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Outline

• Key Trends 
– Canada faces a number of social challenges (persistent 

low income, vulnerable groups, income inequality)

• Government Commitments
– The Government has made a number of commitments 

to address these trends (poverty reduction, social 
infrastructure, early learning and child care, social 
innovation and social finance).

• Future Work
– These new commitments will require thorough 

consultation and collaboration with stakeholders.
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Key Trends
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• The drop in low income among Canada’s seniors is a 
public policy success story.
– From a high of  30.4% in 1977 (using after-tax Low 

Income Cut-offs or LICOs) to 5.2% in 2011 (the 
latest year allowing for historical comparisons).

– To a large extent, this drop can be explained by 
public pension reforms.

• However, for the rest of the population, low-income 
rates have mostly followed the business cycle.
– There has been some progress for children (8.5% 

in 2011 compared to 11.9% at the 1989 business 
cycle peak).  Lone-parent families, in particular, 
have experienced improved economic conditions, 
notably as a result of public programs rewarding 
their work effort.

– But for working-age Canadians in general, there 
has been no progress when compared to before 
the early 1990s recession (9.7% in 2011 vs. 9.3% 
in 1989).

Incidence of low income, after-tax LICOs by age,  
1976 to 2011
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Source: Statistics Canada, Income in Canada 2011, 2012.

Seniors’ low-income rates are much lower than in the past, but little 
progress has been made among working-age Canadians
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Low-income rates remain high for some at-risk groups and working does not 
guarantee an exit from poverty

• In Canada, five working-age groups experience higher 
rates of low income and persistent low income (i.e., low 
income in four or more years over a six-year period).

• Among seniors, the main at-risk group is the unattached, 
representing 79% of all seniors in low income (10.7% of 
unattached seniors are in low income). 

• Children in a family with at least one member in an at-
risk group run a higher risk of experiencing low income: 
17% vs. 8.5% for all Canadian children (2011).

• In 2011, 3.4% of Canadians (688,000) were part of 
working-poor households ( i.e., where the main income 
recipient works at least 910 hours a year - full-time for at 
least half the year).

• These persistent vulnerabilities may be a signal that 
traditional supports and services are failing to reach 
them and more innovative approaches are required.

Low-income rates (after-tax LICOs) among Canada’s at-risk groups

Source: Statistics Canada, Canadian Income Survey 2011, 2012, 2013.
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Income inequality is at or near historically high levels, driven mainly by 
market income inequality

• Income inequality has generally been stable since about 
2000, at or near historically high levels, after increasing in 
the 1980s and, even more so, the 1990s.
– While some changes to the tax and transfer system 

in the 1990s made it less redistributive, higher levels 
of inequality are mostly due to higher levels of 
market income inequality.

• Increased market income inequality has been driven by 
particularly strong growth in top incomes, but also 
stagnation among the two bottom quintiles (i.e., their 
gains in market income since the mid-1990s have only 
compensated for their losses in the first half of the 
1990s).
– Market income growth for the bottom three 

quintiles since the mid-1990s has been due mostly 
to higher employment rates (particularly among 
women), not higher wages.  Where will such growth 
come from now that there is lesser progress to be 
made in terms of employment rates?

Source: Statistics Canada, CANSIM table 202-0706.
Note: Market income of individuals, where each individual is represented by 
their adjusted economic family income.
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Canada has been among leading countries in terms social mobility, but there 
are signs of decline

• While there is no evidence of a causal relationship between 
income inequality and intergenerational income mobility (i.e., 
mobility in relation to parental income, a proxy for equality of 
opportunity), they are strongly correlated (i.e., where mobility is 
high, inequality is typically low, and vice-versa).

• Canada has been among leading countries in intergenerational 
income mobility, despite relatively high income inequality.
– However, we lack the data to know if this still holds for 

cohorts born after 1970.
– Are higher levels of inequality indicative of decreased future 

mobility?  Or will Canada’s public education infrastructure 
ensure the mobility of future generations?

• There is, however, evidence that year-to-year (i.e., intra-
generational income mobility) has been declining somewhat 
since the 1990s.
– This points to a risk of “getting stuck” in lower income, 

which could reduce incentives to work and invest in human 
capital among disadvantaged groups.

More inequality is associated with less mobility 

across the generations

Source: Miles Corak (2013).
Note: Income inequality is measured as the Gini coefficient, 
using disposable household income for about 1985 as provided 
by the OECD.
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Childcare and Housing
Childcare

• Research shows there are strong positive relationships between early learning and child care (ELCC), parental 
labour market participation and child development outcomes.  Canada does well on these measures, but there is 
room for improvement in some areas and signs of concern in others.
– Employment for women with children remains slightly lower than for women without children, and certain 

populations continue to be under-represented (Aboriginal women, female lone-parents, etc.).

– Providing additional flexibility around parental leave could help some families.

– There are persistent concerns about children’s readiness to learn, particularly among vulnerable groups. 

• Evidence suggests the availability and affordability of child care may be a factor.

– Demand continues to exceed supply of regulated spaces and affordability remains a concern for many.

Housing

• In 2011, 12.5% of households were in core housing need (1.55 million households).

– CMHC defines core housing need as situation where a household’s housing falls below at least one of the 
adequacy, affordability or suitability standards and it would have to spend 30% or more of its total before-tax 
income to pay the median rent of alternative local housing that is acceptable.

– On-reserve, 33.4% of aboriginal households were in housing need and 50% of homes require major repair and / or 
mold remediation.

• Lack of affordable housing is driven in part by high demand for rental housing, especially in urban areas with an 
average vacancy rate for purpose-built rentals of 2.9%; Vancouver and Toronto rates are especially low,  at 1.4% 
and 1.8% respectively.
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Mandate Commitments
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Mandate Commitments (1)

The Government has strongly signalled its commitment to addressing some of these 
issues via commitments made in various ministerial mandate letters.  These 
commitments present a clear opportunity to rethink how we tackle complex social 
challenges and strengthen Canada’s social architecture. Minsters have been 
mandated to:

• Develop a Canadian Poverty Reduction Strategy that would set targets to reduce 
poverty and measure and publicly report on our progress [Minister of Families, 
Children and Social Development]

• Launch consultations with provinces and territories and Indigenous Peoples on a 
National Early Learning and Childcare Framework [Minister of Families, Children 
and Social Development]

• Develop a 10-year plan to deliver significant new funding to provinces, territories 
and municipalities on a variety of issues, including social infrastructure (affordable 
housing, seniors’ facilities, early learning and child care, and cultural and 
recreational infrastructure) [Minister of Infrastructure and Communities]
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Mandate Commitments (2)

• Develop a Social Innovation and Social Finance strategy [Ministers of Families, 
Children and Social Development and Employment, Workforce Development and 
Labour]

• Additionally, there was tasking in the mandate letters of other Ministers to work 
on several related priorities:
– The Minister of National Revenue was directed to work with the Minister of Finance to develop a 

new legislative framework to support the charitable and non-profit sectors, including working 
specifically on social finance and social enterprise.

– The Minister of Public Services and Procurement was tasked with modernizing procurement 
practices, including developing social procurement strategies.  

– The President of the Treasury Board was tasked to develop new performance standards, improve the 
use of evidence and data in programming, and ensure other Ministers are devoting a fixed 
percentage of program funds to experimenting with new approaches to existing problems.

– The Minister of Employment, Workforce Development and Labour was tasked with a number of 
priorities, including improving employment insurance to better align with the labour market, 
improving access to job training, and making post-secondary education more affordable.
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Underlying Principles

Underlying principles that are driving these 
commitments include:

- Commitment to middle class prosperity;

- A focus on addressing income inequality;

- Federal / Provincial / Territorial collaboration and 
partnership;

- A renewal of the relationship with Indigenous peoples, 
including Nation-to-Nation cooperation; and

- The importance of evidence, experimentation and 
measurement.
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Social Innovation
• In addition to the Mandate commitment, the Government of Canada has already 

begun exploring the issue of social innovation, including its potential to give rise to 
new economic activity and the creation of new mechanisms for social inclusions.

• Across Canada, the not-for-profit sector — facing growing demand for its services 
and a shrinking pool of traditional funds — is embracing socially innovative 
techniques and programs.

• To respond to innovations from the community sector, governments (both 
internationally and across multiple jurisdictions within Canada) have also begun to 
pursue innovative techniques and programs.
– These new approaches build on a tradition of seeking new solutions to problems, but also 

emphasize a strong focus on evidence and outcomes and on bringing new partners and 
sources of (often private) capital to bear on social and economic problems.

• To-date, government has begun studying a number of social innovations:
– Leveraging and matching;
– Pay-for-performance;
– Social finance, including social impact bonds and micro-loans; and
– The social enterprise business model.
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Future Work
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Future Work

• As a first step, consultations will  be undertaken to 
help us deliver on the Government’s commitments, 
specifically on:
– The Canadian Poverty Reduction Strategy;

– The Social Innovation and Social Finance Strategy; and

– The National Early Learning and Child Care Framework.

15


