minimizing
the actual impact on businesses and the city.

OTTAWA'’S LIVING WAGE IS $13.50 PER HOUR WITHOUT BENEFITS

N.B. The new LICO index for the previous year is published yearly in June, and has shown
an average of a 2 % increase in yearly income over the last 10 years. This trend could
estimate a living wage of $13.75 per hour without benefits for 2009.

As previously mentioned, the Living Wage policy in Ottawa, when adopted will benefit a few
select categories of employees, which include

® Direct city workers or public employees,

® Employees of city service contractors, like janitors, landscapers, clerical workers and
parking attendants to name a few,

® And employees of firms receiving economic development money from the city.
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We have yet to ascertain the amount of these select categories of employees. More
importantly, the policy covers fewer workers than an across-the-board minimum wage
regulation. Therefore, the living wage dollar figure can be set much higher while still
mai ntaining a negligible impact on the

Ottawa ACORN, based on the LICO analysis and the social and economical benefits
recommends an Ottawa Living Wage at $13.50 per hour without benefits. We are confident
that the City of Ottawa can easily adopt this needed change because: it will help reduce the
cost of poverty in our community; it is at an insignificant cost to employers; and low-income
Canadians deserve this relief.

Why Ottawa taking the first steps towards eliminating poverty is so crucial?
(Source: Canada Without Poverty)

Living in poverty as a Canadian means living with insufficient and often poor quality of food.
It means either living in poor quality housing, in homeless shelters and even on city streets.
Difficult and even painful decisions are made everyday which involve trade-offs: pay the rent
or feed the kids, pay the electric bill or go to the dentist, buy a monthly bus pass or invite
friends over for dinner.

Canadians need relief from this stress and anxiety.
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ACORN Canada

The Association of Community Organizations for Reform Now, Canada
www.acorncanada.org — www.ottawalivingwage.ca
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