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Poverty Eases Slightly

After two years of increasesin 1995 and
1996, poverty eased a bit in 1997. Estimates
just released by Statistics Canada indicate that
5,222,000 Canadians or 17.5 percent of the
population - one person in six - lived on low
incomesin 1997.

The number of low-income Canadians
declined by 72,000 from 5,294,000 in 1996 to
5,222,000 in 1997. The rate of poverty - i.e,
the percentage of the population with low
incomes - eased from 17.9 percent in 1996 to
17.5 percent in 1997.1

Some traditionally high-risk groups have
seen a proportionately greater decline in their
poverty rate and numbers than low-risk groups.
The female poverty rate declined by one per-
centage point, from 19.9 percent in 1996 t0 18.9
percent in 1997, and their numbers diminished
by 114,000 or 3.9 percent (from 2,957,000 to
2,843,000); however, femalesstill run agreater
risk of poverty than males (18.9 percent for
females as opposed to 16.1 percent for males)

and poor females (2,843,000) outnumber poor
males (2,380,000). The poverty rate for chil-
dren living in single-parent families led by
women fell by 5.5 percentage points, from 65.0
percent to 59.5 percent, though they are still
more likely to be poor than not. While the risk
of poverty for single-parent families led by
women in the workforce is still high, at least it
declined from 45.4 percent in 1996 to 42.6 per-
centin 1997. Elderly Canadians also saw some
progress, their poverty ratefalling from 20.8 per-
cent in 1996 to 18.7 percent in 1997.

While the 1997 low income statistics at
least arein theright (downward) direction, they
are no cause for celebration. The substantial
success Canada achieved against poverty in the
1960s and early 1970s has stalled since 1977:
The poverty picture hasnot improved overall in
the last 20 years (see Figure 1). The low-
income population was still substantially larger
in1997 (17.5 percent of Canadians) thanin 1977
(13.3 percent). Somegroups- e.g., Single-par-
ent families, single women, young people and
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those with low education - continue to face a
very high risk of poverty.

poverty respondsdightly toimproved economic
outlook

In the past, the poverty rate used to rise
and fall in concert with the business cycle. But
that relationship appearsto have weakened and
perhaps even broken down in the 1990s. The
deep recession of the early 1990s pushed the
national low income rate from 14.1 percent in
1989 to 18.0 percent in 1993, but it eased only
slightly in 1994, rose again in 1995, remained
flat in 1996 and declined a bit in 1997. Even
with severa yearsof falling unemployment and
growth in employment and GDP, the poverty
rate remains high and stubbornly resistant to
improved economic factors. Figure 2 compares
the trends in unemployment and poverty rates,
Figure 3 shows trends in employment and pov-
erty; Figure 4 illustrates the pattern of employ-
ment/population and poverty rates, and Figure
5 tracks GDP and poverty over time.

Nonetheless, positive trends in labour
market and economic indicators would appear
to explain the small improvement in the low-
income picture in 1997. The national unem-
ployment rate fell from 9.7 percent in 1996 to
9.2 percent in 1997. Employment grew by 1.9
percent in 1997, with 204,000 new full-timejobs
and 60,000 new part-time jobs. The employ-
ment/population ratio - the number employed
as a percentage of the population over 15 -
increased from 58.6 percent in 1996 to 58.9 per-
centin1997. GDPgrew by 2.9 percentin 1997,
and GDP per capita increased by 1.6 percent
(both figures are measured in inflation-adjusted
constant dollars).

cutsto social benefits offset earnings gains

Families in the bottom income group
enjoyed a small but welcome increase in their
market income- i.e., their incomefrom employ-
ment earnings, private pensions and other pri-
vate sources- which grew by about 3.7 percent
or around $250 in 1997. Contrary to popular
impression, not all poor Canadians are on wel-
fare. A substantial percentage of low-income
families are connected to the workforce. In
1997, 51.8 percent of low-income familieswere
headed by people who worked in the paid
labour force but remained poor because they
earned low wages and/or could find only sea
sonal or part-time work. The heads of one in
fivelow-income familiesworked full-time, and
one in three were employed part-time.

But low-income Canadians till rely heav-
ily on government transfers - which in 1997
constituted 57 percent of theincome of families
in the bottom income group - in large part
because of the insecurity of the labour market
and its inability to pay aliving wage for many
families, especially those with children to sup-
port. Unfortunately, reductionsinincome bene-
fitsfrom two major social programs- Employ-
ment Insurance and welfare - have offset
employment gains, leaving low-income fami-
lies no further ahead in terms of their total
income (i.e., incomefrom earningsand govern-
ment transfers). Familiesin the lowest income
group saw their average income benefits from
socia programsfall by roughly the same amount
as their earnings increased; transfer payments
fell by around 3.1 percent or around $320 in
1997. So their total income actually declined
dlightly, to just $17,559 in 1997.
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During the 1990s, Unemployment Insur-
ance and its successor, Employment Insurance,
have seen cutsin terms of the amount and maxi-
mum duration of benefits and, more signifi-
cantly, coverage. The new rules have drasti-
cally reduced the percentage of unemployed
Canadians qualifying for benefits, which plum-
meted from 86.8 percent in 1990 to 41.7 per-
centin 1997. Averageregular El benefits con-
tinued their steady decline, falling from $272.05
in 1992 t0 $259.41in 1996 and $249.72in 1997
(expressed in constant 1997 dollars). Socid
assistance ratesin all provinces generally have
been frozen or cut in recent years, resulting in
losses in income for most welfare recipients.

The long-term progress against poverty
among Canada s seniors underlines the crucial
importance of income security programsin help-
ing combat poverty, though other solutions -
including pro-employment monetary and fiscal
policy aswell as strong social and health serv-
ices- also arerequired to tackle the numerous
and deep roots of poverty, especially among the
non-aged. The percentage of seniors with low
incomes fell from 34.0 percent in 1980 to 18.7
percent in 1997. The key contributors to
declining elderly poverty are income security
programs (the federal Old Age Security, Guar-
anteed |ncome Supplement and Spouse' sAllow-
ance and income supplements for the elderly
offered by some provinces) and public pensions
(the Canada and Quebec Pension Plans), aswell
as improvements in the coverage of and bene-
fits provided by private pension plans. How-
ever, that does not mean that further improve-
ments are not required in both public and
private pension programs: Elderly benefitshave
not been increased in real terms for many
years; recent changes will slightly reduce
Canada Pension Plan benefitsfor futureretirees;
and private pensions and RRSPs still cover
mainly better-off Canadians.

no progress in depth of poverty

Although therate of poverty eased some-
what from 1996 to 1997, the depth of poverty -
I.e., the average number of dollars that low-
income Canadians fall below the poverty line
- did not improve. In fact, the average low-
incomefamily headed by aperson under age 65
slipped slightly from $8,873 below the poverty
linein 1996 to $8,905 below the poverty linein
1997. The depth of poverty especially wors-
ened for elderly families, falling from $2,906 in
1996 to $4,165in 1997. The few bright spots
were a decline in the depth of poverty among
single-parent families led by women (from
$8,840 to $7,699) and among unattached sen-
iors (from $3,385 in 1996 to $2,973 in 1997).

Figure 6 plotstrendsin the average depth
of poverty for families with children. Low-
income two-parent families have fallen deeper
below the poverty line, whereaslow-incomesin-
gle-parent families led by women have seen
some improvement over the years.

Thetotal depth of poverty aso increased
dlightly. In 1996, all low-income households
(i.e., families and unattached individuals com-
bined) had incomes that in total amounted to
$19.6 billion bel ow thelow income cut-offs. In
1997, the total poverty gap was $19.9 hillion.

poverty by province

The risk of poverty varies considerably
from one province to another, as illustrated in
Figure 7. In 1997, the percentage of the pro-
vincial population with low incomes ranged
from 20.4 percent in Quebec to 13.4 percent in
Prince Edward Island, with the national aver-
ageat 17.5 percent:
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Quebec - 20.4 percent with low incomes
Newfoundland - 19.8 percent
Manitoba- 19.4 percent

British Columbia- 18.2 percent

Nova Scotia- 17.5 percent

New Brunswick - 16.8 percent
Saskatchewan - 15.8 percent

Ontario - 15.8 percent

Alberta- 15.7 percent

10 Prince Edward Island - 13.4 percent
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child poverty

Child poverty declined somewhat between
1996 and 1997, but the results are no excuse for
not doing alot moreto tacklethis persistent and
pernicious problem. Onein five children lived
inlow-incomefamiliesin 1997 - just under 1.4
million (1,397,000) or 19.8 percent of Canada’s
children. The comparablefiguresfor 1996 were
1,498,000 and 21.1 percent, so the number of
low-income children fell by 101,000 between
1996 and 1997. However, in 1989, when the
House of Commons passed its famous Resol u-
tion to work towards eliminating child poverty
by theyear 2000, therewereonly 1,016,000 |ow-
income children (381,000 fewer than in 1997)
for achild poverty rate of 15.3 percent (4.5 per-
centage points lower than the 1997 rate of 19.8
percent).

The low income rate for children in one-
parent families led by women fell from 65.0
percent in 1996 to 59.5 percent in 1997, though
the fact that six in ten children in families led
by single mothers are poor isno cause for com-
placency. The poverty ratefor childrenin two-
parent familiesremained unchanged at 13.1 per-
cent in 1997 (13.0 percent in 1996). Children
in single-parent familiesled by women arefive

times more likely to be poor than children in
two-parent families. Figure 8 tracesthe trends
between 1980 and 1997.

The risk of low income among children
varies considerably by province above or below
the national average of 19.8 percent. Newfound-
land had the highest rate of child poverty in
1997, at 22.8 percent. Prince Edward Island
registered the lowest child poverty rate, at 14.9
percent. Figure 9 shows the provincial child
poverty rates for 1997:

1. Newfoundland - 22.8 percent of children
with low incomes

Nova Scotia- 22.4 percent
Manitoba- 22.1 percent

Quebec - 20.7 percent

New Brunswick - 20.1 percent
Ontario - 19.9 percent

British Columbia - 19.6 percent
Saskatchewan - 19.5 percent
Alberta- 16.0 percent

10 Prince Edward Island - 14.9 percent
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youth poverty

Young Canadians in the 1990s face a
greater risk of poverty than in the past, asillus-
trated in Figure 10, though it has eased over the
last few years. The poverty rate for families
headed by persons under 25 rose from 20.9 per-
cent in 1980 to 45.1 percent in 1994, though it
has not increased since then; it declined to 43.9
percent in 1995 and stood at 43.6 percent in
1997. The low income rate for unattached
young peopleisof course higher than for fami-
lies, climbing from 44.1 percent in 1980 to 64.7
percent in 1995, but it fell to 61.0 percent in
1996 and 58.2 percent in 1997.
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high-risk groups

Among the groupswith ahigh risk of low
income (see Figure 11) are:

unattached Canadians under 25 - 60.7 per-
cent with low incomes

children with single-parent mothers - 59.5
percent

unattached individual swith elementary edu-
cation - 58.7 percent

female one-parent families - 56.0 percent
unattached Newfoundlanders- 50.9 percent
unattached aged women - 49.1 percent

unattached Quebeckers- 47.4 percent
familieswith headsunder 25 - 42.8 percent
unattached non-aged women - 40.9 percent

Ken Battle

Notes

1. Low income estimates are from Stati stics Canadabased
onitslow income cut-offs (1992 base). Following com-
mon practice, we use the terms poverty and low income
interchangeably, though Statistics Canada does not

regard its low income cut-offs as official poverty lines.

% of Canadians with low incomes

Figure 1 The poverty rate has
not improved for 20 years
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Figure 2 Trends in the poverty rate generally (though not
always in the 1990s) mirror trends in the unemployment rate
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Figure 3 Employment growth generally reduces poverty,
though the relationship has been irregular in the 1990s
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Figure 4 Poverty declines as the percentage of the
working-age population employed increases

-= employment/population ratio ==poverty rate
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Figure 5 The traditional capacity of economic growth
to reduce poverty has weakened in the 1990s
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Figure 6 The depth of poverty has worsened for two-parent
families but improved somewhat for one-parent families
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Figure 7 The poverty rate varies
considerably from one province to another

% with low incomes

20

15

10

0
Que Nfld Man BC NS |Canada] NB Sask Ont Alta PEI
\ 20.4 19.8 19.4 18.2 17.5 17.5 16.8 15.8 15.8 15.7 13.4

data: Statistics Canada

8 Caledon Institute of Social Policy



Figure 8 Children in single-parent families led by
women face a very high risk of poverty
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Figure 9 The child poverty rate varies
considerably from one province to another
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Figure 10 Young Canadians face a
higher risk of poverty in the 1990s

==families with heads under 25 = unattached individuals under 25
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Figure 11 Groups with a high
risk of poverty, 1997
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data: Statistics Canada
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