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Canadian Workers Most in Need of Labour Standards Protection:
A Review of the Nature and Extent of Vulnerability
In the Canadian Labour Market and Federal Jurisdiction

Executive Summary

A key question, from a policy viewpoint, is whether or not existing labour legislation,
especially labour standards legislation, ameliorates economic vulnerability amongst the
least well off in the labour market? The review of the extant evidence on the extent of
economic vulnerability, together with the evidence provided for the federal jurisdiction,
generated the following key results:

= Over time, the proportion of individuals in low income has remained in the range
of 12-14%;

= Approximately 20-24% of workers earn less than $10.00 per hour;

= Low wages are tend to be associated with workers who are young, female, of low
educational attainment, recent immigrants, and visible minorities; other
characteristics such as being a lone mother or having a disability also tend to be
associated with low wages;

= Low wages are also associated with a low incidence of receiving many common
benefits; the result is that low wages and benefits are associated with low
compensation;

= Low income persistence is evident; almost two-thirds of low income persons
remain in low income for more than one year and one-quarter for five years; the
same characteristics that are associated with a high risk of low income are
associated with a high risk of remaining in low income over time.

= The main factor affecting transitions out of low income is an increase in earnings;
other important factors include changes in family arrangements and transfer
payment sand social security.

= Nonstandard employment is associated with economic vulnerability; while not all
nonstandard workers are vulnerable, whether one considers employees or the self-
employed, economic vulnerability increases as job stability (proxied by part-year
or part-time) decreases; nonstandard employment is also associated with lower
incidence of benefits;



Among workers in the federal jurisdiction,

The profile of workers differs from that of workers in the rest of Canada; there is
a lower proportion female; relative to the rest of Canada, the age and tenure
distributions of federal jurisdiction workforce is skewed toward the higher years.

Low pay (wages) is far less common in the federal jurisdiction than in the rest of
Canada; and a higher proportion of federal jurisdiction employees have various
common benefits;

With regard to hours of work and hours and work arrangements:

o A larger proportion of federal jurisdiction employees work a standard
workweek.

o Inaddition, federal jurisdiction employees tend to work a substantial
number of both paid and unpaid hours of overtime.

o The proportion of workers regularly working weekdays and the proportion
working flexible hours is high and is also much larger in the federal
jurisdiction relative to the rest of Canada.

The paper utilizes the profile of vulnerable workers, based upon characteristics such as
employment status, demographic characteristics, and job characteristics, to characterize
vulnerable workers in the federal jurisdiction and identify areas in which labour standards
may have a role. In addition, the analysis considered the extent to which labour standards
are likely to reach (or not) vulnerable workers. Is there a role for labour standards? The
research results suggest that there are several potential roles:

Setting a federal minimum wage rate of $10.00 in 2002 would have raised the
wages of 2% of individual wage earners to a level that would be at around the
level of the poverty line. Raising the minimum wage may, however, be a
relatively blunt tool because many individuals in the labour market who would be
affected by the increase in minimum wage belong to relatively well-off families.

Relatively few workers are expected to benefit from increasing access to benefits;
although it would certainly stand to reduce the economic vulnerability of low paid
workers whose access is currently limited, it could also result in negative
employment consequences.

Employees in the federal jurisdiction tend to work a substantial number of unpaid
hours of overtime; ensuring that overtime is paid through labour standards
(enforcement) is likely a viable policy option.

The assumption of independence of self-employed workers likely does not hold
for many of the self-employed, especially those who work on a contract basis.
This suggests the policy option of extending labour standards to them as “deemed
employees.”



1. Introduction: Economic Vulnerability

There has been ongoing concern in Canada over the persistence of a fairly high overall
poverty rate and the observation that a significant proportion of the working poor remain
in low pay for prolonged periods of time." Low paid work has always been a feature of
the Canadian labour market. But, in addition to some jobs offering low wages, over the
past several decades, significant shifts in work arrangements, such as hours and schedules
of work, and changes in employment arrangements, exemplified by the dramatic rise of
non-standard employment, have heightened economic insecurity.

These changes, combined with the vulnerability of many groups of workers in the labour
market (e.g., those with low education or visible minorities or lone parents) have
generated concerns that the extent and/or degree of economic vulnerability may be
growing in some segments of the labour force. This poses a direct challenge to
conventional policies aimed at alleviating the negative economic and social conditions of
workers who are low paid and at risk in the labour market. It also presents an equity
challenge in terms of ensuring economic opportunity exists for low paid workers as well
as for those who have stable jobs and characteristics, such as higher education, that are
associated with strong economic prospects over time.

Consequently, characterizing the nature and extent of economic vulnerability is not
straightforward because vulnerability may take on many dimensions and occur in various
circumstances.? Since vulnerability is a multi-dimensional concept, different dimensions
may apply to employees with quite different employment contexts. For example, a highly
paid contract worker may be at high risk of layoff (i.e., no or low job security), whereas a
low paid worker may have a long term employment relationship that is relatively secure
because of seniority rights. Some forms of vulnerability, such as low wages or poor
working conditions, have a direct economic dimension. Other forms of vulnerability arise
in a more general social context, such as discrimination; but discrimination also has a
significant economic dimension.

Concern over undesirable labour market outcomes (low wages, long hours, unsafe
working conditions) originated with the mass-production, industrial economy of the late
1800s and most of the 1900s. In the industrial period, these aspects of work were the
main dimensions by which economic vulnerability were defined for purposes of labour
policy. In the period of the early twentieth century, labour policy took the form of
enacting labour standards in areas related to wages, hours of work, and the use of child
labour. Health and safety standards are another area in which standards quickly evolved.

! See Osberg and Xu (1999) and and Osberg (2000) on poverty rates, Finnie and Sweetman
(2003) on poverty dynamics and Picot, Morissette and Myles (2003) on the intensity of low
income.

2 See the extensive discussion in Saunders (2005) and Chaykowski (2005).



Among these areas of work, the steady enhancement of health and safety standards has
remained somewhat contentious. But health and safety regulations generally have
significant positive productivity feedback effects that (may more than) balance the costs
associated with increasing workplace safety, rehabilitation, and so forth. For example,
these regulations are associated with greater safety; hence, lower direct costs associated
with lost time or training of replacement workers; and higher productivity. Regulating
hours of work by instituting maximum daily or weekly hours and overtime rates of pay
was seen as improving both safety as well as workers’ quality of life. At least in the post
World War Il period, rising productivity and real wages, arguably, provided a basis for
hours and overtime standards. More recently, moves to relax the hours regulations (e.g.,
in Ontario) were linked to the argument that firms needed increased flexibility in order to
meet rising competitive pressures.

It has been generally recognized that wages or working conditions may exist that are so
inadequate that the worker can neither sustain a basic standard of living nor work without
a substantial risk to their health. Consequently, historically and over time, there has been
a diverse set of policies aimed at alleviating the worst consequences of low pay and poor
working conditions. These policies were originally primarily aimed at regulating
workplace and labour market outcomes. More recently, however, a range of proactive
policies that provides support and incentives for improved outcomes has supplemented
regulatory policies.

The issue of workers’ economic vulnerability, broadly characterized, has been the centre
of recent policy analysis because of its apparent persistence, the complex nature (i.e., the
characteristics and dimensions) of economic vulnerability, and the challenges it poses to
conventional labour policies aimed at alleviating the disadvantages associated with poor
economic status.® The purpose of this review is to contribute to a better understanding of
which workers, especially among those in the federal jurisdiction, are relatively more
likely to be in need of protection through government labour standards, by virtue of their
vulnerability in the labour market. A second purpose is to shed some light on what
conditions or factors labour standards policy might target if it is to successfully contribute
to increasing the economic well being of vulnerable workers.

In this review | confine myself to economic vulnerability, especially low wages. But |
also consider access to benefits as well as other related employment conditions, such as
hours.? Finally, I consider the implications of changing employment arrangements,
especially the rise in non-standard work, for economic vulnerability.

In the second section, | describe the approach that | adopt in this review to defining
economic vulnerability. This provides a basis for the subsequent review of the evidence
on the nature and extent of economic vulnerability in Canada and, more specifically,
among workers in the federal jurisdiction. Section three provides the review and analysis
of economic vulnerability in Canada. This includes a profile of the incidence of low pay
over time, the incidence of low pay across key worker characteristics (such as age and

¥ See Chaykowski (2005); Saunders (2005); and Vallée (2005).
* | therefore follow Chaykowski (2005).



sex), and the availability of benefits among low paid workers. | then assess the evidence
regarding the extent of upward economic mobility of low paid workers. Finally, |
consider, in some depth, the nature and role of non-standard work in economic
vulnerability.

The fourth section analyses economic vulnerability in the federal jurisdiction. This
section provides fresh evidence on the extent of low pay based on analysis using
Statistics Canada’s Workplace and Employee Survey. This section begins with a brief
profile of workers in the private sector of the federal jurisdiction. The analysis focuses on
the wages and benefits, hours, overtime and work schedules of workers in the federal
jurisdiction compared to non-federal jurisdiction employees.

The fifth section focuses on policy considerations related to providing protection to
vulnerable workers, especially those in the federal jurisdiction. The section begins with a
look at some of the main policy-relevant empirical findings. The policy analysis then
concentrates on policy options and the role for labour standards in relation to wages,
benefits, hours and hours arrangements, and work arrangements (i.e., non-standard
employment). A major focus is on the potential for increasing the minimum wage to
alleviate the incidence of low paid work. The concluding section also provides a
summary of the main empirical findings and policy conclusions.



2. Defining Vulnerability in the Canadian Labour Market and Federal Jurisdiction

There is no singular definition of vulnerability in the Canadian labour market. In contrast,
most studies of vulnerability recognize the multi-dimensionality of the concept. The
approach taken in this review is to focus on “economic” vulnerability. Even so, there are
several dimensions to economic vulnerability, as well. The rationale for focusing on the
economic dimension is that labour standards, generally, address workers’ economic and
employment experience in the labour market. A further focus, in this analysis, is on low
pay, defined as wages and benefits, and on work employment arrangements, which
encompass such dimensions as hours, overtime, and nonstandard work.

While there is no generally accepted definition of a “low wage,” one recent study of
workers’ low pay, as one dimension of economic vulnerability, defines low pay as being
wages around $10.00/ hour (see Saunders 2005).> As Saunders (2005:5) explains, the
rationale for this cutoff is that it corresponds to the Statistics Canada LICO for a full-time
worker:
“If converted to annual income at full-time hours, this corresponds approximately
to the before tax low income cut-off (LICO) for a single, unattached person in a
large urban area.”

The first justification, then, for considering wages less than $10.00 as being low is that it
is in the range of the wage associated with the Low Income Cutoff used by Statistics
Canada, which is typically used as an approximation of the poverty line.® Using
$10.00/hour as an upper bound of low wages is also reasonable on other grounds. For

> Saunders (2005) essentially follows Maxwell (2002) and Chung (2004) in this approach.
® Statistics Canada defines the LICO in relative terms:
“A family unit is considered “low income” when its income is below the cutoff
for its family size and its community. A LICO is an income threshold below
which a family will likely devote a larger share of its income to the necessities of
food, shelter and clothing than an average family would.”

While the LICO is not generally considered a “poverty line,” it is generally considered at least a
good approximation to a poverty line, and a good indicator of low pay. This use of the LICO is
adopted in this paper as a measure of low pay — following the tradition of Dooley (1994),
Morissette and Drolet (2000), Morissette and Zhang (2001), and Picot and Myles (2005).

For a thorough discussion of the concept of poverty, and of how to measure it, see Osberg (2000).
Osberg (2000: 848) explains that one of the fundamental issues in conceptualizing and measuring
poverty is whether one should define a poverty line in absolute terms (i.e., by defining some basic
level of necessities) versus in relative terms (i.e., defined in relation to, for example, median, or
average, income levels). Osberg (2000:849) notes that the LICO is defined in terms of “...its link
to the percentage of income spent on necessities...”

| further explore the relationship between the minimum wage and the LICO in section 5 below, in
my discussion of basic living standards, low income and policy responses based on minimum
wages.



example, although higher than current minimum wages in Canadian jurisdictions, it is
only marginally higher than the range of current provincial minimum wages.” It is
normally acknowledged that wages around the government-mandated minimum wage
may also meet the definition of a basic “living wage” — although the link between a
“minimum wage” and a “living wage” is probably more so an historical one.®

As a consequence of these considerations, I, too, utilize $10.00/hour as a significant point
of reference for considering low wage levels. This break point is not uniformly accepted,
and some published sources utilize alternative wage cutoffs in analyzing the wage
distribution of workers.

A second area in which vulnerability may arise is in relation to work arrangements and
hours. For example, workers may be required to work for longer hours with overtime,
even in circumstances where they would prefer to decline the additional hours. Further,
workers may be required or under pressure to work longer hours but they may not be paid
at all or, if paid, they may not receive overtime pay rates for these additional hours of
work. In these types of circumstances, workers with few or no labour market alternatives
may be considered vulnerable.

Nonstandard employment includes part-time, temporary or self-employed work. These
classes of workers may also work part-year. In the case of nonstandard workers, their
economic vulnerability may arise from low pay, poor benefits, and job instability. While
not all non-standard workers are employed under these conditions, where they do they
would be considered likely to be vulnerable. Self-employed workers also have a further
dimension of vulnerability in that they are typically not covered under most standards
legislation.

" Currently, minimum wages range from a low of about $6.25 in Newfoundland, to $7.45 in
Ontario and $8.00 in British Columbia, to highs of $8.25 Northwest Territories and $8.50 in
Nunavut. For many provinces, these rates are scheduled to increase over the next two years. For
example, in Ontario, the minimum wage is scheduled to increase to $7.75 in February 2006 and
then to $8.00 in February 2007.

® Brennan (2000:62) points out, for example, that the earliest minimum wage orders, which
applied to women, “...were based on the estimated cost of living for a single woman.” Of course,
while wages below the minimum wage are not allowed, some workers may, nonetheless, be paid
less than the legislated minimum.



3. The General Characteristics of VVulnerable Workers in the Canadian Labour
Market

3.1 Focus of the Analysis

This section considers the existing qualitative and empirical research evidence with
regard to the labour market characteristics of vulnerable workers including their:

= Demographic characteristics (e.g., age, sex); and

= Job and employment characteristics [e.g., wages; hours; employment status (i.e.,
full-time regular employee versus non-standard form of employment); and
benefits].

One main purpose, then, is to identify which workers are likely to be most vulnerable and
in need of labour standards protection. That is, the review identifies some of the main
characteristics associated with worker vulnerability.

There have been a variety of recent studies aimed at investigating two related issues
regarding the economic status of workers at the low end of the earnings distribution. The
first concerns the incidence of low paid employment.® The second concerns whether or
not (or the extent to which) workers who are low paid improve their economic status over
time. That is, do low paid workers experience upward economic mobility out of low paid
employment into higher paying jobs?*°

In what follows, | profile low paid workers in Canada. | begin by focusing on the
incidence of low pay and how low pay has changed over time. | focus on the incidence of
workers earning less than roughly than $10.0 per hour as an indicator of the incidence of
low paid work. | then consider several key characteristics of low paid workers, including
their demographic characteristics (sex and age), employment status. Since wages are one
component of earnings, | also examine their access to benefits. I then consider the
evidence regarding workers’ mobility out of low paid work.

One of the most important labour market developments of the past several decades has
been the increase in nonstandard employment, including part-time, contract, temporary,
and term employment. Many of these forms of employment can be less stable and of
shorter term than regular, full-time jobs, and are therefore often referred to as being
“precarious”.** Nonstandard employment relationships are an important dimension of
economic vulnerability.> Nonstandard work is, therefore, considered central to
understanding economic vulnerability.

° See Chaykowski (2005); Saunders (2005); Morrissette and Picot 2005).
1% See Morrissette and Picot (2005) and Janz (2004).

1 See Vosko et al (2003).

12 See Chaykowski (2005).



An important component of the nonstandard labour force consists of the self-employed.
While self-employment is sometimes associated with entrepreneurs, many of the self-
employed are essentially contractors. The economic profile of the self-employed is
varied, but there is some evidence that many have a number of the key characteristics
typically associated with economic vulnerability. Therefore, while most of the analysis of
vulnerability focuses on low paid work of employees, I also consider the issue of self-
employment and vulnerability.

10



3.2 Low Pay and Low Paid Workers

Low Income and Earnings, Low Wages, and Incidence Over Time

There is evidence, based on a variety of general surveys that point to a significant degree
of low paid work in Canada. Using a definition of low income based on the LICO, Picot
and Myles (2005) report that over the period 1980-2002, the low income rate ranged from
a low of about 10% to a high of about 14%." This is broadly consistent with the results
obtained by Morissette and Zhang (2001) who find that the proportion of individuals in
low income was in the range of 12-14% over the period from 1993-1998.* Similarly,
Census data for 2000 indicates that about 17% of employees working at least 30 hours
per week and for a full year earned less than $20,000.%> Although taken for different
years and different pay measures (i.e., after tax and transfer income versus labour market
earnings), these data suggest that low pay (whether one considers earnings or income) is
both a significant and ongoing feature of the labour market.*°

Both low earnings and low wages have been systematically analyzed in the empirical
research literature. Findings on the incidence and extent of low wages are thoroughly
reviewed by Saunders (2005:13), who concludes:

“... that low-paid work (below $10 per hour in 2001 dollars) among
fulltime workers is particularly high for: women; young people; the
less-educated; recent immigrants, especially those who are from
visible minorities; lone mothers; unattached individuals; and persons
with a disability.”

In their recent analyses of low wages in Canada, Morissette and Johnson (2005) analyze
the incidence of workers across the wage distribution, defined by wage ranges. Their
analysis makes use of three major surveys, including the Survey of Work History of 1981,
the Survey of Union Membership of 1984, the Labour Market Activity Survey of 1986-
1990, and the Labour Force Survey of 1997-2004. At the low end of the wage
distribution, they consider the proportion of workers earning less than $8.00/hour and the
proportion of workers earning between $8.00-9.99/hour.*’

3 Note that Picot and Myles (2005) focus on families and utilize the LICO for net income (i.e.,
income after taxes and after transfer payments).

! Note that Morissette and Zhang (2001) examine the population aged 16 years and older. This
would include those who are 65 and older. Their analysis utilizes the LICO to determine low
income and makes use of the Survey of Labour and Income Dynamics.

1> Source: Statistics Canada. 2001 Census: Analysis Series. Earnings of Canadians; Making a
Living in the New Economy. Cat. No. 96F0030XI1E2001013 (March) pp. 27-28.

'® Note that these findings relate to either earnings or income, both of which are a function of the
wage rate and hours worked.

7 Wages are denominated in 2001 dollars.
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Considering all workers in Canada, Morissette and Johnson (2005) find that the
proportion earning wages less than $10.00 per hour have remained in the range of
roughly 20-24% over the past two decades.'® Refer to Figure 1. As expected, a slightly
larger proportion of workers earned less than $8.00 than the proportion earning between
$8.00 and $10.00. The proportion of workers earning wages in these ranges cycles over
time; there is a slight downward trend in the proportion earning less than $8.00 and slight
increase in the proportion earning $8.00 - $10.00.

Incidence of Low Pay by Sex

The proportion of workers earning low pay has a pronounced gender dimension, although
the nature of this feature has changed over time (see Figure 2). Whether one considers the
proportion of workers earning less than $8.00 or the proportion earning between $8.00
and $10.00, the proportion female that is low wage is substantially and consistently larger
over time. However, as Figure 2 illustrates, the proportion female earning less than $8.00
trended downward over the period of the late 1980s through the late 1990s before
levelling off.

Among those earning less than $8.00, the ratio of the percentage female to percentage
male has trended downward over the entire period, from roughly 2.1 in the early 1980s to
only 1.8 by 2004. In contrast, among those earning between $8.00 and $10.00, the ratio
of the percentage female to percentage male has decreased much more significantly over
the 1980s and 1990s, from around 1.9 in the early 1980s to 1.3 by 2004. (See Figure 3.)

Incidence of Low Pay by Age

The incidence of low pay by age declines with age up to the oldest usual working-age
category (those aged 55-64 years), at which time it increases again. Refer to Figure 4. Not
surprisingly, the age group with the highest incidence of low pay is youths (those aged
17-24) at over 60 percent — compared to roughly 20% for among workers aged 25-34, for
example. As workers enter their middle 20s and beyond, the incidence of low pay
changes relatively little until they approach the oldest usual working age years (ages 55-
64).

A significant difference in the incidence of low pay between males and females was
discussed above. These differences in incidence by sex also exist by age. For each age
group, the incidence of low pay among females exceeds that for males (see Figure 4).

'8 These percentages are in the same range as the results derived from Statistics Canada’s Workplace and
Employee Survey for 1999, which shows that around 30% of employees earned less than $12.00 per hour.*®
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Low Pay and Benefits

Among various common benefits, including pensions, insurance, supplemental medical
plans, and dental plans, the proportion of workers with such nonwage benefits decreases
with lower wages (see Figure 5 for incidence based on the WES). In 1999, around 60% of
workers earning less than $12.00 received no nonwage benefits. Results based on data for
the Survey of Labour and Income Dynamics is consistent with this finding; in 2001, only
about 12% of workers earning less than $10.00 had insurance or retirement benefits (see
Figure 6).

Low Pay and Employment Arrangements

In general, there is a distribution of wage rates across workers, for any given type of work
arrangement. For example, among workers employed full-time, there is a distribution of
wages ranging from the level of roughly the minimum wage up to very high levels
(especially when one considers the hourly pay equivalent of salaried workers). One major
issue is whether or not certain employment arrangements are associated with low wages?

While extensive information on wage rates by employment arrangement is not generally
available, some recent evidence comparing full-time to part-time jobs suggests that part-
time jobs are associated with a substantially lower wage rate. In 2004, among employees
aged 17 to 64, the average wage (median wage) of part-time workers was only $12.47
($9.29) compared to $18.31 ($16.56) among employees holding full-time jobs.™
Moreover, between 1981 and 2004, the median wage of employees in full-time jobs
increased by 4.8% but decreased by 14.5% among employees in part-time jobs.® These
data clearly suggest that part-time work is associated with lower rates of pay and that the
pay level of part-time workers has deteriorated relative to full-time workers.

Studies examining differences in pay that consider the role of work arrangements tend to
focus on either earnings, or income. In Section 3.4 below, | take up the issue of
nonstandard employment and economic vulnerability, focusing on measures of earnings
and income.

Economic Vulnerability: Low Pay, Benefits and Compensation

Jobs that offer low pay are generally associated with two compensation disadvantages.
First, low wage jobs are often associated with “bad jobs” — jobs that may offer low wages
but also poor working conditions, little job security, few opportunities for training, and
few benefits.?! Second, since many benefits are tied to wages, poor benefits are often

19'See Morissette and Picot (2005: 21, Table 2). Note that these are hourly wages in 2001 dollars.
%0 See Morissette and Picot (2005: 21, Table 2). Between 1997 and 2004, median wages among
full-time workers increased by 2.1% and among part-time employees decreased by 4.6%.

2! For Canadian evidence on the “good jobs” “bad jobs” dichotomy see Economic Council of
Canada (1990) and Betcherman et al (1994).
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associated with low wage jobs. The findings of low incidence of nonwage benefits among
low wage workers are therefore consistent with these explanations and with previous
research on benefits.

14



3.3 Low Pay and Workers’ Upward Economic Mobility

Workers are, at any point in time, distributed across wage or earnings levels. Over time,
their earnings may grow or decline, depending upon their labour market experience (e.g.,
promotions to higher paying jobs) as well as other factors that affect their capacity to earn
(e.g., hours constraints; health). One key issue is whether or not the relative economic
position of workers tends to change; that is, whether there is upward or downward
economic mobility. This issue is especially important in the context of low-paid
employment.

Workers (and families) who experience prolonged or permanent low earnings may be
more likely as well to have the next generation experience the same poor economic
status.?? Persons who are unable to improve their economic conditions may, therefore,
experience a “poverty trap.”

In Canada, evidence for the 1990s suggests that there is a significant degree of
persistence in low income among individuals (unattached) as well as families.?®
Morissette and Zhang (2001:12) find that of those who first experienced low income in
1994, around 30% remained in low income after 3 years and roughly 14% for five or
more years.”* Based on a different sample and analysis, Corak et al (2002) analyze the
movements of workers into and out of low income over the period 1993 to the late 1990s.
They find the overall incidence of low market income (net income) to be in the order of
roughly 13% (3%) — compared, for example, to 10% (5.4%) in the US.*® Among those
entering low income in Canada (in 1993), 62% remained poor after one year, and around
24% remained low income over the five year period.?

Characteristics found to be associated with a relatively lower likelihood of moving out of
low income include being female, young, having a disability, having low levels of
educational attainment, being a visible minority or being a recent immigrant.?’ The
make-up of the family unit also matters; unattached individuals and lone parents are more

22 See Corak (1998).

%% See Finnie and Sweetman (2003), Morissette and Zhang (2001), and Corak et al (2002). Janz
(2004), using the LICO as a measure of low income and imposing a minimum 10% increase in
weekly earnings as a (higher) benchmark for determining upward economic mobility, finds that
between 1996 and 2001 roughly one-half remained in low income.

2 Note again that Morissette and Zhang (2001) examine the population aged 16 years and older.
Similarly, Morissette and Drolet (2000), who also use the Survey of Labour and Income
Dynamics, find that around 30% of persons entering low income in 1994 remain low income after
3 years.

% Corak et al (2002: Table 2b). Some of the difference in these measures and results is likely due
to transfer payments.

% Corak et al (2002: Table 6). Note that the analysis covers the entire population (i.e., children,
individuals in the labour force, as well as older persons) and measures of income accounts for
household income such that it is *“...an estimate of potential income for each household member
under theassumption of equal sharing” (Corak et al 2002:5).

27 See Janz (2004); Hatfield (2004); Morissette and Zhang (2001); Morissette and Drolet (2000).
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likely to experience low income.? It is important to note, however, that while workers
with these characteristics are associated with a greater likelihood of experiencing low
income, some (e.g., workers with disabilities or lone parents) comprise a comparatively
small percentage of all low income individuals primarily because their share of the
population is also small.? The prevalence of low pay among some specific socio-
demographic groups suggests that policy targeting may be an option; on the other hand,
the problem of low pay actually cuts across population characteristics.

Recent research has provided some insight into what underlying factors matter in moving
people out of low income. Corak et al (2002) found that the main factor accounting for
movement out of low income was an increase in the labour income of the family head
(37.6%); other important factors included an increase in the partner’s labour income
(7.9%), and transfer payments and social security (13.4%), while various changes in
family arrangements or status (e.g., marriage, combining households) accounted
collectively for 34.3%.%°

These results suggest that improvements in pay, either through labour market earnings or
through government transfers matter, as do changes in family circumstances. Increases in
either wages and benefits or their hours of work may increase workers’ labour market
earnings. Increased wages may be attained either by obtaining a higher paying job or
through government intervention, such as minimum wages. Changes in hours may also
require changing jobs. Many jobs that are associated with nonstandard employment are
associated with shorter hours. Changes in hours may therefore require moving to a job
that has more “standard” work arrangements. In the following section, I turn to the role of
nonstandard employment in determining economic vulnerability.

%8 See Hatfield (2004); Morissette and Zhang (2001); Morissette and Drolet (2000).
%% See Morissette and Zhang (2001:12).
%0 Refer to Corak et al (2002: Table 8)
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3.4 Economic Vulnerability and Nonstandard Employment

The Rise of Nonstandard Employment in Canada

Nonstandard work, which can take the form of part-time, contract, and temporary work as
well as self-employment, now corresponds to around one-third of the workforce.®* As
noted in the previous section, the incidence of low pay may be associated with some
types of nonstandard work arrangements. For example, nonstandard jobs that are
associated with low wages (and limited benefits), or with few hours, can result in low

pay.

In addition, temporary work, or contract employment among the self-employed, may be
precarious insofar as the workers bear a high level of employment risk as they move from
job to job. Particularly low pay or a sufficiently high degree of employment risk along
other employment dimensions (e.g., hours) may create a degree of economic vulnerability
— taken together, these characteristics are even more likely to result in economic
vulnerability.

Nonstandard employment has been increasing both in terms of employment levels and as
a proportion of all workers in the labour force. From the period of 1989 through the 2002,
while regular full-time employment decreased from around 67% to 63%, most forms of
nonstandard employment increased.** Part-time employment increased, over the period
1976-2004, from about 1.2 million workers in 1976 to just under 3 million in 2004; over
this period, the proportion of the labour force comprised of part-time workers increased
significantly from 11.6% to 17.2%.%® Another growing segment of the nonstandard
workforce is the self-employed. Whereas in 1976 the self- employed constituted 11.4% of
the labour force (at 1.2 million workers), by 2004 they accounted for 14.5% (at 2.5
million workers).**

Thus there has been a significant increase in non-standard employment, in absolute terms
and as a proportion of the labour force over the long run. But part-time employment, for
example, as a proportion of the labour force, essentially levelled off in the range of about
17% after 1993. * Regardless of whether or not the share of non-standard employment
continues resumes its increase, it now constitutes a quite sizable proportion of the labour
force.

%! See Chaykowski (2005).

%2 See Vosko, Zukewich and Cranford (2003: 20, Table 1.)

%% Source: Statistics Canada. 2005. Canadian Economic Observer. (July) Catalogue No. 11-210-
XPB, Vol. 19. (Ottawa: Minister of Industry). Table 8.

% Source: Statistics Canada. 2005. Canadian Economic Observer. (July) Catalogue No. 11-210-
XPB, Vol. 19. (Ottawa: Minister of Industry). Table 8.

% Source: Statistics Canada. 2005. Canadian Economic Observer. (July) Catalogue No. 11-210-
XPB, Vol. 19. (Ottawa: Minister of Industry). Table 8.
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One of the main features of nonstandard employment is that it has a significant gender
element. Many forms of nonstandard employment are disproportionately female.
Chaykowski (2005:11) notes:

Females comprise the overwhelming majority of part-time workers (at
about 70 percent) and, while they now comprise only about one-third of
all self-employed workers, the proportion of females among the self-
employed has steadily increased over the past three decades ... while
women occupy about 40 percent of full-time temporary jobs, they take
up roughly 60 percent of part-time temporary jobs. The sex dimension
of nonstandard employment is important given an overall economic
context in which women experience lower average earnings in the
labour market.

Other characteristics associated with low pay are also important in relation to the
incidence of nonstandard work. For example, the proportion of workers employed part-
time is also higher among the young; and part-time work is more prevalent in small firms
(those employing less than 20) and in very large firms (those employing 500 or more).*

The main reasons for the rise of nonstandard employment relate to both the supply and
demand sides of the labour market. On the supply side, the increased labour force
participation rates of women, shifts in family structures and responsibilities, and changes
in the allocation of time within households, have increased preferences for flexible or
alternative work arrangements. On the demand side, the main factors include firms’
objectives of increasing organizational flexibility and reducing costs. Increased
organizational flexibility requires flexible workforces.®’ In addition, nonstandard workers
may be associated with lower wages, but also fewer benefit costs; firms may also avoid
training costs and payroll taxes by hiring non-standard workers.

Evidence on the Nonstandard Employment and Economic Vulnerability

Unlike straight wage rates, earnings accounts for how many hours workers are employed
and, in this way, provides a broader dimension of workers’” economic well-being. For
example, Census data for 2000 indicates that about 17% of employees working at least 30
hours per week and for a full year earned less than $20,000. The distribution of earnings
in Canada has been the subject of considerable research, as researchers have considered
such issues as the extent of earnings inequality in Canada. Specific issues that have been

% See Source: Statistics Canada. 2001. Workplace and Employee Survey Compendium. 1999 Data.
Catalogue No. 71-585-XIE. Table 12.

%" For example, firms may desire the flexibility to call workers in to work during periods of
(unexpected) increased demand for their products or services; or to hire and utilize workers in a
very limited basis in order to only marginally increase production.
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considered include whether the “rich are getting richer and the poor poorer” or whether or
not the middle class is “hollowing out” over time.*®

In his analysis of economic vulnerability, Chaykowski (2005) focuses on the extent of
low earnings among workers employed full-time relative to those in nonstandard
employment arrangements; that is, those working part-time as well as full- and part-year.
He also examines the extent of economic vulnerability among the self-employed. Making
use of the Survey of Labour and Income Dynamics for 2000, he examines person’s
earnings below the poverty line, which is approximated by the Statistics Canada Low
Income Cutoff (LICO). He utilizes two measures of the extent of economic vulnerability:
first, the proportion of workers whose earnings is below the poverty line (the breadth of
low earnings); and second, the extent to which workers’ earnings are below the poverty
line (which he refers to as the depth of poverty).

Chaykowski’s (2005: 51-52) findings underscore the importance of work arrangements as
a determinant of economic vulnerability, in addition to the impacts of specific
demographic and employment characteristics:

“e The proportion of all individuals with some paid employment in
2000, that had low earnings (below-LICO) was 34 percent. On
average, the low-earnings group fell 18 percent below the LICO
threshold.

* The self-employed experience a much greater incidence of low
earnings than do employees. For example, the proportion of full-year,
full-time (FYFT), self-employed workers with low earnings was 42
percent, compared to 11 percent for FYFT employees.

* The incidence and extent of low earnings is greater among those
employed part-time (compared to full-time);

» Workers with limited job stability (i.e., part-time part-year workers)
have substantially higher incidence and extent of low earnings;

 Low earnings are much more prevalent among women (16 percent
for FYFT employees) than men (7 percent).

* As one would expect, the incidence of low earnings is relatively high
for young workers (aged 16-24). For FYFT employees in this age
group, the rate is 38 percent.

* Education matters. About 18 percent of FYFT employees who did
not graduate from high school had low earnings in 2000. For those
with a university degree, the figure is only 4 percent.

* A much smaller proportion of unionized workers experience low
earnings and, on average, the low-earnings group falls less far below
the LICO threshold.”

* There is an extensive and growing body of research in Canada on these and related issues.
Refer to McWatters and Beach (1990) and Myles, Picot and Wannell (1988).
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Further results regarding the breadth and depth of worker vulnerability are presented in
Table 1 for private sector workers in 2000.* The analysis considers individuals (in Panel
A) and economic families (in Panel B), separately. The results are presented for different
degrees of job stability (including full- and part-time and full- and part-year jobs) and
alternative types of employment arrangements (employees versus the self employed).
The different categories of job stability reflect differing hours of work. In addition, the
analysis captures differences in vulnerability between workers holding regular full-time
full-year employment versus those in non-standard employment arrangements (i.e., part-
time; self-employment).

In addition, three measures of pay are examined, including “earnings,” a more inclusive
measure of “market income” and “before-tax total income.”** For each of earnings,
market income and before-tax total income, the results for both vulnerability measures
are presented; the top number is the headcount ratio (breadth of vulnerability) and the
poverty gap (depth of vulnerability) is reported.** For example, considering the earnings
of individuals who are employees, and who work full-time and full-year, the headcount
ratio is 0.12982 and the poverty gap is 0.04446. (Refer to the two entries that are
highlighted in Table 1.)

Several results emerge from this analysis. Overall, comparing individuals to economic
families, as one would expect, being a member of an economic family is generally
associated with lower breadth and depth of vulnerability — for different degrees of job
stability, across income measures, and when one considers either employees or the self-
employed. Importantly, the measure of income also matters to the extent of differences in
vulnerability; for a given category of job stability (e.g., full-year but part-time) the degree
of vulnerability decreases as the measure if income broadens. This result is expected,
especially when all income sources are considered, because government transfers are
aimed at ameliorating the extent of low income.

If we focus on individuals, then for either employees or the self-employed, and for all
alternative measures of income, the breadth and depth of vulnerability increases as job
stability decreases (from full-year and full-time to part-year and part-time).

% The analysis made use of the Survey of Labour and Income Dynamics for 2000.

%% Note that some workers may be employees for some portion of the year but also have earnings
derived from self-employment.

! Earnings includes wages and salaries, including commissions and overtime, but excludes self-
employment income; market income includes all sources of labour market income, including
private retirement, investment and self-employed income, but excludes all government transfer
payments; and total income is the most inclusive income measure, that includes all sources of
income including government transfers.

*2 The breadth of low earnings (economic vulnerability) is the proportion of workers whose
earnings are below the poverty line whereas the depth of poverty is the extent to which workers’
earnings are below the poverty line. These measures will reflect both pay rates as well as hours of
work; the analysis does not allow for an estimate of how much vulnerability is due to low pay
versus low hours.
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Finally, again considering individuals, comparing employees to the self-employed, then:
among full-time full-year workers, the self-employed generally experience a much
greater degree of vulnerability than the employed; but as the degree of job instability
changes, this difference changes; so that for workers in the least stable jobs (part-year and
part-time) self-employed workers are actually less vulnerable.

Taken together, these results underline the importance of the association between
nonstandard employment and low earnings/income. But low pay is also associated with
low overall levels of economic well-being among nonstandard workers because they also
appear to be less likely to receive a range of basic benefits. Evidence for 1998 shows, for
example, that among female part-time workers, the proportion of males with benefits
coverage was generally in the range of 19-24%; for male part-time workers, only about
14-21% had common benefits such as life or disability insurance or dental care or an
employer-based pension plan.*® In contrast, generally, one-half to one-third of full-time
workers had common benefits. Benefits coverage amongst the self-employed, at typically
just over one-third, is generally higher than among part-time workers, but roughly 40% of
the self-employed that have benefit coverage obtain that coverage through their spouse.**

The Special Case of the Self-Employed

The self-employed are, as documented above, a sizeable and important component of
nonstandard employment in Canada. Moreover, the self-employed are distributed across
Canadian industries (see Figure 7). In 2000, roughly 6% of all self-employed workers
were in transportation and warehousing, 5% were in finance, insurance and real estate —
industries that are partly within the federal jurisdiction. In addition, a large proportion of
the self-employed are professional and technical workers, who are typically employed in
a variety of industries. The self-employed are, therefore, of relevance to labour policy
issues in the federal jurisdiction.

While not all nonstandard workers are vulnerable, and many are employed at high pay
levels, self- employment is associated with economic vulnerability. This vulnerability
arises because their employment is precarious or their earnings are low (or both).*®

Self-employed workers do constitute something of a special category of worker insofar as
they generally fall outside of the scope of most labour market legislation, including
labour standards, precisely because they are not “employees.” Two important issues are
whether or not the magnitude of self-employment has become sufficiently large, and the

*® The benefits considered included life/disability insurance, supplemental medical, dental care,
and employer based pension plan; see Comfort, Johnson and Wallace (2003: Table 1.3, 1.4 and
1.6).

* Source: Delage (2002: Tables F1, F2, F4, F5, F7).

*> The situation of the self-employed in the labor market is further complicated by the fact that
many of the self-employed may hold other employment. For such workers, we would expect, all
else being equal, that they would experience less economic vulnerability.
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nature of how many of the self-employed work has evolved (e.g., in relation to firms as
contract workers), that some labour standards ought to be extended to them.*°

In the context of this policy issue, it is important to consider the various arrangements
under which the self-employed actually work. A majority of the self-employed workers
may be defined as independent entrepreneurs (i.e., those who do not employ other
workers are termed “own-account self-employed”); this group represented about 55-60%
of the self-employed in Canada.*’ Therefore, the remainder of self-employed workers
(approximately 40-45%) employ at least one other worker for some period of time.

Many self-employed workers have some form of contractual relationship with “clients”
(e.g., former employers). In practical terms, the self-employed may contract with a client
to deliver a product or service, using his or her own equipment, over some fixed period of
time.

Another of the important characteristics of self-employed work is that they tend to
perform their work in a wide variety of settings. For example, while some self-employed
workers who perform contract work may perform the work at home, others may work at
the workplace of the employer, or even in the offices of several employers if they are
engaged in multiple contracts. In 2002, just less than 30% of all self-employed workers
worked at home; just over 40% worked outside the home, while around 25% worked in
the offices of one or more clients.*® Furthermore, roughly two-thirds of the self-
employed who have worked on a contract basis have done so without a written contract.

“® This is neither inconsistent with, nor exclusive of, a principled rationale for considering the
extension of labour standards to the self-employed.

" Source: Delage (2002:12).

“8 Source: Delage (2002) Table B6.
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Table 1: Vulnerability by Job Stability and Type of Employment: Private Sector
SLID 2000

Vulnerability Job Stability
Measure Full-Year Full-Year Part-Year Part-Year Part & Full
By Full-Time Part-Time  Full-Time  Part-Time Year &
Type of Time
Employment
Panel A: INDIVIDUAL
Earnings:
Employee 0.12982 0.75399 0.54324 0.93100 0.64406
0.04446 0.39852 0.27419 0.68675 0.33430
Self-Employed 0.42089 0.71370 0.62522 0.83067 0.65304
0.25257 0.49572 0.42776 0.65866 0.44847
Market Income:
Employee 0.12262 0.71687 0.52215 0.91710 0.62395
0.04061 0.36569 0.25810 0.66123 0.31781
Self-Employed 0.37588 0.61118 0.59924 0.72342 0.58502
0.20580 0.36784 0.39216 0.52719 0.37451
Before-Tax Total Income:
Employee 0.09463 0.65891 0.42958 0.88470 0.53565
0.02882 0.31366 0.19208 0.57879 0.24811
Self-Employed 0.34313 0.54519 0.54739 0.64803 0.49921
0.17713 0.29456 0.32012 0.39594 0.28849
Panel B: ECONOMIC FAMILY
Earnings:
Employee 0.08375 0.23968 0.26514 0.30297 0.27770
0.02824 0.11357 0.11635 0.17531 0.13142
Self-Employed 0.26528 0.37886 0.36246 0.46301 0.36723
0.13974 0.22295 0.24370 0.32711 0.22446
Market Income:
Employee 0.07251 0.19084 0.23714 0.25959 0.25253
0.02346 0.08226 0.10148 0.14348 0.11508
Self-Employed 0.21414 0.26418 0.34503 0.37006 0.33806
0.10266 0.12358 0.22431 0.20395 0.17656
Before-Tax Total Income:
Employee 0.04053 0.12124 0.15734 0.17271 0.17098
0.01182 0.03893 0.04879 0.07147 0.06268
Self-Employed 0.16077 0.18036 0.28216 0.26206 0.22897
0.06386 0.06719 0.12462 0.11333 0.10174
POPULATION SHARE
Employee 0.42554 0.06489 0.04967 0.05191 0.11009
Self-Employed 0.08933 0.01692 0.00366 0.00288 0.00527

Source: Author’s calculations, Survey of Labour and Income Dynamics, 2000
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Figure 1: Propeortion of Workers in Canada Earnings Low Wages,
1981-2004
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Figure 2: Proportion of Werkers in Canada Eaming Low Wages,
by Sex, 1981-2004
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Figure 3: Ratio of Female to Male Weorkers in Canada
Earning Low Wages, 1981-2004
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Figure 4: Incidence of Low Pay by Age and Sex, 2004
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Figure 5: Proportion of Workers With and Without Monwage

Benefits By Wage, 1999
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HAgure 6: Permanent Employment and Benefits

by Low Pay, 2001
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Figure 7: Distribution ofSelf-Employed Workers in Canada by Industry, 2000
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4. VVulnerable Workers in the Federal Jurisdiction

4.1 Scope and Basis of the Analysis

This section provides a selected profile of workers in the federal jurisdiction. Along with
the above detailed analysis of workers’ economic vulnerability in the broader labour
market, the profile of federal jurisdiction workers permits some assessment of the extent
of vulnerability in the federal jurisdiction.

The descriptive analysis compares the characteristics of workers in the federal
jurisdiction with those in the non-federal jurisdiction industries. The analysis makes use
of the Workplace and Employee Survey (WES), administered by Statistics Canada, for the
year 2002. The WES is an establishment level survey that includes detailed information
about employees, including characteristics relating to demographics, pay, a variety of
benefits, work arrangements, workplace human resource practices and activities such as
training.

The WES also includes establishment characteristics such as industry. This permits a
comparison of low pay between workers in the federal versus nonfederal jurisdictions.
The analysis focuses, however, on industries included under the federal jurisdiction,
including:

= uranium mining

= air transport

= rail transport

= water transport

= road transport

= pipelines

= postal services

= broadcasting

= telecommunications
= banking

Note that, for purposes of this analysis, the federal public service is excluded from the
definition of the federal jurisdiction, since they are excluded from the labour standards
under the Canada Labour Code, Part 111.* In addition, self-employed workers are

** Including the federal public service in the federal jurisdiction would also be expected to bias
upward the estimate of the proportion of high paid workers. There is evidence, for example, that
there is a public service-private sector pay differential in favour of public service workers. Refer
to Gunderson, Hyatt and Riddell (2000) for empirical evidence on the public service wage
advantage (in relation to the private sector) that they estimate to be in the range of 9 percent.
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excluded from the WES and, therefore, from the analysis. In general, self-employed
workers are, in any event, excluded from such labour standards as minimum wage laws.>
In this section, | first provide a brief profile of federal jurisdiction workers. | then
consider the compensation of workers in the federal jurisdiction, including wages and the
availability of common benefits. This is followed by a discussion of usual hours of work,
overtime pay, and scheduling arrangements.

% Gijven these sample restrictions, the useable sample of workers for the federal jurisdiction is
approximately 380,000 workers. This sample is much smaller than the total number of workers
that actually work in the federal jurisdiction. The exclusion of self-employed workers in federal
jurisdiction industries likely accounts for roughly 300,000 workers. In addition, the exclusion of
workers from federal government and related activities is expected to account for about 250,000
workers. Exclusions from the WES, including the self-employed, as well as the exclusions of
government employees, while appropriate, reduce the usable sample size significantly.

In addition, | expect that the definition of federal jurisdiction, for purposes of this
analysis, is done with error. Even accounting for the sample restrictions noted above, it is likely
that the definition of federal jurisdiction excludes many other workers who are, actually, in the
federal jurisdiction but who are not captured by the definition of industry used; while there may
also be error if some workers included in the definition actually belong outside the federal
jurisdiction. Based on the sample size it is likely that the primary measurement error is in
excluding too many workers. In any event, a priori, the direction of any resulting measurement
bias is uncertain.
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4.2 Profile of Employees in the Federal Jurisdiction

Employees in the federal jurisdiction are roughly equally divided between the
transportation and pipeline industries, broadcasting and telecommunications, and
banking. The postal services and uranium mining industries comprise much smaller
segments of the jurisdiction (refer to Appendix Table 1).

The demographic profile of employees in the federal jurisdiction differs somewhat from
that of employees in the other jurisdictions, taken together (“rest of Canada”). (Refer to
Table 2.) The percentage of the workforce that is female is considerably smaller in the
federal jurisdiction (at around 46%) compared to the rest of Canada (51%).

There are also differences in the age and tenure distributions. The proportion of young
workers (those aged less than 25 years) is only 5% in the federal jurisdiction compared to
10% in the rest of Canada; roughly the same proportion are in the middle age grouping of
25-44 years (at just over 50% of workers); but whereas around 32% of workers in the
federal jurisdiction are aged 45-54 years, roughly 25% are in this age category in the rest
of Canada; and a similar proportion (around 11%) are aged 55-64 years.

In the federal jurisdiction, the age demographic is therefore somewhat skewed towards
more senior workers; this is reflected in the differences in average tenure levels at about
12 years in the federal jurisdiction and compared to 9 years in the rest of Canada. The
differences between the federal jurisdiction and the rest of Canada in tenure are most
marked at the lowest and highest ends of the tenure distribution. In the federal
jurisdiction, only 2.5% of workers have less than 1 year of tenure (compared to 5.5% in
the rest of Canada). At the other end of the tenure distribution, 44.6% in the federal
jurisdiction have tenure levels of greater than 10 years, compared to 36.3% in the rest of
Canada.

Education differences are also evident. In the federal jurisdiction around 87.5% of
workers graduated with a high school diploma compared to 84.2% in the rest of Canada.
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4.3 Wages and Benefits in the Federal Jurisdiction

In this section of the analysis | consider the wages of employees in the federal
jurisdiction, compared to other employees. In particular, | focus on the incidence of low
wages. | do not, however, utilize a single wage cutoff to define low wage.

Instead, | examine the wage distribution at the low end of the distribution and consider
several wage categories. But | follow Saunders (2005) insofar as I use $10.00 as
something of an upper bound of the low wage end of the distribution. Whereas
Morissette and Johnson (2005), for example, consider those earning less than $8.00 and
those earning $8.00-$9.99, | consider those earning less than $9.00 and those earning
$9.00-9.99 because of data limitations. It is worthwhile re-emphasizing, therefore, that
there is no single, established definition of “low wage.”

The wage distribution of workers in the federal jurisdiction is skewed towards the higher
wage levels, compared to the wage distribution among workers in the rest of Canada.
There are two likely reasons for this. First, the federal jurisdiction industries are generally
viewed as relatively “high wage.” They exclude such “low wage” industries as
agriculture or much of the retail industry, as examples. Second, wages are generally
positively associated with work experience or tenure. The high average tenure levels
amongst federal jurisdiction employees are, therefore, expected to be associated with
higher wages.

But for purposes of considering labour standards and low pay, we need to focus on the
lower end of the wage distribution. The wage distribution for the federal and nonfederal
jurisdictions is presented in Figure 8. In fact, whereas only about 0.43% of federal
jurisdiction employees are paid less than $9.00 per hour, almost 11% are paid below
$9.00 in the rest of Canada. Similarly, only 1.7% of federal jurisdiction workers are paid
in the range of $9.00-9.99 compared to 3.8% in the non-federal jurisdiction. Thus low
pay is relatively far less common in the federal jurisdiction than in the rest of Canada.

We expect the availability of benefits to be positively associated with wage levels. The
proportion of employees for which various common benefits are available is presented in
Figure 9. As expected, for each type of benefit, a higher proportion of federal jurisdiction
employees receive various benefits.

Taken together, then, a larger proportion of employees in the federal jurisdiction have
high wages and access to various benefits. | also expect the generosity of benefits, when
available, to be positively associated with wage levels. This positive association arises
because many benefits are calculated in relation to the wage level of the employee.
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4.4 Hours, Overtime and Work Schedules

In this section | consider workers’ hours of work, the average amount of overtime worked
per week, and various characteristics of their hours arrangements and work arrangements.
In each case | compare workers in the federal jurisdiction to those in the rest of Canada.

The distribution of workers by usual weekly hours of work, for 2002, is provided in
Figure 10. A larger proportion of workers in the federal jurisdiction usually work 35-40
hours per week or more than 40 hours per week. Employment for 35 or more hours per
week would correspond to workers who are employed on a regular, full-time basis. In
contrast, a smaller proportion of federal jurisdiction employees work among each
category of shorter usual work- week (i.e., for those usually working less than 15 hours,
15-29 hours or 30-34 hours per week, respectively).

Average overtime hours worked per week among all classifications of workers are
presented in Figure 11 for 2002. Workers in the federal jurisdiction, on average, work 1.4
hours of paid overtime compared to 1.1 hours among workers in the rest of Canada. In
addition, federal jurisdiction employees tend to work an average of 2.4 hours of unpaid
overtime per week compared to only 1.8 hours among workers in the rest of Canada.
Employees working, for example, for 48 weeks per year would work in the range of
about 115 hours of unpaid overtime in the federal jurisdiction compared to roughly 86
hours in the combined nonfederal jurisdictions.

If one considers nonmanagerial workers, then workers in the federal jurisdiction, on
average, work 1.6 hours of paid overtime compared to 1.2 hours among workers in the
rest of Canada.”* Refer to Figure 12. In addition, federal jurisdiction employees tend to
work an average of 1.9 hours of unpaid overtime per week compared to only 1.4 hours
among workers in the rest of Canada. Thus a nonmanagerial employee working for 48
weeks per year would work in the range of about 91 hours of unpaid overtime in the
federal jurisdiction compared to roughly 67 hours in the combined nonfederal
jurisdictions. While the reasons for this difference are not apparent, the magnitude of the
unpaid overtime hours suggests that enforcement of overtime pay is an area that should
be addressed.

Increased flexibility in the workplace is often manifested through flexible work time
arrangements.>” For full-time workers, this could take the form of flexible hours
arrangements each day or days worked in the week. Hours arrangements throughout the
economy appear to be overwhelmingly oriented toward working at least 6 hours/day.

*! The difference between the estimates in Figures 11 and 12 is the exclusion iof managerial
employees in Figure 12. Note that the nonmanagerial employees remaining in the sample may
still include employees who might be considered “excluded employees” for purposes, for
example, of collective bargaining.

%2 Workplace flexibility could also be attained, for example, through the use of flexible job
descriptions and responsibilities, flexible job assignments, job or work sharing or flexibility in the
organization of workers (e.g., teams).

35



(See Panel A of Table 3.) There does appear to be a significant degree of flexibility in
work arrangements. While the majority of federal jurisdiction employees (about 82%)
work “Monday-to-Friday,” around 40% regularly work flexible hours and 80% work
between 6AM and 6PM (see Panel B of Table 3). These results, taken together, suggest
the availability of some flexibility in the start and end times of workdays.
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Table 2:
Demographic Characteristics of Employees in the Federal Jurisdiction, 2002

Federal Jurisdiction Non-Federal Jurisdiction
Sex Distribution
Percentage Male 54.4 49.3
Percentage Female 45.6 50.7
Age Characteristics
Average Age 41.8 40.5
Percentage Aged < 25 5.0 10.1
Percentage Aged 25-44 51.1 52.8
Percentage Aged 45-54 31.8 24.6
Percentage Aged 55-64 10.7 11.2
Percentage Aged 65 + 1.5 1.3
Education
Percentage Graduated HS | 87.5 | 84.2

Source: Authors calculations, Workplace and Employee Survey, 2002
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Table 3:

Work Schedules of Employees in the Federal Jurisdiction, 2002

Percentage of Workers
in the Federal

Percentage of Workers in
the Non-Federal

Jurisdiction Jurisdiction
Panel A: Hours Arrangements
Regularly Work At Least 6 93.8 89.0
Hours/Day
Reduced Workweek (by 6.7 8.1
arrangement with employer)
Panel B: Work Arrangements
Regularly Work Monday to 82.3 70.7
Friday
Regularly Work Flexible Hours 41.0 36.4
Usually Work Between 6AM — 80.0 79.0
6PM
Usually work same hours of the 63.7 71.7
day(a)
Usually work on a rotating shift 46.8 49.0

schedule®

Source: Authors calculations, Workplace and Employee Survey, 2002
a. Among those employees who are not working Monday to Friday, not working at least
6 hours/day, and not working between 6AM-6PM.
b. Among those employees not working the same hours or the same days (or both).
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Figure 8: Distribution of Wagesin the Federal
Jurisdiction
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Figure 10: Usual Hours per Week in the Federal
Jurisdiction, 2002
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Figure 11: Average Paid and Unpaid Overtime Hours
per Week in the Federal Jurisdiction, 2002
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Figure 1d:hverage Paid and Unpaid Owvertime Hours per Week in
the Federal Jurisdiction, dm ong NonManagers, 2002
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5. Policy Approaches to Providing Protection to Vulnerable Workers

5.1 Scan of the Main Policy Relevant Results

The majority of the extant research evidence regarding economic vulnerability, especially
low pay, relates to the broader labour force. The review of research findings regarding
low pay and vulnerability was therefore supplemented by a separate analysis that focused
on the federal jurisdiction. Several policy relevant empirical regularities emerge from
these two sets of evidence:

(i) Low Pay:

While the extent of economic vulnerability in the federal jurisdiction is less than that
which is present in the labour market generally, it does exist. In addition to low receiving
low pay, a smaller proportion of low paid workers tend to receive benefits. The result is
lower compensation.

(ii) Mobility Out of Low Pay:

Given the persistence of economic vulnerability over time in the general economy, and
that a core of low paid workers remain in low income for several years, it is reasonable to
expect similar problems to exist among the low paid (economically vulnerable) in the
federal jurisdiction. A key finding for mobility is that increased earnings is a key factor
supporting movement out of low pay; this factor is also expected to be a determinant of
workers ability to move out of low pay in the federal jurisdiction.

(iii) Economic Vulnerability and Worker Characteristics:

In the general labour market, the incidence of economic vulnerability tends to be higher
among workers with characteristics that are otherwise often associated with economic
disadvantage in the labour market — such as lone mothers, youths, visible minorities,
recent immigrants and workers with disabilities. Federal jurisdiction workers with these
characteristics are also expected to experience a greater incidence of economic
vulnerability.

(iv) Work Arrangements:

Work arrangements tend to matter a great deal in terms of the extent of economic
vulnerability. In general, nonstandard employment is associated with a higher degree of
economic vulnerability that regular full-time employment. This outcome is driven by the
combination of the tendency of much of nonstandard work to be low paid and to offer
few hours.
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5.2 Policy Options for Alleviating Economic Vulnerability

What are the policy options for addressing low pay? In his examination of potential
policy alternatives for improving the outcomes of low paid workers, Saunders (2005:7-
27) identifies three broad categories of policy: first, policies that directly impact wages or
earnings, including minimum wages and income supplements; second, policies that
enhance access to benefits; and third, policies aimed at improving the financial and
human assets. These options span a wide range of policy ground and programs, including
training, to employment insurance, minimum wages, income supplements, and childcare
programs, among others. There are separate lines of research on the potential benefits and
drawbacks of various policies and programs in each of these areas.

One approach would be to target workers with the characteristics that tend to be
associated with economic vulnerability (e.g., low pay). For example, the research
findings suggest that polices aimed at improving the labour market prospects of low paid
workers may reduce economic vulnerability. Since the incidence of low pay is high
among those with low education, or youths, targeted training programs would be one
option. Another would be increasing access to formal education. Yet another option
would be targeting day care access to lone parents.

The policy problem is that it would likely be difficult, in practice, to target these groups
of workers. The problem is compounded by the fact that workers with these
characteristics tend to make up a relatively small percentage of the economically
vulnerable. Since vulnerability is a phenomenon that cuts across population
characteristics, targeting on the basis of demographics, for example, is likely to yield
limited results in terms of alleviating the broader problem of low pay and it may suffer
from problems of feasibility. Instead, the extant research regarding the characteristics of
low paid workers and the factors that support mobility out of low paid work suggests that
a combination of policy instruments are likely to be required to alleviate economic
vulnerability.

In his survey of the merits and demerits of various policy options within these three broad
areas, Saunders (2005:28) suggests a mix of specific policies, among which he includes
higher minimum wages, income supplements, provision for some form of universal drug
and dental care plan, affordable childcare, affordable housing, enhanced access to El,
programs that enhance training opportunities. This approach of providing a mix follows
from the research pointing to an array of factors that give rise to vulnerability. But given
this complexity, there appears to be no evidence regarding what mix might be most
effective. Further, for many policies, there is no insight into what thresholds of provision
(e.g., the level of drug and dental insurance) are required in order to produce the desired
decrease in economic vulnerability.

An alternative approach is to target the labour market or workplace outcomes that are the
objective of the broader policy to change. This is the traditional role for labour standards.
But the precise role for labour standards depends upon the intersection of the relevant
factors affecting economic vulnerability and the labour standards levers or options that
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are available. The results of the research review and empirical analysis suggest several
areas in which standards may have some role. These relate to several aspects of
employment that affect economic vulnerability: wages and benefits; hours; and work
arrangements. In the following sections, | therefore consider the potential role for labour
standards in addressing economic vulnerability in the areas of wages and benefits, hours
arrangements, and work arrangements.
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5.3 Policy Options for Wages and Benefits: A Role for Labour Standards
Wages and Economic Vulnerability

With regard to alleviating economic vulnerability, one policy approach is to raise the
wages of workers who are low wage. Minimum wage laws represent one of the key
standards imposed by governments. When implemented, they basically truncate the low
end of the wage distribution at the point of the minimum wage and force employers who
would otherwise offer a wage lower than the mandated minimum to pay the higher wage.
The use of minimum wage laws dates back to early in the last century and has been a
feature of labour standards legislation across Canadian jurisdictions.

Minimum wage laws have essentially been viewed as a means of improving the
economic well being of the least well-off workers.*® One rationale is akin to the notion of
ensuring that workers are paid a wage that corresponds, if only loosely, to that which
represents a “living wage” — although the notion of supporting “living wages” assumes
that the minimum wage is insufficient to keep a worker out of poverty.> An equity
argument in favour of minimum wage laws is that they eliminate exploitative low wages
in markets where workers do not have any ability to negotiate higher wages.

The use of minimum wages as a policy instrument has remained particularly
controversial. On the one hand, the persistence of low wages over time (e.g., in an
occupation) simply suggests, according to standard economic theory, that the market-
clearing wage is low. Forcing wages above the market clearing level, by means of a
legislated minimum wage, would, therefore, serve to create unemployment, all else being
equal.>® There remains considerable debate, and some alternative evidence, on the
employment impacts of minimum wages.*® Some (at least implicit) acknowledgment of
a potential negative employment impact led to the development of laws that can

%% See the discussion in Brennan (2000: 62) on the evolution of minimum wage and other
standards in Canada.
> Saunders (2005:12-14) provides a review of “living wage” approaches to enhancing economic
well-being. The notion is that a living wage will be one which corresponds to an annual income
level that is above the poverty line for a full-time worker. The “living wage” is generally taken to
be greater than the prevailing minimum wage.
*® For a more detailed theoretical exposition of the employment effects of minimum wage law see
Ehrenberg, Smith and Chaykowski (2004: 115-118).
% For some of the original Canadian evidence suggesting negative effects on employment, see
Schaafsma and Walsh (1983) and Swidinsky (1980). Many of the studies of employment effects
focus on youth; for Canadian evidence see Baker, Benjamin and Stanger (1999) and for
international evidence see Abowd, Kramerz, Lemieux and Margolis (1999).

See Card and Krueger (1995), Neumark and Wascher (2000) and Card and Krueger
(2000) for evidence from the United States that essentially called into question standard predicted
effects of negative employment impacts of rising minimum wages and extended the debate over
minimum wage effects.
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incorporate tiered minimum wage schedules (e.g., for adults versus students, or the
disabled).

Minimum Wages as a Means of Improving Economic Welfare

Using the minimum wage to improve economic well-being raises two issues. The first
issue is whether raising the minimum wage will allow workers to achieve something
close to a “living wage” (i.e., one that is above the “poverty line”). The second issue is
the reach of the instrument — that is, what proportion of low wage workers are likely to be
affected by increasing the minimum wage?

The basic question about whether the minimum wage can represent a “living wage” can
be explored in relation to the Statistics Canada Low Income Cutoff (LICO). Minimum
wages are set differently across provinces because they correspond to the labour market
conditions, rural or urban cost of living, and other characteristics of provincial economies
that affect living standards. For a given wage, a person’s hours of work will determine
their gross income, and the LICO typically accounts for this fact. On the other hand, for a
given LICO (corresponding to a given region, family size, etc.), and assuming a standard
weekly and yearly hours of work, one can ask what would be the corresponding wage. If
this wage is proximal to the existing minimum wage schedule, then raising the minimum
wage by a sufficient amount would achieve this wage.

The hourly wage estimates corresponding to the LICO for 2002, for rural regions as well
as urban areas of different sizes, and for two alternative assumptions about full-time
weekly hours, are presented in Table 4. The raw LICO value is presented in row one. The
hourly wage corresponding to the LICO for different regions and urban sizes, by weekly
hours, is presented in rows two and three. Notice that the LICO tends to increase from
rurual to urban and with urban size; consequently so, too, does the corresponding wage.
Also, the wage is higher in the case with lower normal weekly hours (36 hours) compared
to the case of a 40 hour workweek.

As noted previously, the LICO is not designed to represent a “poverty line,” although it is
typically used as a reasonable approximation for one in Canada. The wages presented in
Table 4 range from $6.40 to $10.29, depending upon weekly hours and rural-urban
characteristics. In 2002, minimum wages across Canada ranged from a low of about
$6.25 in Newfoundland, to $7.45 in Ontario, to highs of $8.25 in the Northwest
Territories and $8.50 in Nunavut. Therefore, in 2002, minimum wages were in the
vicinity of, but somewhat lower than, the hourly wages corresponding to the LICO for
full-time individuals. With regard to the first issue, raising the minimum wage would
allow workers to achieve something close to a wage that is at or above the “poverty line”;
but the minimum wage would have to be increased to ensure that they actually were at or
above the poverty line.

The second issue is what proportion of low wage workers would be affected by
increasing the minimum wage to a level at which they are likely to be at a “living wage.”
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In order to approximate this, we can consider the upper bound of the wages
corresponding to the LICO, of $10.00. It is then useful to ask what proportion of workers
would fall below this cutoff. The results for the federal jurisdiction employees, compared
to workers in the rest of Canada, are presented in Table 5.

For 2002, roughly 15% of workers fell below $10.00 in all non-federal jurisdiction
industries, compared to about only 2% for the federal jurisdiction (refer to Panel A of
Table 5). That is, setting a federal minimum wage rate of $10.00 in 2002 would have
raised the wages of 2% of individual wage earners to a level that would be at around the
level of the poverty line. Alternatively, if the minimum wage set at only $9.00, then only
about 0.4% of federal jurisdiction wage earners would be affected and $9.00 remains
below the conservative estimate of $10.00 required in order that an individual worker
may achieve the poverty line.

This assessment of the possible proportion of workers affected by raising the minimum
wages applies to individuals, independent of their family status. The evidence for Canada
and the U.S. suggests, however, that raising the minimum wage with a view to alleviating
poverty is a somewhat blunt tool, in that only a small proportion of all those affected by
raising the minimum wage belong to low income families — recent Canadian estimates for
Ontario suggest that while about one quarter of those affected would be in low-income
families whereas about one-third would be in high-income families.”’

Low-Paid Workers and Benefits

Another potential role for labour standards policy is in addressing benefits gaps among
low-paid workers. Low wages are typically associated with a low incidence of receiving
many common benefits. Saunders (2005) suggests that a lack of benefits in key areas
such as dental, drugs, access to affordable child care, or pensions, can contribute to
economic vulnerability.

One approach to ensuring minimum levels of provision of certain key benefits is to
mandate that they be provided by employers. For nonstandard workers, for example,
these benefits could be prorated according to the extent of their involvement in
(attachment to) the labour market. Mandated provision of benefits would also have to be
designed in conjunction with any increase in minimum wages, since an increase in either
benefits or wages would increase compensation levels. Another issue is whether or not
the provision of benefits would be targeted according to workers’ wage levels, for
example, or whether some benefits are deemed essential and should be mandated
regardless of a worker’s wage.”®

The problem with mandating benefits is that this increases the compensation levels of the
low wage workers and could result in negative employment consequences. Saunders

> See Beach and Shannon (1995). American evidence is also consistent with this result (see
Burkhauser, Couch, and Wittenburg 1996).
58 , . - .

See Vallée (2005) for a model that suggests the universal provision of benefits.
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(2005:21) suggests that universal plans provided by government would essentially reduce
the burden on employers. Whether or not increased compensation costs would result in
negative employment consequences is not apparent a priori, and is essentially an
empirical issue. It could, for example, depend on the issue of how such benefits and
programs would be funded. These considerations suggest that the application of
minimum standards to the provision of benefits would have to be applied with caution.

In the federal jurisdiction, a much smaller proportion of workers do not have various
common benefits, relative to workers in the non-federal jurisdiction industries. Just as in
the case of wages, | expect relatively few workers to benefit from increasing access to
benefits; although it would certainly stand to reduce the economic vulnerability of low
paid workers whose access is currently limited. The value of introducing standards with
respect to benefits depends on the net effects on workers of the considerations identified
above, evaluated in conjunction with the expected limited scope of impact.
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5.4 Policy Options for Hours and Hours Arrangements: A Role for Labour
Standards

One of the major changes in organizations and workplaces over the past several decades
has been the increased emphasis on flexibility. Increased flexibility has encompassed
how organizations are structured and function, work organization, the conduct of work,
and the structure of employment relationships.

In the federal jurisdiction, a larger proportion of employees work a standard workweek,
relative to others in nonfederal jurisdiction industries. But the proportion of employees
working flexible hours is also higher. Flexibility in daily hours, for example, may have
two aspects. The first is flexibility that is required by employers in order to achieve
greater operational efficiencies (the demand side). From the employee viewpoint (the
supply side), flexibility in one’s choice of hours (e.g., daily start and end times) can
support enhanced work-life balance.

The survey data do not permit one to determine whether the observed flexibility in the
hours worked is driven from the demand versus the supply side, or both. From the worker
perspective, the concern is that there is a mismatch in which employees feel obligated to
work flexible hours despite it imposing costs or acting as a constraint. One could,
therefore, contemplate standards in such aspects as notice, for example; or limits on the
extent of involuntary flexible hours that are required of employees.

One of the most striking results regarding hours of work and hours and work
arrangements in the federal jurisdiction concerns overtime hours and pay. Federal
jurisdiction employees tend to work a substantial number of paid hours of overtime. One
issue for workers is whether overtime hours are voluntary; another is the potential impact
on work-life balance.

But, in addition, employees in the federal jurisdiction also tend to work a substantial
number of unpaid hours of overtime. Ensuring that overtime is paid (or time off in lieu of
overtime is provided) is plainly an issue in the federal jurisdiction. Addressing this issue
through labour standards (enforcement) is clearly one policy option.
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5.5 Policy Options for Work and Employment Arrangements: A Role for Labour
Standards

Work and employment relationships appear to be a key determinant of economic
vulnerability. Various forms of nonstandard work are associated with low pay as well as
low benefits, as well as irregular work arrangements. Labour standards related to pay
would likely increase their economic well-being but the potential for negative
employment consequences would need to be evaluated.

Both the wages and hours issues and approaches to standards that are outlined above
could be applied, for example, in the cases of part-time (full-year or part-year) or
temporary workers. Among the different categories of nonstandard employees, however,
the situation of the self-employed, in particular, needs to be distinguished.

The case of self-employment is important because, on the one hand, being self-employed
can be associated with economic vulnerability, and it is also the case that the self-
employed fall outside the scope of core labour standards.>® The challenge is that the self
employed generally do not have spatial attachment to any one workplace outside of their
own home; nor do a large proportion of them have formal contracts.

Yet it is, generally, this idea of spatial attachment to a specific workplace that is a
defining characteristic of regular employment arrangements and which permits the
application of most employment standards under current policy models. While working at
home, the self-employed assume risks on their own account. If they perform work at one
or more client locations, they still remain outside the scope of the rules and regulations
pertaining to regular employees at those work locations.

There appears to be no systematic evidence about the terms and working conditions of
employment of the self-employed. But the profile of their work arrangements suggests
that labour standards or protections would be difficult to apply, if only because the self-
employed tend to be associated with multiple workplaces either at a point in time or over
time.

Vallée (2005) suggests a potentially different policy approach may be required, including
an option such as extending the legal definition of the employment relationship and an
employee in such a way that captures a larger segment of nonstandard workers than do
current definitions, or moving toward more universal provision of some benefits. The
first approach would simply extend standards to larger proportion of the workforce (and
would target nonstandard workers). The second approach would not be targeted and
would therefore be justified on the basis of essentiality or that is a basic right.

Extending the legal definition of an employee is likely a viable approach. Among the
self-employed who contract with “employers,” the assumption is that there is a dimension
of independence that results in an arms-length relationship: the client is not a regular

% See Vallée (2005) on the self-employed and labour standards.
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employer, and therefore assumes no responsibilities beyond the terms of the temporary
contract. This exclusion of responsibilities typically includes the provision of benefits, or
the maintenance of working conditions, or the provision of any forms of job rights. These
types of “employer responsibilities” are, however, commonly associated with a formal
regular employer-employee relationship. If the assumption of independence does not
hold, and the self-employed worker can be characterize as a “deemed employee,” for
example, then the further assumption that the exclusion of employer responsibility is also
called into question. This suggests the policy option of extending the applicability of
labour standards to deemed employees.
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Table 4:

2002 LICO Before Tax (1 Person)

Rural Urban
< 30,000 30,000 to 100,000 to 500,000+
99,999 499,999
LICO 13,311 15,267 16,407 16,521 19,261
LICO Correspondence to Hourly Wage
40 hours/wk 6.40 7.34 7.89 7.94 9.26
(2080 yrly)
36 hours/wk 7.11 8.15 8.76 8.83 10.29
(1872 yrly)

Source: Statistics Canada Low Income Cut-offs. Hourly wages are calculated based on annual
wage estimates for a standard 40 hour/week and 36 hour/week.
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Table 5:

Distribution of Workers Earning Low Wages in the Federal Jurisdiction by

Industry, 2002

% Less Than $10.00/hr

| 9% Greater Than $10.00/hr

Panel A: Federal vs. Non-federal Jurisdictions:

All Non-Federal 14.67 85.33
Jurisdiction Industries

All Federal Jurisdiction 2.13 97.87
Industries

Panel B: Federal Jurisdiction Industries:

Uranium Mining 0 100
Transportation & Pipeline 5.81 94.19
Postal Services (@) (a)
Broadcasting & 0.89 99.11
Telecomm.

Banking 0 100

Source: Author’s calculations, Workplace and Employee Survey, 2002.
Note: (a). Suppressed because of at least one low cell count.
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Appendix Table 1:

Employment Distribution in the Federal Jurisdiction, WES

Analysis, 2002

Federal Jurisdiction

Industry Frequency Percent
Uranium Mining 2,747 0.72
Transport & Pipeline 124,693 32.69
Postal Services 23,421 6.14
Broadcasting &

Telecomm. 109,823 28.80
Banking 120,709 31.65
Total 381,393 100

Source: Author’s calculations, Workplace and Employee Survey, 2002.
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