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Abstract:

In 1989 all-party motion of federal parliament called for the elimination of child poverty in Canada
by the year 2000. Despite a series of policy initiatives, recent reports suggest that this goal has not
been met, and in fact the child poverty rate may now be comparable to that in 1989. This failure
standsin stark contrast to the successof other targetsin Canada santi-poverty agenda' s, in particul ar
the drastic reduction in poverty among the senior population that has been achieved. There are
several classes of explanation for the persistence of child poverty in Canada. It might reflect a
measurement issue, socioeconomic developments, or afailure of policy design or implementation.
Despite the priority accorded to eliminating child poverty, and the apparent puzzle of itsresilience,
there is little microdata analysis of child poverty, particularly covering the period after the 1993
reform of national child policy. This paper amsto partially fill that gap.

We examine the Canadian Family Expenditure Surveys covering the years 1986 to 1996. One
notablefeature of our approachisthat wetakethe child astheunit of primary interest and thusfocus
on the population of children rather than families. Poverty definitions focus on a particular feature
of the distribution of resources and the evolution of poverty rates through time may reflect a
complicated convolution of level and dispersion effects. In contrast to much of the previous
literature, we attempt to characterize the entire distribution of resources and how it changesthrough
time. Like some previous authors, we examine the income package at different points in the
distribution. In a departure from previous research on child poverty we go beyond income and
attempt to use expenditure data to assess issues of intertemporal and intrahousehold allocation.
Finally, decompositions by province/region and family type are presented.

Our preliminary findings are that neither the measurement nor the socioeconomic change classes
of explanations adequately explain the “puzzle’ of persistent child policy. While we find some
interesting differences across different ways of measuring (LICO versus relative, Income versus
Consumption, etc.) and some demographic shifts, none of this explains the persistence of child
poverty (child poverty isnot muchimproved no matter how we measureit). Thisleavesexplanations
based on the design and magnitude of policy reforms. We have also uncovered a second empirical
“puzzle’: the increasing inequality in children’s clothing expenditures.



1. Introduction.

Thewell being of children was highlighted as anational priority in Canadain 1989 when an
all-party motion of parliament called for the elimination of child poverty in Canadaby the year 2000.
And indeed, the decade since has seen a number of changes to changes to policies that affect
families with children. In 1990 parental benefits were added to unemployment insurance (Ul)
benefits, the child tax benefit and the earned income supplement (EIS)* were introduced in 1993,
1997 saw taxation changes on child support payments (the recipient no longer pays tax on support
and the payer no longer receives a deduction for support), and the EISwasincreased. The National
Child Benefit was established in 1998, increased in 1999 and again in 2000. (Kamerman and Khan,
1997; Wiggins, 1997; Jenson and Stoick, 1999).

Despitetheseinitiatives, the Canadian Centrefor Policy Alternatives (CCPA, 1995) claimed
that Canada provided the lowest basic child benefits among major OECD countries, including the
US.2 Aggregate trends suggest that the goal of improving the well being of less fortunate children
has remained elusive (Phipps, 1999; Myles and Picot, 2000). Phipps (1999) reports that poverty
intensity among children aged O to 18 was actually higher in 1996 than in 1989; children from O to
6 were worse off than they had been in 1976. The failure to meet this nationa priority poses
something of apuzzle, particularly inlight of the success of other targeted anti poverty agenda, such
as drastic reduction in poverty among the senior population that had previously been achieved.

There are several potential classes of explanation for the persistence of child poverty. First,
it may simply reflect something about the way child poverty is measured in Canada. Measurement
issues have loomed large in debates of the success of the US “war on poverty” (see the exchange
between Jorgensen (1998) and Triest (1998) for example.) Second, it might be that socioeconomic
shifts, such asrising numbersof |one parent familiesor increasesin wage dispersion areresponsible.

Finally, it may be a problem of policy design or implementation. Canadian child policy initiatives

'Some documentation refers to the Earned Income Supplement (EIS) as the Working
Income Supplement (WI1S). For continuity we will always refer to it as the Earned Income
Supplement (EIS)

2 For amedian family with two children.
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over the decade may have been poorly targeted, of inadequate scale, or offset by other, coincident,
policy developments. In fact, anumber economists reacted sceptically to the policy changes of the
early to mid 1990s (Kesselman, 1993; Phipps, 1995, Woolley et a., 1996). This scepticism was
typically based on theoretical arguments or simulations.

In view of the mixed reaction from policy analysts, and the subsequent failure to achieve
stated policy objectives on a macro level, specific ex poste evaluation of the policy changes with
micro datawould seem to be called for. Surprisingly, very little has been done. The purpose of this
paper isto takeavery detailed |ook at changesin theresourcesavailableto children, particularly less
fortunatechildren, over the decade 1986-1996 using the Canadian Family Expenditure Surveys. This
decade captures the date of the all party motion of parliament, and of the 1993 introduction of the
Child Tax Benefit. By characterizing the distribution of resources both pre and post that reform, and
by considering arange of resource measureswe assesstherole of measurement i ssuesin the apparent
persistence of child poverty. By decomposing poverty and inequality across different population
subgroups, and by examining changesin theincome package acrossthe distribution, we evaluatethe
role of socioeconomic shifts. Thisbrings usastep closer to the potential attribution of outcomesto
policy changes. We also aim to provide a detailed baseline for the subsequent consideration of the
National Child Benefit, and other policy initiatives of the late 1990s.

We find that measured by consumption the distribution of resources available to children

isvery stable. Unsurprisingly, poverty andinequality islower when measured with consumption than
when measured with income. Poverty doesn’t seem to have worsened if measured with net income
and arelative (half - median) poverty definition. To get rising child poverty one need to use gross
income (a dubious measurement choice) or LICOs, which appear to be rising faster than half
medians.
Nevertheless (and importantly) by no measure do we see real improvementsin child poverty. Thus
we still have the “puzzle’ given the stated policy priority. We also find that socioeconomic shifts,
like measurement errors, are unable to explain this puzzle. This pointsto a need for more specific
ex poste micro data evaluation of the policy initiativesin this period. We have uncovered a second
“puzzle’ of increasing inequality and poverty in children’s clothing.

The outline of the paper isasfollows. In the next section avariety of background material,
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pertinent to the consideration of Canadian child policy and child poverty is presented. We review
national poverty statistics particularly child poverty. A short history of Canadian family policy is
presented and changesin child policy inthe early 1990s are highlighted. 1n Section 3 wetake up the
guestion of why the stated policy target of goal of reducing child poverty has not been met. We
discuss explanations based on measurement, and on socioeconomic shifts. Theexisting literatureon
policy initiatives over the decade are reviewed.

The second half of the paper comprises our empirical analysis, using microdata from
household surveys. In Section 4, we discuss the data and methods of our analysis. Section 5 presents

our results. Finally, Section 6 offers some conclusions and directions for further work.

2.  Background Information.

2.1 Child Poverty in Canada

Low income or poverty are associated with a plethora of adverse childhood outcomes (for
example see Dooley et al. 1998; Curtis et al. 1999; Phipps, 1999; Mayer, 1997). The improvement
of child well-being has been high on the policy agendain Canadafor at |east adecade; in 1989 all-
party motion of parliament called for the elimination of child poverty in Canada by the year 2000.
Juxtaposed to this statement are rising child poverty rates; evidence indicates the objective will not
be met. Coinciding with the increasesin child poverty ratesis the substantial reduction in poverty
rates for senior citizens (see figure one) (Phipps, 1999). Major changes to Canada's social
programs, between 1979 and 1994, have not benefited familieswith dependent children, particularly
one-parent families, as much as the elderly who have realized major improvements in economic
status as aresult of the Old Age Pension and the Guaranteed Income Supplement (Baker, 1994).

Osberg and Xu (1999) notethat overall poverty intensity (ameasurethat combinesincidence
and depth of poverty) in Canada declined sharply in the 1970s. A continuation of the downward
trend, driven mainly by declines in Ontario, was experienced in the late 1980s and early 1990s.
However, they note that there were significant cutbacksin transfer payments beginning in 1994 and
poverty intensity increased significantly between 1994 and 1996. Poverty intensity among children
aged 0to 18 was actually higher in 1996 than in 1989; children from 0 to 6 were worse off than they
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amily Policy in

had b%n in 1976 (Phipps, 1999). Family and child poverty rates for 1989 through 1996 and child

pover@ rates by province for selected years are presented in tables one and two, respectively.
=
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As stated previously, many policies, claimed to be directed at child poverty, have been
implemented recently and in the near and not so near past. General goals associated with family
policy may include horizontal and vertical equity, gender equity, increased fertility rates, aleviation
of child poverty, incomesmoothing and finally, social responsibility (Woolley etal., 1995). Vertica
equity is enhanced by providing benefits to families with children because they have less
discretionary income than families without children. Horizontal equity is promoted by providing
benefitstoall familieswith children. Gender equity isimproved by providing femaleswith children,
who may (or may not) forgo entering the labour market, a source of income independent of the
spouse' sincome. Better support (in terms of income and labour force activities) for families with
young children may increase fertility rates. Income smoothing is achieved by taxing individuals
before and after child-rearing and providing benefits while children are in the household. Raising
family incomes of families with children aidsin the alleviation of child poverty and finally, child
benefit policies recognize that raising the next generation is the responsibility of the entire society
and therefore, spread the costs across all individuals.

Policiesdirected at aiding familieswith children may take severa forms; tax policies(e.g.,tax
exemptions for dependent children, tax credits, deductionsfor child care), family or child benefits,
social assistance, subsidized or publically provided child care, child support payments, lone-parent
benefits, education, and health care. International comparisonsof family policy conducted by Phipps
(1999) and O’ Hara (1999) indicate that Canada, the United States, the United Kingdom and the
Netherlands favour minimal interference in the family by the state; children are treated as private,
not public goods. Conversely, Sweden, France, Germany and Norway exhibit high levels of
government involvement in the support of families. While Canada and the US attempt to minimize
labour force participation disincentives when providing support for families with children, Norway
aims to support labour force participation of females (for reasons of gender equality) and the

Netherlands promotes mothers staying at home and caring for their children. Public education is
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common acrossthe af orementioned countriesand all but the US provide health carefor children; the
US provides health care for the poor. North Americans, particularly the US, tend to view children
as the'gesponsi bility of their families while Europeans see children as socia responsibility (Baker,
1995;(§Voolley, 1996; Phipps, 1999). Asaresult most European countries offer universal benefits
to ass@ families with children . Historically, Canada offered universal family allowances but
moveE;to atargeted program as of 1993 (Rowe and Woolley (1999) argue that the move away from

univeféality came much earlier, in 1974, when the allowance was taxed).
=

£
are n@nger tax deductions or credits for dependent children, child care deductions are allowed if

Presently Canadaoffersfew programswhich directly support familieswith children. There

al paénts are working. Canada does not support a national child care program even though the
maj ority of females of child-bearing agework for pay (Baker, 1994). Lone-parent benefitsare non-
existe@t’ however, an equivalent to married tax-credit is available to lone-parents. As mentioned
previcﬁsly, education and health care are universal programs but the universality is threatened by
conti n;%ed federal and provincial cutbacks.

- <
IS
Recently family policy has undergone substantive revisions but change is not new in this
arena. Several excellent reviews are available on the history of family policy in Canada, including
the major changes which took place in 1993 (see for example Baker, 1995; Bevilacqua, 1999;
Boadway and Kitchen, 1984, 1999; Kamerman and Khan, 1997; Kesselman, 1993). Thefollowing
isabrief summary and overview of the policiesintroduced specifically to assist familieswithraising
their children. Thefirst assistance plan was established in 1918. The federal government, to offset
the costs of raising a family, introduced an income tax exemption of $200.00 per child under 18
years of age. The exemption was meant to alleviate the responsibility of paying taxes on income
used to provide the basic necessities for one' s children and wife (typically). Irrespective of the fact
that the value of the income tax exemptions never approached the actual costs of children’s basic
needs or the fact that the benefit was greatest for the wealthy (those in the highest tax brackets), tax
exemptions remained the major benefit for families with children until 1945, when the family

allowancewasintroduced. In 1947, achild tax exemption of $100.00 per dependent child under16
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yearsold and $300.00 for dependent children from 16 to 18 years of age wasintroduced. Beginning
in 1972, familieswith child care expensesrelated to labour force participation were entitled to child
care deductions of $2000.00 per child to amaximum of $8,000.00 per family, in 1993 thelimitswere
increased to $5000.00 per child under 7 and $3000.00 for children between 7 and 14 andin 1998 the
limitswere again raised to $7,000.00 and $4,000.00 respectively. A non-refundable child tax credit
of $50.00 limited to families with incomes of less than $26,000.00 was brought into effect in 1977
to offset the larger benefits of tax exemptionsto higher income families, however, asthe credit was
non-refundable it did little for the very-low income families with no taxable income (typically the
Very poor).

Post WWII concerns about social welfare, economic stabilization and labour unrest were
important factorsin bringing about the unanimous support of the bill which introduced the universal
Family Allowance Program in August 1944. Beginning in 1945 the program, under the
administration of the National Department of Health and Welfare, delivered amonthly chequetothe
caregiver, usually the mother, in every family with children under the age of 16. The value of the
payment was dependent upon the number and ages of dependent children; initially lower payments
were received for the fifth and subsequent children but this stipulation wasremoved in 1949 and in
1964 children under 18 years of age in attendance at school became eligible.

Thefamily allowance program underwent itsfirst major ateration in 1974 with the passing
of the Family Allowance Act. Monthly benefitsweretripled and no longer dependent upon the age
of the child(children), indexation to the Consumer Price Index (CPI) wasintroduced and the benefit
became taxable. Eligibility requirements were relaxed with the removal of the school attendance
restriction and the elimination of the one year waiting period for children with legal immigrant
status. Provinces were given additional powersin formulating family allowance policy. Alberta,
for example, varied theamount by the child’ sage, offering morefor older children, whereas Quebec
provided additional amounts for older children and larger families.

Major innovations to the Family Allowance Program occurred, once again, five years later.
In 1979 benefits were cut by 23% and the $50.00 non-refundable tax credit was replaced by a
$200.00 income-tested refundable child tax credit (RCTC) in an effort to achieve distributive goals.
The maximum RCTC was available to households with family income of $18,000.00 ($1979) or
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less; the credit was clawed back at a rate of 5% thereafter. The deduction in the monthly family
allowance payment for ayearly cash payment presented a hardship for many low-income families.
Aswell, therecipient of the RCTC, usually the mother, was now required, for thefirst timein many
cases, to file an income tax form.

Initially family benefit payments were approximately 4.7 percent of average family income,
by 1971 the payments represented only 1.8 percent of average family income. Over the next fifteen
years changes in benefit levels and indexation resulted in the payments equalling approximately
3.2% of family income by 1986. However, the National Council of Welfare suggested that the
poorest familieswere no better off in 1991 than in 1984 dueto de-indexation of benefitsin 1985 and
that familiesin the highest income quintile were receiving 50% of thetax savingsfrom child related
exemptions. Concernregarding vertical inequity wasjustification for replacing child tax exemptions
with a non-refundable child tax credit in 1988 and in 1989 families with incomes over $51,765
($1991) saw a proportion of their family allowance benefits clawed back; those with net incomes
over $57,192 were required to repay all of the benefits received.

For qualified parents, who owed income tax, the 1992 flat-rate, partially-indexed credit
equalled $71.00 per year for each of the first two children under 18 years of age and twice that for
each subsequent child. The RCTC maximum was $601 per child annually with afamily income
threshold of $25,921.00 and all Canadian familiesreceived $419.00 per child per year (although, as
stated previously, higher-income families suffered clawbacks). A supplement of $213. per child
under 6 was offered if no child care expenses were claimed. The realized child benefitsfor alow-
income family with one child under 6, paying at least $71.00 taxes, was $1,233. if they did not claim
child care deductions.

In February, 1992 thefederal government proposed arestructuring of thethree programs, the
family allowance benefit, the refundable tax credit and the non-refundable tax credit, into asingle,
income-tested child tax benefit. The child tax benefit was to offer “greater financial resources to
children, especially to improve the situation for those in lower-income working families.” Aswell,
an increase in the deduction limit for child care expenses was introduced as an additional measure

to “give children a stronger start in life.” (Honourable Benoit Bouchard, pp i, Canada, 1992).
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Three main objectiveswere put forth for the new child tax benefit. First the approach would
increase and target benefits. Low and middle-income families would see an increase in benefits
while high-income families' benefits would fall. Second the earnings of low-income working
parents would be supplemented with the inclusion of an earned income supplement (EIS). The
introduction of a single benefit paid monthly was aimed at the third objective of simplifying the
existing system of multiple programs and making it more responsive to family needs.

Beginning January 1993 the new child tax benefit, paid monthly to the mother (usualy),
included a basic monthly payment of $85.00 ($1,020.00/year) per child for up to two children and
$91.25 ($1,095.00/year) for the third and subsequent children. The basic benefit was taxed back at
5 percent (2.5 percent) of net family income over $25,921 for families with two or more (one)
children. In addition an EIS of 8 percent (per year) of annual earnings over $3,750 to a maximum
of $41.67/month ($500.00/year) was included for families with net-income up to $20,921.00/year
after which the EIS would be clawed back at 10% of net family income. An additional $17.75 per
month was paid to families who did not claim child care expense deductions. For afamily with no
earned income the benefit was $1,020 (+ $213.00 if claiming no child care expense deductions).
Except for the additional $71.00 in non-refundable child tax credit which was offset (for those who
would have received it) by the fact that the child tax benefit was not taxed, the benefits paid pre and
post the 1993 changes were equal for low-income families with no earned income.

The introduction of the National Child Benefit in July 1997 increased the EIS from
$500.00/family to $605.00 for the first child, $1,010.00 for the second, $1,340.00 for the third and
an additional $330.00 for each subsequent child. Asbefore, benefitswere phased in based on family
earned income over $3,750.00 and began to be reduced on net family income over $20,921.00
disappearing at 25,921.00 (Jenson and Stroick, 1999).

The Canada Child Tax Benefit (CCTB), under the framework of the National Child Benefit,
introduced July 1998, combined the Child Tax Benefit and the Earned Income Supplement (the
Supplement will be absorbed in the new Benefit). The Canada Child Tax Benefit will provide a
maximum annual amount of $1,625.00 for the first child, $1,425.00 for the second child, and
$1,425.00for each additional child. The ElSwasreplaced by asupplement for low-incomefamilies.
As before the maximums applied to all families with net family income up to $20,921. The Child
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Benefit and /

Tax BEnefit Supplement of $213.00 per child under seven will beretained for familiesnot claiming
child @re expenses on their income tax returns. Families receiving the maximum EISin 1997 will
beno fletter off, however, low-income families not receiving maximum EIS may be. Familieswith
incorrés above $25,921 will receive the same benefits as they did under the CCTB. Provinces are
able té reduce families' social assistance payments by the amount of the CCTB low-income
suppla:nent or tax it with the requirement that the provinces redirect their savings on social
assistéce payments towards improving children's services and support for low-income working
famiIiES (Canada, 1997). Only New Brunswick and Newfoundland have not reduced social
assistagce benefits (Jenson and Stroick, 1999), table 3 summarizes the maximum federal benefits
=]
availage between 1983 and 1998.

3
N

Childr

The provinces can request the federal government vary the benefit rate, by age or number of
children, aslong asthe total child tax benefits (CTB) paid within the province remain unchanged.
In 1993 the Canadian norm was $1,020.00 per child with a $213.00 supplement for children 6 and
under if no child care deductionswere claimed and a$75 supplement for 3 and subsequent children.
Alberta varied the CTB by age of the children in the family. Families received $935 for a child
under 7 years of age, $1,004.00 for children 7 to 11, $1,133.00 for children 12 to 15 and $1,205.00
for those aged 16-17. Quebec varies its payments by number of children as well as age. Quebec
recipients received $869.00 for the first child, $1,000.00 for the second and $1,597.00 for each
additional child. Familiesare also entitled to an extra $103.00 for each child aged 12 to 17 (Long,
1994). Quebec offersaParental Wage Assistance Programme (PWA). Theaverage monthly benefit
was $188.00 in 1993 (Kamerman and Kahn, 1997). As well, Quebec retains Quebec provincial
family assistance allowance administered by Regie des rentes du Quebec. The Québec family
allowance has been offered, tax free since 1988, to families with one or more children under the age
of 18. Thereisa so an allowance for families with young children and an allowance for newborn

children which offer more substantial assistance to families with young children (seetable 4).

Although substantially smaller Saskatchewan and Manitoba also offer additional assistance
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for low-income families with children. Saskatchewan's Family Income Plan (FIP), introduced in
1974, offersamonthly supplement for low-income families with dependent children, under the age
of 18, to help meet the costs of necessities. The maximum payment, in 1993, was $105 for each of
the first three children and $95 for each subsequent child; in 1999/2000 the maximum payment
provided is $120/month per child. The maximum payment is received by families with an income
$850/month or less; tax of 40 percent isin place for each additional dollar of income. Additionally,
al children receiving FIP benefits receive full supplementary health coverage; the costs associated
with drugs, dental and optometric services for children are covered (Saskatchewan, 2000).
Manitoba s Child Related Income support programme (CRISP) wasintroducedin 1981. Thebenefit
remains $30/month/child in familieswith incomes of lessthan $14,187 (onechild family) and assets
valued under $200,000. Personswho receiveincomeassistancearenot eligiblefor CRISP benefits,
however, those who receive only the health care benefits portion of income assistance may be
(Manitoba, 2000).

3. Why Has Child Poverty Been So Persistent?

There are severa potential classes of explanation for the persistence of child policy. First,
it may simply reflect something about the way child poverty is measured in Canada. Measurement
issues have loomed large in debates of the success of the US “war on poverty” (see the exchange
between Jorgensen (1998) and Triest (1998) for example.) Second, it might be that socioeconomic
shifts, §Jch asrising numbersof lone parent familiesor increasesin wage dispersion areresponsible.
Fi nallg it may be a problem of policy design or implementation. Canadian child policy initiatives
over t% decade may have been poorly targeted, of inadequate scale, or offset by other, coincident,

=
poli cy%}level opments.

]

=
o
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First, some researchers argue that consumption (or expenditure) may be a better indication
of household, or individual, well-being. Income steams may exhibit transitory fluctuations over
time. Individuals, or households, may be able to smooth those fluctuations, thus maintaining

household welfare, by saving or borrowing. If weareinterested in household, or individual welfare
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then it is more appropriate to examine the distribution of consumption (expenditure) and thus we
examine household expenditures, aswell asincome. Thuswe explore poverty and inequality using
both income and expenditure measures.

To ascertain poverty rates a poverty line must be calculated. Severa ‘poverty lines have
been used in theliterature; common is 0.5* equivalent median income, arelative measure. Statistics
Canada does not provide an officia ‘ poverty line' but do publish the Low Income Cut Off (LICO).
The LICO takes into consideration the amount of income necessary to purchase a basket of
necessities. The basket changes over time and thus the L1CO isrecalculated periodically. Area of
residence (urban vs rural and size of urban area) and the size of the family are taken into
consideration. Figure 3 illustrates four ‘poverty lines', the lowest line is 0.5* equivalent median
expenditure, the next line represents 0.5* equiva ent median net incomeandfinally, thetop twolines
are L|§OOS (1986 and 1996 (top line) base).

E‘The LICOisnot availablein thisdata, therefore we cannot preform sensitivity analysisover
Llcogand median measures. We do do some investigations of the median measures over time.
Howeéer, theillustration indicates that thereisarising trend in the LICO, over the time frame, that

(=}
is not éﬁaen in the median measures.

Soc

-

Although the statistics on child poverty in Canada indicate that child poverty did not
diminish, over the period in question, the situation may have been worse. Poverty trends, according
to some researchers, have been ameliorated by recent demographic shifts. The majority of poor
children have young parents (under 35 yearsof age) (Sharif and Phipps 1994). The declining labour
force participation rates of young adults, particularly males, would have resulted in considerably
higher child poverty rates had families not altered fertility patterns and work habits. Families
postponed childbearing, had smaller families, had more membersworking, and worked more hours
(Dooley, 1994; Picot and Myles 1996).

However, Zyblock (1996) allegesthat family demographic shifts have actually exacerbated
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the problem. Eighteen percent of children under the age of 18 lived in poverty in 19922, virtually
the same rate as 1975 (for children under 7, the rate was higher than in 1975). Therates of poverty
within lone- and two-parent families fell during the period but the number of lone-parent families
increased. Given therate of poverty within lone-parent familieswas 4.9 and 5.1 times that of two-
parent families in 1975 and 1992, respectively (see figure 2) the lower risk of living in poverty
within a given family type was offset by the increase in the proportion of children living in
lone-parent families (see also Dooley, 1994; Hatfield, 1996).

In sum, while recorded poverty rates for seniors fell dramatically, in Canada, over the last
2 decades, the overall poverty rate has crept up slowly. The upward trend has been driven by an
increase in child poverty as aresult of the high incidence of poverty in young families and lone-
parentéami lies. Transfer paymentshad, to somedegree, cushioned thedownward pressure of |abour

markeBEchanges However, recent cutsto transfer payments have resulted in significant increasesin

8
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:glf the persistence of child poverty in Canada cannot be attributed to measurement or to
soci oe:g)onomic developments, then the third class of explanations are those to do with policy.
Polici% may be poorly designed, poorly targeted, of inadequate scale, or havetheir impact mitigated
by ccﬁlcident offsetting changes in other policies. In this subsection we first review what
ass&st@\ents areavailableof Child benefitsin Canada, over the period of our study. Wethen consider
the degel opments in the principal areas of policy where changes might have undermined child
benefiBinitiatives.
g

3.3.1

The dearth of research on the evolving child benefitsis surprising. Although the Child Tax
Benefit (Canada Child Tax Benefit, National Child Benefit) is the only federal program which

specifically addresses the needs of families with children and marked changes have occurred since

% based on Statistics Canada’ s L ow-income Cutoff, 1986 base.
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1993 there are few studiesin the economic literature on the topic (exceptions are Kesselman, 1993;
Long, 1994; Phipps, 1995; Woolley et a., 1996 and Rowe and Woolley, 1997). To our knowledge
this is the only study that attempts to evaluate the 1993 changes to family benefits utilizing
individual microdata. Aswell, most of the research to date is concerned with family well-being; we
address child well-being. We present abrief review of the available literature.

The 1993 changesto the child tax credit system were put forward in an endeavour to increase
fairnessand effectivenessby targeting paymentsto low-incomefamilies, enhance efficiency through
positive labour market incentives, simplify family benefits by amalgamating programs, increase
responsiveness via monthly payments and reduce child poverty (Kesselman, 1993; Long, 1994,
Phipps, 1995; Woolley et a., 1996). The available literature assess the changesin the 1993 family
benefits on the criteria set out by the federal government as well as general goals of family policy.
Overwhelmingly, the studies conclude that the 1993 changes to the child benefit programs fail to
achieve the goals set out and do little to combat rising child poverty in Canada. The authors were
almost unanimousin recogni zing that repl acing the universal family allowanceby atargeted program
indicates that Canada no longer recognizes a social responsibility towards raising children but has
moved to assisting only families with the highest needs.

The 1993 Child Tax Benefit was meant to target payments at low-income individuals and
aleviatechild poverty. A review of paymentsfor single- and two-parent (one-earner and two-earner)
families with two children indicated that families earning $10,000.00 to $20,000.00 would see the
largest gains, not the poorest families (Kesselman, 1993). Using a microsimulation model which
took into account changesin taxes, child benefits, and other government transfersresulting from the
introduction of the CTB, Woolley et a., (1996) found that the highest average family benefits went
to families earning $20,000.00 to $30,000.00 followed by those with incomes of $10,000.00 to
$20,000.00. Surprisingly, they found that lowest income group actually suffered lossesin benefits,
between 1992 and 1993, primarily dueto partial indexation and that families earning $40,000.00 to
$50,000.00 actually realized the greatest gains. L one-parent familiesachieved higher gainsthan two-
parent families as a result of the retention of the equivalent-to-married amount benefit. Families
with incomes at the top of the income distribution suffered reductionsin child benefits. Lossesfor

dual -parent families were about double that of single-parent families ( Kesselman, 1993; Woolley,
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1996). The clawback rate of 5% for families with two or more children, as opposed to 2.5% for one
child, increases benefits for the third child, relative to one or two children, substantially at middle
and upper income brackets. For example, a family earning $60,000.00/year receives a credit of
$168.00 for one child, $336.00 for two, double that of one child, and $1,431.00 for the three, more
than eight timesthat of asinglechild family (Kesselman, 1993). Kesselman concluded that although
there would be more winners than losers the distributional changes would result mainly from the
introduction of the EIS at the low end of the income scale and the loss of child credits at the upper
end. The CTB shifts benefits away from high income familiesto poor and middle class |eaving the
very poor no better off (Kesselman, 1993; Long, 1994; Woolley et al., 1996). If thegovernment was
aiming to help children in the poorest families it missed the target.

Phipps (1995) finds that Canadian family benefits provide less than 6 percent of the cost of
raising children while many European countries offer between 10 to 20 percent. The UK, the
Netherlands and Sweden manage to move 23, 37 and 29 percent of children, respectively, out of
poverty with child benefits while Canada raises only 16% of its poor children out of poverty with
the CTB. Long (1994) claims that for the working poor with incomes under $11,000.00 (in each
countries currency), afamily with children is better off in the US than in Canada; the CTB does not
fare well on its attempt to alleviate child poverty.

The Earned Income Supplement (EIS) portion of the CTB was promoted asatool toincrease
(or at least not deter) work incentivesof low-income parents. The supplement wasintended to lower
low-income families marginal tax rates and thus raise the wage rates of parents. When family
earned incomes lie between $3,750.00 and $10,000.00 the family receives an extra an extra $0.08
for every dollar earned in the labour market; an 8 percent raise. For families with earned income
between $10,001.00 and $20,920.00 the EISis constant at $500 and then clawed backed at arate of
10 percent for incomes higher than $20,920.00. Both Phipps (1995) and Woolley et al., (1996) find
that the EIS is flawed.

On theoretical grounds Phipps argues that it is unlikely that the EIS would entice anyone
working 0 hoursto enter the labour market; hours worked would have to beincreased from 0 to 500
(at $7.50/hr) before any supplement would beearned. Dueto the pureincomeeffect familiesearning

between $10,001.00/year and $20,920.00/year would probably decrease hours worked if leisureis
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anormal good and for those whose incomes are over, but close to, $20,920.00/year the incentive
would be to decrease hours worked as the EIS represents a 10 percent tax on wages. Individuals,
with family incomes between $3,750.00 and $10,000.00 might be enticed to increase hours worked.
However, quoting avail able econometric studies which find labour supply elasticities in the range
of 0.018, Phipps finds that the increase in labour supply is likely to be in the area of one hour per
year for a single-mom working 500 hours at $7.50/hr. The long lag between increase in hours
worked and the realization of an increase in income would likely aso dampen the minuscule work
incentives(Woolley et al., 1996). Woolley et al. and Phipps concludethat increasesin labour supply
arelikely to be dominated by decreases because more individuals will realize a decrease due to the
higher proportion of individuals have family incomesin the decreasing (>$20,920.00) rangethanin
the

increasing (< $10,000.00) range of the EI'S and the rate of decrease (10%) is greater than the rate of
increase (8 percent).

Severa other inconsistencies regarding the EI'S have been noted. Limited hours of [abour
supply may not be the choice of theindividuals concerned; there may be insufficient demand in the
labour market (Phipps, 1995). Theindividual sexperiencing positivework incentivesaremost likely
employed either part-time or part-year; Woolley et a. (1996) questions whether we should be
promoting this type of work. Isit credible that a“child” benefit, received by the mother, is going
to have effects on father’s labour supply and finaly, it was pointed out that the supposed goal of
increasing labour supply might only be rhetoric (Woolley et a., 1996; and Kesselman, 1993).
Federal supplements delivered to families on socia assistance, a program with provincial
jurisdiction, may simply lead to a decrease in social assistance payments and a windfall for the
provinces. Thus providing payments only to those with substantial (relative to the very poor)
employment income circumvents this.

The evidence presented to date indicates the 1993 policy changes were poorly designed and
poorly targeted. Some middle and low-income families may be better off. The poor, however, are
likely to be worse off. The desire to limit work disincentives has likely failed and in fact the EIS
may promote more decreases in labour supply than increases. Evenif positive work incentives are

realized the effects on individual 1abour supply arelikely to be minuscule. Canadahas moved from
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recognizing asocial responsibility towards children to an American model of assisting familiesin
the greatest need but the changes have done little to address child poverty and in implementing the

changes.
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3.3.2

Changesto programs that support families with children have not been limited to the CTB.
Many province have cut their social assistance programsin an effort to balance budgets and promote
positive work incentives. Although not aone, Ontario comes quickly to the forefront with the
introduction of workfare and the unilateral 20% decrease in socia assistance payments in 1995.
Table 5 summarizes social assistance entitlements of families, by family type, in 1986, 1995 and
1996. The percentage change over the final year and 10 year period are presented. Note that for
every province except PEI there have were declinesin social assistance paymentsoffered to families
between 1995 and 1996. In most provinces families were worse than they had beenin 1986. Social
assistance is designed to assist low-income families meet their basic needs. Table 6 indicates how
social assistanceincomes compareto poverty linesin each provincein 1986, 1992 and 1996. Social
assistanceincomes provided the best standard of living (relativeto poverty lines) in Ontarioin 1992
but the payment was only 73 and 80 percent of the poverty line for two-parent families with two
children and lone-parent families with one child respectively. Relative to the poverty line most
families were worse off in 1996 than they were in 1992 and the majority are no better off then they
had been in 1986. Finally, particularly relevant for this study, table 7 summarizes the changesin
social assistance programs across the provinces between 1993 and 1996.

Although there have been substantial changes to the social safety net recently, Canadians
have been somewhat insulated from significant changes in economic conditions by that safety net.
The recession of the early 90's resulted in high unemployment rates and growing pre-transfer low-
income’ intensity; anincrease of 50 percent. At the sametimetransfer payments also grew by about
20 percent. Thus, after-transfer/tax low-incomeintensity grew by about half the pre-transfer/tax rate
(28%). Employment opportunities rebounded slowly after 1993 resulting in aslight declinein the
pre-transfer/tax low-incomeintensity. However, low-incomeintensity was 20% higher in 1996 than
it had been in 1993 as aresult of adecrease in transfer payments which more than offset the gains

in employment earnings (Myles and Picot 2000).

* Myles and Picot do not use the term “poverty” but instead use “low-income,” in this
paper we use the terms interchangeably.
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4. gData and methods

4.1

o0
:EThe data employed in this study come from Statistics Canada’ s Family Expenditure Survey

(FA M?EQX). The FAMEX is anationally representative sample of households. It is conducted less
frequegtly than the Survey of Consumer Finances’ and the income information reported is
consicférably less dis-aggregated. The principal advantage of the FAMEX is that it contains
expen@turelnformatlon derived from annual budgetsand believed to be of good quality. Webelieve
that e@endlture dataallow usto deal with issues of intertemporal allocation, and, to alesser extent,

mtrah%Jsehold allocation. We return to theses points below.

<
701

3

Our current analysis focuses on the 1986,1992 and 1996 editions of the FAMEX. The 1986
survey treats the “spending unit” as the unit of analysis, while the later two surveys foucs on the
“household”. To ensure comparability, we limit the sample in all years to spending units and
households that consist of a single “economic family”.

Through out the analysis we restrict the sample to households with children. Further, we
weight the data in all calculations by the product of the population weight provided by Statistics
Canada and the number of children in the household. The combination of restricting the sampleto
househol dswith children and then re-wei ghting each househol d by the number of childrenit contains
resultsin adataset which isrepresentative of the population of children, whichisappropriate given
that children themselves (and not their parents or the households they live in) are the focus of our
anaysis.

Sensitivity analysisis also preformed on the population and popul ation weights used in the
study. We present selected resultsusing three alternative popul ation/weighting combinations. First,

*In future work, we will incorporate data from the Survey of Consumer Finances (SCF) as
well. The SCF is an nationally representative sample of Canadian households conducted (almost)
annually over the period with which we are concerned. The SCF provides very detailed
information on family income and income sources; in particular child benefits and social
assistance payments are identified.
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valence Scales

we inéude the entire population, weighted by the product of the population weights provided by

StatisfEes Canada and household size, resulting in a data set representative of the population of

indivi %Jd s. Second, weincludeall households, weighted by Statistics Canada’ spopulation weights

resuItiEg in a data set representative of households. Finally, we restrict the sample to households

with %ildren and weight by Statistics Canada s population weights resulting in a data set
54

repr%%ﬂative of households with children.

Res

3

The approach followed in this paper is to focus on measures of the resources available to
children. This choiceisin part driven by data availability but also reflects a notion that a sensible
place to begin the analysis of redistributional policiesisto ask whether they delivered resourcesto
the intended targets. The question of whether resources increments (if any) were effective in
changing outcomes represents a second stage of evaluation, to be pursued in subsequent papers.

We begin by looking at income measures. market income (labour and capital earnings)
received by childrens households and the net income, after taxes and transfers, of those
households. Through out, we deflate resources by simple equivalence scales. Thisreflectsthenotion
that there are some returnsto scalein consumption. Our benchmark is the square root of household
size, a standard, midrange, equivalent scale commonly used in the literature. We investigate the
sensitivity of our results to other choices: the OECD equivalency scale®, household size’ and 1.0°
. We also deflate each nominally valued resource measures by the CPI. We are shooting for real,
individual level resources, though our adjustments are somewhat crude (we return to this issue
below).

After a preliminary investigation of incomes we turn to expenditure as a measure of
resources. We do this for two reasons.

First, as previously noted, consumption (or expenditure) may be a better indication of

® 1+0.7* (adults-1)+0.5* (# of children)
’ per capita expenditure indicating no returnsto scale,

8 corresponds to assumption of pure public goods.
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household, or individual, well-being. Individuals, or households, may be able to smooth the
transitory fluctuations in income over time, thus maintaining household welfare, by saving or
borrowing. If we areainterested in household, or individua welfare then it is more appropriate to
examine the distribution of consumption (expenditure) and thus we examine total household
expenditure’, as well as expenditure on food (at home and in restaurants).

The second issues that we hope to address with expenditure datais that of intrahousehold
alocation. Dividing income or expenditure by the number of personsin a household, or by some
function of that number that allows for increasing returns to scale in consumption (such as our
benchmark equivalence scal e, the squareroot of household size) implicitly attributesto each member
of the household and equal share of resources. Thereisno particular reason to think thisisthe case,
though with household expenditure dataiit is difficult to do otherwise.’® The one avenue open to us
isto attempt to identify and examine goods that are solely consumed by particular members of the
household. In the case of children the best candidate for The expenditures, we believe, which are
‘most directed’ at children are expenditures on food and particularly, expenditures on children’s
clothing.™ Our equivalence scales for children’s clothing are somewhat different than for other
resources measures. For example, with children’s clothing we divide by the square root of the

number of children in the household, rather than by the square root of the total number of persons.

? includes expenditure on all food (at home and in restaurants), shelter (rented, owned,
other accommodation, including water charges, heat, and hydro), household operations
(communication, child care, laundry, cleaning, pet care, and household supplies), household
furnishings and equipment (including services related to furnishings and equipment),
transportation (operating expenses, rental vehicles, local commuter expenses, intercity
transportation services), clothing, health care expenses, personal care supplies, equipment and
services, recreational expenses (less recreational vehicles and outboard motors), home
entertainment equipment and services, reading materials and other printed matter, and education
(tuition, textbooks, supplies and services).

°The polar opposite assumption, that each member of the household has access to the
resources (income) that she brings into the household is even less sensible; clearly some sharing
of resources occurs. Thisis particularly the case when we are concerned with children, many of
home bring no resources into the household.

"There is ameasure of expenditures on toys but this includes any (possibly adult) toys,
games or hobby equipment purchased by the family, not just those purchased for children.
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It does not make sense to include adults in this measure as they do not consume the good.

It is worth emphasizing again that the measures we present are resource measures and not
direct measures of “well being” (or welfare or utility). As noted about, intertemporal reallocation
possibilitiesuncoupl e current incomefrom current wellbeing. Furthermore, in the standard economic
(utility) approach, individuals have an indirect utility function defined on expenditures and prices.
That indirect function can only be written as afunction of expenditures deflated by a priceindex if
preferences are homothetic (Engel curvesarelinear) acondition that isuniversally rejected by data.
Similarly, we employ ssimple, price independent equivalence scales, which also impliesrestrictive
preferences. To integrate prices and demographics into the analysisin away that does not require
strong restrictions on preferences, and thusto credibly move from expendituresto welfare, requires
the estimation of a complete demand system (see for example, Pendakur, 1999). We do not pursue
that approach in this paper.

That reason we do not is that there are convincing arguments, summarized for example by
Phipps (1999), that the standard utility maximization approach is inappropriate in the case of
children. Principal among these arguments are the very reasonable suggestions that children’s
preferences are in the process of being formed and so can in no sense be taken as* given”, and that
children do exercise choice over the alocation of resources in the way that standard theory
conceives. Thusto estimate a household demand system would seem to be incongruous with our
objective of keeping children as the unit of analysis (as opposed to the parents of children or
households containing children).

Some authors who are critical of the standard utility approach to welfare in the case of
children advocate an aternative “functionings’ approach, derived in part from the work of Sen
(1992). We do not pursue this approach here either, though in this case the reason is largely data
limitations. Data sets from which children’s*functionings’” might be inferred (such as the National
Longitudinal Study of Children and Y outh - NLSCY') do not have sufficient history to allow usto
do a pre- and post analysis of policy changesin 1993. (We do note however, that when the later
waves of the NLSCY become widely available it will be possible to make comparisons across
cohorts at the same age, and in particular to compare at the same age cohorts whose earliest years

were before and after the policy change).
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gFor reasons of both theory and data then, this paper pursues the more modest goal of

charagterizing the distribution of resources across children, where resource values are crudely
deflatg:ll;g by an income-independent price index and a price-independent equivalence scale.

E Given thedifficulty of dealing withintra-household all ocationissuesempirically weassume
that aE resources are shared equally by household members or by al children in the case of
chil dr%’ sclothing.

Pov

3

Although thereareaplethoraof poverty and inequality measuresavailableto researchers, for
tractability, we have reported only a selected few. We first capture the entire distribution by
reporting the 10, 25", 50", 75" and 90™ percentiles. Aswell illustrations of the 1992 and 1996
distributions, relative to 1986, are presented in figures 4 through 8. Subsequently we report
inequality measures, commonly found in the literature. First we report the ratios of the 90" to the
10™ percentile (90/10), ameasure of how the bottom of the distribution is faring relative to the top,
and the 75" to the 25" (75/25), a closer look at the middle of the distribution. However, these
measures each utilize information at only two distinct points in the distribution. Aswell, neither
satisfies the information
‘principle of transfers' (transferring income from aricher to a poorer person will increase social
welfare; as long as the transfer is not large enough to reverse the individuals relative standings
(Deaton, 1997)).

Two additional measures of inequality are presented, the Gini coefficient and the Atkinson
index. These measures are consistent with social welfare functions, satisfy the ‘principle of
transfers' (transferring income from aricher to apoorer person will increase social welfare; aslong
asthetransfer is not large enough to reverse the individual s rel ative standings (Deaton, 1997)), and
arecommonly cited intheliterature. 1naddition, the Atkinson index is decomposable by subgroups
which is necessary for our final section. Three Atkinson indexes A(e) are reported; A(0.5), A(2),
and A(2). Themore positive‘€e , the ‘inequality aversion parameter’ the more sensitive A(e) isto
differences at the bottom of the distribution. The Gini coefficient is most sensitive to differences

in the middle of the distribution.
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Lorenz curveswerealso estimated. Lorenz curvesillustrate the cumulative share of thetotal
income (expenditure) going to the poorest x percent of the popul ation. However, asisoftenthecase,
differences in the Lorenz curves were difficult to observe. Thus, transformed Lorenz curves, the
difference between the line of equality and the Lorenz curve (Deaton, 1997) areillustrated.

The poverty measures selected present measures of the Foster, Greer and
Thorbecke (1984) class, FGT(1) isthe average normalised poverty gap, an indication of the depth
of poverty, and the percentage of individuals below half the median (equivalent to FGT(0), the
headcount ratio or proportion poor). Wereport these measures using aconstant poverty linethrough
time (0.5* 1986 median income) and apoverty line cal culated using 0.5* median incomefor the year
under question. The FGT(a) measures are also decomposable.

Poverty and inequality measures are presented for each resource measure; private income,
net income, total expenditure, expenditure on food and expenditure on children’ sclothing. They are
presented for three time periods, 1986, 1992 and 1996. 1992 and 1996 give us indications of the
circumstances immediately prior to and post (respectively) policy changes we areinterested in (ie.
child % benefit). We include 1986 as common base for evaluating changes over time. Aswell,
1986 gd

5
<
)

1996 marked similar pointsin the business cycle.

w
cr; N
i
%I nthenext iteration of thispaper wewill provide boot-strapped confidenceintervalsto allow
for st%sti cal inference (following Barrett, Crossley and Worswick, 1999).

%
=
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4.1

As discussed previously, we present several measures of resources available to the family
and, in particular, the child. Inthefirst section ‘Income’ we present the results for equivalent
private income (per tax/transfer), a measure of the household member’ s labour market resources,
and equivalent net income (post tax/transfer), a measure of resources available to members of
household from both the labour market and socia transfers. The second section ‘Beyond

Income’ includes our analysis of expenditure patterns. Total expenditure is postulated to be a
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better measure of long-term resource availability, while we believe expenditures on food and

childrgw’ s clothing are resources directed at children.
S

S}

4.1.1

Table 8 presents the results for private income, columns 2 - 4, and net income, columns 5
- 7. Thetop section reports the distributional analysis, the middle sets out the inequality analysis
and the final section displays the poverty results. Figures 4 and 5 display the entire 1992 and
1996 distributions, relative to 1986. Note that the equivalence scale is the sguare root of
household size and the data has been weighted by Statistics Canada' s survey weights* number of
children in household.

First we focus on the distribution of private income. Individuals at or above the median
of the distribution experienced continual growth from 1986 to 1996. However, childrenin
families with private incomes below the 25" percentile saw areduction in private incomes
between 1986 and 1992, the bottom decile experienced a 75% decrease, and a rebound into 1996.
Those at the 25" percentile in 1996 were earning slightly more than those at the same position in
1986 while those at the 10" percentile were earning 41% of their counterparts in 1986.

The inequality measures indicate increasing inequality between 1986 and 1992 and
diminishing inequality between 1992 and 1996. However, on al measures inequality was worse
in 1996 than in 1986. The Atkinson indexes are not reported due to the presence of individuals
with zero private income. The poverty measures present the same pattern, increasing poverty
between 1986 and 1992 and diminishing through to 1996. The proportion of individualsliving
in poverty was higher in 1996 than in 1986 relative to both poverty lines, one using the constant
1986 median and the other the current year median). The FGT(1), the normalized poverty gap,
shows a slight improvement between 1986 and 1996.

The results indicate that between 1986 and 1996 there was a substantial collapse of
private incomes at the bottom of the distribution. Incomes were fairly stable at higher levels of
the distribution. Asaresult, based on measures of private income, the proportion of thosein
poverty grew by about 10% over the period but the gap diminished dightly.

We now turn to the distribution of net income, columns 5 through 7, top section. The
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consistent increase in net incomes across the time period for those individuals at or above the
median issimilar to that seen in the private income distribution. But unlike private income, net
income grew at the bottom end of the distribution aswell. However, the value of net income at
the 10" percentile grew between 1992 and, although levels remained higher than 1986 levels,
they fell between 1992 and 1996. The picture for inequality in net income is one of stability or
slight growth between 1986 and 1996.

The poverty results indicate an improvement between 1986 and 1992 and a subsequent
worsening from 1992 and 1996, except for the proportion poor using 0.5* 1986 median net
income, matching the movement of net income at the 10" percentile. However, the FGT(1) and
the proportion below the 0.5* median indicate there are more children living in poverty, at a
greater depth, in 1996 than in either 1992 or 1986. The income inequality measures aso indicate
adlight growth in income inequality over the period. A(0.5) and the Gini coefficient, measures
weighting inequality at the middle and top of the distribution more heavily, grew, in absolute
terms, more between 1986 and 1992 than between 1992 and 1996, the opposite istrue for A(1)
and A(2), measures emphasizing inequality at the bottom end of the distribution.

Figure 4 illustrates, more dramatically, the collapse in the private income distribution,
relative to 1986, at the bottom end of the distribution. However, over the entire distribution
children were better off in 1986 than in 1992. The transformed Lorenze curve indicates that
inequality in private incomes grew between 1986 and 1992 and decreased dlightly between 1992
and 1996 but did not approach the 1986 levels.

The net income picture is quite different, the ratios to 1986 net incomes are stable across
the entire distribution. Children fared better in 1996 than in 1992 those with equivalent incomes
below the 12" percentile (approximately). Inequality of net income increased from 1986 to 1992.
The 1992 and 1996 levels are indistinguishable.

In sum, the income measures indicate a substantial drop in private incomes over the
period leading to increased poverty and inequality, measure on private incomes. However, the
tax/transfer systems seems to have offset the fall in private incomes as, although there is slight
growth in child poverty and inequality over the period, the increase in child poverty and

inequality, as measured by net income, grew much less over the period. There is some indication
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of relgfvely more increase in income inequality at the bottom end of the distribution over later
=

peri odg)f the study.
A

4.1.2

Thefinal three (and 2™ to 4™ columns of table 8 (9) present the statistics for equivalent
total expenditure. Most notable is the constancy of total expenditure acrosstime. Thereisa
dlight increase in total expenditure between the first two periods and a rebounding in the third.
Figure 8 displays the 1992/1986 and 1996/1986 ratios of equivalent total expenditure. Total
expenditure was basically identical between 1992 and 1996, and slightly above 1986 from
approximately the 27" percentile. Children, at or below this point, fare slightly better in 1992
than either 1986 or 1996.

The proportion of children with equivalent expenditures below 50% of the median
diminishes between 1986 and 1992 and then recoils however, fewer children are ‘in poverty’ in
1996 than in 1982 and the average normalized depth is smaller. Theinequality measures are
relatively stable across the time period. A(2) shows the biggest changes, with inequality
decreasing between 1986 and 1992 and then recoiling into 1996. Figure 9 illustrates the
persistence in inequality over the period.

For ease of comparison across expenditures equivalent total expenditure figures are
repeated in columns 2 to 4 of table 9. The next three columns contain equivalent expenditures on
food and the final three equivalent expenditures on children’ s clothing; the measures of resources
we believed most were ‘most directed’ at children. A gradual decline of expenditures across the
time period is experienced by all children. Children at the bottom of the distribution saw a 15%
drop in food expenditures over the 10 year period, children at the top of the distribution
experienced a 10% decline. This can be seen in figure 11, although the ratios are amazingly
stable across the distribution the 1996/1986 equivalent expenditure ratio lies above the
1992/1986 ratio at all points on the food expenditure distribution.

Inequality in equivalent food expenditures can be described in the opposite manner; a
slight increase can be seen over the time frame. All three Atkinson indices experience about
10% increase between 1986 and 1996. The transformed Lorenz (figure 11) illustrates a barely
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discernible increase acrossthe period. Poverty, described as having equivalent food
expenditures below 50% of the relevant years median equivalent food expenditure, increases
dightly. If welook at poverty, described as having equivaent food expenditures below 50% of
the 1986 median equivalent food expenditure, the proportion of children living in poverty almost
doubles. The depth of poverty scarcely grows.

Finally, the numbers for equivalent expenditure on children’s clothing are listed in the
last three columns. Equivalent expenditures on children’s clothing fell over the 10 years.
Expenditure levels were 35%, 24%, 21%, 18%, and 14% lower for the 10", 25", 50*, 75" and
90" percentiles, respectively. Figure 12 demonstrates the differences between the years across
the distribution. The Gini coefficient grew by 5% over the period and the 90/10 ratio increased
dramatically between 1986 and 1992. The Atkinson indices cannot be calculated due to the
presence of expenditures of zero. The transformed Lorenze curveillustrates a negligible increase
in inequality between 1986 and 1992 and substantial worsening from 1992 to 1996. Not
surprisingly, given the other statistics, poverty and the depth of poverty increased.

Summarizing, equivalent total expenditure was almost constant across the period of
analyéfs}, expenditure on food was also fairly stable but less so than total expenditure. However,
equivéent expenditure on children’ s clothing indicates a substantial rise in poverty and
inequality between 1986 and 1996; a substantial portion of the increase was experienced between
1992 %d 1996.

%
N

4.2.

Weights and equivalence scales were used extensively throughout our analysis. To
ensure the weights or equivalence scales were not driving the results we repeated the total
expenditure analyses using different samples, weights and equivalence scales. All sensitivity
analysis was preformed using total expenditure. When investigating the sensitivity of the results
to the weights we use the equivalence scale used throughout the paper, the square root of
household size. In testing the sensitivity to the equivalence scales we utilized the weighted
sample of children used in the main analyses.

Table 10 presents the sensitivity analysis for sampling and weighting. The 2™ through 4™
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columns include the entire population and household weights multiplied by household size. This
gives us arepresentative sample of individualsin the population. Columns 5 to 7 consists of all
households multiplied by household weights constituting a sample of households. The next three
columns contain analysis preformed using only households with children weighted by household
weights, producing a representative sample of households with children. Finally, the last three
columns present our original findings using a representative sample of children (households with
children, weighted by household weights* number of children in the household).

Although the figures are not exact across the different sample/weight combinations there
are certainly no discrepancies worthy of mention. Similar to our origina findingsthereis
amazing consistency across the years for total expenditure. Therefore our results do not seem to
be driven by sampling or weighting.

The results incorporating a variety of equivalence scalesarein Table 11. Columns2to 4
review the main analysis on total expenditure (total expenditure/(# in household)®®). The 5" to
7" column utilize a per capita equivalence (total expenditure/(# in household)). The penultimate
set of columns utilizes the OECD equivalence scale (total expenditure/(1.0 + 0.7* (# adults-1) +
0.5(# of children)) and finally, columns 10 through 12 present results on total expenditure (no
equivalence scale used).

In the top section of the table we see substantial differencesin the levels, expected when
using cvijfferent denominators. However, the inequality results, in the middle of the table, are
a mosg’;zdenti cal. Poverty rates are somewhat larger when using the OECD, and substantially so
when %‘a ng the per capita scale, than with the square root of household size. However, poverty
rates age smaller when no equivalence scaleisused. Again the patterns are similar across scales.
Thus,@though the scales do not produce identical results we do not believe they change the

pri matg results of the study.
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Decompositional analysisis done by 3 characteristics of the population. The choice of
characteristics analyzed is driven by previous discussions of poverty differences between the

subgroups found in the literature. Rates of poverty are very different across marital status, age of
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head of the household and province of residence. We first present the decomposition of poverty

§rates across the time frame, table 12, and then the inequality decompositions, table 13.
(=]

43.1P

The top section of table 12 presents the decompositions across family types, children
living two-parent households, children living in lone-parent households and children living in
other types of households are represented in the first, second and third row, respectively. The
other category includes families with more than two adults living in a household with children.
This could entail parents living in households with older children (>16 years old) or households
with more than one generation, or other relatives living together. The middle section presents the
analyses of differences in the ages of parents (the head of the household); statistics for children
with very young parents (head <= 25 years), young (26-35) and middle age and older parents
(>36 years) are presented in rows 1, 2, and 3 of this section, consecutively. Finally, the bottom
section characterizes the regions. Row 1 presents the Atlantic region (all provinces east of
Quebec), Quebec is shown in the 2™ row, Ontario in the 3, Prairies (Manitoba, Saskatchewan,
Alberta) in the 4™ and BC in the 5" row of the section. The final row presents the poverty rates
for the year in question. The results are presented by year. For each year the first column
indicates the percentage of children in the population living in the particular group. The
percentage of children in the group who live in poverty (<0.5* median equivalent total
expenditure) is reported in the second column and the percentage of the poor population made up
by the particular group is presented in third. The final column, in each year, indicates the mean
poverty gap for the group.

The decomposition of marital status indicates a decrease in the number of children living
in two-parent families, fewer of these children living in poverty, and thus children living in two-
parent families making up a smaller proportion of the poor population over time. Anincreasein
the percentage of children living with lone parents or in other arrangements is apparent. The
percent of children living in single-parent familiesis highest in 1992, at 15.7%, and falls
somewhat in 1996, to 13.6%, however it is our hypothesis that the doubling in the percentage of

familiesliving in ‘other’ householdsis, at least in part, single-parent families living with
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relatives; the data does not allow us to tease this out.

In 1986 children living in one-parent families made up a smaller proportion of the
children living in poverty than did children in two-parent families, by about 17 percentage points.
However, by 1996 they made up alarger proportion of those in poverty, by 3 percentage points.
The drop, between 1986 and 1992, in the percent of children living in lone-parent families who
were poor was offset by the increase in children living in the situation. The reverseistrue for the
period from 1992 to 1996, a decrease in the percentage of children living in single-parent
families offset by an increase in the poverty rate of the group. The poverty gaps are smaller for
al groups between 1986 and 1992 but increase significantly for children of lone-parents and
those living in other arrangements between 1992 and 1996.

Age of head of household decomposition confirms what has been reported in the
literature. There has been a dight decline of the percentage of children living in households with
very young parents but the poverty rates in this group have increased by almost 40% over the 10
year period. At the same time there has been a dlight increase in the percentage of children living
in older families (> 36 years) and adrop in this groups poverty rates. The regional analysis
shows the east to west gradient in poverty rates. Over the period the poverty rates decrease
dightly in the Atlantic and increase slightly in the West, however, there do not seem to be any
substantive trends in the data.

The decompositional analysis indicates an increase in poverty rate of children living in
lone-parent families but a slight decrease in the proportion of children living in this type of
family (a question regarding the substantial increase in the ‘ other category’ does arise). Aswell
the inefease in the proportion of very young families living in poverty is offset by a dlight
decreeige in this type of family.

=

[Sam)

4.3.2

The inequality decompositions are displayed in table 13. By year, the A(0.5), A(1.0) and
A(2.0) indices calculated separately for each group are presented (in the first rows of each
section). Thelast three rows (under * Decomposition’) of each subgroup report the total

inequality in the population of children, the amount of inequality explained by inequality
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occurring within the group and the inequality explained by that existing between the groups. For
al groéps the inequality between groups, isfar outweighed by inequality within groups. The
indice§appew to be fairly stable acrosstime. And indeed except for family type by marital
status%re not so different across groups.

%Children of lone parents do experience substantially more inequality within their group
than cﬁz children living in alternative family arrangements. Thereisasdlight increasein the
betwe§1 group inequality for different living arrangements (and thus a decrease in within
inequ%ty as within and between inequalities sum to the total inequality) between 1986 and 1996.
There"sg asmall decline in between inequality from 1986 to 1992 but it reboundsinto 1996. The
oppoéée istrue of the regional decomposition; the between inequality increases somewhat into
1992 &d then declines again in 1996 to levels less than those recorded in 1986. Between
inequality grows slowly across the entire time period for families of different ages. Although
there %e differences across the time frame they appear to be small for all the groups. There do

not se@mn to be any radical shifts between groups or across time.

5.1. 5.

Despite the priority of child poverty in Canada the recent literature indicates child poverty
has been increasing over time. The failure to meet this national priority poses something of a
puzzle, particularly in light of the success of other targeted anti-poverty agenda, such as drastic
reduction in poverty among the senior population that had previously been achieved.

The goal of this paper wasto take a very detailed look at changes in the resources
availableto children, particularly less fortunate children, over the decade 1986-1996 using the
Canadian Family Expenditure Surveys. This decade captures the date of the al party motion of
parliament, and of the 1993 introduction of the Child Tax Benefit. By characterizing the
distribution of resources both pre and post that reform, and by considering arange of resource
measures we assess the role of measurement issues in the apparent persistence of child poverty.
By decomposing poverty and inequality across different population subgroups, and by examining

changes in the income package across the distribution, we evaluate the role of socioeconomic
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We find that measured by consumption the distribution of resources available to children
isvery stable. Unsurprisingly, poverty and inequality are lower when measured with
consumption than when measured with income. Poverty doesn’t seem to have worsened if
measured with net income and arelative (half - median) poverty definition. Rising child poverty
isfound if one uses gross income (a dubious measurement choice) or LICOs, which appear to be
rising faster than half medians. However, if we use expenditure on children’s clothing, a
resource we believe istargeted at the child, we do find increasing inequality and poverty, a
finding worthy of further investigation.

The results of the decompositiona analysis, indicate offsetting demographic and
socioeconomic shifts. A slowing of the increase in the proportion of children living in lone-
parent families is offset by and increase in poverty rates for this group. Increasesin the poverty
rates for very young familiesis offset by a decrease in the numbers of such families. Thus socio-
demographic changes do not seem to account for the lack of decline in poverty rates.

Importantly, by no measure do we see real improvementsin child poverty. Thus we still
have the “puzzle’ given the stated policy priority. We find that socioeconomic shifts, like
measurement errors, are unable to explain this puzzle. This points to a need for more specific ex
poste micro data evaluation of the policy initiatives in this period. We have uncovered a second

“puzzle’ of increasing inequality and poverty in children’s clothing.
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TABLE 1:Poverty Ratesin Canada by Family Types.

1989 | 1990 | 1991 | 1992 | 1993 | 1994 | 1995 [ 1996
All Persons 141 154 (165 |17 18 171 1178 |179
All Families 111 123 |13 135 | 146 | 135 (142 |[145
Y oung Families' 279 371 |365 |414 (411 |44 435 |421
Female Single-Parent 529 |[59.5 | 603 | 569 |59 56.4 |56.8 |60.8
Families’
Child Poverty® 153 |178 (189 (192 | 213 |195 (21 211

! Head of family is under 25 years of age.

2 Head of family under 65 years of age and children under 18 years of age.

3 Under the age of 18 years

Source: The National Anti-Poverty Organization; Statistics Canada (1997) Income Distributions by Size in Canada 1996, Ottawa (Cat. No.

13-207) (http://www.napo-onap.ca/nf-glanc.htm)
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TABLE 2: Percentage of Children Under 18 years of age living in poverty*

1989 1992 1993 1996
Newfoundland 19.8 26.8 21.8 20.2
Prince Edward Island | 12.7 12.7 114 185
Nova Scotia 16.5 194 234 235
New Brunswick 18 159 18 198
Quebec 16.3 19.3 21.4 22
Ontario 11.6 16.3 20.8 20.3
Manitoba 22.7 24.2 26.1 26.6
Saskatchewan 22 24 24.8 22.3
Alberta 191 24.5 20.6 20.7
British Columbia 14.7 19.3 21.5 20.2
Canada 15.3 19.2 21.3 21.1

! based on Statistics Canada' s Low Income Cut-offs
Source: The National Anti-Poverty Organization Web page (http://www.napo-onap/nf-und18.htm) using Statistics Canada,
Survey of Consumer Finances data
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TABLE 3: Comparison of Maximum Federal Benefits

July 1993 - July 1997 July 1997 July 1998
CTB with Canada Child

Base Child With EIS EISt 23 Tax Benefit: 45
Tax Benefit -2

1 child 1020 1520 1625 1805

2 children 2040 2540 3050 3410

3 children 3135 3635 4475 5015

4 children 4230 4730 5900 6620

1.Plus $213 for each child under seven when no child care expenses are claimed.

2.Provinces/territories may request the federal government to vary the amount of base CTB payable to familiesin their
jurisdiction. Alberta and Quebec maximum amounts depend on the age of the children, as well as the number (Quebec).
3.EISwas restructured and increased in 1997 - base child tax benefit remained unchanged.

4.There are no longer any additional benefits for low-income working families but provinces may reduce social assistance
payments in equivalent amounts to the increases in benefit payments providing they shift the resources into programs to assist
low-income children and low-income working parents.

5. In July 2000, the supplement will increase by another $170 per child per year. In addition to increasing the amount paid,
the benefit will also be paid to more families. Currently, the National Child Benefit Supplement is paid to families with
incomes of up to $25,921 (for families with up to three children). In July 1999, the National Child Benefit Supplement will be
paid to families with incomes up to $27,750 and in July 2000, the income level will be extended further to $29,590.
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TABLE 4: Quebec Allowances (additional to the Child Tax Credit)

Y ear Family Y oung Child Newborn
(Monthly) (since 1989) (since 1988)
1986 (Monthly) (singleX)
1% Child 8.22 8.34 (1989) 500 (1988)
2" Child 10.97 16.67 (1989) 500 (1988)
3 Child 13.71 41.67 (1989) 3000 (1988)
4™ Child + 16.43 41.67 (1989) 3000 (1988)
1% Child 10.7 9.58 500
1992 2" Child 14.25 19.15 1000
3 Child 17.82 47.87 8000
4™ Child + 41.35 47.87 8000
1% Child 10.91 9.77 500
1993 2" Child 14.54 19.53 1000
3 Child 18.18 48.83 8000
4™ Child + 21.78 48.83 8000
1% Child 10.91 9.77 500
1996 2" Child 14.54 19.53 1000
3 Child 18.18 48.83 8000
4™ Child + 21.78 48.83 8000

*The payment for first child is made after birth, 2™ is made at half at birth and half and one year old. 3" and subsequent are quarterly

payments until the child isfive.
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TABLE 5: Social Assistance Entitlements, 1986 and 1996, by Province.

Single Parent, one child Couple, two children
% change % change
1986 | 1995 | 1996 1986 | 1995 | 1996
1995 | 1986 1995 | 1986
-1996 | -1996 -1996 | -1996

Nfld | 11521 | 11442 | 11262 |-1.6 -2.2 13327 | 12381 | 12186 | -1.6 -8.6

PElI | 11765 | 10733 | 10242 | -4.6 -12.9 | 17240 | 16117 | 14873 | -7.7 -13.7

NS | 10863 | 10729 | 10560 | -1.6 -2.8 13076 | 12672 | 13602 | 7.3 4

NB |[9286 [9628 |9573 |-0.6 3.1 10045 | 10778 | 10711 | -0.6 6.6

Que | 10951 | 11713 | 11528 |-1.6 5.3 14154 | 13741 | 13524 | -1.6 -4.5

Ont | 12456 | 14535 | 11940 | -179 |-4.1 15505 | 18716 | 15428 | -17.6 |-0.5

Man | 10661 [ 9790 |9636 |-1.6 -9.6 16153 | 17042 | 15273 | -10.4 |-5.4

Sask | 11853 | 10548 | 10381 | -1.6 -12.4 | 16627 | 15040 | 14803 | -1.6 -11

Alta | 12036 | 9339 [9192 |-1.6 -23.6 | 17895 | 14856 | 14622 | -1.6 -18.3

BC |10574 | 12155 | 11964 |-1.6 131 14443 | 15502 | 15258 | -1.6 5.6

In constant $1996

Source - Information obtained from Canadian Council on Social Development Web site
(http://www.ccsd.ca/98/fs 96wel.htm) Table prepared by Centre for International Statistics at
the Canadian Council on Social Development, using National Council of Welfare Data,
Welfare Incomes 1996, Winter 1997-98.
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Table 6: Welfare Income as a Percent of the Poverty Line over Time

Province % change
1986 | 1992 | 1996 86.92 | 92-96 | 86.96
Nfld Single Parent one child 68 71 68 4.4 -4.4 0
Couple Two children 58 56 53 -3.4 5.7 -8.6
PEI Single Parent one child 71 71 64 0 -9.9 -9.9
Couple Two children 74 73 64 -14 | -123 | -135
NS Single Parent one child 64 67 64 4.7 -4.7 0
Couple Two children 57 57 58 0 18 18
NB Single Parent one child 56 55 59 -1.8 7.3 54
Couple Two children 46 45 48 -2.2 6.7 4.3
Quebec Single Parent one child 57 59 60 35 17 5.2
Couple Two children 54 52 51 -3.7 -19 -5.6
Ontario Single Parent one child 64 80 63 25 -21 -1.6
Couple Two children 58 73 57 259 | -21.9 | -1.7
Manitoba Single Parent one child 56 60 52 7.1 -133 | -7.1
Couple Two children 60 68 56 133 | -176 | -6.7
Saskatchewan  Single Parent one child 70 66 63 -5.7 -4.5 -10
Couple Two children 70 65 62 -7.1 -46 | -114
Alberta Single Parent one child 61 57 50 -66 | -123 | -18
Couple Two children 66 61 55 -7.6 -9.8 16.7
BC Single Parent one child 55 64 63 16.4 -1.6 145
Couple Two children 54 56 56 3.7 0 3.7

from National Council of Welfare (Winter 1999-2000) “Welfare Incomes 1997 and 1998"

table 6 page 56-57
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TABLE 7: Social Assistance Changes between 1993 and 1996

Newfoundland

Rate Changes: No Significant Changes

Other Changes: 1996 - Changes to health care subsidies &
Income tax rebate clawbacks introduced

PEI Rate Changes: Shelter rates reduced by approximately 37% (May, 1994).
Other Changes:1994-GST rebate included in income calculation
Nova Scotia Rate Changes. Shelter rates reduced by approximately 36% (April 1, 1996).

Other Changes: 1996 -$3/prescription(max $150/year for drugs)

New Brunswick

Rate Changes: No Significant Changes - Rates remain the lowest in Canada.

Other Changes:

Quebec Rate Changes: Rate reduced by $50 ($30)/month if available but not participating
(participating) in work program; Increase in penalty for refusing to search for or take work
or quitting ajob; increase of $50 to $150/month for first refusal or quit and a maximum of
$300/month for second refusal or quit (April 1, 1996).

Other Changes: 1994-pay 25% prescription drug (max $200/yr)

Ontario Rate Changes. Rates reduced by 21.6% except for disabled and seniors (Oct. 1, 1995).
Other Changes: 1995 - $2/prescription fee

Manitoba Rate Changes: 10% cut for employable singles and families without children. 2% decrease
to overall budget for single-parent families (May 1, 1996).

Other Changes:1994- special needs category cancelled (was $150 for winter clothes,
furniture etc) 1996- ineligible for provincial property and cost-of-living tax credits.

Saskatchewan Rate Changes. No Changes.

Other Changes.

Alberta Rate Changes. Basic Rates cut 13% for single employable and families (1993)

Other Changes: 1993 - drug coverage limited to life sustaining drugs, No last months rent or
utility hook-up.

British Columbia | Rate Changes: Basic Rates for employable youth and adults reduced by 8-10%; Non-shelter

portion of benefits cut by 20% (1995)

Other Changes: natal allowances increased from $25 to $40/month (til 7 mon). Health Care
service supplements decreased.

Source: NAPO “Monitoring the Impacts on Socia Assistance Recipients of Welfare Cuts and Changes. An
Overview, Ottawa, October 1996
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TABLE 8: Poverty and Inequality Measures - Income*

Private Income? Net Income® Total Expenditure’

1986 | 1992 | 1996 | 1986 | 1992 | 1996 | 1986 | 1992 | 1996
10% 351 86 145 | 759 796 7 766 795 770
25% 1058 954 | 1062 | 1142 | 1150 | 1220 | 1013 | 1037 | 1007
Median 1707 | 1788 | 1866 | 1556 | 1605 | 1692 | 1290 | 1318 | 1322
Mean 1763 | 1836 | 1931 | 1627 | 1702 | 1768 | 1346 | 1393 | 1379
75% 2435 | 2571 | 2715 | 2047 | 2125 | 2203 | 1641 | 1704 | 1673
90% 3099 | 3500 | 3545 | 2543 | 2717 | 2817 | 1985 | 2095 | 2066

Inequality
90/10 884 14087 | 2438 | 335 | 341 | 366 | 259 | 263 | 2.68
75125 2.30 270 | 25 | 1.79 | 185 | 181 | 162 | 1.64 | 1.66
Gini 0.330 | 0372 | 0.361 | 0.234 | 0.242 | 0.245 | 0.199 | 0.199 | 0.202
A(0.5) -- -- -- 0.044 |1 0.047 | 0.049 | 0.032 | 0.031 | 0.032
A1) -- -- -- 0.090 | 0.094 | 0.100 | 0.064 | 0.063 | 0.065
A(2) -- -- -- 0.184 | 0.188 | 0.205 | 0.131 | 0.126 | 0.130
Poverty

FGT(1) 0.123 | 0.155 | 0.120 | 0.031 | 0.026 | 0.333 | 0.011 | 0.007 | 0.008
%<0.5* median® 20.6 238 | 223 | 133 | 126 | 136 6.8 54 6.1
%<0.5* 1986 20.6 238 | 21.7 | 133 | 123 | 121 6.8 51 6.0
median®
0.5*median 905.1 | 904 925 858 867 905 688 692 691
Income
Measures’

1 Monthly 1992 dollars. Equivalence scale - square root of household size. Reweighted by (households weights
* # of children in household).
2 Equivalent Earned Income.

3 Equivaent Income after taxes and transfers.

4 Equivalent Total household expenditure
5 In all cases we compare to the median of the complete population, weighted by household weights.
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TABLE 9: Poverty and Inequality Measures - Expenditure*

Total Expenditure Expenditure on Food Expenditure on
Children’s Clothing

1986 | 1992 | 1996 | 1986 | 1992 | 1996 | 1986 | 1992 | 1996
10% 766 795 770 182 168 154 6.79 | 6.67 | 441
25% 1013 | 1037 | 1007 | 229 213 202 | 212 | 191 | 161
Median 1290 | 1318 | 1322 | 293 272 268 | 39.7 | 36.8 | 313
Mean 1346 | 1393 | 1379 | 306 285 276 | 448 | 418 | 36.7
75% 1641 | 1704 | 1673 | 369 | 345 | 338 | 636 | 60 | 523
90% 1985 | 2095 | 2066 | 452 | 423 | 405 | 89.1 | 831 | 76.7

Inequality
90/10 259 | 263 | 268 | 249 | 252 | 263 | 1311 | 1246 | 17.41
75125 162 | 164 | 166 | 161 | 162 | 1.67 | 3.00 | 3.14 | 3.24
Gini 0.199 | 0.199 | 0.202 | 0.193 | 0.197 | 0.203 | 0.394 | 0.396 | 0.415
A(0.5) 0.032 | 0.031 | 0.032 | 0.030 | 0.031 [ 0.033 | -- -- --
A(D) 0.064 | 0.063 | 0.065 | 0.061 | 0.063 | 0.068 | -- -- --
A(2) 0.131 | 0.126 | 0.130 | 0.128 | 0.129 | 0.142 -- -- --
Poverty

FGT(2) 0.011 | 0.007 | 0.008 | 0.011 | 0.010 | 0.013 | 0.128 | 0.131 | 0.141
%<0.5* median® 6.8 5.4 6.1 52 52 6.5 214 | 229 | 239
%0<0.5* 1986 6.8 5.1 6.0 52 7.1 9.9 214 | 244 | 30.1
median?
0.5* median? 688 692 690 154 141 139 186 | 175 | 153

1 Monthly 1992 dollars divided by square root of household size., Households with children only, weighted by
(households weights * # of children in household)

2 In all cases we compare to the median of the complete population, weighted by household weights.
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TABLE 10: Equivalent Total Expenditure*

Individual® Househol @ Family* Children®

1986 | 1992 | 1996 | 1986 | 1992 | 1996 | 1986 | 1992 | 1996 | 1986 | 1992 | 1996
10% 786 802 699 748 766 774 774 807 770 766 795 770
25% 1042 | 1052 | 1058 997 1007 | 1010 | 1041 | 1048 | 1021 | 1013 | 1037 | 1007
Median | 1376 | 1385 | 1382 | 1345 | 1359 | 1354 | 1341 | 1345 | 1345 | 1290 | 1318 | 1322
Mean 1447 | 1473 | 1462 | 1441 | 1462 | 1449 | 1393 | 1417 | 1400 | 1346 | 1393 | 1379
75% 1777 | 1805 | 1781 | 1788 | 1804 | 1777 | 1699 | 1724 | 1715 | 1641 | 1704 | 1673
90% 2179 | 2239 | 2500 | 2224 | 2269 | 2248 | 2063 | 2107 | 2096 | 1985 | 2095 | 2066

Inequality
90/10 277 2.79 2.76 2.98 2.96 291 2.67 261 272 2.59 2.63 2.68
75125 1.71 1.72 1.68 1.79 1.79 1.76 1.63 1.65 1.68 1.62 1.64 1.66
Gini 0.214 | 0.215 | 0.211 | 0.229 | 0.230 | 0.224 | 0.201 | 0.200 | 0.205 | 0.199 | 0.199 | 0.202
A(0.5) 0.036 | 0.037 | 0.035 | 0.041 | 0.041 | 0.039 | 0.032 | 0.032 | 0.033 | 0.032 | 0.031 | 0.032
A(D) 0.072 | 0.073 | 0.070 | 0.081 | 0.082 | 0.078 | 0.067 | 0.063 | 0.067 | 0.064 | 0.063 | 0.065
A(2) 0.144 |1 0.143 | 0.138 | 0.159 | 0.157 | 0.151 | 0.133 | 0.127 | 0.134 | 0.131 | 0.126 | 0.130
Poverty

FGT(1) | 0.008 | 0.006 | 0.006 | 0.009 | 0.007 | 0.008 | 0.010 | 0.007 | 0.009 | 0.011 | 0.007 | 0.008
%<0.5* 57 5.2 4.7 7.0 6.4 57 6.4 5.2 6.2 6.8 54 6.1
median®
%<0.5* 5.7 5.0 4.6 7.0 6.2 5.6 6.4 51 6.1 6.8 51 6.0
1986
median®
0.5* 688 692 691 688 692 691 688 692 691 688 692 691
median®

1 Monthly 1992 dollars divided by square root of household size.

2 Complete population, weighted by (household weights * hhsize).
3 All households weighted by household weights.
4 Households with children only, weighted by household weights.
5 Households with children only, weighted by (households weights * # of children in household)
6 In all cases we compare to the median of the complete population, weighted by household weights.




TABLE 11: Equivalent Total Expenditure® - Different Equivalent Scales

/(Household size)®°2 /Household size? /OECD scale* /1°

1986 | 1992 | 1996 | 1986 | 1992 | 1996 | 1986 | 1992 | 1996 | 1986 | 1992 | 1996
10% 766 795 770 365 392 383 560 610 576 1536 | 1540 | 1503
25% 1013 | 1037 | 1007 | 468 504 491 725 763 743 | 2096 | 2077 | 2034
Median | 1290 | 1318 | 1322 624 652 652 941 974 971 2696 | 2677 | 2701
Mean 1346 | 1393 | 1379 | 660 699 689 982 | 1039 | 1020 | 2787 | 2811 | 2804
5% 1641 | 1704 | 1673 811 858 833 1200 | 1262 | 1230 | 3420 | 3436 | 3428
90% 1985 | 2095 | 2066 | 988 | 1058 | 1179 | 1441 | 1557 | 1527 | 4138 | 4256 | 4321

Inequality
90/10 259 | 263 | 268 | 271 | 270 | 270 | 257 | 255 | 265 | 269 | 276 | 282
75125 1.62 164 1.66 1.73 1.70 1.70 1.66 1.65 1.66 1.63 1.65 1.69
Gini 0.199 | 0.199 | 0.202 | 0.217 | 0.210 | 0.212 | 0.204 | 0.200 | 0.203 | 0.201 | 0.208 | 0.213
A(0.5) 0.032 | 0.031 | 0.032 | 0.038 | 0.035 | 0.035 | 0.033 | 0.032 | 0.032 | 0.033 | 0.034 | 0.036
A(D) 0.064 | 0.063 | 0.065 | 0.075 | 0.069 | 0.070 | 0.067 | 0.063 | 0.065 | 0.067 | 0.069 | 0.074
A(2) 0.131 | 0.126 | 0.130 | 0.150 | 0.136 | 0.137 | 0.135 | 0.125 | 0.128 | 0.134 | 0.141 | 0.152
Poverty

FGT(1) | 0.011 | 0.007 | 0.008 | 0.022 | 0.016 | 0.017 | 0.015 | 0.010 | 0.011 | 0.010 | 0.007 | 0.008
%<0.5* 6.8 54 6.1 11.9 101 11.3 8.5 7.2 1.7 5.2 4.5 53
median®
%<0.5* 6.8 5.1 6.0 119 8.6 9.5 85 5.7 6.6 5.2 48 5.7
1986
median®
0.5* 688 692 691 377 395 393 537 553 559 1263 | 1239 | 1229
median

1 Monthly 1992 dollars divided by aternative equivalence scales. Reweighted by (households weights * # of

children in househol d)

2 total expenditure/(# in household)®*.

3 total expenditure/(# in household).

4 total expenditure/(1.0 + 0.7* (# adults-1) + 0.5(# of children).

5 total expenditure.

6 In all cases we compare to the median of the complete population, weighted by household weights.

45




Table 12: Decompositions of Equivalent Total Expenditure

Group 1986 1992 1996
% % % Mean % % % Mean % % % Mean
Pop Poor Total Gap Pop Poor | Tota Gap Pop Poor Total Gap
Group Poor Group | Poor Group Poor
Family Type
Married 86.9 45 57.5 1241 | 80.6 33 493 | 108.0 | 791 35 45.4 83.3
Lone Parent 10.3 27.0 40.9 99.9 15.7 16.6 48.3 73.2 13.6 218 48.6 93.1
Other 3.8 53 3.0 83.8 3.7 29 2.0 43.0 7.3 3.6 4.3 148.6
Age of Head of Household
<=25 44 15.3 9.9 123.2 3.6 17.2 115 62.7 3.8 249 155 104.0
26-35 415 7.6 46.4 105.5 | 39.9 6.3 46.6 | 103.8 | 36.8 7.5 45.2 96.3
>36 54.1 5.6 44.6 118.7 | 56.5 4.0 419 818 59.4 3.9 38.0 79.4
Region
Atlantic 10.1 12.7 18.9 126.4 9.0 10.9 18.2 98.7 7.6 9.4 11.7 114.4
Quebec 25.6 84 31.6 85.0 249 6.9 318 817 24.1 6.9 27.3 92.1
Ontario 34.7 6.5 33.2 128.3 | 36.9 3.6 24.6 93.5 375 5.8 35.7 69.0
Prairies 18.8 4.6 12.7 1324 | 17.7 6.0 19.7 91.0 18.3 5.8 174 109.4
BC 10.7 2.7 4.2 88.6 11.6 2.6 5.6 88.2 125 3.6 74 111.6
Poverty 6.8 54 6.1
Rate
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Table 13: Inequality by Subgroup and Decompositions - Total Expenditure

Group 1986 1992 1996
A(05) | A@0 | A@5 | A@05) | ARLO) | AR5 | AO5) | A@LO) | A@LSD)
Family Type
Married 0.0288 0.0583 0.1194 | 0.0276 | 0.0555 | 0.1129 | 0.0281 | 0.0563 | 0.1129
LoneParent | 0.0413 | 0.0800 | 0.1488 | 0.0420 | 0.0804 | 0.1463 | 0.0425 | 0.0816 | 0.1496
Other 0.0260 0.0520 0.1036 | 0.0283 | 0.0573 | 0.1151 | 0.0310 | 0.0624 | 0.1261
Decomposition
Total 0.0318 0.0641 0.1305 | 0.0313 | 0.0628 | 0.1260 | 0.0324 | 0.0650 | 0.1299
Within 0.0297 | 0.0598 | 0.1212 | 0.0295 | 0.0588 | 0.1173 | 0.0299 | 0.0595 | 0.1177
Between 0.0021 0.0044 0.0094 | 0.0018 | 0.0040 | 0.0087 | 0.0025 | 0.0055 | 0.0122
Age of Head of Household
<=25 0.0327 0.0650 0.1286 | 0.0364 | 0.0705 | 0.1307 | 0.0450 | 0.0872 | 0.1623
26-35 0.0319 | 0.0642 | 0.1292 | 0.0305 | 0.0611 | 0.1239 | 0.0328 | 0.0656 | 0.1302
>36 0.0300 0.0608 0.1252 | 0.0299 | 0.0599 | 0.1200 | 0.0295 | 0.0591 | 0.1184
Decomposition
Total 0.0318 0.0641 0.1305 | 0.0313 | 0.0628 | 0.1260 | 0.0324 | 0.0650 | 0.1299
Within 0.0308 | 0.0623 | 0.1270 | 0.0303 | 0.0607 | 0.1218 | 0.0311 | 0.0622 | 0.1238
Between 0.0010 0.0018 0.0035 | 0.0011 | 0.0021 | 0.0042 | 0.0013 | 0.0028 | 0.0061
Region
Atlantic 0.0339 0.0677 0.1348 | 0.0317 | 0.0630 | 0.1243 | 0.0342 | 0.0680 | 0.1345
Quebec 0.0338 | 0.0676 | 0.1338 | 0.0322 | 0.0639 | 0.1254 | 0.0297 | 0.0595 | 0.1189
Ontario 0.0301 0.0616 0.1297 | 0.0293 | 0.0592 | 0.1219 | 0.0324 | 0.0652 | 0.1308
Prairies 0.0307 | 0.0620 | 0.1258 | 0.0314 | 0.0628 | 0.1246 | 0.0319 | 0.0637 | 0.1270
BC 0.0250 0.0499 0.0987 | 0.0260 | 0.0522 | 0.1045 | 0.0316 | 0.0639 | 0.1303
Decomposition
Total 0.0318 0.0641 0.1305 | 0.0313 | 0.0628 | 0.1260 | 0.0324 | 0.0650 | 0.1299
Within 0.0309 | 0.0624 | 0.1270 | 0.0301 | 0.0603 | 0.1212 | 0.0317 | 0.0636 | 0.1275
Between 0.0009 0.0017 0.0035 | 0.0012 | 0.0025 | 0.0047 | 0.0007 | 0.0013 | 0.0023
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Figure 1

Poverty Rates (Total, Seniors, and Families with Children)
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source-  Licos- Statistics Canada - Lico for Family of Four living in Urban Area of size 100k-500k
Median Income and Expenditures - Calculated from Famex

49



Ratio to 1986

+ 96 ° 92

1.5

\ \ \ \ \ \
10 25 50 75 90 100

Private_ Incon_we Percentile
FIG 4: Real Equiv Private Income

- 1986 + 1992
o 1996

\
.5 1
Cum. Pop. Prop.

FIG 5: Transformed Lorenz Curve: Private Income

Cummulative Population Share-Cumulative Income Sha
Equivalent Private Income
O— o

50



Ratio to 1986

Cummulative Population Share-Cumulative Income Sha

Equivalent Net Income

+ 96 ° 92

1.5 7

iFy

\ \ \ \
10 25 50 75 90 100
Net Income Percentile

FIG 6: Real Net Income

- 1986 + 1992
o 1996

IEAA SRR Sq Y
A
N
ks

o)

\ \
0] .5 1
Cum. Pop. Prop.
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