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ABSTRACT 

Over the last quarter of the 20 t h Century, the Canadian federal government 

progressively disengaged from the social policy field, essentially reversing the trend of 

the previous 25 years. The change entailed the loss of the social safety net established 

through the network of federal programs created within the welfare state framework, in 

effect dismantling the Canadian welfare state. In their place, programs targeted at the 

poor, marginalized and dispossessed emerged. This dissertation is an effort to understand 

the nature of the Canadian welfare state and to explore the impact of federal 

disengagement from social policy under the rubric of social policy reform, focusing on a 

group recognized in the national social policy debates over the last quarter century as 

vulnerable and in need of protection from the vicissitudes of a market economy. 

The research design for this study may be described as exploratory as the central 

purpose of the study is to explore at least proximate answers to two questions that lie at 

the heart of the study: 1) does federal social policy matter in terms of addressing social 

problems like child poverty; and 2) can targeted social programs alone ameliorate a 

national social problem like child poverty. Both qualitative and quantitative methods 

were used in the framework of exploratory analysis to examine the nature of the 

relationship between trends in federal social policy and trends in poverty. 

For the qualitative component, a case study method was utilized to explore the 

th 

trajectory of Canadian social policy over the second half of the 20 Century. Over this 

period, two contrasting models for social policy development were identified that set the 

agenda for social policy reform - the welfare state model and the welfare reform model. 
i i i 



The models were contrasted with respect to principles, plans and course of action. The 

principles of each model were located in the definition of social policy reform. The 

nature of the two models was explored quantitatively through regression analysis, which 

examined the impact of federal social policy on child poverty under each model. Based 

on the qualitative and quantitative exploration, the study concluded that there is sufficient 

evidence that federal social policy does matter in addressing a national social problem 

like child poverty and that targeted social programs alone are insufficient to ameliorate 

such a problem to warrant further study. 
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CHAPTER 1 

INTRODUCTION TO STUDY 

Over the last quarter of the 20 t h Century, the Canadian federal government 

progressively disengaged from the social policy field, essentially reversing the trend of 

the previous 25 years. The change entailed the loss of the social safety net established 

through the network of federal programs created within the welfare state framework, in 

effect dismantling the Canadian welfare state. In their place, programs targeted at the 

poor, marginalized and dispossessed emerged. This dissertation is an effort to understand 

the nature of the Canadian welfare state and to explore the impact of federal 

disengagement from social policy under the rubric of social policy reform, focusing on a 

group recognized in the national social policy debates over the last quarter century as 

vulnerable and in need of protection from the vicissitudes of a market economy. 

Campaign 2000 represented a broad coalition of non-governmental organizations 

(NGOs) addressing the problem of child poverty. It was catalyzed by the House of 

Commons in 1989 with a unanimous resolution "to seek to achieve the goal of 

eliminating poverty among Canadian Children by the year 2000" (quoted in Hughes, 

1995, p. 780). The resolution reflected the level of national concern about the social 

problem of child poverty and the national consensus that federal social policy was a 

means to achieve this objective. Over the second half of the 20 t h Century, in fact, there 

was a national consensus in Canada that federal social policy could and should be used to 

provide a social safety net for Canadians. The House of Commons resolution, however, 
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was the last hurrah for that consensus as a direct federal role in social policy was rapidly 

diminishing in the process of social policy reform. 

Objectives of the Study 

The relationship between changes in federal social policy and poverty are the 

focus of this study. The study explores the relationship between federal social policy and 

poverty, focusing on the process of social policy reform initiated in the eighties and child 

poverty. In other words, it examines the relationship between trends in federal social 

policy and trends in poverty in Canada. The purpose of the study is specified by the 

following objectives: 

1. to examine trends in poverty in the context of trends in federal social 

policy in Canada in the last half of the 20 t h Century; 

2. to examine provincial trends in child poverty in Canada (1971 -1996) 

against trends in federal social policy. 

Trends in poverty. Trends in poverty are examined in terms of changes in the 

meaning, measurement and policy response to poverty instituted by the social policy 

reform initiative. Statistics Canada low income cutoffs (LICO) are utilized to examine 

trends in poverty over the period 1971 to 1996. The LICO is used as an indicator of 

poverty. Child poverty is then focused on to examine the impact of changes in federal 

social policy on a vulnerable population. 

Trends in Federal Social Policy. The federal level of government is the focus of 

this study. The concept of policy has three dimensions: the principles, plans and course of 

action (or inaction) of government in a specified field of interest (Pal, 1992). In the case 
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of this study, the field of interest is federal social policy. While Canada's constitution 

invests social policy responsibilities in the provincial level of government, in the post 

World War II era the federal government became a central actor in the social policy 

sphere by virtue of its spending power. Through a system of cost shared programs with 

the provinces, the federal government constructed the welfare state. The welfare state is 

examined in terms of the principles, plans and course of action of federal social policy in 

the post-war period. By the early eighties, however, evidence of a shifting course of 

action was indicated in the changing spending priorities of the federal government. Over 

the next decade, principles and plans followed suit as the social policy agenda changed 

from expansion to contraction of the welfare state (Guest, 1997; Mishra, 1990). The 

shifting course of federal social policy is examined in terms of welfare reform discourse, 

initiated in the seventies, and its impact on social policy in general and poverty in 

particular. 

Provincial trends. As a federation, Canada has two levels of government, each 

level of government being assigned specific powers in the constitution. The constitution 

gives the provinces jurisdiction over "the administration of justice, municipal institutions, 

and the establishment and maintenance of prisons, hospitals, asylums, and charitable 

institutions" (Guest, 1997, p. 6). The federal government has jurisdiction over "defense, 

criminal law, regulation of trade and commerce, banking, currency, rates and measures, 

interprovincial transportation and communication and other matters related primarily to 

economic development" (Guest, 1997, p.6). As a result of the constitutional mandate, 

both health and welfare matters are under provincial jurisdiction. Why, then, examine 
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provincial trends in child poverty to assess federal social policy; or conversely, why focus 

on federal social policy to examine provincial trends in child poverty. Isn't this a matter 

of provincial social policy? This question touches on two fundamental issues underlying 

this study: 1) does federal social policy matter? (specifically, the role of federal social 

policy in ameliorating the risk of impoverishment); 2) can targeted social policies alone 

ameliorate the national problem of poverty? 

Significance of the Study 

The significance of the study derives from several dimensions. First is its 

importance in the context of the state of knowledge on social policy reform as it relates to 

poverty in general, child poverty in particular. As will be discussed in the literature 

review, there is very limited attention to such topics in the research literature on 

developed countries, and almost none on Canada. Therefore, a study of the relationship 

between social policy reform and child poverty in Canada will make an important 

contribution to the literature. This does not only have theoretical relevance; it also has 

practical relevance in the light of public concern about issues of child poverty reflected in 

Campaign 2000. 

Closely related to this is the second dimension. This regards its relation to 

Canadian social policy objectives. The works of Armitage (1996), Banting (1987), and 

Guest (1997) fully describe the changes in Canadian social policy in the post-World War 

II era. The debate about the impact of these changes on the well being of Canadians in 

general, and on vulnerable populations in particular, is highly polemical, however. The 

restructuring of the Canadian economy and the welfare state initiated over the last quarter 
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of the century have intensified the polemics. This study wil l examine the impact of 

changes in federal social policy on one of the most vulnerable demographic groups in 

Canada's population - children. 

The third dimension of significance addresses its relationship to social work 

practice. The history of social work is deeply rooted in the social problems of urban 

poverty spawned by urban-industrial society. In the North American context, ethno-

cultural stratification - precipitated by the combination of mass immigration from 

overseas and racism - compounded the multifarious problems of urban poverty. The 

profession of social work emerged in the framework of the settlement houses and friendly 

visitor services established to assist new immigrants. The label of social work was coined 

at the initiation of the 20 t h Century to describe the services of friendly visitors and 

settlement houses. From the beginning, the role of social work was hotly contested by the 

profession's founders who disputed whether the primary role of social workers should be 

advocacy for social change or the delivery of individualized social services. The dispute, 

rooted in the context of urban poverty, ethno-cultural stratification and racism, is 

institutionalized in the profession's pedagogy and reflected in its code of ethics. 

From this perspective, the study's relevance to social work practice may be 

conceptualized in terms of practice interventions. George and Wilding's (1989) analysis 

of social problems provides an analytic framework for formulating hypothetical 

interventions. This framework links assumptions about the nature of society and human 

nature to ideological models that provide a linkage between assumptions and action. 

Mullaly (1996) related this model directly to social work interventions. Table 1-1 
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summarizes the framework and links the ideological assumptions to orientations toward 

interventions on child poverty. 

Table 1-1: Ideological Models 

Conservative Liberal Social Democratic 
Nature of 
Society 

Core Belief: a self regulating 
system of interdependent 
parts; the market is a 
subsystem that provides the 
natural regulatory function 

Core Value: non interference 
in the natural functioning of 
the system; that is, the market 
provides the essential 
regulatory function through 
competition 

Policy Orientation: 
deregulation and privatization 

Core Belief: a non self 
regulating system of 
interdependent parts. The 
market only provides a 
regulatory function i f 
competition is fair, it must be 
regulated to ensure that 
competition is fair 

Core Value: fair competition, 
humanitarianism, pragmatism, 
community esprit 

Policy Orientation: regulation 
to ensure equality of 
opportunity (fair competition) 
and humanitarian provision to 
the poor, marginalized and 
dispossessed through 
community agencies 

Core Belief: society is 
composed of 
interdependent groups 
organized around 
patterns of cooperation, 
competition, and 
conflict 

Core Value: 
cooperation 

Policy Orientation: 
government provision of 
basic needs outside of 
market 

Human 
Nature 

Core Belief: egotistical, 
egocentric, and acquisitive 

Core Value: individualism, 
accumulation, competition, 
and inequality 

Intervention Orientation: 
protection of individual rights 
and property 

Core Belief: egotistical, 
egocentric, and acquisitive 

Core Value: individualism, 
accumulation, competition, and 
inequality 

Intervention Orientation: 
enforcement of equality of 
opportunity for individuals 

Core Belief: human 
nature is 
multidimensional and is 
shaped by the dominant 
patterns of society 

Core Value: 
cooperation, altruism, 
and creativity 

Intervention 
Orientation: limit both 
the causes and effects of 
inequality 

Nature of 
Child 

Poverty 

Core Belief: a product of 
parental improvidence 

Core Value: compassion 

Intervention Orientation: 
not a public policy 
responsibility; leave it to 
charity 

Core Belief: an individual or 
community problem 

Core Value: paternalism; 
humanitarianism 

Intervention Orientation: 
improve access to child welfare 
services 

Core Belief: a 
byproduct of society's 
economic organization 

Core Value: equality of 
condition 

Intervention 
Orientation: proactive 
intervention to 
ameliorate causes 
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Research Design: Scope of the Study 

Research designs have been defined as "the structure of research - it is the 'glue' 

that holds all of the elements in a research project together." (Trochim, 1996). They 

establish the framework for 1) collecting data relevant to the inquiry; 2) describing the 

data collected; and 3) explaining the data collected. Yin notes that "in the most 

elementary sense, the design is the logical sequence that connects the empirical data to a 

study's initial research questions and, ultimately, to its conclusions" (Yin, 1994; p. 19). 

The research design for this study may be described as exploratory as the central 

purpose of the study is to explore at least a proximate answer to the questions of whether 

federal social policy matters, and whether targeted social programs alone can ameliorate 

the national problem of poverty; two questions really at the heart of the study's 

objectives. Rubin and Babbie (1997) note that such exploration is one of the functions of 

exploratory research. Stebbins (1997) notes that scientific exploration is an "exploration 

which is purposive, systematic, prearranged undertaking" (p. 422) This may be defined as 

the function of an exploratory research design. 

While research designs are generally classified as qualitative or quantitative, in 

social sciences often they are combined in the study of complex, multidimensional 

phenomena (King, Keohane, & Verba, 1994, p 34-65). Elements of both qualitative and 

quantitative design are utilized in this study to explore the multifaceted dimensions of 

welfare reform. 

In this context, the research design has three purposes, which in effect delimit the 

scope of the study: 
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1. to describe social policy reform in a diachronic (before/after reform) 

framework (Chapter 3). 

2. to explore the impact of social policy reform on poverty in general, child 

poverty in particular (Chapters 4 and 5). 

3. to quantitatively examine the impact of social policy reform on child poverty, 

in effect exploring the possibility of causal inferences (Chapter 6). 

Methodology 

Methodology refers to the systematic (logical, transparent and replicable) 

procedures used to collect and analyze data. As suggested above, the research design is 

exploratory and includes both qualitative and quantitative methods. 

Qualitative Methods. According to John W. Creswell (1998) qualitative research 

is "an inquiry process of understanding based on distinct methodological traditions of 

inquiry that explore a social or human problem. The researcher builds a complex, holistic 

picture, analyzes words, reports detailed views of informants, and conducts the study in a 

natural setting" (p. 15). Creswell (1998) identifies a case study as one of five principal 

qualitative methodologies, the other four being biography, phenomenology, grounded 

theory, and ethnography. He defines a case study as "an exploration of a 'bounded 

system' or a case (or multiple cases) over time through detailed, in-depth data collection 

involving multiple sources of information rich in context" (p. 61). He describes the case 

study as including the following structural components - the problem, the context, the 

issues, and the "lessons learned". Y i n (1994, p. 13) describes the logic of the case study 

to include two parameters 
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1. A case study is an empirical inquiry that 

• investigates a contemporary phenomenon within its real-life 

context, especially when 

• the boundaries between phenomenon and context are not 

clearly evident. 

2. The case study inquiry 

• copes with the technically distinctive situation in which there 

will be many more variables of interest than data points, and as 

a result: 

- relies on multiple sources of evidence, with data needing to 

converge in a triangulating fashion, and as another result 

benefits from the prior development of theoretical 

propositions to guide data collection and analysis 

Furthermore, Yin (1994) notes that the case study is one of the commonly used methods 

in social science (p. xiii), commonly used in policy studies(p. 1). According to the Centre 

for Environmental Informatics 

(http://cei.sunderland.ca.uk/archive/enved/ALFA/what.html) 

A case study is a microcosm of the larger world we inhabit. It takes one problem, 

located at a particular point in space and time and explores it from every 

conceivable angle. It is therefore holistic and reveals the inter-relationship and 

inter-connections present in the particular case. 

http://cei.sunderland.ca.uk/archive/enved/ALFA/what.html
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Utilizing Yin's model, a case study method was employed to describe the 

Canadian Welfare State. To maintain a systematic description of the multiple dimensions 

of context, a political economy perspective was adopted. In this case, a classical model of 

political economy was utilized as a heuristic framework "to converge data in a 

triangulating fashion... [and] to guide data collection and analysis," suggested by Yin 

(1994; p. 13). 

The case study is also used to explore the impact of social policy reform on 

poverty. According to Pal (1992), "the use of time series data to establish pre-program 

and post-program comparisons" is a common mode of policy evaluation (p. 50). 

Published reports on poverty provide time series data on poverty rates. These are utilized 

in conjunction with published reports on the impact of poverty on children to explore the 

impact of social policy reform on a specific population. 

Quantitative Methods. For the quantitative component of the study, a hypothesis 

(".. .a conjectural statement about a relation between two or more variables.") (Pedhazur 

& Schmelkin ,1991, p. 194) was derived from each objective: 

Objective 1 : to examine trends in poverty in the context of trends in federal social 

policy in Canada in the last half of the 20 t h Century. 

A . Over the period 1971-1995, federal expenditure on social policy (FESP) will 
be significantly negatively correlated with the number of children living in 
poverty (CP). 

Summary of Objective 1 hypothesis: 
Hypothesis Time X 0 Prediction 

A . N=25( t l 97 I t o t i 995) FESP CPcanada Significant Negative Correlation 
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Objective 2 : to examine provincial trends in child poverty in Canada (1971-

1995) against trends in federal social policy. 

B. Over the period 1971-1995, federal expenditure on social policy (FESP) will 
be significantly negatively correlated with the number of children in a 
province living in poverty (CP). 

Summary of Objective 2 hypothesis: 
Hypothesis Time X 0 Prediction 

A . N=25 (tl971 totl995) FESP CPprovince Significant Negative Correlation 

Operationalization of Child Poverty (CP). For a quantitative assessment of the 

impact of federal social policy on poverty, child poverty is focused on. Child poverty is 

operationally defined as the percentage of the population of persons under 18 years of age 

living at or below LICO. Federal expenditures on social policy are utilized as an indicator 

of federal social policy for a quantitative assessment of the impact of changes in federal 

social policy on child poverty. 

Operationalization of Federal Social Policy. Federal social policy is manifested 

concretely in terms of federal expenditures on social policy. To develop a definition of 

social policy expenditures, however, that is comparable across time is not straightforward 

as it depends on what programs are included/excluded. From year to year, new programs 

emerge, and existing programs are reclassified, expanded, contracted, or eliminated 

altogether. Indeed, the designation of what is a social program is dependent on the way 

programs are configured, classified and administered. This variability renders it virtually 

impossible to formulate a definition of social policy expenditure standardized across time 

that is based on a designation of specific federal programs or federal departments. For this 
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reason, national accounts data on transfer payments to persons and to other levels of 

government were used as a measure of federal expenditure on social policy. 

Thus, federal expenditures on social policy are defined in terms of federal transfer 

payments to persons and to other levels of government. Transfer payments are defined in 

the National Accounts as "unrequited payments involving a unilateral transfer in which 

there is no quid pro quo" (National Income and Expenditure Accounts, Annual). 

Appendix tables D-2 and D-3 identify the programs encompassed in transfer payments to 

persons and transfer payments to other levels of government in the calculation of FESP. 

Regression Analysis. As a tool for the exploration of causality, Thomas Black 

(1999) notes that "ex post facto studies will describe correlational relationships that might 

be causal, but have possible extraneous variables that could be the cause of the outcomes" 

(p. 659). Consistent with the objectives of the study generally and the purposes of the 

research design specifically, regression offers a statistical tool for exploration of causality. 

The time series regression model utilized may be specified as 

Y t =a+bXt+et 

Where Y t is the dependent variable; and X t is the independent variable; a and b are 

estimates of unknown parameters. 
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Limitations of the Study 

The study's research design incorporates both its scope and limitations. According 

to Rubin and Babbie (1997), an exploratory design by its nature represents a logical trade

off between control for insight, rigour for flexibility, explanation for understanding (pp. 

227-228). The conclusions that emanate from an exploratory research design, then, are 

actually only propositions that the results of the case study suggest are worthy of further, 

more rigorous, analysis. According to Rubin and Babbie (1997) "The chief shortcoming 

of exploratory studies is that they seldom provide satisfactory answers to research 

questions. They can only hint at the answers and give insights into the research methods 

that could provide definitive answers" (p. 109) 

Regarding the case study methodology, Yin identifies the major limitations of the 

case study in terms of bias, generalizability, and lengthiness or its tendency toward over-

description (Yin, 1994, pp. 9-11). On the problem of bias, I have attempted to control that 

by use of a developed theoretical framework for data collection and analysis to minimize 

subjective selection bias in data collection and analysis, as recommended by Y i n (1994, 

pp.27-28). For this purpose, I utilized political economy. While the selection of any 

theoretical framework may itself represent a predisposition toward a particular 

worldview, the selection bias inherent in this is explicit rather than implicit, as critiqued 

by the postmodern assessment of the enlightenment. 

On the problem of generalizability as it relates to the case, a single case study is 

not generalizable to other cases in and of itself. In other words, the study of the Canadian 

welfare state in the second half of the 20 t h Century is not directly generalizable to other 
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welfare states, or to the Canadian state in other time frames. What is learned from this 

study, however, may present propositions that are significant in framing case studies of 

other welfare states or of other time frames for the Canadian state. According to Y i n 

(1994), "...the case study, like experiment, doesn't not represent a 'sample', and the 

investigator's goal is to expand and generalize theories (analytic generalization) and not 

to enumerate frequencies (statistical generalization). Or, as three notable social scientists 

describe in their single case study, the goal is to do a 'generalizing' and not a 

'particularizing' analysis" (p. 10). 

With regard to lengthiness, it has been noted that "case studies can involve 

learning more about the subjects.. .then most researchers would care to know..." 

(Colorado State University, 2001). This is perhaps inherent in the case study and may 

well be the case here, though I tried to limit description to the parameters determined by 

the theoretical perspective specified. 

Regarding the statistical model of regression used for analysis of the quantitative 

data, it should be emphasized that this is an exploratory study and only two variables are 

used in the regression. Thus only proximate inferences can be drawn from the results of 

the statistical analysis of the two hypotheses. 

Dissertation Organization 

The objectives define the scope and organization of the dissertation, as described 

by an outline of the study: 
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1. Introduction to study - this chapter examined the purpose and significance of the 

study, set the terms of reference in the context of its conceptual and methodological 

framework, and considered the scope and limitations of the study. 

2. Literature Review - this chapter reviews the relevant literature on the relationship 

between social policy and poverty in Canada. 

3. From Welfare State to Welfare Reform: The Political Economy of Social Policy -

this chapter examines trends in federal social policy utilizing a meta analysis of the 

literature on Canadian Social Policy to describe both the welfare state model and the 

social policy reform model. 

4. Welfare Reform and Poverty in Canada - assessing the Effectiveness of Reform: This 

chapter examines trends in poverty in the context of welfare reform, utilizing 

published data on poverty trends and social policy reform proposals. 

5. Child Poverty: Assessing the Cost of Reform - this chapter examines trends in child 

poverty in the context of assessing the impact of welfare reform, utilizing published 

data on child poverty and the impact of poverty on child morbidity and mortality. 

6. Hypotheses and statistical analysis - this chapter provides the statistical analysis for 

the hypotheses, utilizing data supplied by Statistics Canada and National Accounts. 

7. Summary and conclusions 
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CHAPTER 2 

LITERATURE REVIEW 

As the concepts of poverty and social policy comprise the focus of this study, this 

section provides an examination of the knowledge base on them. The concepts of health 

and infant and child mortality were also examined as they provide concrete conceptual 

linkages between the concepts of poverty and social policy (in terms of policy 

objectives). Table 2-1 reflects the scope of research literature in English published since 

1970, identified by a key words search of abstracts with unrestricted geographic 

parameters and with specified geographic parameters. 

Table 2-1: Literature Search by Key Words and Parameters 

Key Words Unrestricted Canada United States Britain 
Child Mortality 302 0 5 2 

Health 81,548 1,207 7,563 1,972 
Infant Mortality 900 15 77 6 

Poverty 10,739 125 1,195 160 
Social Policy 8,028 231 1,473 751 

Source: EconLit, 1969-1999/03; ERIC (1982-1991) and (1992 through 2000); Social Sciences Abstracts, 
2/83-3/01; Social Work Abstracts, 1977-2001-03; Sociological Abstracts, 1963-1985 and 1986-2000/12. 

Table 2-1 reflects the interesting distribution of this literature. While there is a 

modest body of research literature on infant and child mortality in the geographically 

unrestricted category, there is a dearth of research on these problems in Canada, the 

United States or Britain. A n examination of abstracts in the unrestricted category 

indicates that this literature is primarily focused on these issues in the developing world. 

There is a relatively larger body of literature (though hardly profuse) pertaining to 

Canada, the United States and Britain on the concepts of poverty and social policy. 
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Table 2-2 below provides a closer examination of these topics in the Canadian 

context by juxtaposing them against each other as research parameters. It reveals the 

dearth of research literature on the central topics related to this dissertation. 

Table 2-2: Key Words on Canada 

Key Words Infant Mortality Health Poverty Social Policy 

Health 8 1,207 15 40 
Infant Mortality 15 8 3 0 

Poverty 3 15 125 12 
Social Policy 0 40 12 231 

Source: EconLit, 1969-2001/03; ERIC (1982 through 1991 and (1992 through 2000); Social Sciences 
Abstracts, 2/83-3/01; Social Work Abstracts, 1977-2001/03; Sociological Abstracts, 1963-1985 and 1986-
2000/12. 

The concepts of social policy and poverty individually receive some attention in 

the research literature. Because of the generically close relationship between them, it 

seems surprising that the two are juxtaposed with each other less than 6 percent of the 

time. The concept of health is inter-related with the other concepts more fully then any of 

the others. In contrast, there is hardly any literature on infant mortality and poverty over a 

thirty year time-span. This literature base, as limited as it is, constitutes the state of 

knowledge on the topic of this dissertation, and as such requires further inspection. 

Social Policy and Poverty. 

The documents identified in the search were inventoried in terms of scholarly 

criteria (peer reviewed publications) and for relevance to topic, defined in terms of the 

dependent variable directly related to poverty and the independent variable directly 

related to either social policy or health. Table 2-3 provides a classification of all 

documents identified in the search that met this criteria. Level of analysis is broken down 

in terms of micro, messo and macro. Micro is defined in terms of independent variables 
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of an individual or small group nature (i.e., family); messo is defined in terms of 

independent variables of local context (i.e., neighborhood, community); macro is defined 

in terms of independent variables of large systems (i.e., social, economic, or political 

institutions). The level of analysis is juxtaposed against the category of explanation, 

which is defined in terms of the institutional nature of the independent variable - socio

political, political (government), socio-economic, cultural. 

Table 2-3: Social Policy-Poverty Literature by Level of Analysis and Category of 
Explanation 

Category of Explanation Micro Messo Macro 

Socio-political Chekki, 1995; 
Reitsma, et al, 1994 

Sears, 1995 
Political (Government) Smeeding, 1990; 

Berlin, 2000 
Bashevkin, 2000 

Socio-economic Frohlick, 1996; 
Roos, Mustard, 1997 Paltiel, 1997 Schecter & Paquet, 1999 

Cultural 

As Table 2-3 indicates, there is a very limited body of scholarly literature 

available on research topics related to social policy and poverty or health and poverty. A 

perusal of all the abstracts that were identified by the literature search revealed that the 

majority of titles in this literature base are reports, conference papers or other non-

published/non-peer reviewed papers. The limited scholarly literature that is available 

reflects the distribution of this literature in terms of level of analysis and category of 

explanation. There is an interesting polarization of this literature in terms of topic and 

methodology. A l l of the articles in the macro category are qualitative and address social 
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policy and poverty. In contrast, those in the micro category are quantitative, and address 

health and inequality. The one article in the messo category is from the health and 

inequality literature, and is qualitative. 

The distribution of literature in Table 2-3 is noteworthy in terms of the empty 

cells. Scholarly research at the micro and messo levels, limited as it is, is concentrated in 

socioeconomic categories of explanation, with other categories of explanation notably 

absent. From the distribution of this literature, it appears that there has not been any 

conceptualizations of health and poverty in this scholarly literature base that examine 

explanations of the relationship in terms of macro phenomena. On the other hand, the 

literature on social policy and poverty are concentrated in macro political categories of 

explanation, and do not address other types of explanation. This distribution of the 

literature suggests that there are no efforts to examine explanations of poverty outside the 

boxes of explanation provided by the dominant paradigms in the health and social policy 

fields (Mullaly, 1997). 

Four of the articles in the macro category - Sears (1995), Smeeding (1990), 

Bashevkin (2000) and Berlin (2000) - examine the issues of social policy and poverty 

from a comparative perspective. Utilizing an explicitly Marxist analytic framework that 

rejects the assumption that poverty is a natural phenomenon, Sears (1995) compared the 

responses of Britain and Canada to the problems of urban poverty in the period 1880-

1920. Demonstrating that in both countries "public health was the at forefront of the 

developments, introducing new home visiting programmes that brought the state into the 

household in new ways" (p. 169), Sears (1995) concluded that this period shaped the 

foundations of the welfare state for it marked a broad transition in social policy "in which 
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the state began to assume new responsibilities in the reproduction of the population"( p. 

183). 

In contrast to Sears' historical bi-national focus, Smeeding (1990) examined the 

contemporary problem of child poverty in the United States from a cross national 

perspective. Utilizing data from the Luxembourg Income Study database, he compared 

poverty rates and social security policies in the 1980s in six industrialized states -

Australia, Canada, Germany, Sweden, United Kingdom, and the United States. In 

attempting to understand the poor performance of the United States on child poverty, 

Smeeding concluded that "policies, not culture, must be the explanatory factor" (p. 66). 

Implicit in his analysis is the assumption that poverty is a natural phenomenon - i.e., it is 

inevitable unless explicitly addressed by policy. This is echoed in his conclusion 

accordingly: "The major instruments of U.S. social policy were created more than one-

half century ago, when widows, war veterans, and older people were society's at-risk 

groups. A fresh vision of social policy is needed to address the new realities of poverty in 

America..." (Smeeding, 1990, p. 70). 

Utilizing a feminist framework, Bashevkin (2000) compared the initial social 

policy mandates of U.S. President Bi l l Clinton and Canadian Prime Minister Jean 

Chretien to critique the two main theoretical approaches to welfare state restructuring. 

Power resource arguments focus on the role of partisan and trade union interests to argue 

that models of welfare state organization and restructuring vary with the strength of 

social democratic parties and trade union interests. Retrenchment arguments, in contrast, 

emphasize electoral, budgetary and institutional interests. Feminist approaches critique 

both for failing to take into account the differential impact of restructuring on women and 
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minorities. Utilizing a retrenchment approach revised by feminist insights, Bashevkin 

(2000) maintained that: 

Clinton-era decisions held crucial and quite specific implications in fulfilling a 
campaign promise to "end welfare as we know it," as did Chretien-era decisions 
to cut intergovernmental transfers and weaken social policy standards. In both 
cases, poor single mothers absorbed much of the rhetorical as well as 
programmatic damage from North American social policy reforms of the mid-
1990s. In both countries, the notion of a legally enforceable national right or 
entitlement to income support for those in need effectively ended in 1996 (p. 9). 

The article by Berlin (2000) examined three demonstration projects - two in the 

U.S. and one in Canada - designed to reduce welfare dependency and increase work 

incentives and in effect juxtaposed the age-old policy conundrum between reducing 

poverty and increasing dependence. To make low wage work pay, the programs provided 

work incentives in the form of monthly cash payments and health benefits to low wage 

earners. Overall, the programs were largely successful in increasing participation in the 

labour force and reducing poverty. This had positive effects on measures of family 

stability and child well-being. "Overall costs rose, however, as the amount paid out in 

earning supplements exceeded the welfare savings when more people went to work" 

(Berlin, 2000, p. 4). 

Approaching the problem of poverty from the same framework as Smeeding, 

Chekki (1995) focused on the relationship between poverty and social problems 

(homelessness, unemployment, crime, violence) in Canada's major urban centers. He 

undertook an examination of ideological assumptions about poverty imbedded in social 

policies and programs, making his analysis much broader in scope than Smeeding's 

analysis. Nevertheless, like Smeeding, Chekki concluded that solutions to the problem of 

poverty lay in policies targeted at the poor (as opposed to fundamental economic change). 
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Accordingly, he maintained that "the top priority should be to create more employment 

opportunities, provide low cost housing and establish policies to guarantee income for the 

poor" (p. 263). 

The article by Reitsma-Street, et.al. (1993), focuses on child poverty in Canada. 

In a survey of the literature on the topic, the authors identify three different perspectives 

on the problem - the market cure, the liberal compromise, the collective challenge. The 

perspectives are inventoried in terms of the following criteria: poverty assumptions, 

responsibility for change, economic causes, family causes, government causes, solutions. 

The authors conclude that while each perspective offers policy direction for the reduction 

of child poverty, "facts and logic are shaped by profound value differences among the 

perspectives" (p. 11). Ultimately, the debates revolve around the normative questions of 

whether social policy should be driven by economic issues, and whether communities 

should take some responsibility for the well-being of children. 

At the other end of the level of analysis spectrum, the articles by Frolich and 

Mustard (1996) and Roos and Mustard (1997) focus on socio-economic categories to 

understand the stratification of health status in a population. Arguing that "the well-

known inverse relationship between socio-economic status and health has persisted in 

Canada" (p. 1273), Frohlich and Mustard (1996) present a methodology "for selecting 

and combining measures of area socioeconomic characteristics to produce a composite 

index which is relevant to health-related research" (p. 1273). 

The article by Roos and Mustard (1997) applied a version of the proposed 

methodology to Winnipeg to investigate "how a universally insured health care system 

delivers care according to socioeconomic characteristics that are strongly related to health 
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status" (p. 90). They found that, for the most part, the health care system in Winnipeg 

served the public well, delivering more services to groups in the poorest health (who 

were the poor). However, "specialists, particularly internists and surgical specialists, 

provide substantially more care to the healthiest group in Winnipeg, residents of the 

highest income neighborhoods, than to any other group in the city" (p. 102). Based on 

their findings, the authors concluded that what is needed to correct the inequality in 

health status is not greater equity in health care delivery. Rather, they called for "social 

policy initiatives to reduce poverty, improve childhood nurturing.. .to translate our 

growing knowledge of the determinants of health into the production of a healthy 

population" (p. 107). 

The article by Paltiel (1997) was the final paper in this group. It provided a case 

study of the Disabled Women's Network (DAWN) in Canada. The origins, significance, 

and contribution of D A W N to public awareness of the problems and potentials of 

disabled women and to the development of social policy responsive to the needs of 

disabled women were examined. This was undertaken in the context of "disability 

statistics, the health care system in Canada and from a perspective of needs, risks and 

tasks of women in general and women with disabilities in particular" (p. 47). 

Infant/Child Mortality and Poverty 

Child death rates (infant and child mortality) are reportedly among the most 

sensitive indicators of poverty, inequality and inequity (Agbonifo, 1983; Gortmaker, 

1979; LaVeist, 1990; Pattnayak & Shai, 1995; Wagner, 1988; Woods, 1993). 

Comparative child death rates among different social groups, classes, communities reflect 

varying standards of living and social well being (Adamchak, 1979; Newland, 1981). A 
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direct correlation between postneonatal and child mortality and standard of living has 

been well established in the literature (Creighton-Zollar, 1990; Friedman, 1994; 

Gortmaker, 1979; LaVeist, 1993). While ostensibly health statistics, these mortality rates 

are deeply rooted in the common problems of poverty, inequality and inequity that 

catalysed the development of both public health and social welfare development in 

Canadian society. 

The history of both public health and social welfare are deeply entrenched in the 

evolution of the modern welfare state. George Rosen, a pioneer in the study of the history 

of public health, argued that: "The protection and promotion of the health and welfare of 

its citizens is considered to be one of the most important functions of the modem state" 

(Rosen, 1958, p. 17). Both the social work and public health professions have common 

roots and parallel histories. They emerged in close association with each other in the 

context of urban social problems of poverty, inequality and inequity and diverged in the 

process of forging distinctive professional identities (Bellamy & Irving, 1995; 

MacDougall, 1990, p 10-158; Sears, 1995). As a result of their differentiation as distinct 

professions, the social problems associated with urban poverty became differentiated in 

terms of public health and social welfare categories (Guest, 1985). 

With health and welfare separated by professional, policy and bureaucratic 

domains, the potential for integrated approaches to research and development for the 

prevention and treatment of the multifarious problems of poverty, inequality and inequity 

was undermined. As institutions, health and social welfare share the urban bias of 

industrial society. As noted by a pioneer study of rural health, "the wealth brought by 

industrialisation became accumulated in the cities" (Mott & Roemer, 1948, p. vii). 
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Population and poverty, also concentrated in urban centres by industrialisation, exposed 

all social classes to the democracy of disease. While public health was organised to 

prevent the spread of diseases spawned by poverty, social welfare emerged to control its 

discontent (MacDougall, 1990; Bellamy & Irving, 1995; Guest, 1985). There is, in other 

words, a functional division of labour between public health and social welfare. 

As Table 2-1 indicated, only a small proportion of the relatively large body of 

literature on child deaths (infant and child mortality) and poverty identified in the 

literature search dealt with Canada, the United States or Britain. While there is a 

significant amount of literature in the data bases on infant/child mortality and poverty in 

developing countries, these issues are relatively neglected with regards to the developed 

countries in general. The literature that does exist is focused primarily on the United 

States. Because Canada ranks as a developed country on all socio-economic scales, and 

because literature on infant and child mortality in Canada is so limited, it seems 

appropriate to focus an examination of the state of knowledge on infant and child 

mortality as a social problem on studies of developed countries. Parameters for the 

identification of relevant scholarly articles were: 1) dependent variable, or the central 

focus of the study, was directly related to infant or child mortality; 2) independent 

variables, or contextual framework, were directly related to poverty. Literature in the 

search that met this criteria is cross-classified in Table 2-4 by the same cross 

classification system utilized in Table 2-3 - type of explanation by level of analysis. 
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Table 2-4: Infant/Child Mortality Explanatory Categories 

Category of 
Explanation 

Micro Messo Macro 

Socio-Political Bird, 1995; 
Adamchak 1979 

LaVeist, 1993; 
Markides & Hazuda, 

1980; 
Singh & Y u , 1995 

Rydell, 1976 

Political 
(Government) 

Agbonifo, 1983; 
Miller, 1985; 

Wagner, 1988; 
Wennomo, 1993 

Socio-Economic Gortmaker, 1979 LaVeist, 1990 
Moffat & Herring, 

1999 
Cultural Creighton-Zollar, 1990; 

Hedderson & Daudistel, 1982 

The distribution of articles in Table 2-4 reflects the clustering of articles in micro 

and macro levels of analysis, with a more modest representation of literature in the messo 

column. In contrast to the literature on health and poverty, or social policy and poverty, 

this entire body i f literature relies on quantitative data and statistical modes of analysis. 

Several interesting features of the literature base on infant/child mortality and 

poverty are revealed by Table 2-4. First, the five articles that fall under the micro level of 

analysis all address "blaming the victim" kinds of explanation. That is, they focus on the 

social (Bird, 1995), economic (Gortmaker, 1979) or cultural (Creighton-Zollar, 1990; 

Hedderson & Daudistel, 1982) characteristics of individuals as explanations for 

infant/child mortality and poverty. 

The Hedderson and Daudistel and Gortmaker articles are actually efforts to refute 

"blaming the victim" type generalizations with statistical analyses that demonstrate the 

incorrectness of stereotypes. Hedderson and Daudistel (1982), for example, conclude that 

"the data do not support the hypothesis that the Spanish surname infant mortality rates are 
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substantially biased downwards because of under registration" (p. 67). Gortmaker (1979) 

addresses the popular low birth weight argument that is commonly used to explain the 

high infant mortality rate among the poor. Essentially this argument holds that it is not 

poverty but low birth weight that causes high infant mortality. He concludes that: "The 

estimated direct effects of poverty upon infant mortality are larger than the effects of 

poverty mediated by the birth weight of the infant" ( p. 280). 

The other three articles reinforce "blaming the victim" types of explanation by 

subtly indicating that the linkage between poverty and mortality is weak or spurious. In a 

study of black and white infant mortality differentials, Bird (1995) concluded: 

Although both black and white infant mortality rates were higher in states with 
smaller percentages of the population having a bachelor's degree or higher, black 
infant mortality rates were also higher in states where proportionately more black 
persons lived, where there were higher levels of residential segregation in the 
urban areas, and, contrary to what was expected, where smaller percentages of the 
population lived below the poverty level. This study supports the need for race-
specific models of infant mortality (p. 1507). 

Similarly, in a study of black and white infant mortality differentials, Creighton-

Zollar (1990) concluded that: "The analysis reveals that for the total black and white 

populations of the city, the traditional, inverse relationship between socioeconomic status 

and infant mortality exists. For the city's black population, on the other hand, there does 

not appear to be any relationship between the economic or family life characteristics of 

census tract populations and their level of infant mortality" (p. 133). 

Adamchak examined the link between infant mortality and socio-economic status 

over three time periods to identify the time periods that contribute most to infant 

mortality. Based on a correlational study, he concluded that "as new social phenomena 

emerged they quickly affect sensitive indicators of well-being such as the infant mortality 
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rate" (p. 16). While the variables identified were poverty related, the author never 

addressed this linkage, and in effect identified mothers' personal status factors as the 

cause of infant mortality. In contrast to this literature that ignores or denies the 

infant/child mortality linkage with poverty, Gortmaker (1979), LeVeist (1990, 1993), 

Miller (1985), Wagner (1988), and Wennemo (1993) all make a direct linkage between 

infant/child mortality and poverty. 

Two of the three articles in the messo socio-political category address race 

differentials in infant mortality; Singh and Y u (1995), and LaVeist (1993). While LaVeist 

(1993) explains the differentials based on poverty, racial segregation and black 

disempowerment, Singh and Y u (1995) treat ethno-racial differentials as explanations in 

themselves. 

The Markides and Hazuda (1980) article, the third one in the messo socio

political category, examines infant mortality in a low income subcultural group that is not 

experiencing the expected higher infant mortality rates associated with their socio

economic and sub-cultural status. A socio-biological argument is offered as an 

explanation to counter cultural explanations: "While we may be hard pressed to find 

cultural factors explaining this advantage, a migration selection explanation may be 

drawn upon. Thus, i f migration tends to select mothers with high reproductive efficiency 

(as indicated by favorable birth weight distributions), the fact that many Mexican 

American mothers in Texas (and elsewhere) are foreign bom may lead to an overall 

advantage in neonatal mortality on the part of Mexican Americans" (p. 269). 

Three of the four articles (Agbonifo, 1983; Wagner, 1988; Wennemo, 1993) in 

the macro political category deal with international comparisons on infant mortality. 
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They all relate infant mortality differentials to public policy differences. Wagner reflects 

the preventative orientation in each of these articles when he argues that "the first priority 

is not more obstetricians or pediatricians or hospitals, nor even more prenatal clinics or 

well-baby clinics, but rather to provide more social, financial and educational support to 

families with pregnant women and infants" (p. 473). Miller (1985), the fourth article in 

this category, examines U.S. mortality in the context of international comparisons. While 

he also focused on policy, Miller argued that increases in infant mortality rates in the U.S. 

were caused by decreases in federal health care spending. 

The Rydell (1976) article stands alone in macro socio-political category. His 

article is a historical examination of the evolution of disease patterns in the 19 t h Century 

that examines changing trends in infant mortality in the context of social change on the 

one hand and medical myths on the other hand. The LaVeist (1990) and Moffit and 

Herring (1999) articles address socio-economic explanations to explain infant mortality. 

LaVeist utilizes a multivariate model to analyze racial disparities on infant mortality, and 

identifies poverty and urban segregation as underlying causes. The Moffat and Herring 

(1999) article examines infant mortality rates in the aboriginal community of Fish River, 

Manitoba during 1910-1939 using mortality records archived by the United Church. They 

observe that the community had disproportionately high rates of neo-natal and post-

neonatal mortality, and associated the higher rates of infant mortality to "socio-economic 

deprivation because of the decline of the fur trade and the underdevelopment of a reserve 

economy competing for resources with the Canadian government and Euro-Canadian 

settlers. These conditions of economic and political marginalization are.. .ultimate causes 

of high rates of infant mortality..." (p. 1821). 
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A final observation about the empty cells on the table. I suspect that the 

quantitative nature of the research on infant mortality rates limit the kinds of explanations 

to categories that are readily quantifiable. Cultural explanations of infant and child 

mortality at the messo and macro levels and socio-political explanations of the issue at 

the micro and messo levels would suggest more qualitative exploratory designs, while a 

focus on rates predisposes research to quantitative confirmatory designs for these 

categories. This is not to suggest that quantitative methods are inappropriate for this kind 

of research; but rather to suggest that qualitative research generally precedes 

quantification of data. 
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CHAPTER 3 

FROM WELFARE STATE TO WELFARE REFORM: 
THE POLITICAL ECONOMY OF SOCIAL POLICY IN CANADA 

The concept of political economy has three inter-related dimensions - first, the 

nature, scope and distribution of wealth in a society; second, the processes that determine 

these; and finally, the struggle for control over these processes. Analogous to this, the 

political economy of social policy may be delineated in terms of three inter-related 

dimensions: the nature, scope and distribution of welfare benefits in a society; the 

processes that determine these; and the struggle for control over these processes. The 

story of the Canadian welfare state relates very much to the first two dimensions, while 

the story of welfare reform relates to the third. The purpose of this chapter is to recount 

this story. 

The Welfare State 

The concept of a welfare state refers to a state's commitment to ensure a 

minimum standard of living for its citizens. F. Gustav Moller, one of the prime movers in 

the development of Sweden's model welfare state, identified three main principles as the 

cornerstones of the welfare state (Yelaja, 1978, p. 4): 

• to guarantee a basic minimum standard of living for every citizen; 

• to provide for social welfare as an inherent right for everyone regardless of 

income; 

• to meet these goals through the equalization of income and social justice. 

"Few students of comparative social policy," observed one comparative social 

policy analyst, " would seriously contend that the Canadian welfare state approximates 
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Sweden's in terms of generosity, comprehensiveness or efficacy (Olsen, 1998, 6)." The 

Canadian welfare state was patterned on the British model, not Sweden's. In 1942, Sir 

William Beveridge prepared a plan for British postwar reconstruction. The Beveridge 

Report recommended a comprehensive social security program to protect income against 

interruptions due to social contingencies, children's allowances to protect against 

impoverishment due to family size, a universal health service, full employment, and a 

national housing program. In Canada's case, the development of the welfare state never 

went so far as to ensure a standard of living. The cornerstone of the Canadian welfare 

state was laid by Leonard Marsh in his Report on Social Security in Canada, submitted to 

the Advisory Committee on Reconstruction in 1943. He proposed a comprehensive social 

security framework to protect workers' income against basic contingencies -

unemployment, sickness and medical care, disability, old age and retirement, premature 

death, and family needs (Marsh, 1975, pp. 21-22). 

"The purpose of this report," Marsh maintained in the report's Prefatory Note, 

". . .is an attempt to set out (a) the main features of existing statutory provisions for social 

security matters in Canada; (b) the methods by which these provisions can be improved 

and extended, particularly by transformation of the coverage and the technique to a social 

insurance basis; and (c) the principles which should be considered i f the construction of a 

comprehensive social security system, suited to Canadian conditions, is to be undertaken 

in the most fruitful and effective manner" (p. 4). 

While not all his recommendations were adopted, the Marsh report "was a pivotal 

document in the development of war and postwar social security programs, the equivalent 

in Canada of the Beveridge Report in Great Britain" (Bliss, 1975, p. ix). Throughout the 
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fifties and sixties, the federal government pursued the substance if not the letter of the 

Marsh report and actively promoted the achievement of a minimum standard of living 

through development of a range of social security and social welfare programs. 

In his seminal book on The Emergence of Social Security in Canada, Dennis 

Guest traced the history of Social Security from colonial times to the present. He 

identified five major themes that shaped the construction of Canada's welfare state: 

1. The shift from a residual to an institutional concept of social welfare: under a 

residual model of social welfare, government assistance to the needy is provided 

only after all other options (family, community, charity) have been exhausted. Until 

the 1940s, public assistance in Canada was provided only as nominal, short-term 

relief to the "deserving poor" (widows and orphans). At the close of World War II, a 

system of institutional welfare evolved. Under this model, the state assumes primary 

responsibility for social provision to the needy. 

2. The social minimum: with the spread of urban-industrial society in Europe, working 

classes were condemned to live in urban squalor. To combat the spread of disease 

that was rampant in major cities, the idea of minimum standards of housing, health, 

education, and social welfare gradually evolved. 

3. Redefining the causes of poverty and dependency: as poverty issues in urban centers 

reached a critical point, it became clear to reformers that it was difficult to challenge 

myths and complacency about poverty in the absence of accurate information on 

employment/unemployment rates, income distribution, housing conditions, etc. This 

led the way to redefining the causes of poverty, laying the groundwork for public 

action. 
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4. The growth of participatory citizenship: as Canadian citizens became more involved 

with social security programs and benefits, they became more committed to ensuring 

accessibility, accountability and reliability. Communities, agencies, and concerned 

citizens became increasingly committed to participating in decision making about 

social security arrangements. 

5. The influence of the B N A Act on social security developments: the British North 

America Act of 1867 created a political and economic union between New 

Brunswick, Nova Scotia, Upper Canada and Lower Canada. A central goal of the 

B N A Act was to establish one powerful central governmental body using a federal 

system. The federal government collected what was considered the most important 

sources of taxation and correspondingly they were given "control over defense, 

criminal law, regulation of trade and commerce, banking, currency, weights and 

measures, interprovincial transportation and communication, immigration, and other 

areas primarily related to economic development" (p. 6). The provinces were "given 

exclusive powers to pass laws in relation to the administration of justice, municipal 

institutions, and the establishment and maintenance of prisons, hospitals, asylums, 

and charitable institutions" (p. 6). Lastly, the "dominion government was given 

special jurisdiction over certain classes of individuals and institutions such as 

Indians, war veterans, and federal prisoners" (p. 6). Health and welfare concerns 

were left in the hands of the provincial and municipal jurisdictions, as they were 

considered non-priority issues. As industrialization changed the character of 

Canadian society these divisions of powers entrenched in the B N A Act confounded 

the efforts of government to respond to national problems. 
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Influenced by these five themes, the Canadian welfare state evolved in the context 

of postwar politics. How did this context influence the character of the Canadian welfare 

state? Richard Simeon, an eminent student of Canadian politics, identified three central 

characteristics in terms of (a) a policy blueprint; (b) a political accommodation; and (c) an 

accommodation of values (Simeon, pp. 15-19). The policy blueprint, which incorporated 

both economic and social dimensions, provided a framework for policy development. On 

the economic dimension, the blueprint was based on support for the Keynesian economic 

agenda. On the social dimension, the blueprint incorporated a commitment to the 

construction of a comprehensive safety net of social security programs and social 

infrastructure (health, education). "Despite Canadians' pride in distinctiveness," Simeon 

observed, "our liberal welfare state, though more generous and complete than that of the 

United States, has had more in common with the US pattern than with the European" (p. 

16) . 

The Canadian welfare state was based on a political accommodation among the 

major social forces of the time - government, business, labor, and agriculture (p. 16). The 

government's main role in this became one of assuring economic/market stability; 

providing a healthy competent working population; and instituting a social security 

system to insure the costs for those outside the labor market. The goal of this 

accommodation was to ensure that business/the market would flourish. "Workers would 

enjoy rising incomes, greater protection of health and safety, and relative security" (p. 

17) . Evolving into a cooperative federalism, provincial and federal governments 

entrenched "the use of the federal spending power and the device of the shared-cost 

program"(p. 17) to operationalize the accommodation. 
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A n accommodation of values, Simeon maintained, was based on: "Bridging the 

gap between efficiency and equity, between economic growth and social justice. ... 

Business was provided with a secure, educated work force and a stable economy, leaving 

it free to generate jobs and profits. This, in turn, generated the financial resources with 

which to finance the stronger social safety net. Growth and equity could go hand in hand, 

each reinforcing the other" (p. 18). 

Canada experienced a postwar economic boom that was sustained by Canada's 

vast resource wealth and its part in the rebuilding of postwar Europe. The boom fueled 

the development of progressive income tax and the "fiscal dividend bolstered the revenue 

of government" (p. 19), allowing for the development of a multitude of programs and 

services. Another outgrowth of the postwar economic boom was the signing of the 

Canada-US auto pact of 1965, free trade and generally closer linkages with the US. The 

Canadian population had an appetite for the establishment and maintenance of the 

postwar welfare state that was fueled by not so distant memories of the depression. 

On the Nature of Welfare Benefits 

Welfare benefits can be defined generally as in-cash or in-kind services transferred 

outside the market system. Their nature then may be characterized in terms of their 

relationship to the market in advanced capitalist society. The market is legitimated in 

liberal theory as the venue for the satisfaction of human wants. Therefore, from a 

normative perspective, it has been considered an inappropriate medium for the 

satisfaction of human needs. Exchange in the market, after all, subsumes a profit motive, 

and profit-making on the backs of the needy, i f not at their expense, has been considered 

reprehensible in most social traditions (Springborg, 1981). Richard Titmuss (1976,188), 
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an eminent British scholar on social policy, made the case against market transfer, 

arguing that social needs are "predominantly dependent needs, which the market does not 

or cannot satisfy for certain designated sections of the population." 

The epistomological distinction between needs and wants, then, was critical to the 

welfare state concept. Macpherson (1977) identified four discernibly different positions in 

political theory related to the issue of needs and wants: (i) Rousseau; (ii) liberal 

individualism; (iii) ethical liberalism; (iv) Marx. Because the distinction between needs 

and wants has been at the very core of ideological debate about the welfare state, it is 

important to overview each of these schools. 

1. Rousseau: Jean-Jacques Rousseau (1712-78), a Swiss-French philosopher, treated 

wants and needs in both a historical and ontological manner. The central question of 

Rousseau's thought was how do individuals reconcile to the demands of society. 

Rousseau attempted to make distinctions between 'natural' and 'artificial' besoins 

(needs/wants). Needs he described in terms of physical drives - food, sex, and repose; 

wants were anything else. With the rise of civil society (and all its inequality and 

oppression), many wants evolved into needs through habit. The intense competitive 

desire to acquire and accumulate in capitalist civil society encouraged man to have 

infinite wants that they qualified as need; these are artificial needs. A n insidious 

evolution occurs where "the artificial needs displace the natural ones in importance as 

determinants of men's behavior" (p. 28). 

2. Liberal Individualism: The term is used to describe individualism from the classical 

political economists and the utilitarians (Hume, 1711-1776; Adam Smith, 1723-1790; 

Bentham, 1748-1832) to most of the 20 t h Century economic theorists. The essential 
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posutlate of this liberal individualism is that every individual's wants naturally 

increase without limit. The beliefs of liberal individualism are founded on the premise 

that the need for endless wants is good (this is the antithesis of Rousseau). A closer 

examination of this theory illustrates that there is no separation between needs 

(natural) and wants (artificial). In contrast, it is assumed that if you want it you must 

need it. Modern liberal individualists have taken this one step further to suggest that 

the root distinction amongst wants may be culturally determined. 

3. Ethical Liberalism: This term encompasses the liberal philosophies of John Stuart 

M i l l (1806-1873), and the twentieth century successors in both the neo-idealist and 

modified utilitarian traditions. The distinction between ethical liberalism and classical 

liberalism is that the former rejected the supposition that all wants were equally good. 

Ethical liberalists believed that the "quality of want-satisfaction and therefore of 

wants, was as important as the quantity" (p. 31). Ethical liberalism conceptually is 

inadequate as an explanation for needs and wants "because, although it sees the 

possibility (and desirability) of wants changing for the better in the future, it pays little 

attention to how they have developed up to the present. It does not see that the present 

want-schedules, which it deplores, are the product and inevitable concomitant of the 

capitalist market society, which it accepts" (p. 32). 

4. Marx: Karl Marx (1818-1883) clearly rejected Rousseau's notion of natural/artificial. 

Marx contended that Benthamists and classical economists provided "an accurate 

portrayal of what human wants are reduced to in capitalist society (or any society 

based on private property), that is, the wants of alienated man. In alienated society all 

the senses have been reduced to the sense of having, of possessing. Thus, wants are 
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reduced to what gratifies the sense of having" (p. 32). Marx held that the truly human 

need was unalienated labour. Beyond this, Macpherson maintained that Marx was 

ambiguous on the nature of needs. However, he did make a distinction between true 

and false needs (Nielsen, p. 143-145). On this formulation, Patricia Springborg, an 

eminent political theorist, maintained: 

True to the Hegelian formula for dichotomies, false needs are those in which 
appearances substitute for reality. Needs which are false pose as their opposite, 
and thereby displace true needs: for example money, which pretends to mediate 
between man and his needs, but actually places their satisfaction further out of 
reach of those who sell their labour to have it. With Marx, for the first time, 'true' 
or 'false' needs are to be understood literally. This means that needs, like other 
features of the real world, are susceptible of truth and falsity and the distinction 
between reality and appearance. True needs are claimed to be objective in the 
sense that they represent real processes... (pp. 162-163). 

The conception of needs imbedded in the epistemology of social welfare is 

grounded in ethical liberalism. Abraham Maslow's hierarchy of needs is the paramount 

formulation in the social welfare paradigm. Maslow identified a hierarchy of five 

categories of need which he posited are instinctoid and universal: 

1. Physical needs - air, water, food, sex, etc. 

2. Safety needs 

3. Affection or belongingness needs 

4. Esteem needs 

5. Self actualization needs 

The first two categories in the hierarchy are essentially physiological, while the higher 

levels progress from social to self-development needs. Any conception of welfare benefits 

generally subsumes the ontology of this hierarchy. However, the formulation has been 
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severely critiqued as being metaphysical, ahistorical and mechanistic. Nevertheless, 

contemporary needs theory has its roots in Maslow's formulation (pp. 37-46). 

As the cornerstone of capitalism, the market has been a central issue of political 

debate in the major crisis of capitalism in the 20 t h Century - the great depression. In their 

seminal work, Ideology and Social Welfare (1985), George and Wilding identified 

orientation to market regulation as the central issue of theoretical debate within liberalism 

that emerged as a result of the challenge to capitalism posed by the depression. They 

identified two schools of thought in this debate and labeled them the anti-collectivists and 

reluctant collectivists. 

The anti-collectivists rejected market regulation. For them, according to George 

and Wilding (1985): "the free market is the foundation of the self-generating and 

spontaneous order in social affairs which they regard with veneration. More specifically, 

they see the market system as a vital bulwark of political freedom, as the most efficient 

system of economic relations yet devised and as the great engine of economic growth. Its 

success depends only on being left alone by governments once a basic legal and monetary 

framework has been provided" (p. 123). 

While the reluctant collectivists accepted the veracity and superiority of 

capitalism, for them the depression seriously undermined the proposition that the market 

is self-regulating. They argued that the unregulated competition of the free market is 

wasteful and inefficient: "It fails to use the productive capacity of the economy to the full 

and it grossly misallocates resources. Of itself, it will not operate so as to abolish injustice 

and poverty. Furthermore, rather than being a vital foundation for a self-generating and 
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spontaneous political order, it wil l create conditions directly threatening to political 

stability i f left to operate without government oversight" (pp. 123-124). 

In summary, the nature of welfare benefits has been sketched in terms of their 

relationship to the market on the one hand, and needs/wants on the other. Given the 

ideological character of both of these concepts, it is not surprising that the issue of 

welfare benefits has been at the center of political debate over the last decade. 

The Scope of Welfare Benefits 

The scope of welfare benefits is delineated by the array of programs that were 

provided in the framework of the Canadian Welfare State. The Marsh report of 1943 

essentially marks the formulation of this framework by establishing its basic principles of 

insurance and universality. The logic underlying insurance is pooling of risks. In making 

the case for social insurance, Marsh argued: 

Social insurance brings in the resources of the state, i.e., the resources of the 
community as a whole.. .It does not mean, more particularly for phenomena 
subject to such variability as unemployment, that there must be a precise actuarial 
adjustment of premiums to risk in each individual case. The contributors who do 
not draw on the fund help to aid the unlucky ones who suffer unemployment or 
some social casualty. Some social insurance provision may have to be frankly 
viewed as no more than the gathering together of a fund for a contingency whose 
total dimensions are uncertain, but whose appearance in some form or magnitude 
is certain. In any circumstances it is better than having no collective reserves at 
all, or leaving the burdens to be met by individuals in whatever way they can (p. 
11). 

Marsh contrasted social insurance with social assistance as a method for meeting 

social needs: 

Social insurance may be defined as a special technique for organizing provision 
collectively.. .It is concerned fundamentally with raising and broadening a 
national minimum....Social assistance...is directed to meeting the same social 
needs, but more or less by definition is restricted to the sub-marginal groups of the 
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population, whose needs are met on a compassionate or charitable basis. It is not 
always clear, unfortunately, that it is concerned to raise standards beyond 
subsistence (pp. 24-25). 

The array of programs that comprised the Canadian welfare state incorporated 

these distinctions in terms of insurance, universal and selective programs. While 

insurance programs provide coverage for specified risks for contributors and their 

families, and selective programs provide coverage for specified contingencies for 

categoric groups based on selective criteria, universal programs (also called demogrants) 

provide coverage for everyone in a demographic group irrespective of risk or 

contingency. The principle of universality is based on the proposition of universal risks, 

the criterion of administrative efficiency, and the absence of stigma. Family Allowances 

was Canada's first universal program. Reflecting some thirty years later on the principle 

of universality as embodied in the Marsh Report, Leonard Marsh noted: 

Provision for all children (whether the parent is unemployed or at work, whether 
there are two parents in the home or only one) is the key to consistency in a 
comprehensive scheme for both employment and universal risks. Without them, 
all administration and all rates and schedules are more complicated, and inequities 
may result because the family income, e.g., from unemployment benefits plus 
allowances than from wages without allowances. The key to consistency was not 
the over-riding argument as events turned out. Official and political opinion alike 
favoured the twin arguments of providing a new source of a 'purchasing-power 
floor' against the hazard of the post-war slump, and the vital constitutional fact 
that it was clearly permissible and administratively simple for federal 
disbursement (p. xxv). 

Programming under these principles continued to expand for the next three 

decades. Called the social safety net, the framework constituted a patch work quilt of 

universal programs, insurance programs and selective assistance programs. Income 
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security is the central pillar of the welfare state. In his study of The Welfare State and 

Canadian Federalism, Keith Banting (1987) schematized its framework accordingly: 

Table 3-1: The public income security system 

INCOME 
SECURITY 

TECHNIQUE 
RECIPIENTS F E D E R A L PROVINCIAL 

Demogrant Elderly Old Age Security 

Families with 
children 

Family Allowances Quebec Family 
Allowances 

Social insurance Retired, disabled 
survivors 

Canada Pension 
Plan 

Quebec Pension 
Plan 

Unemployed 

Injured Workers 

Unemployment 
Insurance 

Worker's Compensation 
Social assistance Provinces 

Needy persons 

Canada Assistance 
Plan (CAP)* 

Social Assistance 
Income 

Supplementation 
Elderly 

Families with 
Children 

Guaranteed Income 
Supplement 

Child Tax Credit 

Various provincial 
Supplements and tax 

credits 
Saskatchewan, Manitoba 
and Quebec supplement 

plans 
Source: Keith Banting (1987), 8. 
*Note: C A P was not included on the Banting table and has been added here because it was an integral 
component of the Canadian welfare state. 

In addition to the above, under the Canadian welfare state framework, the federal 

government cost shared with the provinces programming health and higher education. A 

complete picture of the Canadian welfare state is provided by an examination of the 

general characteristics of the major federal programs. 

Family Allowances: The Family Allowance Act of 1944 was Canada's first 

universal social program and incorporated two expressed objectives: to serve the well-

being of all Canadian children; and to buttress spending power in the post war period. 

Benefits under the program were payable to all children (generally to their mothers) born 
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in Canada originally under the age of sixteen and more recently under the age of 18 or 

with three years residence prior to application. In 1949, the act was amended to reduce the 

residency requirement to one year and to remove benefit reductions on the fifth and 

subsequent children of families (Guest, 1980; pp. 128-33). By 1971, family allowance 

was reduced from 4.7 percent to 1.8 percent of the average family income. In 1973, a new 

Family Allowance Act was legislated which increased benefits from an average of $7.21 

per child per month to $20, indexed benefits to the consumer price index and made 

benefits part of taxable income, and allowed provinces some jurisdiction over benefits 

based on age and number of children in a family (Guest, 1980; p. 186). In 1979, the value 

of the Family Allowance benefit was reduced in conjunction with the introduction of the 

refundable Child Tax Credit. Although benefits increased, the scheme of payment shifted 

from a scale based on age to a flat rate irrespective of the age of the child. Immigrant 

families no longer had to wait one year to receive the benefit and became eligible upon 

receiving legal immigrant status. In 1986, the Family Allowances benefit was partially de-

indexed. By 1992 the average benefit across Canada was approximately $35 (with 

variation amongst provinces). And in December of 1992, the federal government 

abolished the Family Allowances program altogether, with Quebec being the only 

province to maintain a provincial Family Allowance Program (Guest 1997, p. 128). 

Universal family allowances were abolished in Canada while Canadians were 

preoccupied with concern over the potential separation of Quebec and the 1992 

referendum on constitutional change. For this reason, political reaction was not as strong 

as some expected (Baker, 1995, p. 131). 
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Child Tax Credit. The Child Tax Credit was legislated in 1978 to provide an 

income supplement to middle and low income families through the tax system. Eligibility 

was based on net family income, and the value of the benefit varied with the number of 

children. In 1988, the net family income for eligibility was reduced from $26,330 to 

$23,500. In 1993, the child tax credit and family allowance programs were replaced by 

the Child Tax Benefit, targeting families with middle or lower incomes. Eligibility for the 

benefit is based on a needs test. It is not taxable and only partially indexed when inflation 

is over 3 percent to the cost of living (Baker, 1995, pp. 138-139). 

In addition to the monthly benefit, a supplement is paid to the 'working poor' of 
$500 per family each year, regardless of the number of children. This amount was 
not extended to welfare recipients because, the federal government argued, 
working poor families have greater expenses than those not in the workforce... 
Over the past few years, the cost of social programs has gradually shifted from the 
federal to provincial governments, and the provincial governments are examining 
all possible ways of reducing expenditures. 

Although the Child Tax Benefit will undoubtedly save money for the government, 

may researchers have argued that it wil l do little in the short and long term to reduce child 

poverty. In order to create this benefit, no new money was added. Furthermore, it 

removed the recognition that child-bearing is a social responsibility, an assumption 

apparent in family policies from the European countries studied as well as from Australia. 

(Baker, 1995, p. 130) 

Old Age Security Program: The Old Age Security Act was legislated in 1951 to 

replace the cost-shared means-tested Old Age Pension Act of 1927 and is financed by the 

federal government from general tax revenues. Over the course of the next 25 years, the 

Old Age Security Program evolved from this legislation into a three-tiered program 
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composed of Old Age Security Pension, a universal demogrant, Guaranteed Income 

Supplement, a selective needs-tested assistance benefit, and Spouse's Allowance, as 

reflected in the programs legislative history: 

Table 3-2: Old Age Security Legislative History 

DATE OF DISCRETION OF AMENDMENT 
AMENDMENT 

1965 lowered eligibility age from 70 to 65 
1967 Introduced Guaranteed Income Supplement (GIS) 
1972 Introduced annual cost-of -living indexation 
1973 introduced quarterly indexation 
1975 introduced Spouse's Allowance 
1977 introduced partial pensions 
1985 Expanded Spouse's Allowance to all Low-income 

widows/widowers 
1995 introduced retroactive benefits 
1995 Introduce the option for recipients to cancel benefits 

Canada Pension Plan: The Canada Pension Plan was enacted in 1965 to provide 

retirement, disability and survivors pensions and a lump sum death benefit. The 

program's stated objectives were "to make reasonable minimum levels of income 

available on normal retirement ages, and to people who become disabled and to 

dependents of people who die" (quoted in Guest, p. 151). It is wage related and financed 

by contributions from the employer and the employee; it is compulsory and covers all 

employees between the ages of 18 years and 70 years. To provide protection of pension 

benefits against inflation, the legislation made benefits increase automatically in 

conjunction with increases in the cost of living, but only up to a maximum of two percent 

per year. Commenting on the significance of this, Guest (p. 154) noted that this "marked 

the beginning of an attempt to replace ... ad hoc measures [to adjust social security 

benefits to the cost of living] with some type of automatic, inflation-proof mechanism." 
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Between 1965 through 1986 there were a number of amendments to the plan, 

including: 

Table 3-3: Amendments to Canada Pension Plan, 1965 to 1987 

Years Description 
Between • the introduction of full annual cost-of-living indexation; 
1965 • the introduction of the same benefits to male and female contributors as well 
through to as their surviving spouses and dependent children; 
1986 • the removal of the retirement and employment earnings test for retirement 

pensions at 65 years of age; 

• the elimination of periods of zero or low earnings while caring for a child 
under the age of seven; and 

• the splitting of pension credits between spouses if there is a divorce or 
separation. 

1987 • flexible retirement benefits payable at 60 years of age; 
• greater disability pension; 
• extension of survivor's benefits if spouse remarries; 
• sharing retirement pensions between spouses; 

• growth of credit splitting to cover the separation of married or common-law 
spouses. 

Source: Government of Canada (June, 1999). Canada Pension Plan. 
http://www.hrdcdrhc.gc.ca/isp/common/cpptoc e.shtml. 

Unemployment Insurance: The Unemployment Insurance Act was legislated in 

1940, "to protect the normal standard of living of the wage earner" (Guest, p. 107). 

Benefits and contributions were wage related, with benefits to be provided as a right 

established by contributions. To be eligible for benefits, however, workers had to have 

been employed for at least 180 days over the two years preceding a claim, and 

demonstrate that they were capable and available for work. The program, compulsory, 

aimed at covering 75 percent of wage earners, but actually only covered about 42 percent 

of the labour force (Pal, 1985, p. 77). Excluded from coverage were twenty-one 

categories of workers, including agricultural, forestry, fishing, private domestic service, 

government and police forces, nurses and teachers, workers in hospitals and charitable 

http://www.hrdcdrhc.gc.ca/isp/common/cpptoc
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institutions, and most classes of workers earning $2000.00 or more (Guest, p. 108). 

Payments and benefits were to be actuarially related (except for low paid workers), with 

benefit levels at one half of the wage rate. The program was financed by contributions 

from the federal government, the employer and the employee, and administered by the 

federal government. 

The act was amended in 1955 and substantially overhauled. The most important 

changes were inclusion of supplementary benefits; relaxation of entrance requirements; 

reduction of maximum benefit duration; and increase in the maximum benefit period. In 

1971, a new Unemployment Insurance Act was legislated, significantly liberalizing the 

benefits, coverage and entrance requirements. Among the most significant changes: 

benefits were increased from an average of 43 percent of earnings with an upper limit of 

$53/week to 66.6 percent of earnings up to $100 per week; coverage was made universal; 

entrance requirements were reduced from thirty insurable weeks to eight (for first time 

applicants) (Pal, 1985, pp. 82-83). Amendments in 1975,1977 and 1978 followed to 

reduce benefits and coverage and tighten up entrance requirements. In 1996, 

Unemployment Insurance was replaced by an entirely new program, Employment 

Insurance which has very restrictive benefits, coverage and entrance requirements. 

Canada Assistance Plan. The Canada Assistance Plan (CAP) was initiated to 

further solidify federal-provincial public assistance programs. The Canada Assistance 

Plan, legislated in 1966, was a conditional grant program that provided for the federal 

government to contribute half of the cost of provincial assistance programs. In effect, the 

conditions reflected the objectives of the program: to base social assistance eligibility on 

needs irrespective of cause and eliminate means tests from provincial social assistance 
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eligibility criteria; to remove provincial residency requirements as a condition for 

provincial social assistance. Thus, to be eligible for a federal grant under the Canada 

Assistance Plan, a provincial social assistance program had to meet this criteria. Guest 

described the program as "a scheme to consolidate all the federal-provincial programs 

based on tests of means or needs into a single, comprehensive program of benefits that 

would meet financial need regardless of cause." (p. 155) There was no upper limit on the 

federal contribution, and virtually no other constraints on provincial discretion. However, 

within one year of signing an agreement with the federal government, a province had to 

establish an administrative process for client appeals. Table 3-4 provides a summary of 

the Canada Assistance Plan. 

A l l of the provinces except Quebec entered into agreements with the federal 

government under Part I of the plan to cost-share social assistance and welfare services. 

No agreements were ever made under Part II. A l l of the provinces funded work activity 

projects under the plan (Hum, 1983, p. 32) In 1990-91, annual increases in CAP funding 

were limited to five percent for the well-off provinces (Alberta, British Columbia and 

Ontario). In 1995, the Canada Assistance Plan was eliminated and funding for social 

services merged into the Canada Health and Social Transfer, are discussed following 

Table 3-4. 
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Table 3-4: Summary of the Canada Assistance Plan 

Section 
of 

Act 

Name of 
Program 

Eligibility Federal Cost-
Sharing 

Coverage 

Parti General 
Assistance 

needs tested 50 percent of all 
costs 

basic requirements (food, 
shelter, clothing, utilities, 
household supplies, and 
personal requirements); 
prescribed special needs; care 
in homes for special care; 
travel and transportation; 
funerals and burials; health 
care services; prescribed 
welfare services 
(rehabilitation, casework 
counselling, assessment, 
referral, homemaker, and 
daycare services); comfort 
allowances and other 
prescribed needs of residents 
or patients in hospitals or other 
prescribed institutions. 

Parti Welfare 
services 

needs test or 
likelihood of 

need if 
services not 

provided 

50 percent of 
increased costs 

of welfare 
services after 
1964-65 fiscal 

year 

rehabilitation; casework; 
counselling, assessment and 
referral services; adoption; 
homemaker, daycare, and 
community development 
services; administration, 
consulting, and research 
services. 

Partii Indian 
welfare 

Special provisions to provinces w 
covered in Part I or any part there( 
the Indian Act. 

lich extend welfare programs 
)f to Indians registered under 

Part III Work-
activity 
projects 

needs test; 
difficulty 
finding or 

holding a job 

50 percent of 
costs 

approved projects designed to 
provide work-oriented 
experience. 

Source: Hum, D. (1983). Federalism and the Poor: A Review of the Canada Assistance Plan. Toronto: 
Ontario Economic Council ( 30). 

Health and Higher Education. The federal government's role in funding health 

and higher education was initiated on separate tracks under the welfare state framework 

of post-World War II. In the field of health, passage of the Hospital Insurance and 
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Diagnostic Services Act in 1957 initiated public health insurance by providing for the 

federal government to cost-share with the provinces on a 50-50 basis public health 

insurance plans for hospital services. The Medical Care Act of 1966 expanded public 

health insurance to cover doctor visits. 

In higher education, after the Second World War, the federal government made 

student grants to war veterans. After 1950, this was superseded with grants directly to 

universities and colleges to facilitate their expansion to accommodate veterans. In 1959, 

this was replaced by an agreement with the provinces whereby the federal government 

made grants to higher education through the provinces. In 1967 the Federal-Provincial 

Fiscal Arrangements Act was passed which based grants for higher education on a system 

of tax transfers and cash grants to the provinces to fund post-secondary education 

(National Council on Welfare, 1991, pp. 10-11) 

The Federal-Provincial Fiscal Arrangements and Established Programs Financing 

Act of 1977 (EPF) provided a new system for the federal government to help finance 

provincial health and higher education. Under this scheme, the federal contribution to 

health and higher education was made up by a combination of cash transfers and taxing 

power transfers to the provinces (block funds calculated on a per capita basis with no 

provincial spending conditions attached). A n equalization formula was built into the 

funding formula so that the value of tax transfers were the same across the provinces. The 

act provided for growth of the federal contribution at the same rate as the gross national 

product, as opposed to inflation so as to mirror Canada's ability to finance the programs 

(National Council on Welfare, 1991, pp. 10-11). 



With EPF the federal government essentially transferred all the risk of rising 
health-care costs to the provinces. If the provinces could reign in costs, they 
would have surpluses to redeploy. If the provinces could not limit costs, they 
would be forced to raise taxes and/or borrow. Unfortunately, the provinces by and 
large lacked the legislative, organizational, and political resources necessary to 
control health-care spending or to implement a community-based preventative 
health-care strategy. As a result, in many cases the provinces' federal EPF and 
CAP-extended health-care grants soon fell short of the 50 percent level (Conn, 
1996, p. 172). 

In 1984, the Canada Health Act was legislated. The act established the principles 

of medicare (universality, accessibility, comprehensiveness, portability, public 

administration) in legislation that gave the federal government the power to withhold cash 

payments for medicare from the provinces or territories that failed to comply with these 

principles (National Council on Welfare, 1990, p. 50). Then, in 1986, the federal 

government took unilateral action in targeting EPF for significant reductions by 

restricting the annual growth of EPF. The GNP escalator was decreased by two percent 

each year. In 1989, this cutback was increased to three percent; and in the next budget per 

capita EPF transfers were frozen. The 1991 budget extended the freeze to 1994-95 (Hogg 

&Mintz ,pp . 18-19) 

In 1995 the Canadian Health and Social Transfer (CHST) was created to merge 

EPF and CAP funding into one block grant transfer program. The implications are 

profound and summed up as follows: 

In doing so, it also eliminated two of the rules governing the administration of 
social assistance programs funded by federal transfers. There is no longer a 
requirement that these programs be made available to all in need. Furthermore, 
provinces are no longer required to provide an appeal process for those denied 
assistance....As under EPF, there are no conditions attached to the postsecondary 
education services funded by the grant. Finally, in the transition from two 
programs to one, the federal government removed approximately $2.5 billion 
dollars of funding that would have otherwise been made available during the 
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fiscal year 1996-97 and approximately $4.5 billion in 1997-98, producing a total 
transfer of 26.9 billion in 1996-97 and $25.1 b i l l i o n in 1997-98 (Cohn, 1996, p. 
172). 

Distribution of Welfare Benefits 

The concept of distribution generally refers to the dispersal of welfare benefits 

among consumers. In the context of the political economy o f social policy, it more 

specifically relates to their dispersal among different grotnps or classes in the population. 

While the data on benefit distributions is not reported in a manner that allows for analytic 

comparisons of benefits among social groups or classes, ove ra l l patterns of distribution 

are examined for the major federal income security prograams. 

Family Allowance. Between 1945 and 1973, when it was replaced by new 

legislation, the number of families receiving family allowance benefits increased from 

1,477,600 to 3,085,951; the number of children involved in the program increased from 

3,429,600 to 6,678,767 in this period (Human Resource Development, 1998; p. 0.2). 

Table 3-5 indicates the number of families receiving benefits under the 1973 act by size 

of family. 
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Table 3-5: Family Allowance Beneficiaries by Family Size, 1974 to 1992 

Year Number of Percentage Distribution by Number of Children 
Families 1-2 3-4 5+ 

1974 3,380,696 63.5 25.3 5.2 
1975 3,460,689 71.0 24.5 4.5 
1976 3,525179 72.6 23.6 3.8 
1977 3,571,233 74.3 22.6 3.1 
1978 3,598,146 76.0 21.5 2.5 
1979 3,616,149 77.5 20.4 2.1 
1980 3,632,520 78.9 19.4 1.7 
1981 3,639,554 80.0 18.5 1.1 
1982 3,641,143 80.8 17.9 1.3 
1983 3,638,553 81.4 17.5 1.1 
1984 3,633,456 81.9 17.1 1.0 
1985 3,633,924 - - -
1986 3,647,065 82.6 16.5 0.9 
1987 3,656,791 82.7 16.4 0.9 
1988 3,665,537 82.8 16.3 0.9 
1989 3,678,524 82.7 16.4 0.9 
1990 3,709,922 82.7 16.4 0.9 
1991 3,738,064 82.6 16.5 0.9 
1992 3,769,787 82.5 16.6 0.9 

Source: Statistics, Trend Analysis and Result Measurements Planning and Strategic Studies: Human 
Resources Development Canada (December 1998). Statistics Related to Income Security Programs. 
Ottawa: Statistics Canada. 

As Table 3-5 reflects, the number of families receiving family allowance benefits 

increased from 3, 380, 696 in 1974 (when the program was initiated) to 3, 769, 787 in 

1992 (when the program was terminated). As a universal demogrant program, virtually all 

Canadian families with children were beneficiaries; thus, the increase in program 

beneficiaries was coterminous with the growth in the Canadian population (which 

increased from 22.9 million to 28.4 million over the period). The table also reflects 

changes in family size as the proportion of larger families declined and that of small 

families increased. 
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Old Age Security Program. Between 1952, when the Old Age Security Act (OAS) 

was passed, and 1966, the year prior to the introduction of the Guaranteed Income 

Supplement (GIS), the number of people receiving OAS benefits increased from 671,240 

to 1,028,800. Correlatively, total net payments increased from $323.1 million in 1952-53 

to $927.3 million in 1965-66 (Human Resources Development, 1998; p. M . l ) . As a 

universal demogrant program, all Canadian citizens and legal residents 65 years and older 

were eligible to receive benefits upon application. With the introduction of the GIS in 

1967, program subscriptions provide an indication of the degree of impoverishment 

among seniors as reflected in Table 3-6 below. 

As Table 3-6 reflects, subscription to GIS peaked in 1973-74 with 57.9 percent of 

OAS recipients qualifying for GIS. This indicates the high rate of impoverishment among 

seniors as over 98 percent of the senior population (65 and older) received OAS benefits. 

The table also reflects a consistent pattern of decline thereafter in the proportion of the 

senior population receiving GIS benefits. This is in large part explained by changes in the 

Old Age Security Program that expanded other benefits to seniors (as indicated earlier in 

the description of amendments to the program). Access to the other benefits in effect 

made them ineligible for receipt of the needs-tested GIS benefits. 



56 
Table 3-6: Number of OAS/GIS Beneficiaries, 1971-72 to 1989-90 

Fiscal Year OAS GIS GIS/OAS 
1971-72 1,745,446 967,544 55.4 
1972-73 1,791,427 1,015,865 56.7 
1973-74 1,837,956 1,065,180 57.9 
1974-75 1,887,838 1,070,479 56.7 
1975-76 1,936,160 1,069,756 55.2 
1976-77 1,988,606 1,090,534 54.8 
1977-78 2,050,735 1,117,585 54.5 
1978-79 2,115,554 1,132,757 53.5 
1979-80 2,201,497 1,172,316 53.2 
1980-81 2,276,159 1,204,594 52.9 
1981-82 2,342,480 1.234.823 52.7 
1982-83 2,403,557 1,226,770 51.0 
1983-84 2,464,482 1,227,810 49.8 
1984-85 2,529,129 1,257,439 49.7 
1985-86 2,616,762 1,299,019 49.6 
1986-87 2,706,676 1,320,059 48.7 
1987-88 2,800,375 1,399,098 47.8 
1988-89 2,833,037 1,343,699 46.6 
1989-90 2,970,401 1,337,697 45.0 
1990-91 3,059,029 1,321,235 43.2 
1991-92 3,148,328 1,305,297 41.5 
1992-93 3,230,413 1,300,357 40.3 
1993-94 6,608,689 1,318,414 20.0 
1994-95 3,386,674 1,345,493 39.7 
1995-96 3,466,929 1,335,666 38.5 
1996-97 3,540,598 1,342,930 37.9 
1997-98 3,606,496 1,364,321 37.8 

Source: Statistics, Trend Analysis and Result Measurments Planning and Stategic Studies: Human 
Resources Development Canada (December 1998). Statistics Related to Inocme Security Programs. 
Ottawa: Statistics Canada. 

Canada Pension Plan: Between 1966 and 1996, the number of contributors to the 

plan increased from 5.6 million to 9.8 million. Reflecting gender changes in labour force 

participation, the proportion of female contributors increased from 32 percent to 45 

percent in this period (Human Resources Development, p. 13). Table 3-7 identifies the 

number of beneficiaries by type of benefit for the period 1981 to 1996. 
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Table 3-7: CPP Beneficiaries by Type of Benefit, 1981 to 1996 

Year Retirement Disability Survivors Total 
1981 854,738 90,180 263,645 12,085,63 
1982 915,415 98,426 291,084 1,304,925 
1983 974,296 111,061 321,053 1,406,410 
1984 1,034,170 123,401 348,978 1,506,549 
1885 1,108,755 132,702 375,862 1,617,319 
1986 1,183,951 145,070 407,331 1,736,322 
1987 1,395,356 150,443 460,438 2,006,237 
1988 1,513,188 158,834 499,088 2,171,110 
1989 1,607,888 171,990 531,310 2,311,188 
1990 1,693,747 182,140 563,177 2,439,064 
1991 1,792,466 194,671 592,621 2,579,758 
1992 1,902,599 211,894 101,958 2,216,451 
1993 2,001,615 241,971 658,140 2,901,726 
1994 2,164,670 280,722 705,338 3,150,730 
1995 2,253,296 298,612 735,122 3,287,030 
1996 2,343,813 299,635 762,803 3,406,251 

Source: Statistics, Trend Analysis and Result Measurements Planning and Strategic Studies: Human 
Resources Development Canada (December 1998). Statistics Related to Income Security Programs. 
Ottawa: Statistics Canada. 

As Table 3-7 reflects, between 1981 and 1996 there was a 36 percent increase in 

the number of people receiving benefits under CPP. Considered as a percentage of the 

population 65 years and older, this represented an increase from 51 percent in 1981 to 95 

percent in 1996. 

The Process of Social Policy Determination 

The process of policy-making is an integral part of the political economy of social 

policy. While the substance of social policy was addressed in terms of the nature, scope 

and distribution of welfare benefits, the process of policy-making may be specified in 

terms of the institutional framework of policy-making on the one hand, and on the other, 

the societal context in which policy-making occurs. From a political economy 

perspective, institutions structure the policy-making process, but the meaning of this 
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structure derives from the context in which the institutions operate. In other words, an 

examination of the process of social policy determination must address both the 

institutional framework and societal context in which policy-making occurs. Thus, the 

process of social policy determination in the Canadian welfare state is addressed in terms 

of federalism as the institutional framework and development as the contextual 

framework. 

Federalism. The Canadian Constitution establishes Canada as a federal state. This 

means that there are two levels of government - central and regional - and each level has 

specific powers under its jurisdiction and authority. Canadian federalism, then, can be 

defined as the division of jurisdiction and authority between the central government and 

ten provincial governments. This has relevance to the process of social policy 

determination in general, as pointed out by Dennis Guest (discussed earlier in this 

chapter) and is an especially significant factor in the construction of the Canadian welfare 

state: 

Major programs in the areas of health, social assistance, and post-secondary 
education are the product of relations between federal and provincial 
governments, with the programs assuming the form of complex fiscal 
arrangements through which the federal government offers financial assistance to 
the provinces. Though both federal and provincial governments have their own 
exclusive social programs, the welfare state in Canada has been in large part a 
creation of the interplay of public authorities at the federal and provincial levels 
(Barker, 1998, p. 144). 

In his seminal book on The Welfare State and Canadian Federalism, Keith 

Banting identified three areas in which federalism influenced social policy determination: 

scope, redistributive outcomes, and the balance of interests that influence policy 

outcomes. According to Banting, federalism's influence on scope "is clearly 
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conservative....Divided jurisdiction is still a conservative force in welfare politics. In 

keeping with other forms of political fragmentation of authority, divided jurisdiction 

raises the level of consensus required for innovation, and thereby complicates the process 

of introducing new programs" (p. 174) or expanding existing ones. 

On federalism's impact on redistribution, Banting concluded that national income 

security programs functioned more to redistribute resources inter-regionally than across 

income groups, "...the particular structure of Canadian government has helped poor 

regions, not by channeling an exceptionally large proportion of our national resources into 

regional programs, but by transforming income security, the quintessential instrument of 

interpersonal redistribution, into a potent instrument of interregional redistribution" (p. 

176). 

Finally, in terms of the balance of interests that influence policy outcomes, 

federalism bifurcated the Canadian welfare state into federal versus provincial interests. 

The constitutional jurisdiction and authority of the federal government is relatively 

remote and abstract in terms of the patterns of everyday life for most Canadians (i.e., 

defense, trade and commerce, weights and measures, etc.), while that of provincial 

governments is directly related to the patterns of everyday life - health, education, 

welfare. Banting argued that "income security is the only direct, beneficial link between 

Ottawa and the public, a link that ties the interests of millions of Canadians to the 

strength of the federal government rather than to their provincial government.. ..Income 

security is thus an important part of the federal government's capacity both to manage the 

economy and to maintain the allegiance of Canadians" (p. 177). The welfare state was a 
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powerful instrument for nation-building in the sense of constructing a sense of Canadian 

identity and fostering allegiance to the state. 

Context. The context of federalism changed in relation to the development of 

Canada. Development in this case refers to the process of growth in both population and 

socio-economic complexity. Over the course of Canadian history, Canadian federalism 

changed as the role of the state in society changed. The role of the state, in turn, changed 

in conjunction with broader societal changes. In their book, State, Society, and the 

Development of Canadian Federalism (1990), Simeon and Robinson contrast classical 

federalism with modern federalism. The form of federalism at the time of confederation 

(1867) constitutes classical federalism. "The classical model implied that each order of 

government was sovereign and equal within its respective sphere of jurisdiction" (Simeon 

& Robinson, 1990, p. 24). In the agricultural society of 19 t h Century Canada, the 

functional division of authority between regional and national matters was relatively 

straightforward and unconfounded by overlapping jurisdictions and conflicting mandates. 

By contrast, modern Canadian federalism "is distinguished from its predecessor by its 

thorough-going departure from the classical, 'watertight compartments' model 

established in the last years of the nineteenth century. Post-war federalism is 

characterized by much higher levels of jurisdictional overlap and policy interdependence 

or../de facto concurrence' of jurisdictions (Simeon & Robinson, 1990, p. 59). 

The social forces of economic development wrought immigration, urbanization 

and industrialization in their wake, promoting change in Canada's population size and 

composition, in the size and composition of the economy, and in the size and composition 

of social institutions in Canadian society. Depression and war facilitated the changing 
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role of government. The transformation from classical to modern federalism reflected 

these changes. 

Welfare Reform 

Welfare reform relates to the third dimension in the political economy of social 

policy - the struggle for control over the processes of social policy determination. This 

struggle is examined in terms of two inter-related dimensions: the public policy agenda 

and federalism. 

Reform and the Public Policy Agenda 

Table 1-3 identified the dominant ideological models manifested in Canadian 

political culture. As demonstrated in the table, their core beliefs, values and policy 

orientation contrast sharply. In spite of these differences, however, in the aftermath of 

depression and world war, and in the context of the Cold War, these competing 

ideological positions were united by a common understanding of the issues challenging 

Canadian society. In other words, they shared a common epistemological orientation, or 

definition of the situation. There was a common perspective throughout the Western 

world on the order of problems confronting humanity, though not a common orientation 

on what could or should be done about them. The common perspective was manifested as 

a broad consensus of social forces on the Keynesian agenda for economic reform. Reform 

in this case referred to the public commitment to make capitalism better (that is, more 

humane) through public regulation (George & Wilding, pp. 44-68). The Keynesian 

economic agenda embraced a public policy action agenda that incorporated the welfare 

state. And throughout the Western world, some version of the welfare state constituted an 

integral part of post-war reconstruction. According to Mishra (1984), a prominent student 
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of social welfare: "In principle, as a matter of political ideology, Social Democratic and 

Conservative parties differed sharply on social questions - one favouring collective 

provision of basic social services [sic] the other market provision and voluntarism. ... 

State commitment to maintaining full employment, providing a range of basic services for 

all citizens, and preventing or relieving poverty seemed so integral to post-war society as 

to be almost irreversible" (p. 1). 

As discussed earlier in this chapter, this vision dominated the Canadian public 

policy agenda throughout the fifties and sixties and constituted the cornerstone of 

cooperative federalism discussed above. However, by the mid-seventies, the consensus 

began to crack with the onset of stagflation; and welfare state critics (who had been 

consigned to the margins of political discourse by the Keynesian consensus) came to the 

fore in the political debates of the seventies. On this, Mishra (1984) noted: "The new 

Right is in no doubt about the source of current economic difficulties - it is the 

government, or more precisely the growth of government in the post-war years. Here 

Keynesianism emerges as the villain of the piece, and monetarism as the virtuous hero 

that wil l set things right. The policies pursued by post-war governments, legitimised by 

Keynesian teachings, are largely to blame for the high rates of inflation in western 

economies" (p. 42). 

The epistemology of crisis dominated public discourse in the late seventies and 

early eighties. Reflecting this, using the keywords of crisis and economy for a literature 

search of the Canadian Research Index (1982-1999), the Canadian News Disc (1996-

1998), and PAIS (1972-1999), 14, 527 research records were identified. So intense was 

the clarion call of crisis that Linda McQuaig, noted journalist and public policy critic, 
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observed that it was "coming from virtually all established information sources....a 

prevailing ideology has taken hold in our culture with a ferocity that has all but 

eliminated any meaningful debate" (McQuaig, 1995, p. 5). By the time of the publication 

of the Report by the Royal Commission on the Economic Union and Development 

prospects for Canada (the Macdonald Commission report) in 1986, the legitimacy of the 

Keynesian blueprint had been effectively undermined. The Macdonald Commission 

report publicized the terms of reference of the emerging epistemology: economic 

competitiveness. As noted by one observer, "the Commission advocates consolidation 

and containment of social support programs... and expansion of human resources 

deployment programs" (Ismael, 1987, p. xi). The implications for social policy were 

profound. McQuaig (1995) wrote "This newly dominant ideology has many threads, but 

essentially it is about lowering our expectations of what a society can do for its citizens." 

She continued: 

The experience of the postwar years has left us with a conviction that it is 
possible to create a society that offers a great deal for all. We have come to 
believe that we live in a nation in which every citizen has certain rights - to a job, 
to a certain standard of living, to a high level of health care and education, to fair 
treatment.. ..In many ways, what the elite wants now is to lower citizen's 
expectations of what they can count on from society, to roll back the frontiers of 
government... .Under the harsher discipline of the marketplace, we would have no 
automatic "rights" or "entitlements;" all we would have is whatever we could get 
by selling our services to those with the money to pay us ( pp. 5-7). 

The so-called crisis of the welfare state (McQuaig, 1995) was not an exclusively 

Canadian phenomenon. Throughout the Western world, the welfare state was under attack 

as high unemployment, high inflation and high public sector deficits badgered the post-

industrial economies of Western nations. At the same time, the expansion of transnational 
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capital and contraction of national capital were transforming capitalism. On the one hand, 

global markets were becoming increasingly integrated (globalization), while on the other, 

regional blocs - Common Market in Europe, the Canada-U.S. Trade Agreement in North 

America - were forming (regionalization) (Rocher & Nimijean, 1995, pp. 211-218). 

Reflecting on the reality of global restructuring, Simeon (1994) observed that "the crisis 

engenders a search for a new strategy of action, a new worldview, one more attuned to the 

contemporary economic and social realities and to evolving values" (p. 14). 

The Social Security Review of 1973 marks the end of the expansion of the 

Canadian welfare state. According to Muszynski (1995): 

Massive income security reform was proposed by the federal Minister of Health 
and Welfare in his 1973 Working Paper on Social Security in Canada (the Orange 
Paper). This report initiated the federal-provincial Social Security Review, which 
was known primarily for its work over three years on the design of an income 
supplement program for the working poor, or as it is more popularly known, a 
guaranteed annual income. It was also concerned with the introduction of a new 
Social Services Act that would provide a broader range of services to Canadians 
than could be provided under the Canada Assistance Plan. A l l these efforts failed, 
doomed in large measure because the mid-1970s was the start of a dramatic 
turnaround in Canada's economic fortunes and the emergence of the period of 
restraint that has lasted to the present, (p. 295) 

The initial signs of dismantling of the welfare state were indicated shortly 

thereafter with benefit cutbacks in the welfare state's major social insurance program, 

Unemployment Insurance, starting in 1975. In 1979, one of the major universal programs 

of Canada's welfare state, Family Allowance, was cutback in conjunction with the 

introduction of the Child Tax Credit, a selective program targeted at lower income 

families. What began as policies of restraint in the late seventies and early eighties, turned 



65 
into a program of dismantling by the nineties. On the dismantling agenda, Mishra (1987) 

observed: 

This policy stance is associated with the ideology of the radical right. The 
hallmark of this approach is that at the ideological level there is a total rejection of 
the mixed economy and the welfare state. This rejection is important both as 
symbolism and as reality. The professed objective of public policy is to withdraw 
government from social responsibility beyond the very minimum, the so-called 
social safety net. In short what is envisaged is a return to the residual social policy 
of the prewar days. The aim is to reprivatize services on a large scale by 
denationalizing social welfare, (p. 329) 

By 1994, the ideology Mishra referred to had become the epistemology of social 

reform. In this epistemology, the meaning of reform was transposed from a process of 

making capitalism more humane to the process of making capitalism more efficient. 

Announcing the adoption of this epistemology as a blueprint for action, the 1994 budget 

of the Liberal Government of Prime Minister Jean Chretien made a commitment to 

update the economic and fiscal framework of Canada. On his government's new agenda 

for jobs and growth, the prime minister stated: " A strong economy is the essence of a 

strong society. M y government will focus on a jobs and growth strategy" (Government of 

Canada, A New Framework for Economic Policy 1994, p. iii). He identified social 

security reform as an integral part of this new agenda and initiated a comprehensive social 

security review. On the meaning of social security reform, the minister of human resource 

development, Lloyd Axworthy, stated: 

Clearly, our economic and social priorities are interdependent. We cannot create 
jobs and growth without modernizing our social, labour market and learning 
programs. Nor can we have a viable social system without economic health and 
stability. The challenge becomes one of linking efforts, of combining resources to 
help Canadians find and keep jobs, while at the same time protecting those who 
are vulnerable and disadvantaged." (Government of Canada, Improving Social 
Security, 1994, p. 3). 
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After two decades of socialization in the epistemology of crisis, the Canadian 

public, indeed the entire spectrum of actors and activists in Canadian politics, accepted 

not only the inevitability but also necessity of welfare reform. By 1996, three of the four 

pillars of sacred trust in the Canadian welfare state - Unemployment Insurance, Family 

Allowance, Old Age Security - had been dismantled; and the fourth - medicare - was 

under increasing attack for its inefficiency, rigidity and expense (Myers, 1994, pp. 27-53). 

Reform and Federalism 

The issue of concern here is the nature of federalism as it relates to the struggle 

for control over the processes of social policy determination. What Simeon and Robinson 

called modern federalism spans the second half of the 20th Century, a period of rapid 

social change and rapid change in the functions and roles of government. In the 

performance of these functions and roles, federal-provincial relations have been 

constrained - indeed, strained - by increasingly overlapping jurisdictions and divided 

authority. The struggle for control over the processes of social policy determination has 

been a significant aspect of federalism through most of the modem era. Within the 

framework of the welfare state, federal dominance of social policy determination was 

characteristic. By contrast, provincial dominance is a distinctive feature of welfare 

reform. Over the time span of modern federalism, students of Canadian federalism have 

identified three distinct stages in federal-provincial relations - cooperative federalism, 

executive federalism and competitive federalism. 

Cooperative Federalism. The term cooperative federalism marks the character of 

federal-provincial relations the 1960s. Prior to this, federal-provincial relations were 

constructed under a framework of a centralized federally dominated system of relations, 
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with nominal interaction between governments. Before "the postwar development of the 

Keynesian welfare state in Canada, the two levels of government in the federation had 

pursued their respective tasks in virtual isolation from one another." (Stevenson, 1989, p. 

7). With the expanding role of the federal government during the Post World War II era, 

intergovernmental roles became blurred because of the growth of serious national health 

and social welfare needs that required a cohesive national strategy. This extended role 

conflicted with the constitution, which set out rigid boundaries of responsibility for the 

two levels of government. Cooperative federalism is descriptive of unified federal and 

provincial relations, signifying strong intergovernmental consultation, decentralized 

agreements based on the equitable use of fiscal resources and management. The Canada 

Pension Plan (1965), medicare (1966), and the Canada Assistance Plan (1966), legislated 

in this period, reflect that nature of cooperative federalism. 

Executive Federalism. Executive federalism characterized Canadian federalism 

from the late 1960s through the 1980s. In 1970 Donald Smiley, a leading scholar of 

Canadian federalism, stated: "...the federal and provincial governments are now locked 

into a system of mutual interdependence in such a way that each level, in pursuing its 

objectives, wil l be frustrated to an intolerable degree unless some degree of 

intergovernmental collaboration is affected" (as quoted in Simeon, 1990, p. 157). 

By 1980, he labeled the form of collaboration that had evolved as executive federalism: 

"the relations between elected and appointed officials of the two orders of government in 

federal-provincial interactions" (Smiley, 1980, p. 91) In 1981, at a Liberal Party fund 

raiser, Prime Minister Trudeau summed up the purpose of executive federalism by 

stating: "Executive federalism is characterized by the idea that the role of Parliament in 
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governing the country should diminish while premiers should acquire more influence 

over national public policy. In effect, this theory means that Canada's national 

government would be a council of first ministers..." (as quoted in Watts, 1989, p. 440). 

Cooperative federalism, at its pinnacle in the 1960s, was messy. There were too many 

civil servants making too many decisions at the federal level, at the provincial level and at 

the intergovernmental level. To reestablish control over spending, policy decisions and 

programming, the political executives began to unravel and reshuffle the network of 

activities within their respective governments. A significant portion of intergovernmental 

business became the responsibility of higher-level politicians, as opposed to remaining in 

the bureaucratic realm. The result was the formalization of 'executive federalism'. The 

public was excluded from much of the political system's most important deliberations, 

discussions, and decisions. The changes in the welfare state during this period included 

amendments to Family Allowance, Unemployment Insurance, Canada Pension Plan, and 

Old Age Security. The inception of Child Tax Credit, Established Program Financing 

Act, and the Canada Health Act. Executive federalism is characterized as the 'behind 

closed doors' politics, and perhaps its most infamous expression was the Meech Lake 

Accord. "The appropriateness of the processes of executive federalism and the degree to 

which they bypassed deliberation in the legislatures and by the public on major 

constitutional issues was one of the major issues in the debate on the Meech Lake 

Accord. The concept of 'executive federalism' which Donald Smiley identified nearly 

two decades ago clearly now permeates our discourse about Canadian federalism" (Watts, 

1989, p. 440). 
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Competitive Federalism. The most recent stage in federal-provincial relations is 

characterized by a reduction in the level of federal contributions to the financing of social 

programs and greater autonomy for the provinces in their operation. This represents a 

dramatic reversal of welfare state patterns. The most accepted interpretation of these 

developments is that "they constitute a major step towards the disentanglement of the two 

levels of governments. The federal role will be reduced substantially, and social programs 

will diverge quite dramatically across the provinces with the dissipation of a national 

presence" (Barker, 1998, p. 144). 

In the framework of modem federalism, various fiscal arrangements involving the 

transfer of financial assistance from the federal government to the provinces have been 

used to reconcile the gap between the responsibility assigned to the provinces for social 

programs and the revenue generating capacity assigned to the federal government by the 

constitution. These arrangements are constitutionally justified by the authority granted to 

the federal government to spend in areas of provincial responsibility. The variety of fiscal 

arrangements utilized for social policy have involved the transfer of cash and/or tax 

points, and include: 

• conditional grants: require provinces to comply with conditions 

relating to program operations; 

• unconditional grants; 

• cost-shared grants: reimburses the provinces for a percentage of their 

expenditures in areas for which reimbursement is available; 

• block funding: transfer of a set amount of money that is unrelated to 

provincial expenditures in a program area. 
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It is generally recognized by students of federalism that "fiscal arrangements are 

also political arrangements" (Barker, 1998, p. 145). They reflect the struggle between 

forces of centralization and decentralization in the Canadian federation in general, in the 

social policy sphere in particular. Under the welfare state framework, federal transfers to 

the provinces progressively increased, reaching nearly $23 billion by 1985 (Barker, 1998, 

p. 148) and represented the most significant tool of centralization. After that, federal 

transfers began falling. With their decline, the power of the federal government to 

maintain control of social policy determination began to deteriorate. The decline is 

reflected in Table 3-8 by the per capita decline in federal expenditures. 

The passage of the CHST in 1995 seemed to indicate a turning point in the 

struggle between the provinces and the federal government for control over social policy 

determination. According to Barker (1998, p. 152), "the federal pronouncements revealed 

a willingness to allow the provinces to be in the driver's seat when it came to major social 

policy areas. Until this time, the federal government had insisted that its [dominant] role 

had been little influenced by changes in transfers, but the nature of the CHST effected a 

change in this disposition." 
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Table 3-8: Federal Transfer Payments, 1971-1998 

Year 

Transfer Payments (millions) 

Year To Other Levels Total 
To Persons of Government Current Constant* Per 

Capita 
1971 4,435 3,865 8,300 33,333.33 6590 
1972 5,878 4,301 10,179 39,000.00 5700 
1973 6,681 4,542 11,223 39,939.50 5630 
1974 8,354 5,845 14,199 45,655.95 5000 
1975 10,230 7,233 17,463 50,617.39 4570 
1976 11,025 8,032 19,057 51,366.58 4570 
1977 12,485 9,441 21,926 54,815.00 4330 
1978 13,906 10,243 24,149 55,387.61 4330 
1979 13,733 11,129 24,862 52,231.09 4630 
1980 15,374 12,119 27,493 52,467.56 4670 
1981 16,600 14,215 30,815 52,317.49 4740 
1982 21,952 16,183 38,135 58,399.69 4300 
1983 25,287 17,878 43,165 62,467.44 4060 
1984 26,481 20,603 47,084 65,303.74 3920 
1985 28,270 22,391 50,661 67,548.00 3830 
1986 29,482 21,343 50,825 65,076.82 4010 
1987 30,191 23,202 53,393 65,512.88 4040 
1988 31,347 25,301 56,648 66,801.89 4010 
1989 33,060 26,071 59,131 66,439.33 4110 
1990 36,788 27,482 64,270 68,885.32 4020 
1991 43,009 28,019 71,028 72,109.64 3890 
1992 46,744 30,445 77,189 77189.00 3680 
1993 48,714 31,182 79,896 78,483.30 3660 
1994 47,139 30,368 77,507 75,987.25 3820 
1995 45,313 32,379 77,692 74,560.46 3940 

* Current refers to the value of the dollar at the time of expenditure. This is converted to constant dollars to 
control for inflation. The conversation is Current/CPI, where CPI equals the consumer price index. 
CPI from C A N S I M Matrix 9940. 
Federal Transfer Payments to Persons 1971 - 1980 from C A N S I M Matrix 5067; from 1981-1995 from 
C A N S I M Matrix 9164. 
Federal Transfers to other levels of Government 1971-1980 from C A N S I M Matrix 6685; 1981-1995 from 
Z - S T A T Table 384-0011. 
Population from S-STAT Table 051-0001. 
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CHAPTER 4 

WELFARE REFORM AND POVERTY: 
ASSESSING THE EFFECTIVENESS OF REFORM 

The concept of effectiveness is grounded in the methods of public policy 

evaluation. In this context, effectiveness relates to the assessment of policy in terms of its 

consequences on a specified target. The target in this case is poverty. This chapter 

examines the impact of social policy reform on poverty in Canada in terms of three inter

related dimensions: 

- the discourse on poverty in the annals of welfare reform; 

- the profile on poverty in Canada before and after the initiation of reform; 

- the profile on standard of living in Canada before and after the initiation of 

reform. 

Discourse on Poverty 

The concept of discourse relates to a formal presentation prepared for 

communicating something through language. Composed of statements of fact, 

interpretation and judgement, a discourse presents a perspective or point of view that is 

more or less authoritative, depending on the role, status and power of the communicator. 

Discourse, in effect, constitutes a tool of ideology. The discourse of reform, then, refers 

to the presentations about public policy reform made to the public by reform advocates. 

The discourse on public policy reform has been championed by the C D . Howe 

Institute, a prominent conservative think tank established in 1973 

(http://www.cdhowe.org), and the Fraser Institute, an ultra-conservative economic think 

http://www.cdhowe.org
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tank established in 1974 (>ttp://wAvw.fraserinstitute.ca). Both institutes publish 

extensively on public policy. Their publications represent an authoritative expression of 

welfare reform discourse and are focussed on here to examine the reform perspective on 

poverty. 

Poverty generally refers to a condition of deficiency in the possession of basic 

necessities. It may be considered in either absolute or relative terms. Absolute poverty 

refers to the level of basic necessities below which human sustenance is at risk. Basic 

needs in this case usually refer to physiological needs (at the most rudimentary level, 

food, clothing and shelter). Relative poverty, on the other hand, refers to a standard of 

living that is below the prevailing norm within a community; below this level, human 

dignity is at risk. At an elementary level, basic needs in this case usually refer to socially 

determined standards of food, clothing and shelter. In virtually all of the advanced 

welfare states of Western Europe and North America, relative definitions of poverty 

prevailed over absolute designations in the development of social policy. 

Poverty lines are a tool for identifying the population living in a condition of 

deficiency, which may be measured on either a relative or absolute scale. Within the 

framework of the Canadian welfare state, three different measures of poverty have been 

utilized in policy oriented discussions of poverty in Canada: Statistics Canada low 

income cutoffs (LICO); the Senate Committee on Poverty lines; and the Canadian 

Council on Social Development poverty lines. Statistics Canada low-income cutoffs are 

the most widely used Canadian poverty lines, though Statistics Canada does not regard 

them as poverty lines. They are based on what has been called a market basket approach; 

that is, the cost of basic necessities (National Council of Welfare, Winter 1999, pp. 22-
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27). Based on data from its Family Expenditure Survey, Statistics Canada determined 

LICOs in terms of income levels where people have to spend a disproportionate amount 

of their income to purchase basic necessities of food, clothing and shelter. The 1978 

survey determined that on average Canadians spend 38.5 percent of their income on food, 

clothing and shelter. As low-income families must devote higher proportions of their 

incomes to basic necessities, low-income cut-offs were established at 58.5 percent 

expenditure on basic necessities, 20 percentage points above the average. There are 

actually a total of 35 individual lines that vary with the size of the family and the 

population of the area of residence. The cut-offs are revised regularly, based on the 

Family Expenditure Survey. Based on the 1992 survey of family expenditure, the cut-offs 

were revised to the current 54.7 percent of income on basic necessities. The use of the 

Family Expenditure Survey as the basis for calculating the LICOs has been criticized 

because it excludes certain populations: 

Those living in the Territories, in institutions, on Indian reserves, and those who 
are members of the armed forces. Similarly, income data for comparing incomes 
to the LICOs, in order to estimate the numbers of people living at certain income 
levels, is based on the Survey of Consumer Finances (conducted annually), which 
excludes the same populations. Consequently, the usual published poverty figures 
wil l exclude those living in the Territories and on Indian reserves (Standing 
Senate Committee on Social Affairs, January 1991, p. 4). 

In contrast to the market basket approach of Statistics Canada's LICOs, the 

Senate Committee on Poverty (discussed later in the chapter) and the Canadian Council 

on Social Development (CCSD) both formulated poverty lines (in 1971 and 1973 

respectively) as a percentage of average family income. The CCSD calculations were 

based on a 50 percent cut-off, and Senate calculations were based on a 56 percent cut-off. 
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The difference between poverty lines based on average family expenditure versus those 

based on average family income is more philosophical then substantive. Quantitative 

differences are determined by the cut-offs, not by the standard, and in both cases this 

determination has to do with normative preferences and is therefore methodologically 

arbitrary. Philosophically, average family income is related to concerns about inequality, 

while average family expenditure is related to concerns about needs. Such concerns, of 

course, are ideologically rooted (as discussed in Chapter 2). Unlike the LICOs of 

Statistics Canada, these two approaches never gained much currency as tools of analysis 

and were more or less abandoned by the mid-eighties. Nevertheless, they reflect the 

character of the era in terms of the discourse on poverty in the late sixties and early 

seventies. 

In 1992, the Fraser Institute entered the forum on welfare reform with publication 

of Christopher Sarlo's treatise on Poverty in Canada which argued that relative poverty 

approaches greatly exaggerate the degree of poverty in Canada. Sarlo advanced an 

absolute poverty perspective to devise a measurement of poverty. "Poverty means a 

genuine deprivation of life's basic necessities," Sarlo argued. "Defining poverty in this 

way permits us to determine how many in our society lack those basic necessities. By 

including as 'poor' those who are merely 'relatively less well off,' we do a great 

disservice to the genuinely deprived." (Sarlo, 1992, p. 27) Assessing poverty in Canada 

utilizing this absolute poverty perspective, Sarlo argued that poverty in Canada "has been 

virtually eliminated" (p. 2). 

In principle, the welfare state concept is based more on poverty prevention than 

remediation. In other words, poverty policy, defined as "a set of decisions taken by 
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governments.. .aimed primarily at improving the material circumstances of poor people" 

(Haddow, 1993, pp. 3-4), constitutes a subsidiary rather than primary role in welfare state 

programs. One of the main functions of income security programs - the bulwark of the 

welfare state - is to shelter from impoverishment the population at risk of poverty due to 

interruption of income. In other words, proactive programs of poverty prevention, rather 

than reactive programs of poverty amelioration, represent the raison d'être of the welfare 

state model of institutional programs. What is the model of social policy advocated in the 

reform discourse? 

The reform model is presented in the C D . Howe Institute's series entitled "The 

Social Policy Challenge" launched in 1994. By 1999, thirteen monographs in the series 

had been published, all between 1994 and 1996 ( C D . Howe Institute, 

http://www.cdhowe.org). They ranged in topics "from work-fare to pensions, from 

unemployment insurance (UI) to workers' compensation, from housing to aboriginal 

concerns" (Watson, Richards & Brown, 1994; p. v). In the social policy model promoted 

in the series, the raison d'être is the promotion of work incentives and individual self-

reliance for income maintenance or replacement (in contrast to the welfare state's 

encouragement of reliance on income security programs). In this stance, targeted poverty 

programs replace income security programs as the bulwark of social policy. The basic 

framework for the reform model of social policy was established in the lead publication 

of the C D . Howe Institute's series "The Social Policy Challenge" which announced that: 

"In a society as rich as Canada's, people who, through no fault of their own, fall on hard 

times should be able to count on help from their fellow citizens" (Watson, Richards & 

Brown, 1994; p. 1). On the other hand, a category of undeserving poor was implied in the 

http://www.cdhowe.org
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monograph's emphasis on "transfer dependency" (reliance on government transfer 

programs for income maintenance and replacement). "In many areas of the country.. .UI 

has become a way of life" (Watson, Richards & Brown, 1994, p. 5). Targeting of the 

deserving poor and retrenchment of income security programs to limit i f not eliminate 

accessibility to able bodied adults (the undeserving) constituted the two primary 

dimensions of the residual model of social policy proposed in reform discourse. 

Consistent with the tenets of residualism, the model advocated decentralized provincial 

jurisdiction over social policy. "Decentralized jurisdiction enables entrepreneurial 

provincial politicians to innovate in social policy independent of the preferences of voters 

in other provinces. As in the market economy, voters favor some innovations; these are, 

with a lag, copied in other provinces. Other provincial innovations fail the test of 

electoral support. This is the dynamic benefit of federalism." (Watson, Richards & 

Brown, 1994, p. 55) 

The third volume in The Social Policy Challenge series, Social Canada in the 

Millenium: Reform Imperatives and Restructuring Principles (Courchene, 1994), 

addressed the definition of the problem with the Canadian welfare state from the reform 

perspective, catalogued the various social policy options put forward under the reform 

agenda, and proposed a blueprint for social policy change (see appendix B for details of 

reform proposals). The other volumes in the series either addressed specific social policy 

areas or issues of poverty from the reform perspective (that is, from the perspective of 

making Canada more competitive in the global market). Taken together, the series 

outlines the blueprint for action that has essentially replaced the Keynesian consensus as 

the rationale underlying social policy in Canada. 
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Poverty Profile 

Widespread public concern about poverty in Canada was actually triggered by the 

much-hyped American 'war on poverty,' declared in 1964 by U.S. President Lyndon 

Johnson . In the foreword to the first book length scholarly treatise on poverty in Canada, 

H . Edward Mann (1970) observed: 

For some years now the study of poverty has become an "in" thing, socially 
respectable and even of interest to governments. President Johnson gave this new 
trend - or fad - the official stamp of approval when he sponsored, in a blaze of 
publicity, the beginning of a War on Poverty. Canada followed shortly afterwards 
with Pearson's launching of the Company of Young Canadians, followed by the 
fifth Annual Report of the Economic Council, in 1968, which blueprinted an 
"attack" on this economic "sickness." Editorials and articles poured forth in the 
Canadian press, followed in the spring of 1969 by the inevitable Commission 
study, this time made up of members of the Canadian Senate. If press campaigns, 
speeches, reports and inquiries could beat the enemy, by late 1969, poverty in 
Canada, as well as the United States, would have been dead, as extinct as the 
dodo. (p. vii) 

On April 5, 1965, the Liberal government's throne speech announced the Canada 

Assistance Plan (CAP), referring to it as the Canadian government's war on poverty 

(Haddow, 1993, p. 59). According to Haddow (1993), CAP represented "the best anti-

poverty program achievable within the narrow confines of the traditional social assistance 

approach" that was an inherent characteristic of the Canadian welfare tradition (p. 3). 

CAP improved social assistance to the poor by improving benefits and access to 

benefits, but it did not resolve their poverty. Highlighting the persistence and magnitude 

of the problem of poverty, the fifth annual review of the Economic Council of Canada in 

1968 noted: "Poverty in Canada is real. Its numbers are not in the thousands, but the 

millions. There is more of it than our society can tolerate, more than our economy can 

afford, and far more than existing measures and efforts can cope with. Its persistence, at a 
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time when the bulk of Canadians enjoy one of the highest standards of living in the 

world, is a disgrace." (Economic Council of Canada, 1968, p. 50) 

In 1968, the Senate of Canada constituted the Special Senate Committee on 

Poverty "to investigate and report upon all aspects of poverty in Canada,... to define and 

elucidate the problem of poverty in Canada, and to recommend appropriate action to 

ensure the establishment of a more effective structure of remedial measures" (Report of 

the Special Committee on Poverty, 1973, p. vi). The Senate Report provides the 

benchmark for the profile of poverty in Canada before the implementation of reform. 

Relying on Statistics Canada data for 1967, the Report estimated that "approximately 

1,417,000 family units [defined by Statistics Canada as a collective term for unattached 

individuals and families with two or more members] had incomes below the poverty-

income lines Statistics Canada had established for their family size. In all, a total of 

3,863,000 persons were described as living in poverty" (Report of the Special Committee 

on Poverty, 1973, p. 18). Table 4-1 provides a statistical profile of low-income families in 

1967 in comparison with other families. 

As the table reflects, 45 percent of poor families lived in rural areas compared to 

18 percent in the largest cities. Rural families received lower average transfer payments 

than non-rural poor families, even though their families were larger on average. Only 5.9 

percent of female-headed poor family units lived in rural areas. Rural or urban, however, 

female-headed families had a much higher risk of poverty than other family units. 

Furthermore, an examination of the provincial distribution of the poor revealed their 

concentration in two provinces, Quebec and Ontario. This is reflected in Table 4-2. 



Table 4-1: Selected statistics of low-income and other families classified by size of place of residence, 1967 

SIZE OF PLACE OF 
RESIDENCE 

FAMILIES 

Low-income families 
Metropolitan centres: 
500,000+ 
100,00-499,99 
30,000-99,999 

Other Cities: 
15,000-29,999 

Small urban areas 
Rural areas 

Totals. 

(thousands) 

149 
101 
40 

48 
119 
375 

832 

AVERAGE 
FAMILY 
INCOME 

$ 

2,438 
2,474 
2,497 

2,530 
2,521 
2,392 

2,442 

AVERAGE 
TRANSFER 
PAYMENTS 
RECEIVED 

$ 

884 
889 
979 

942 
1,057 
747 

851 

AVERAG 
E SIZE OF 
FAMILY 

(persons) 

3.5 
3.7 
3.3 

3.9 
3.7 
4.3 

3.9 

AVERAGE 
NUMBER OF 
CHILDREN 
UNDER 16 
YRS 

(persons) 

1.4 
1.6 
1.3 

1.7 
1.5 
1.9 

1.7 

HOME
OWNERS 

% 

36.9 
46.8 
45.7 

64.4 
71.4 
90.7 

69.3 

FAMILIES 
WITH 
FEMALE 
HEAD** 

% 

24.1 
27.2 
25.6 

19.0 
15.1 
5.9 

14.8 
Other families 
Metropolitan centres: 
500,000+ 
100,00-499,99 
30,000-99,999 

Other Cities: 
15,000-29,999 

Small urban areas 
Rural areas 

Totals. 

1,305 
857 
288 

259 
426 
551 

3,686 

9,638 
8,910 
8,644 

8,210 
7,915 
7,460 

8,766 

327 
360 
351 

367 
437 
487 

376 

3.8 
3.9 
4.0 

4.1 
4.1 
4.5 

4.0 

1.3 
1.4 
1.5 

1.6 
1.6 
1.8 

1.5 

57.1 
67.2 
68.7 

68.8 
73.5 
85.4 

67.3 

6.8 
6.9 
4.5 

5.2 
5.6 
3.3 

5.9 
•Proportion of families who own their home. 
••Proportion of families with female heads. 
Source: Special Senate Committee on Poverty (1971). Poverty in Canada: Report of the Special Senate Committee on Poverty. Ottawa: The Alger Press 
Limited, 21. 

oo 
O 
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Table 4-2: Estimated numbers of persons and children under 16 in low-income 
family units by province, 1967 

Number of 
Number of children under 
persons in low- 16 in low-
income family income family 

Province units Distribution units Distribution 
(thousands) % (thousands) % 

Newfoundland 197 5.1 90 6.4 
Prince Edward Island.. 54 1.4 20 1.5 
Nova Scotia 223 5.8 87 6.2 
New Brunswick 188 4.9 81 5.8 
Quebec 1,232 31.9 486 34.6 
Ontario 902 23.3 298 21.3 
Manitoba 204 5.3 72 5.1 
Saskatchewan 253 6.5 82 5.9 
Alberta 299 7.7 99 7.1 
British Columbia 312 8.1 85 6.1 
Canada 3,863 100.0 1,404 100.0 
Source: Special Senate Committee on Poverty (1971). Poverty in Canada: Report of the Special Senate 
Committee on Poverty. Ottawa: The Alger Press, p. 20. 

The Senate Committee report challenged two popular myths about the poor. The 

first one related to the misconception that welfare recipients do not want to work. The 

majority of welfare recipients came from the ranks of the so-called deserving poor (those 

outside the labour force who could not work and were therefore considered deserving of 

assistance). The report noted the following: 

1. Disabled Persons. It is estimated that there are about 180,000 needy disabled 

persons between 18 and 65 years of age, of whom about 60,000 are mentally 

retarded. 
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2. Aged Persons. More than 800,000 persons over 65 years of age have such low 

incomes that they qualify for the income supplement. About two-thirds of the 

people over 65 fall below the 1967 poverty-income levels. 

3. Mothers with Dependent Children. More than one-third of the families consisting 

of a mother with dependent children in her care have incomes below the 1967 

poverty levels. There are about 150,000 mothers who are raising 330,000 young 

children. 

4. Families with Children under 18. Almost one-quarter of the 3.5 million families 

with children under 18 are below the 1967 poverty levels. 

The second myth is related to the general assumption that the poor are shiftless. 

"The poor who work - and who work hard - have been virtually ignored," the report 

noted. "Of the 832,000 families who, in 1967, fell below the Economic Council's poverty 

line, 525,000 heads of families were in the labour force - working for what can be called 

poverty wages" (Special Senate Committee on Poverty, 1971,23). In other words, in 

two-thirds of all poor families the head was working. 

To resolve the problem of poverty in Canada, the Senate Committee 

recommended, among other things, that "the Government of Canada implement a 

Guaranteed Annual Income program" and that "full employment must be the prime 

objective and responsibility of government fiscal and monetary policy" (Special Senate 

Committee on Poverty, 1971, pp. xxi-xxiii). Challenging the analytic foundations of the 

report, four dissident staff of the Special Senate Committee resigned in protest and issued 

their own report, entitled The Real Poverty Report (Adams et al., 1971). The Senate 

poverty report, they maintained, was based on "the kind of investigation the government 
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considers appropriate to the issue. That is, it will be useful, not as a plan for real action 

against inequality, but as a rough guide to the kind of thinking that created inequality in 

this country in the first place" (Adams et al., 1971, p. vi). Their report, in contrast, "is an 

analysis of the economic system that keeps people poor" (p. vi). In spite of the 

substantive differences in their explanations of the nature of poverty in Canada, however, 

the two reports proposed similar designs for its solution. Noting this, Haddow (1993) 

observed that "each advocated a comprehensive approach that would eclipse needs-tested 

social assistance. A GAI was to be the centerpiece in both cases, but a variety of 

economic policies, including the vigorous pursuit of full employment, were also seen as 

necessary adjuncts. .. .The main program-related difference between the two reports 

pertained to benefit levels under the G A I " (pp. 89). 

The Canadian version of the war on poverty set in motion with the throne speech 

in 1965 culminated in the initiation of the Social Security Review in 1973. Release of the 

Working Paper on Social Security in Canada (the Orange Paper) set the terms of 

reference for a comprehensive federal/provincial review of social policy. Its purpose was 

to determine "how best to achieve the objective of security of income for all Canadians" 

(Lalonde, 1971, p. 4). As they reflect the scope and scale of government thinking on 

social security reform in 1973 and provide a sharp contrast with the social policy reform 

discourse over the next decade, they are reproduced in the appendix. (Lalonde, 1971, pp. 

20-40). 

The Social Security Review was quickly mired down in inter-departmental and 

inter-governmental jurisdictional squabbles (Haddow, 1993, pp. 120-163). By 1975, 

however, these tensions were overshadowed and overtaken by the global economic crisis 
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triggered by the 1973 oil embargo. Canada's economy plummeted into recession, 

effectively foreclosing the Liberal government's consideration of new program initiatives 

under the welfare state agenda and initiating the welfare reform agenda, as discussed in 

Chapter 3. According to Haddow (1993): "In early 1975 Finance scored its first major 

victory in the Review.. .Thereafter, the core anti-spending assumption of Finance's 

accumulation strategy was advanced more aggressively and successfully both by 

provincial treasuries and by Finance itself. This assumption was increasingly adopted by 

both levels of government.. .No government apparently challenged the conventional 

economic orthodoxy in Canada that in economically troubled times, the best policy was 

restraint and retrenchment." (p. 163). 

Table 3-8 reflects the changes in federal expenditures on social policy that 

ensued. By the mid-eighties, in fact, federal per capita expenditures had been cut almost 

in half, in response to the clarion call of economic crisis, as discussed in Chapter 3; in the 

nineties the cuts were even deeper. Table 4-3 illustrates the poverty profile for the period 

1971 to 1996. As it reflects, over the course of the 25-year period, poverty rates for 

unattached individuals have been from two-and-a-half to three times higher than those for 

families. A major reason for the lower poverty rates among families compared to 

unattached individuals is that they often have a second family member in the labour 

force. Over the last quarter century, the percentage of married couples with both spouses 

in the work force has increased dramatically. Two earner couples, in fact, now outnumber 

one-earner couples. In addition, among older families are couples who have retired from 
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the labour force; both spouses had careers outside the home and both get pension benefits 

(National Council on Welfare, 1998, p. 15). 

Table 4-3: Incidence* of Low Income (Poverty) Among Families and Unattached 
Individuals, 1971-1996 

Year Families Unattached 
1971 16.4 38.3 
1972 13.4 35.0 
1973 14.1 39.6 
1974 12.3 38.6 
1975 12.0 38.1 
1976 11.2 35.7 
1977 11.9 37.9 
1978 11.2 36.7 
1979 11.9 34.3 
1980 13.2 43.5 
1981 13.1 42.0 
1982 14.2 42.6 
1983 15.2 46.3 
1984 15.8 43.8 
1985 14.4 43.2 
1986 13.5 41.5 
1987 13.1 40.6 
1988 12.2 40.4 
1989 11.1 37.1 
1990 12.3 37.4 
1991 13.0 39.4 
1992 13.5 39.8 
1993 14.6 40.5 
1994 13.5 40.6 
1995 14.2 39.3 
1996 14.5 40.2 

Source: 1971 to 1979 data from Statistics Canada, Income Distributions by Size .Preliminary Estimates, 
Catalogue 13-206 Annual;. 1980-1996 from Statistics Canada, Income Distributions by Size in Canada, 
1997, Catalogue 13-207-XPB 
* The incidence compares the number of poor persons, families or unattached individuals in a particular 
category to all the persons, families or unattached individuals in the same category. It is commonly 
interpreted as the poverty rate. 

As the poverty rate for both families and unattached individuals fluctuates in 

tandem with the unemployment rate in modern (and post-modern) society, the 



relationship between changes in poverty and changes in unemployment are positively 

correlated. Chart 4-A demonstrates the relationship by plotting the average annual 

unemployment rate for people 15 years and older against the poverty rate for people 18 to 

65 (the group most likely to be in the labour force). While unemployment was already 

relatively high at the beginning of the decade, the recession of 1981-83 pushed it into 

double digit rates. Even with the end of the recession, the unemployment rate did not 

recover to its 1980-81 level, except for the dip in 1988 to 7.5. In contrast to the slow rise 

and slower fall pattern of unemployment following this, poverty continued to increase 

steadily from its 1988 low of 11.8 percent, reaching a high of 16 percent in 1996 in 

conjunction with an unemployment rate of 9.7. As the chart indicates, it also reached 16 

percent in 1983, but that was at the height of the recession when unemployment was at 

11.9. 

Chart 4-A: Unemployment and Poverty Among Working-Age People, 1980-1996 

o -I 1 i i 1 i i i i i i 1 i i i i i 

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 

Unemployment rate Poverty Rate 

Source: National Council of Welfare (1998). Poverty Profile 1996. Ottawa: Minister of Public Works and 
Government Services, 13 
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A change in the relationship between poverty and unemployment is suggested by 

the changed pattern. Not only did poverty continue to increase slowly even though 

unemployment was declining; the area between the unemployment rate and the poverty 

rate on Chart 4-A increased in the 1993-1996 period, suggesting that the poverty rate and 

the unemployment rate are not as closely tied as in the past. This relates to the 

relationship between transitory and persistent poverty. Transitory poverty refers to people 

who are rendered poor by unemployment. Their poverty, like their unemployment, tends 

to be a transitory state. Persistent poverty, on the other hand, refers to people for whom 

poverty is a way of life. In 1994, the Canadian Council on Social Development observed 

that for over 40 percent of those who are poor in any given year, poverty will persist for 

at least five years (Ross, Shillington & Lochhead, 1995, pp. 31-32). A research paper 

published in Statistics Canada's Income Research Paper Series found that "one in 20 

Canadians are exposed to low income for 4 consecutive years....some spells of low 

income last a long time: of all spells started in 1994 30% lasted three years or more" 

(Drolet, 1999, p. 1). Those most likely to experience persistent poverty are the working 

poor, the elderly, single parent mothers and children in persistently poor households. 

Working Poor. As the Senate Committee on Poverty reported in 1971, the 

majority of poor families work. In 1996,23 percent of the families in the non-elderly low 

income category had primary breadwinners who worked full time; 35 percent worked 

part time. Only 41 percent were not employed at all (National Council of Welfare, 1998, 

p. 74). As defined by the National Council of Welfare, the working poor are people who 

earn at least 50 percent of their income from paid employment. Table 4-4 reflects their 

distribution by family type and by income for 1996. 
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Table 4-4: Poor Families and Unattached Individuals Under 65 With Earnings of 
50 Percent or More of Total Income, 1996 

Unattached 
Men 

Unattached 
Women 

Childless 
Couples 

Couples 
with 

Children 

Single-
Parent 

Mothers 
Total Number of Poor 
Families or Unattached 
People* 

466,000 387,000 175,000 349,000 367,000 

Number with Earnings of 
50 Percent or More of 
Total Income 

233,000 220,000 79,000 208,000 82,000 

Percentage with Earnings 
of 50 Percent or More of 
Total Income 

50% 57% 45% 60% 22% 

Average Annual Earnings $7,601 $8,202 $12,618 $16,862 $12,527 
Average Income from 
Sources Other than 
Earnings 

$1,182 $989 $2,035 $5,212 $4,097 

Average Total Income $8,783 $9,191 $14,653 $22,074 $16,624 
Earnings as a Percentage 
of Total Income 87% 89% 86% 76% 75% 
Average Depth of 
Poverty 

$6,768 $7,471 $6,853 $8,866 $9,604 

*The proportion of the persistently poor was deducted from the working poor total, so they were 
not counted twice. 
Source: National Council of Welfare (1998). Poverty Profile 1996. Ottawa: Minister of Public Works and 
Government Services, pp. 53 and 75. 

Table 4-4 reflects that for each type of family unit, earnings from paid 

employment constituted 75 percent or more of their total income. For each category, the 

average total income fell far below the average family income in 1996 of $57,544 

(Statistics Canada, 1999, 25). Furthermore, their income fell well below Statistics 

Canada's low-income cutoffs, as reflected in the average depth of poverty experienced by 

that type of family unit. In 1990, 53 percent of the 1,274,000 poor families and 

unattached individuals under 65 earned 50 percent or more of their income from paid 

employment (National Council of Welfare, 1992, p. 57). The proportion had decreased to 
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47 percent in 1996, though their numbers had actually increased. The number of poor 

families had increased to 1,744,000 in 1996, representing a 36 percent increase; the 

number of working poor family units increased from 679,000 to 822,000, representing a 

21 percent increase. 

Seniors. Unlike the working poor, seniors are outside the workforce and therefore 

entirely dependent on pensions or transfer payments for income. Due to improvements in 

social security programs - such as CPP and OAS - poverty rates among seniors 

dramatically fell over the course of the welfare state. Between 1980 and 1996, the 

poverty rate for men 65 and older declined from 27.3 percent to 12.4. For senior women, 

it declined from 38.4 percent to 23.9 over the same period (National Council of Welfare, 

1998, 89). The slower decline for senior women is explained primarily by ineligibility for 

CP. For the 722,000 seniors who lived below the poverty line in 1996, poverty is a way 

of life. Among the persistently poor, however, they are relatively well off for the average 

depth of poverty for unattached seniors was about $3,400 (Statistics Canada, 1997, pp. 

36-37). 

Poor Families with Children. In contrast to seniors, single parent mothers are the 

poorest of the poor, as measured by the depth of poverty. Between 1980 and 1996, their 

poverty rate increased from 57.3 percent to 60.8, and throughout this period they 

experienced one of the severest depths of poverty (Statistics Canada, 1997, pp. 34-37). 

After single parent mothers, couples with children experienced the next highest average 

depth of poverty in 1996. In effect, this defines the children of persistently poor 

households. In the stratification of poverty, they live in the households on the lowest rung 
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of the ladder. Child poverty will be discussed in detail in the next chapter. Chart 4-B 

compares the number of persistently poor with the number of all poor persons. 

Chart 4-B: Categories of Persistent Poverty, 1982-1997 
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• couples with children uncer 18 years of age elderly, 65+ 
—A—female lone parent families —3 *— all poor persons 
—la— Total (persistent) 

Source: Chart constructed from data provided in Statistics Canada (1997). Income distributions bv size in  
Canada. Catalogue no. 13-207-XPB. Ottawa: Minister of Industry. 

The total (persistent) line in Chart4 -B shows the cumulative dimension for the 

persistently poor categories at the bottom of the chart. The chart provides an indication 

of the dimensions of persistent poverty versus transitory poverty. Considered in 

conjunction with Chart 4-A, it appears that persistent poverty constitutes the majority of 

poverty. Table 4-5 summarizes the poverty trend for all persons between 1969 and 1996. 
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Year Number of Persons 
Living in Poverty 

Poverty Rate 

1969 4,851,230 23.1 
1971 4,537,300 20.6 
1973 3,564,480 15.8 
1974 3,088,120 13.5 
1976 2,986,780 12.7 
1977 3,307,640 13.9 
1980 3,871,000 16.0 
1981 3,910,000 16.0 
1982 4,265,000 17.3 
1983 4,653,000 18.6 
1984 4,737,000 18.1 
1985 4,949,000 17.7 
1986 4,454,000 16.6 
1987 4,253,000 16.4 
1988 4,040,000 15.4 
1989 3,770,000 14.1 
1990 4,179,000 15.4 

1991 4,543,000 16.5 
1992 4,757,000 17.0 
1993 5,143,000 18.0 
1994 4,941,000 17.1 
1995 5,205,000 17.8 

1996 5,294,000 17.9 

Source: Poverty rates from 1969 to 1977 are based on estimates prepared by Statistics Canada as 
reported in Donald M . Caskie, Canadian Fact Book on Poverty, 1979 (Ottawa: Canadian Council 
on Social Development, 1979, p. 24); number of persons data calculated from poverty rate as 
reported and population reported in CANSIM, matrix D3148; data from 1980 to 1996, from 
Statistics Canada, Income Distributions by Size in Canada, 1997, Catalogue No. 13-207-XPB, pp. 
28-29. 

In summary, the poverty profile before and after reform reflects general trends of 

decreasing poverty over the welfare state period and increasing poverty over the reform 
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period. A n examination of poverty trends in terms of family units over the reform period 

reveals even more about the pattern of increases in poverty in the post-welfare state cum 

reform order. Chart 4-C summarizes poverty trends by family unit for the period 1980-

1996. 

Chart 4-C: Poverty Trends for Family Units, 1980-1996 
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Non-Elderly Couples without Children 
•Non-Elderly Lone Parent Families 

Source: Statistics Canada, Income Distributions by Size in Canada, 1997,Catalogue No. 13-207-XPB, p34-
35 

Chart 4-C highlights the dramatically higher poverty rates for lone-parent families 

and unattached individuals. The consistency of this over the period is particularly 

noteworthy. Poverty trends for family units in the reform era may be summarized in 

terms of the stabilization of the pattern of poverty by type of family unit. In this context, 

reform discourse on poverty precludes expectations for significant change in these 

patterns. The profile of poverty raises the question of what it means to be non poor but 
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near poor in a society were poverty is persistent and pervasive, and a secondary priority 

at best on the public policy agenda. This is examined in the next section. 

Standard of Living Profile 

Considered in context, poverty in Canada is the end point in a continuum of 

income inequality. The context of poverty, in other words, is income inequality. Income 

is the primary determinant of standard of living. Standard in this sense is a measure of 

something's traits - attributes such as capacity, quantity, content, extent, value and/or 

quality. As income determines standard of living, it is a measure of consumption 

attributes (a standard of consumption in other words). In a market economy where the 

role of the consumer is the primary link between the individual and social institutions, the 

standard of living provides a powerful cultural symbol for the standard of worth of a 

consumer, a measure of the social worth of the individual. Thus, as a measure of standard 

of living, income has potent objective and inter-subjective meanings of what it means to 

be poor/non-poor or non-poor/near-poor. Chart 4-D provides a profile for the 1971-1996 

period of ranks in the standard of living stratification hierarchy measured by income in 

Canadian society. 

The two top lines in the graph compare average and median incomes, both 

reported in constant dollars. Average family income is based on the measurement of 

mean income. As such, it does not reflect the income of the average (usual or run of the 

mill) Canadian family. Rather, it reflects the degree to which income in Canada is 

skewed. Median income, on the other hand, is a measure of the income in the middle of 

the income distribution - 50 percent of the population earn more, and 50 percent earn 

less. In this sense, it is a better indicator of the usual or ordinary standard of living in 
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Canada. A comparison of average and median income (constant) over the 1971-1996 

period indicates that there was a smaller gap between them in 1971 than 1996. Over the 

course of the period, they fluctuated in tandem, but average income rose faster than 

median income from the early eighties on. 

Chart 4-D: Income Trends, 1971-1996 

70,000 - i 1 

—•— Average Family Income (constant ) Median Family Income (constant $) 
—A— Median Family Income (current $) X LICO** 

**LICO cited in chart are based on current dollars for a family of four, area of residence 100,000-499,999. 
Source: Statistics Canada, Income Distributions by Size in Canada, Catalogue 13-206 Annual and 13-207-
X P B . 

Median income is also reported in current dollars. The impact of inflation is 

reflected in the comparison of the two median income lines - constant versus current 

dollars. This, in fact, provides a context for interpreting the LICO line, which is reported 

in current dollars. In 1971, median income (current dollars) was $9,347; LICO for a 

family of four living in a moderate size (100,000-499,000) urban area was $4,697, just 



95 

half (50.3 percent) of median income. By 1995, the median income (current dollars) was 

$48,079 (while median income in constant dollars was $48,813), and LICO was $27,235. 

Thus, LICO had increased to 55.8 percent of median income, in effect reflecting the 

higher cost of basic needs such as housing. 

The LICO lines, in fact, represent the top rung of a penury hierarchy. As indicated 

earlier in Table 4-4, on average the income of poor family units fell below the LICO lines 

in 1996 by between $6,853 and $9,604. What this reflects is that poverty itself has a 

pecking order. Above the LICO lines are the non-poor. There is also an income hierarchy 

for them. Those near or at the bottom of this hierarchy have a standard of living that is 

only marginally different from those at the top of the penury hierarchy. The stratification 

of income distribution in Canada is reported in terms of the percentage distribution of 

income captured by quintiles of the population. Chart 4-E provides the quintile 

distribution of income for families for selected years from 1951 to 1996 for which data is 

available. 

The relative stability of income distribution across the five quintiles over the 

course of the 45-year period reflected in Chart 4-E is striking in the context of 

phenomenal growth in the Canadian economy. Between 1961 and 1971, Canada's GDP 

(constant dollars) increased from $435,148,000 to $795,415,000; by 1996, it had 

increased to $1,561,648,000. The role of the welfare state, in fact, was to stabilize income 

distribution, not to change it, and welfare state programs were largely financed by 

economic growth, not by vertical income redistribution. In effect, economic growth 

shielded the income of lower and middle income earners in the quintile array from the 

burden of income redistribution (Gillespie, 1978). The economic recession of the early 
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seventies eroded the shield. The impact on quintile distribution is indicated in Table 4-6 

which displays the average income of quintiles over 1951-77 (the welfare state period), 

1978-88 (a period which corresponds to the initiation of reform), and 1989-96 (the period 

which corresponds to the maturation of the reform agenda). 

Chart 4-E: Percentage Distribution of Total Income of Families By Quintiles, 
Selected Years, 1951-1996 
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Source: From 1951 to 1967, from the Special Senate Committee on Poverty (1971). Poverty in Canada, 
Ottawa: Alger Press Limited, p. 15. 
1978 and 1979 from Statistics Canada, Income Distributions by Size in Canada, 1997, Catalogue no. 13-
207-XPB. 
1980-1996 from Statistics Canada, Income Distributions by Size in Canada, 1997, Catalogue no. 13-206 
Annual. 
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Table 4-6: Average Percentage Distribution of Total Income of Families by 
Quintiles, 1951-77,1978-88, and 1989-96 

Quintile 1951-1977 1978-1988 1989-1996 
Lowest 6.5 6.3 6.3 
Second 13.2 12.5 12.2 
Middle 18.0 18.1 17.6 
Fourth 23.5 24.1 24.0 
Highest 38.8 39.0 39.9 
Total 100.0 100.0 100.0 

Source: 1951 to 1967 - from the Special Senate Committee on Poverty (1971). Poverty in Canada. Ottawa: 
Alger Press Limited, p. 15. 

1978 and 1979 - from Statistics Canada, Income Distributions by Size in Canada, 1997, Catalogue 
no. 13-207-XPB; 

1980-1996 - from Statistics Canada, Income Distributions by Size in Canada, 1997, Catalogue no. 
13-206 Annual. 

Only two quintiles reflect a decline in their share of income between the 1951-77 

and 1978-88 periods - the lowest and second quintiles. The third, fourth and highest 

quintiles all experienced increases. This was in the dual context of 1) a sluggish 

economy, when it was not in recession in the early eighties; and 2) major cutbacks in 

social policy expenditures (the erosion of the shield in other words). The fourth quintile, 

high income earners already, experienced the greatest increase as their share of the 

income pie increased from 23.5 percent to 24.1 percent. 

In the final period, dubbed the maturation of reform, the lowest quintile 

(mercifully) did not decline (nor increase for that matter). The second, third and fourth 

quintiles all experienced declines, but the highest quintile actually experienced an 

increase (to the disadvantage of the others). To paraphrase an old adage, the rich got 

richer, and the rest got a little poorer. The second quintile, the near poor, experienced the 

largest decline in their share of income over the three periods - from 13.2 percent in the 

1951-77 period to 12.2 percent in the 1989-96 period. In the context of standard of living, 

for the 20 percent of the population who are in the second quintile, to be near poor means 



to have slipped back in the consumer race relative to the other 60 percent of the 

population. They were closer to the poor in 1996 in terms of income share than they 

in 1977, and further from the other non-poor. 



CHAPTER 5 

ASSESSING THE COST OF REFORM: CHILD POVERTY 
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The concept of cost, like effectiveness, is grounded in public policy evaluation. It 

relates directly to the methodology of cost-benefit analysis, and in the context of public 

policy evaluation generally refers to the sacrifice, detriment or loss incurred by a course 

of action in the public domain. The social costs and benefits of social policy reform were 

generally examined in terms of the poverty and standard of living profiles discussed in 

the last chapter. This focused the assessment in terms of winners and losers, which in 

effect serves to legitimate the outcomes in terms of reform ideology. When are costs 

untenable, no matter how laudable the goals? This chapter broaches this issue by 

examining the cost of social policy reform on childhood. Two dimensions are addressed: 

- a profile of child poverty 

- a profile of the impact of poverty on childhood 

Child Poverty Profile 

In 1971, the Report of the Special Senate Committee on Poverty noted that 

"almost one-quarter of the 3.5 million families with children under 18 are below the 1967 

poverty levels" (23). In that same year, according to a National Council of Welfare 

Report (1975,4), 24.5 percent of Canada's 6,759,373 children under 16 lived in poverty. 

(Not included in this are children living in institutions, children living in the Northwest 

Territories, or children living on reservations). Their distribution by province is indicated 

in Table 5-1. 
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Table 5-1: Children 16 Years and Younger Living in Poverty, by Province and 
Areas of Residence, 1971 

Number of Percent of Total 
Children Number of Children Area of Residence 

Province Living in in Province Rural Urban 
Poverty 

Newfoundland 92,783 45.3 54.6 45.4 
P.E.I. 14,111 37.3 44.6 55.4 

Nova Scotia 75,983 29.8 35.3 64.7 
New Brunswick 75,520 34.9 42.9 57.1 

Quebec 528,843 28.1 37.1 62.9 
Ontario 400,690 17.1 22.8 77.2 

Manitoba 95,874 31.6 50.0 50.0 
Saskatchewan 114,081 38.4 53.6 46.4 

Alberta 135,150 24.8 44.2 55.8 
British Columbia 116,301 17.9 19.2 80.8 

Source: National Council of Welfare, Poor Kids (Ottawa: np, 1975), 5. 

As Table 5-1 reflects, Newfoundland and Saskatchewan had the highest 

proportion of children living in poverty. However, the largest concentrations of poor 

children lived in Quebec and Ontario, two provinces with much lower proportions of 

children living in poverty. Of course, these were the most populous provinces in Canada; 

their combined populations accounted for 64 percent of Canada's total population. Thus, 

while the child poverty rates were not high, relatively speaking, the actual numbers of 

poor children were the largest. This reflects the disjuncture between rates and numbers. 

In four provinces - Nova Scotia, Ontario, Quebec and British Columbia - child poverty 

was concentrated in the urban areas. Only in two provinces - Newfoundland and 

Saskatchewan (the two with the highest proportions of child poverty) - did rural child 

poverty account for more than 50 percent of child poverty. 

For the data in Table 5-1, children were defined as persons 16 years and younger. 

According to the National Council of Welfare (1992, 8), Statistics Canada published data 
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on child poverty for children under 16 as well as children under 18. While the 16 years of 

age cut-off was used in the past, it has been displaced by the 18 years of age cut-off in the 

last decade. Data on child poverty utilizing the 18 years of age cut-off is used here unless 

otherwise specified. Table 5-2 reflects the poverty profile for Canadian children under 18 

years of age from 1971 to 1996. As it reflects, the child poverty rate declined from a high 

of 31.4 in 1971 to 12.9 in 1980. Thereafter, it rose and fell in a pattern similar to the 

family poverty rate. 

Table 5-2: Children Under 18 Years of Age Living in Poverty, 1971 -1996 

Number Rate 
1971 2,574,000 31.4 
1972 2,236,000 27.5 
1973 2,057, 000 25.5 
1974 1,634, 000 20.4 
1975 1,313, 000 16.5 
1976 1,217, 000 15.5 
1977 1,186, 000 15.2 
1978 1,045, 000 13.6 
1979 1,044, 000 13.8 
1980 968, 000 12.9 
1981 1,073, 000 14.5 
1982 1,236, 000 17.0 
1983 1,260, 000 17.5 
1984 1,240, 000 17.4 
1985 1,240, 000 17.5 
1986 1,120, 000 15.9 
1987 1,035,000 14.6 
1988 945,000 13.3 
1989 907, 000 12.6 
1990 1,060, 000 14.6 
1991 1,207, 000 16.5 
1992 1,234, 000 16.7 
1993 1,383, 000 18.5 
1994 1,304, 000 17.3 
1995 1,389, 000 18.4 
1996 1,414, 000 18.6 

Note: Number of children in poverty based on number of low income children under 18 years of age, in 
families, 1978-based low income cut offs. 
Source: Statistics Canada, Survey of Consumer Finances, unpublished data. 
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Child poverty is a function of family poverty. Table 5-3 indicates trends in poverty rates 

for families with children for the period 1980 to 1995: 

Table 5-3: Poverty Rates for Selected Non-Elderly Family Types, 1980-1995 

Year Two-Parent Single-Mother Single-Father 
Families Families Families 

1980 9.7 57.3 25.4 
1981 10.2 53.5 18.7 
1982 11.9 59.3 26.1 
1983 12,6 60.7 28.6 
1984 13.1 62.3 27.0 
1985 11.8 61.1 26.9 
1986 10.9 57.7 23.4 
1987 10.3 58.3 18.4 
1988 9.1 55.3 24.6 
1989 8.7 52.9 20.3 
1990 9.8 59.5 25.5 
1991 10.8 60.3 22.6 
1992 10.6 56.9 18.9 
1993 12.2 59.0 30.9 
1994 11.5 56.4 32.3 
1995 12.8 56.8 30.7 

Source: Canadian Council on Social Development, www.ccsd.ca/fs_pov95.htm 

As Table 5-3 reflects, poverty rates increased for all three family types in the 

early eighties and began to decline as the recession of the early eighties receded. For the 

period 1986-90, poverty rates in all three family types averaged lower than for the period 

1980-85. However, in the 1991-95 period, the average poverty rate increased again. This 

is summarized in Chart 5-A. 

http://www.ccsd.ca/fs_pov95.htm


103 

Chart 5-A: Average Poverty Rates for Selected Non-elderly Family Types, 
1980-85,1986-90 and 1991-95 

1980-85 1986-90 1991-1995 

•Two Parent Families •Single-Mother Families • Single-Father Families 

As Chart 5-A reflects, only mother-led lone parent families registered an overall 

decline in poverty rates. Family poverty rates not only vary by the number of parents, as 

Table 5-3 reflects, but they also vary with the age and number of children. The risk of 

poverty is higher for families with young children (because it limits labour force 

participation of the primary caregiver and/or incurs childcare costs), for families with 

more children, and for single-parent families (especially female headed single parent 

families) (National Council of Welfare, 1992,34). In addition, poverty is higher for 

young families as the employment earnings of workers under 35 years of age sharply 

declined in the late seventies (Picot & Myles, 1996,17). To forestall family 
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impoverishment, women entered the labour force in droves. Between 1973 and 1991, the 

number of dual-earner families with children increased from 38 percent to 62 percent 

(Picot & Myles, 1996, 18). The movement of mothers with young children into the labour 

force created the need for alternative care arrangements. Statistics Canada's 1981 Survey 

of Child Care Arrangements found that 52 percent of all children under six were in 

alternative care - that is, cared for by someone other than a parent on a regular basis 

(Anon, 1987,19). A 1994 survey by Statistics Canada found that 32 percent of children 

(0-11) were in child care for an average of 21 hours a week (Anon, 1997, 5). 

In 1971, the poverty rate for all family units was 16.4 percent. As Table 4-3 

indicated, throughout the seventies it declined, dropping to 11.2 percent in 1976 and 

again in 1978. However, during the recession of the early eighties, the number of poor 

families rapidly increased to 14.2 percent in 1982. The family poverty rate peaked at 15.8 

percent in 1984. Chart 5-B provides a profile of child poverty in Canada from 1971 to 

1996. 

As Chart 5-B reflects, the number of children living in poverty declined rapidly in 

the seventies. By 1981, in fact, there were almost 40 percent fewer children living in 

poverty than in 1971. Since 1980, however, while the numbers have fluctuated, the 

general trend has been toward increases in the number of children living in poverty. 
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Chart 5-B: Trends in Child Poverty, 1971-96 
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Source: Statistics Canada, Survey of Consumer Finances, unpublished data. The number of children in 
poverty based on number of low income children under 18 years of age in families. 1978-based low income 
cut-offs. 

Table 5-4 compares the distribution of child poverty by province for 1976,1986, 

and 1996. As it reflects, between 1976 and 1986 the proportion of children living in 

poverty decreased in five provinces (Newfoundland, PEI, Nova Scotia, Ontario and New 

Brunswick) and increased in five provinces (Quebec, Manitoba, Saskatchewan, Alberta 

and British Columbia). 

The five provinces that experienced a decrease represented 38 percent of all poor 

Canadian children under 18; the other 62 percent lived in the five provinces that 

experienced an increase. The record for the period between 1986 and 1996 illustrates a 

significantly different trend. The proportion of children living in poverty decreased in 

only three provinces (Newfoundland, Saskatchewan and British Columbia); and 

increased in seven provinces (PEI, Nova Scotia, New Brunswick, Quebec, Ontario, 
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Manitoba, and Alberta). The three provinces that experienced a decrease represented 18 

percent of all poor Canadian children under 18; the other 82 percent lived in the seven 

provinces that experienced an increase. Overall, Canadian children were worse off in 

1996 then they were in 1976. 

Table 5-4: Distribution of Child Poverty by Province, 1976,1986, and 1996 

Province 1976 1986 1996 
Number Percent Number 3ercent Number Percent 

Newfoundland 66,000 27.5 49,000 25.2 27,000 18.4 
PEI 10,000 23 6,000 15.7 6,000 16.1 
Nova Scotia 56,000 19 43,000 17.4 52,000 22.3 
New Brunswick 60,000 23.5 38,000 17.9 35,000 18.6 
Quebec 361,000 17 315,000 18.1 354,000 19.9 
Ontario 336,000 12.2 287,000 11.4 512,000 18.1 
Manitoba 60,000 17.3 65,000 21.2 66,000 21.3 
Saskatchewan 58,000 17.7 71,000 22.7 59,000 19.9 
Alberta 92,000 13.9 103,000 14.3 140,000 17.8 
British Columbia 118,000 14.7 143,000 17.9 168,000 17.6 

Note: Number of children in poverty based on number of low income children under 18 years of age, in 
families, 1978-based low income cut-offs. 

Source: Statistics Canada, Survey of Consumer Finances, unpublished data. 

In response to the House of Commons Resolution in 1989 to seek elimination of 

child poverty by the year 2000, a coalition of national, provincial and community non

governmental organizations organized Campaign 2000. In initiating the campaign in 

November 1991, the founders declared: "We are committed to promoting and securing 

the full implementation of the House of Commons Resolution of November 24,1989" 

(Campaign 2000 website, http://www.campaign2000.ca). To keep a check on progress, 

the association began issuing an annual Federal Report Card which provides a profile of 

trends in child poverty. Reporting "What has happened since 1989?", the 1998 report 

card noted that (Campaign 2000 website): 

the number of poor children increased 60 percent 

http://www.campaign2000.ca
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Nearly a decade since the House of Commons resolution to eliminate child 
poverty, the number of poor children has increased by 564,000 an increase of 
60%. In 1989, about 1 out of 7 children was poor according to LICO; by 1996, 
1 child in every 5 is poor. 

children in families with incomes less than $20,000 increased 65 percent (in 

constant 1996 dollars) 

The average poor family with children lives $9514 below the LICO. This is 
defined as the depth of poverty. The poverty gap is the money it would take to 
lift all poor children in Canada out of poverty. This increased from $4.4 
billion in 1989 to $7.5 billion in 1996 (constant 1996 dollars). 

children in families experiencing long-term unemployment increased 33 percent 

Between 1989 and 1994, child poverty generally rose and fell with the 
unemployment rates. In 1995 and 1996, however, the child poverty rate 
continued to go up even though the unemployment rate went down. This is 
because the jobs that have been created are largely part-time, low wage, 
contract or seasonal and offer few or no benefits. Part-time jobs comprise 
about 1 in 5 jobs today in contrast to 1 in 10 in the mid-1970s. 

children in working poor families increased 45percent 

In 1996, over half a million children (544,000) lived in families in which the 
parents together has a full-year of employment, yet they were still poor. 
Children of full-time working parents comprise more than one-third (36%) of 
all poor children. 

children in families needing social assistance increased 51 percent 

children living in unaffordable rental housing increased 91 percent 

poor children in two-parent families increased 43 percent 

poor children in lone-parent families increased 92 percent 

50.4 percent of poor children live two parent families 

"Most poor children live in a family, that includes two parents, one or two 
children under 18 years, is led by an adult in his late 30s who has graduated 
from high school. In general, poor families live in larger communities, live in 
rental accommodations and receive most of their income from work or work 
and social assistance." 
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Child Poverty Impact Profile 

Impact refers to a violent contact or collision. It provides an apt metaphor for the 

influence of poverty on childhood. Research indicates that it is multifaceted and 

multidimensional. This profile focuses on health impacts in order to outline the scale of 

physiological violence on childhood wrought by poverty. 

Poor children are at higher risk of poor health than non-poor children. The quality 

of nutrition and housing, two factors that are directly affected by income, directly impact 

on the health of a child, even before its birth. Regarding nutrition, for example, dietary 

deficiencies in expectant mothers increase the likelihood of prenatal and perinatal 

mortality or pre-maturity. Ini989, the Standing Senate Committee on Social Affairs, 

Science and Technology was charged with "examining and reporting upon the 

relationship between childhood poverty and certain significant and costly social 

problems." Its final report, the Marsden report, submitted in January 1991, citing 

evidence submitted by the Canadian Medical Association and the Ontario Medical 

Association, noted: "The incidence of low birth weight, the single most important cause 

of infant mortality and a common predecessor of poor health in childhood and later life, 

is also higher among poor mothers. .. .the significance of good nutrition for pregnant and 

breast-feeding mothers cannot be overemphasized. For example, children born to poor 

parents generally weigh 200-300 grams less than infants born to their better-off 

counterparts" (Standing Senate Committee on Social Affairs, 1991, p. 34). 

The effects of poverty on infants are mediated through low birth weight which 

greatly increases a child's risk for a host of health problems in early and later stages of 

life. "Over the longer term, these same infants run greater risks of mental deficiencies, 
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physical handicaps, slow or retarded growth and neuromotor problems" (Standing 

Committee on Social Affairs, p. 34). Malnutrition contributes to developmental delay, 

which may in turn contribute to "generational poverty" (Malikin, 1973, p. 235). 

According to Statistics Canada's National Longitudinal Survey of Children and Youth 

(NLSCY) launched in 1994: "During the first three years of life, children's brains and 

nervous systems are growing and developing, and they are acquiring language, motor and 

social skills. A good foundation for healthy child development thus depends largely upon 

the mother's health and health habits during her pregnancy" (Anon, 1997, p. 5). 

The connection between poverty and health isn't mysterious. The lack of financial 

resources leads to poor diets. Poor nutrition is a precursor to poor health, especially for 

children. Because poor families generally cannot afford to feed their family on a 

nutritious diet of quality protein and fresh fruits and vegetables, they rely on low cost 

diets that are high in carbohydrates and sugars. In a 1991 report on child poverty, the 

Social Planning Council of Metropolitan Toronto cited reports that noted that such diets 

put children at risk because "poor nutrition undermines children's resistance to infectious 

diseases... .Twice as many low-income children are likely to suffer from chronic health 

problems than are non-poor children" (Kitchen, Mitchell et al., 1991, p. 7). 

While the links between income and nutritional health are significant, for poor 

families social assistance cut-backs have made access to food tenuous. The Marsden 

Report noted that for many low income families, particularly those living on social 

assistance, "the food budget is very often the 'catch-all' budget. In other words, non-food 

expenses which cannot be met are often subsidized by the food dollar" (Standing 

Committee on Social Affairs, 1991, p. 36). In 1992, a Statistics Canada study reported 
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that families with children, particularly families on social assistance and the working 

poor, were the most dependent on food banks. In 1991, about two million people, 

including 700,000 children under 18 years of age, received assistance from food banks 

(Oderkirk, 1992, pp. 6-7). According to Oderkirk (1992): 

Children are over represented among those receiving food relief. According to the 
Canadian Association of Food Banks in 1990, children under age 18 accounted 
for about 40% of food bank beneficiaries. However, only 25% of Canada's total 
population were children that age. In 1990, one out of every nine children under 
age 18 received emergency food assistance from the food bank an average of 3.5 
times per year. Also, families with children received two-thirds of the 3.2 million 
grocery baskets distributed in Canada that year (pp. 7-8). 

Similarly, a 1998 Hunger Count survey by the Canadian Association of Food 

Banks (CAFB) reported that 41.5 percent of food bank recipients in 1997 were children. 

Table 5-5 reflects the high proportion of children among food bank users across the 

provinces in 1997. 

Table 5-5: Number of People Assisted by Food Banks, by Province, 1997 

Province Total Number Assisted Percent Children 
British Columbia 45,039 38.6 

Alberta 35,572 39.0 
Saskatchewan 17,019 48.3 

Manitoba 32,668 40.2 
Ontario 161,685 42.5 
Quebec 188,440 not reported 

New Brunswick 15,985 35.7 
Prince Edward Island 4,246 44.3 

Nova Scotia 26,190 39.6 
Newfoundland 33,871 44.0 

Note: Food banks submitted totals served without a breakdown by adults and children. 
Source: Canadian Association of Food Banks, Hunger Count 98, http://www.icomm.ca/cafb/ 

Reflecting on the 1998 survey, the C A F B concluded "food bank use doubled from 

1989 to 1997, and then grew by 5.4 percent from 1997 to 1998. This situation is 

http://www.icomm.ca/cafb/
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particularly disturbing. Even in a period of economic growth, hunger continues to 

increase throughout Canada" (Canadian Association of Food banks, 1998). A more 

systematic examination of the problem of child hunger in Canada was undertaken by 

Human Resources Development Canada. Based on a careful analysis of data from the 

National Longitudinal Survey of Children and Youth, a strategic policy working paper 

prepared for the department concluded that: 

Hunger, a consequence of extreme disadvantage, was experienced by 1.2% (206) 
of the families.. .Single parent families, families on social assistance and 
Aboriginal families are over-represented. One third of the families experiencing 
hunger are ... the working poor. Hunger was a problem that co-occurred with the 
mother's poor health and activity limitations. The difference in annual income 
between those who experience frequent hunger and those who experience 
occasional hunger is $5000 (Mclntyre, Connor & Warren, 1998, p. 3). 

In 1975, a Nutrition Canada survey reported a lower protein diet among mothers 

in low income categories (Canada. Bureau of Nutritional Sciences, 1975). Not only are 

higher protein foods too expensive for low-income earners, the survey also indicated a 

lower intake of all nutrients among women from lower income groups. N L S C Y identifies 

low income as a health risk factor for all children, not only expectant mothers. One in 

four Canadian children under age 12 lived in low-income families in 1994 (Anon, 1997, 

8). The nature of the risk relates more to disabilities than infectious disease. Childhood 

morbidity and mortality rates have been greatly reduced over the course of the century as 

a result of improvements in neonatal care, public hygiene, and mass immunization 

programs that protect children from infectious disease. "As a result, disabilities have 

replaced infectious disease as the most challenging health problems incurred by children" 

(Oderkirk, 1993, p. 23). The proportion of Canadian children under age 15 with 
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disabilities increased from 5 percent in 1986 to 7 percent in 1991 (representing 389,400 

children) (Oderkirk, 1993, p. 23). The most common chronic health conditions affecting 

Canadian children in 1991 were allergies, learning disabilities, asthma, bronchitis, 

behavioral or emotional difficulties (Oderkirk, 1993, p. 25). 

The link between disabilities and poverty is clear according to Statistics Canada's 

1991 Health and Activity Limitation Survey (HALS): 

In general, incidence of disability is higher among children and youth under age 
20 living in families with the lowest incomes than those in families with higher 
incomes. The reported disability rate for young people from families with the 
lowest incomes (8%) in 1986 was over twice as high as that for those from high-
income families (4%) when the population of children and youth with disabilities 
was divided into quintiles by family income. The differential was even greater 
among the most severely disabled young people. The rate of severe disability for 
every 1,000 children and youth was five times higher for those families with the 
lowest incomes (3.0 per 1,000) than for those from families with the highest 
incomes (0.6 per 1,000). (Oderkirk, 1993, p. 25) 

Poor children are not only at a higher risk of poor health than non-poor children. 

They are also at a higher risk of mortality. The mortality data published by Statistics 

Canada aggregates vital statistics on death by cause, age, sex and province. A n 

exploration of this data for trends in child mortality reveals that trends in childhood 

mortality have changed considerably over the course of the century, as reflected in Chart 

5-C. 
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Chart 5-C: Trends in Pre-School (1-4) Child Mortality, 1926-1985 

1926-30 1931-35 1936-40 1941-45 1946-50 1951-55 1956-60 1961-65 1966-70 1971-75 1976-80 1981-85 

—•—Infectious diseases accidents —A—congenital anomalies X neoplasms 

Source: Adapted from Margaret King, John Gartrell, and Frank Trovato, "Early Childhood Mortality, 1926-
1986," Canadian Social Trends (Summer 1991), 6-10. 

Infectious disease was the leading cause of early childhood mortality (death 

before age 5) in the first half of the century; deaths from non-infectious disease accounted 

for only 28 percent of mortality in the 1-4 age group in the 1926-1930 period. In contrast, 

in the 1981-1985 period, deaths from non-infectious disease caused 90 percent of early 

childhood mortality. Most deaths occur in the first year of life, accounting for 83 percent 

of early childhood mortality in the 1981-1985 period. For children aged 1-4, accidents are 

the leading cause of deaths, accounting for 42 percent in the 1981-1985 period. 

Congenital anomalies rank second as a cause of death for this age group, accounting for 

16 percent in the 1981-1985 period (King, Gartrell & Travato, 1991, pp. 7-9). 
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From 1960 on, in fact, accidents have been the leading cause of childhood 

mortality for all age groups of children under 18. Chart 5-D reflects trends in mortality 

caused by accidents for the period 1971-1996 by age group. 

Chart 5-D Trends in Mortality Rates Due to Accidents, 1971-1996, by Age Group 

Source: Data for 1971, 1976, and 1981 from Statistics Canada, Vital Statistics, Vol . 3, Catalogue 85-206 
Annual; for 1986, Catalogue 85-206; for 1991, from Catalogue 85-209; and for 1996, from 
Catalogue 84F0209XPB. 

Child mortality has significantly declined over the century and the causes of 

mortality have changed. However, these trends do not reveal anything about the 

differential rates of child mortality between poor and non-poor children. As this study is 

concerned with the nature of the relationship between federal social policy and society 

(specifically the role of federal social policy in ameliorating the risk of impoverishment) 

the question of the relationship between child poverty and child mortality is directly 

relevant. However, it is not possible to examine this question directly in the framework of 
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this study. The vital statistics data published by Statistics Canada does not provide any 

information on the social and/or economic characteristics of the individual. Therefore, an 

examination of the relationship between child poverty and child mortality would entail a 

very different kind of study. The micro studies in the social policy-poverty literature and 

the infant/child mortality and poverty studies (Tables 2-3 and 2-4) discussed in the 

literature review in Chapter 2 provide an indication of the kind of study appropriate to 

such a question. The question being explored in this assessment of the cost of reform is 

much more modest as it focuses on child poverty. Nevertheless, there is evidence that 

poor children are at much higher risk of mortality than non-poor children whatever the 

cause. 

A 1990 Canadian Teachers' Federation report on child poverty prepared for the 

Campaign 2000 initiative maintained that (p. 3): 

- The infant mortality rate is 2.5 times higher for the poorest area of Toronto 
than for the wealthiest. For Canada as a whole, it is 1.9 times higher. 

- Death from birth defects is 1.5 times higher among the poor. 

- Death from infectious disease is 2.5 times higher. 

- Death from accidents is twice as common among poor children. 

- Low birth weight babies are twice as common among the poor as among the 
wealthy. Prematurity is also more common. 

As Statistics Canada does not report mortality data by income groups, it is 

difficult to verify all of this information. However, the Marsden report pointed out that 

the infant mortality rate among the poor is almost double the rate among the rich. 

Furthermore, the report noted that "the Canadian Medical Association reports that among 

the poor, infant mortality from infectious diseases is 2.5 times more common and 
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accidental deaths twice as common as the national average" (Standing Senate Committee 

on Social Affairs, 1991, p. 34). It also pointed out that the incidence of low birth weight 

is higher among poor mothers (Standing Senate Committee on Social Affairs, 1991, p. 

34). As pointed out in the previous section, low birth weight is a primary link between 

income and health risks for infants and children. In fact, low birth weight is the single 

most important cause of infant mortality. According to a Statistics Canada report, "the 

weight of children at birth is related to the health of their mother and is a key predictor of 

their survival chances" (Millar, Strachan & Wadhera, 1993, p. 26). 
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CHAPTER 6 

HYPOTHESES AND STATISTICAL ANALYSIS 

Up to now, the dissertation has relied on case study analysis in the effort to 

understand the trajectory of Canadian federal social policy in the second half of the 20 t h 

Century in general, and specifically, to examine the impact of social policy reform in the 

last quarter of the 20 t h Century. Through this examination, the historical context and 

substance (programs) of federal social policy has been explored. This chapter utilizes 

quantitative analysis to explore the nature of the relationship between federal social 

policy and child poverty over the last quarter of the 20 t h Century. Quantitative analysis is 

the classical technology of the scientific method for examining the nature of relationships 

between variables. "Modern statistics provides a quantitative technology for empirical 

science; it is a logic and methodology of the measurement of uncertainty and for an 

examination of the consequences of that uncertainty in the planning and interpretation of 

experimentation and observation" (Stigler, 1986, p. 1). Statistical analysis is used for 

three purposes: 1) to describe the two hypotheses derived from the dissertation's 

objectives; 2) to test the hypotheses, utilizing a simple time series linear regression 

model; and 3) to examine the regression with an alternative model. 

Hypotheses 

As discussed in Chapter 1, a hypothesis was derived from each of the study's two 

objectives: 
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- Hypothesis 1 : over the period 1971-95, federal expenditure on social policy 

will be significantly negatively correlated with the number of children in 

Canada living in poverty. 

Hypothesis 2: over the period 1971-95, federal expenditure on social policy 

wil l be significantly negatively correlated with the number of children in a 

province living in poverty. 

Thus, Hypothesis 1 addresses the relationship between federal expenditures on 

social policy and child poverty in the national context; and Hypothesis 2 addresses it in 

the provincial context. The hypotheses encompass two variables - federal expenditures 

on social policy and child poverty. As the conceptualization and operationalization of 

variables constitutes the link between theory and research, it is important to clarify their 

terms of reference. 

Federal Expenditures on Social Policy. As expenditures are the concrete markers 

or indicators of a course of action in the policy sphere, FESP constitutes a valid 

operationalization for federal social policy; that is, FESP is an empirical dimension of 

social policy and inference from the operational definition (FESP) to the concept of 

federal social policy is direct. Transfer payments to persons and to other levels of 

government is a broad and inclusive approach to FESP. As discussed in chapter 3, the 

welfare state concept was based on an institutional framework of universal policies and 

selective programs to address the contingencies and exigencies of life in a market 

economy. Its primary focus is poverty prevention. A residual program, on the other hand, 

has poverty amelioration of the deserving poor through selective programs as its primary 

focus. In this context, the broad definition of FESP based on total transfer payments is 
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consistent with the examination of the dissertation's intent to examine federal social 

policy holistically, and to address the questions of whether or not it makes a difference in 

terms of the social problem of child poverty and i f targeted programs alone can 

ameliorate the problem of poverty. 

Child Poverty. As discussed in Chapter 4, child poverty is a function of family 

poverty. That is, poor children live in poor families. By and large, they live in families 

classified as working poor or single parent (not mutually exclusive categories), and 

constitute the largest demographic group of the persistently poor. However, even official 

statistics are understood to understate the true number of poor children in Canada. 

Children that live in the Northwest Territories, on reservations, and in institutions, are not 

included in the Statistics Canada data on the number of children who live in families. 

The variables used for these hypotheses are operationally defined in Table 6-1 : 

Table 6-1: Variables 

Variable Label Operational Definition 

Federal 
expenditure on 

social policy 

FESP The sum of federal transfer payments to persons 
and federal transfer payments to other levels of 
government for specified years as reported in the 
National Accounts 

Child poverty CPcanada 

CPProvincial 

The number of low income children under 18 
years of age, in families (1978 based low income 
cut-offs) for Canada as reported by Statistics 
Canada 

The number of low income children under 18 
years of age, in families (1978 based low income 
cut-offs) for each province as reported by Statistics 
Canada 
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Data on each variable was obtained for the years 1971 to 1995, amounting to a 

total of 25 observations. Appendix C displays the data for CP and Appendix D for FESP. 

Regression 

Regression provides a means for predicting the variability of a dependent 

variable from an independent variable. The logic of regression analysis is based on 

analysis of the distribution of data plotted on a scatterplot diagram, with CP plotted on 

the y axis. Time series regression allows for the analysis of change over time rather than 

change in time. In other words, it examines the overall pattern of change in the 

relationship between variables over a period of time rather than specific changes in time 

between variables. The distinction is important as a pattern over time indicates the reality 

of a relationship beyond conditions idiosyncratic to any given point in time that may 

cause fluctuations in the rate of change but not alteration in the pattern of change. Such 

fluctuations in time do not refute the empirical reality of a relationship over time. In other 

words, deviations from a pattern in time - or a course of action in the policy context -

may be interesting and worthy of study, but cannot be understood outside the broader 

historical context of a pattern or course of action over time. The goal of this dissertation 

is an attempt to understand the historical trajectory of Canadian social policy over the 

second half of the 20 t h Century. 

Linear Regression. Linear regression assumes at least interval level data and a 

linear relationship between the variables. Based on statistical theory related to least 

squares, regression analysis finds the best fitting straight line through the data, getting an 

equation of the form Y = a + bX + e, where a is a constant, b is the estimated slope of the 

line and e is the error term (which involves both measurement error and disturbances 
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resulting from the various causes of Y not included in the equation). The goodness of fit 

of the linear regression model is indicated by the probability statistic for the regression of 

CP on FESP. The lower the probability, the better the fit. Generally, i f the probability is 

greater than 0.05, it may be concluded that the model does not fit. R 2 , the coefficient of 

determination, reveals the proportion of variation in the dependent variable explained by 

variation in the independent variable. Generally speaking, a model that explains less than 

50 percent of the variation in the dependent variable is considered weak. 

The random error term (e in the equation Y = a + bX + e) is a product of 

measurement error and other causes of CP. It is assumed that these other influences are 

independent of FESP and that X and e are statistically independent. The relative 

independence of provincial politics in the Canadian federal system as established in the 

Constitution and in the separation of federal and provincial political parties seems to 

justify the first assumption. The second one (measurement error) seems justified prima 

facie as there is no manifest reason to expect that errors in data collection on CP are not 

statistically independent. The simple bivariate regression model assumes that the X ' s and 

Y 's are random variables - or "what is called a stochastic variable that has a probability 

distribution" (Blalock, 1979, p. 387). 

The linear regression for CP regressed on FESP for Hypothesis 1 (over the period 

1971-95, federal expenditure on social policy will be significantly negatively correlated 

with the number of children in Canada living in poverty) produced the following 

equation: 

7=2508.99 -.020X + e 
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The slope coefficient of the regression line reflects a negative relationship 

between FESP and CP. With a probability statistic of .001, the null hypothesis (that there 

is no relationship) is rejected for the first hypothesis. The regression line is an estimate 

that indicates the magnitude of the change in y for a unit change in X . "The steeper the 

slope, the larger the change in Y for a given change in X " (Blalock, 1979, p. 385). The 

slope coefficient for the first hypothesis (-.020) indicates that for every increase (or 

decrease) of $1,000,000,000 in FESP, CP decreased (or increased) on average by 20,000 

children over the period 1971 to 1995. For example, between 1987 and 1989, FESP 

increased from $65,512,880,000 to $66,439,330,000 an increase of $926,450,000. In this 

same period, child poverty decreased from 1,035,000 to 907,000, a decrease of 128,000 

in the number of children under 18 living below the poverty line. The difference between 

the slope estimate of a decrease of 18,200 and the actual decrease of 128,000 is quite 

substantial. Similarly, between 1993 and 1995, FESP decreased from $78,483,300,000 to 

$74,560,460,000, a decrease of $3,922,840,000. In this same period, child poverty 

increased from 1,383,000 to 1,389,000, an increase of 6,000. The difference between the 

slope estimate of an increase of 78,000 (20,000 x 3.9) and the actual increase of 6,000 

reflects substantial error in the slope estimate. The uselessness of the slope estimate as a 

predictor of the magnitude of change in CP based on changes in FESP is largely 

explained by R . 

The coefficient of determination, R 2 , reveals the proportion of variation in CP 

explained by variation in FESP. Based on the linear regression model for Hypothesis 1, 

only 37.2 percent of the variation in CP could be predicted from changes in FESP. 

The significance of R 2 can be assessed using the F-statistic. In the analysis of variance, it 

is used to test the null hypothesis that the slope of the regression line equals zero. This 
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test establishes that R 2 is significant for the first hypothesis. Thus, while probability 

statistics establish that the linear regression model does fit a regression analysis of the 

first hypothesis, R identifies linear regression as a weak model that explains only 37.2 

percent of the variation in CP based on changes in FESP. A l l that can be identified from 

the linear regression model is the negative relationship between CP and FESP. While that 

was sufficient to confirm (or negate) the hypotheses, as an exploratory tool, it raises the 

question of the suitability of the linear model. 

While the linear regression model indicates that increases (or decreases) in child 

poverty in Canada over the period 1971 to 1995 are predicted by decreases (or increases) 

in federal social policy expenditures, it cannot be inferred from this that cutbacks in 

federal expenditures precipitated by welfare reform caused child poverty. Since causal 

inference is based on the establishment of correlation, time order and non-spuriousness, 

only the first condition has been addressed systematically by the simple linear regression 

model utilized here. It is theoretically plausible to argue that both cutbacks in federal 

social policy expenditures and increases in child poverty are caused by the process of 

economic change that has transformed the Canadian economy over the last quarter 

century. The correlation, in this case, would be spurious. It seems more likely that the 

relationship between government expenditures and poverty is likely to be more complex 

than a simple causation model might be able to reflect. Government expenditures 

themselves are a significant part of the Canadian economy, and in this case it could be 

argued that federal expenditures on social policy are causally related to increases in child 

poverty. Federal expenditures on social policy, in other words, reflect not only the 

changing political nature of federalism (as discussed in earlier chapters), but also the 
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changing economic nature of federalism. Even in this case, however, only 37.2 percent of 

the variation in child poverty in Canada would be explained by federal expenditures on 

social policy. Since the purpose of regression analysis in this study is exploratory, not 

confirmatory, it is appropriate to examine a non-linear regression model to explore the 

nature of the relationship between FESP and CP overtime further. However, before 

proceeding with non-linear regression, the results for linear regression for the second 

hypothesis will be examined. 

For the second hypothesis (over the period 1971-95, federal expenditure on social 

policy will be significantly negatively correlated with the number of children in a 

province living in poverty), there are actually ten hypotheses, one for each province. 

Since the regression for CPcanada on FESP is national in scope, the second hypothesis is an 

effort to explore the relationship between FESP and CPprovinciai. A l l of the information 

necessary to identify the best fitting line unique to each province for the regression of CP 

on FESP from the equation y= a + bX + e is contained in Table 6-2 below: 

Table 6-2: Regression Lines 

Slope 
Coefficient 

(b) 

Constant 
(000) 

(a) 

Standard 
Error of Slope 

Probability R 2 

Nfld -.0024 201.228 .001 .0001 .785 
PEI -.0004 35.6394 .001 .0001 .766 
NS -.0019 169.477 .001 .0001 .552 
NB -.0019 168.637 .001 .0001 .778 

Quebec -.0097 962.484 .002 .0001 .561 
Ontario -.0053 666.354 .001 .0001 .487 

Man -.0016 162.708 .001 .001 .415 
Sask -.0003 77.6748 .001 .497 .020 

Alberta -.0005 144.555 .001 .478 .022 
BC -.0008 75.3959 .001 .124 .100 
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As Table 6-2 reflects, the simple linear regression model is significant for seven 

of the ten provinces. In other words, the null hypothesis (which estimates the probability 

that the slope coefficient is not real but due to chance) is rejected in seven of the ten 

cases. What this means is that the simple linear regression model provides a good fit for 

seven of the ten cases. In other words, the second hypothesis is confirmed for seven 

provinces and rejected for three. For the seven cases that do fit the model, R is greater 

than the 37.2 percent, but it is a moderately strong model (R 2 greater than 75 percent) in 

only three of the provinces - Newfoundland, Prince Edward Island and New Brunswick. 

Curvilinear Model. In linear regression, the slope is constant, and its interpretation 

is therefore straightforward. In non-linear regression the slope is not constant. As a scan 

of the scatterplot for CP regressed on FESP suggests a parabola, a polynomial function 

was used to estimate the curve. In this function CP (the dependent variable) can be 

approximated with a simple polynomial for FESP (the independent variable). The 

regression formula for a parabola is of the form y c = a + DX + CX , where y c is the 

predicted value of y . 

A l l of the statistics necessary for curve estimation are given in Table 6-3 which 

specifies values for the regression formula yc = a + DX + CX2. 
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Table 6-3: Quadratic Model Curve Estimation Statistics, CP Regressed on FESP 

a b c Significance R 2 

Canada 8137.66 -.225 .0000018 .0001 .883 
Nfld 430.70 -.011 .00000001 .0001 .913 
PEI 80.84 -.002 .00000001 .0001 .902 
NS 542.67 -.015 .00000012 .0001 .925 
NB 368.35 -.009 .00000006 .0001 .924 
Quebec 2821.67 -.077 .00000059 .0001 .918 
Ontario 1719.05 -.044 .00000033 .0001 .824 
Manitoba 490.75 -.013 .00000049 .0001 .723 
Sask 144.45 -.003 .00000002 .4480 .042 
Alberta 677.85 -.020 .00000017 .0001 .544 
BC 465.06 -.013 .00000012 .0002 .549 

Accordingly, for CPCanada, y = 8137.66 - 0.225x + 0.00000018x2. The goodness of 

fit of the quadratic function is indicated by the probability statistic reported in the column 

labeled Significance. As this reflects, the model is significant at p < 0.001 for Canada and 

all provinces except Saskatchewan. A visual scan of the scatterplots with regression lines 

for Canada and the provinces, available in Appendix E, demonstrates the goodness of fit 

of the model for Canada and nine of the ten provinces. Only for Saskatchewan was 

significance not established. The reported R 2 demonstrates that the quadratic model 

explains a high proportion of variation in CP based on variation in FESP for CPcanadaand 

all nine provinces where significance is established. It explains over 90 percent of 

variation in five provinces (Newfoundland, Prince Edward Island, Nova Scotia, New 

Brunswick and Quebec); over eighty percent in Ontario; over 70 percent in Manitoba; 

and over 50 percent in two provinces (Alberta and British Columbia). On the basis of 

this, it may be concluded that the quadratic model provides a sound model for exploration 

of the relationship between child poverty and federal social policy at the national level 

and all provincial levels except Saskatchewan. 



127 

The model confirms the first hypothesis and the second in nine out of ten cases. It 

also reflects the important role played by federal social policy in a social problem such as 

child poverty that is under provincial policy jurisdiction. What the R 2 s at the provincial 

level suggest is that federal social policy is the dominant factor in the eastern half of 

Canada where over 90 percent of variation in CP is explained by variation in FESP. This 

dominant influence, the data suggest, is modified somewhat by other factors in central 

Canada (Ontario and Manitoba) and modified even more in the west (Alberta and B C , 

where variation in FESP still accounts for over 50 percent of variation in CP). Its impact 

on Saskatchewan is unknown since significance was not established by the quadratic 

model. 

The model suggests that the less spent on FESP, the greater the impact on CP. For 

CPcanada, the curve slopes downward in a parabola fashion to a minimum point before it 

begins to ascend. The year of this minimum point of decent can be estimated with a 

quadratic curve estimation using time as the independent variable (see Appendix F for 

graph). Both the curve estimate and the per capita value of FESP (Appendix D) indicate 

that this minimum point occurred in 1985, when per capita federal expenditure on social 

policy declined to a new low of $3,830. 

Following some aggressive anti-poverty programming in the early seventies (new 

UI Act of 1971 that significantly liberalized benefits, coverage and entrance 

requirements; new F A Act in 1973 which increased benefits and indexed them to the 

consumer price index; 1972,1973 and 1975 changes to Old Age Security Program that 

significantly increased coverage and indexed benefits to cost-of-living)), child poverty 

declined from 2,574,000 in 1971 to 968,000 in 1980 - a 62.4 percent decrease. In this 
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same period, FESP per capita declined from $6,590 to $4,670 per person. This decrease 

reflected the fact that the policy changes did not result in a lot of new money being 

poured into social programming. In fact, per capita expenditure in constant dollars was 

actually declining. Catalyzed by the 1981-83 recession which followed major cutbacks in 

UI, by 1984 child poverty increased by 26.9 percent over its 1980 level. In this period, 

FESP per capita decreased by an average annual decrease of 4 percent, corresponding to 

cutbacks in social programs initiated in the later half of the seventies (1975,1977 and 

1978 amendments to UI; 1977 passage of EPF). The cutbacks precipitated a faster rate of 

decline in FESP per capita than experienced in the 1971-80 period. In effect, when the 

1981-83 recession hit, the proverbial holes in the social safety net were already too large 

to catch the fallout. It is at this point, 1985, that the slope of the curve in the regression 

chart begins to change direction. 

From 1984 to 1990 child poverty declined from 1,325,000 to 907,000, a decline 

of 31.5 percent. FESP per capita in this period increased from $392 to $402, an average 

annual increase of 0.4 percent. The decline in child poverty was actually due to the 

falling unemployment rate, from 11.3 in 1984 to 7.5 in 1989. Thereafter, unemployment 

increased from 7.5 in 1989 to a high of 11.2 in 1993; and child poverty increased 

substantially from its low of 907,000 in 1989 to 1,389,000 in 1995, an increase of 34.7 

percent in the seven year period. In this same period federal expenditures on social policy 

decreased from $4,110 per capita to $3,940 per capita. 

Regression in Perspective. The linear model indicated a goodness of fit for 

Canada and seven of the provinces. The quadratic model, on the other hand, indicated a 

goodness of fit for Canada and nine of the provinces. Thus, the first hypothesis - over the 
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period 1971-1995, federal expenditure on social policy will be significantly negatively 

correlated with the number of children in Canada living in poverty - was confirmed by 

both models. However, the second hypothesis - over the period 1971-1995, federal 

expenditure on social policy will be significantly negatively correlated with the number 

of children in a province living in poverty - was not confirmed for all provinces by either 

model, though the quadratic model came closer to support than the linear. More 

importantly, the R 2 ' s reflect that the quadratic model is a much stronger model for both 

hypotheses in terms of explaining variation in C P . It revealed the character of changes in 

time and made it possible to link the changing relationship between F E S P and C P directly 

to changes in federal social policy precipitated by welfare reform. 

In contrast, the linear model provides a perspective on the relationship between 

F E S P and C P in terms of changes over time. However, while the model was significant 

for Canada, with only 37.2 percent of variation in C P explained by F E S P , it was a very 

fuzzy picture at best. What the two regression models considered together suggest is the 

possibility of examining the two policy models - welfare state and welfare reform -

separately with linear regression to get a clearer picture of change over time. Analysis 

with the quadratic model indicated the cutoff dates for each model - welfare state, 1971-

1981 (the endpoint of 1981 being marked by the onset of the 1981-1983 recession); 

welfare reform, 1985-1995 (the onset being marked by the 1985 low-point in F E S P per 

capita). While such an analysis is beyond the scope of the original hypotheses, it is 

consistent with the exploratory framework of this study. The results of the linear 

regression of CPcanada regressed on F E S P for the two policy models are reported in Table 

6-4 below: 
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Table 6-4: Linear Regression of CP on FESP for Welfare State and Welfare and 

Welfare Reform Models 

MODELS 
Welfare State, 1971-81 Welfare Reform, 1985-95 

Slope Coefficient -.074 .026 
Constant (000) 5046.48 -695.34 

Standard Error of Slope .005 .007 
Probability .001 .003 

R 2 .961 .637 

Probability statistics indicate that the linear regression model is a good fit for both 

the policy models. Furthermore, the R 2 s reflect the strength of the models. The Welfare 

State model reflects a negative relationship between FESP and CP, with child poverty 

decreasing as FESP increased (see Appendix G for regression graph). The slope of -.074 

suggests that for every billion dollar increase in FESP, child poverty decreased by 

74,000. Between 1971 and 1981, FESP (constant dollars) increased from $33.3 billion, to 

$52.3 billion, an increase of 36.3 percent. In the same period child poverty decreased 

from 2,574,000 to 1,073,000, an decrease of 58.3 percent. The difference between the 

slope estimate of 1,401,560 (74, 000 x 19.0) and the actual decrease of 1,501,000 (2, 

574,000 - 1, 073, 000) is 4.0 percent. This reflects the strength of the slope estimate. 

In contrast, the regression line for the Welfare Reform model (see Appendix G) 

reflects a positive relationship between FESP and CP, indicating that CP increased as 

FESP increased. The slope of .026 suggests that for every billion dollar increase in FESP, 

child poverty increased by 26,000. Between 1985 and 1995, FESP (constant) increased 

from $67.5 billion to $74.6, an increase of 9.4 percent. In this same period, child poverty 

increased from 1,240,000 to 1,389,000, an increase of 10.7 percent. There is an 18 

percent difference between the slope estimate of an increase of 182,000 in CP and the 
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actual increase of 149,000. The difference between the slope estimates in terms of 

accuracy may be understood with reference to the difference in R s. 

The introductory chapter posed two questions as fundamental issues underlying 

this study: 1) does federal social policy matter (in terms of ameliorating the risk of 

impoverishment); 2) can targeted social policies alone ameliorate the national problem of 

poverty? The linear regression on the two policy models provides quantitative support for 

the proposition that federal social policy does matter, and that targeted social programs 

alone cannot ameliorate the national problem of poverty. In the welfare reform model, as 

FESP increased, CP increased. 
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CHAPTER 7 

CONCLUSION 

In the light of changes in Canadian social policy over the last decade of the 20 t h 

Century, the questions of whether federal social policy matters in terms of the problem of 

child poverty and whether targeted social programs alone can ameliorate the national 

social problem of poverty can now be addressed. The evidence mounted here strongly 

suggests that it does. The purpose of this conclusion is to review this evidence, and to 

examine its implications for social work practice and for social policy research. 

Canadian Social Policy in Perspective 

A case study method was utilized to explore the trajectory of Canadian social 

policy over the second half of the 20 t h Century. Over this period, two contrasting models 

for social policy development were identified that set the agenda for social policy reform 

- the welfare state model and the welfare reform model. The models were contrasted with 

respect to principles, plans and course of action. The principles of each model were 

located in the definition of social policy reform. The definition of reform, in effect, 

established the diagnosis of the problem to be addressed through social policy and the 

prescription for solving the problem. Under the welfare state model, the meaning of 

reform centered on the problem of making capitalism more humane. In contrast, under the 

welfare reform model, the meaning of reform centers on the problem of making 

capitalism more efficient. 

The Marsh report in 1943 essentially presented the plan for the Canadian welfare 

state and established income security as its framework, with Unemployment Insurance, 



133 

legislated in 1940, as its cornerstone. Over the course of the next twenty-five years, the 

Canadian welfare state unfolded in an array of universal, selective and insurance 

programs: Unemployment Insurance Act, 1940; Family Allowance Act, 1944; Old Age 

Security Act, 1951; Hospital Insurance and Diagnostic Services Act, 1957; Canada 

Pension Plan, 1965; Canada Assistance Plan, 1966; Medical Act, 1966; Federal-

Provincial Fiscal Arrangements Act, 1967. However, by the early seventies, the political 

dynamic sustaining the welfare state model began to recede in the face of new forces. 

These new forces were examined in terms of the institutional context of federalism and 

the economic context of development. Beginning in the late seventies, the broad 

consensus of federalism that supported the welfare state was progressively eroded by the 

crisis mentality widely promulgated in the face of global economic change. 

The rediscovery of widespread poverty in Canada in the late sixties initiated a 

policy process that culminated in the Social Security Review in 1973. The Social Security 

Review was constituted for the purpose of making the social security system more 

responsive to the problem of poverty. While it prevented the population at risk of poverty 

due to temporary interruption of income from falling into poverty, it did not reduce 

poverty per se. Proposals to improve social security to cover the poor focused on a 

guaranteed annual income. However, the Review not only marked the high point in the 

development of the Canadian welfare state but also marked the beginning of its piecemeal 

deconstruction. This was initiated in the late seventies with cutbacks in the major 

universal and social insurance programs of the welfare state, justified by the rhetoric of 

economic crisis. Unemployment Insurance benefits were cut in 1975,1977 and 1978; and 
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Family Allowance benefits in 1979. Essentially capping federal contributions to health 

and higher education, the Established Programs Financing Act was introduced in 1977. 

With support for the welfare state seriously compromised by the rhetoric of 

economic crisis and deficit reduction, welfare reform discourse set the agenda for social 

policy reform with its advocacy of a residual model of social policy that advocates 

individual self-reliance for the able-bodied (the undeserving poor) and philanthropic 

support for non-able bodied (the deserving poor). In this model, social policy is based on 

programs targeted at the deserving poor. Poverty, defined in absolute rather than relative 

terms, is not conceived of as a major problem in Canadian society. The coup de grace was 

delivered to the welfare state's model of institutional social services in the nineties with 

the abolition of Family Allowance in 1992; and the replacement of the Child Tax Credit 

with the Child Tax Benefit in 1993; the Canada Assistance Plan and Established 

Programs Financing with the Canadian Health and Social Transfer in 1995; and 

Unemployment Insurance with Employment Insurance in 1996. 

How did these changes in social policy affect the poverty rate? By 1980, the 

poverty rate had increased to 16.0 from its low of 12.7 in 1976 and 13.9 in 1977. This 

occurred before the 1981-83 recession with its steep rise in unemployment and attendant 

increases in the poverty rate. Changes to Unemployment Insurance loosened the close 

relationship between poverty and unemployment. By the early nineties, the poverty rate 

increased even as the unemployment rate declined. For an increasing number of people -

in particular, the working poor, single parent mothers, and couples with children - poverty 

persisted irrespective of employment status. Not only are the numbers of persistently poor 
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increasing, the depth of their poverty is increasing. Over the last two decades, the pattern 

of poverty stabilized by type of family unit. Single parent families and unattached 

individuals maintained much higher poverty rates than other family units. In terms of the 

depth of poverty, however, single parent mothers and couples with children are the 

poorest of the poor. 

The quintile distribution of income (Table 3-6) reflects that the poor got poorer 

and the rich got richer. This data suggests that in the nineties the burden of welfare 

reform in terms of income redistribution fell on the near poor, the second lowest quintile 

in the proportion of total income captured. While targeted poverty programs stabilized the 

proportion of income captured by the lowest quintile, the second lowest and middle 

quintiles lost ground in terms of proportion of total income captured, while the highest 

quintile actually increased its proportion of income captured. 

This income distribution data suggest that targeted poverty programs may stabilize 

poverty in terms of depth, but do nothing to forestall the onset of poverty. This is where 

the welfare state model differs significantly from the welfare reform model. With its 

range of income security and income maintenance programs, the welfare state model 

functioned to forestall the onset of poverty. Through the Canada Assistance Plan, it also 

provided provinces with the means and incentives to ameliorate the depth of poverty by 

meeting the basic needs of the poor. The welfare reform model, in contrast, is focused on 

programs targeted at subgroups among the poor. These targeted programs, like the Child 

Tax Benefit, are designed to supplement the income of poor families with children 

directly, in effect increasing their means, but without reference to their needs. This is 
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exemplified by housing and food deficiencies among the poor. The welfare reform model 

of social policy may very well cost the state much less than the welfare state model in 

terms of direct social policy expenditures. However, the social costs of the welfare reform 

model are heavy. This is exemplified in the problem of child poverty. 

The differential impacts of the welfare state model and the welfare reform model 

are reflected in the pattern of child poverty. In 1971, the year the Senate Poverty Report 

was released, 31.4 percent of Canadian children under 18 lived in poverty. Through 

concerted action spearheaded by the federal government to reduce the problem of poverty 

in Canada, the child poverty rate progressively declined, reaching 12.9 percent in 1980. 

The initiation of welfare reform was marked by cut-backs to Unemployment Insurance in 

1977 and 1978 and Family Allowance benefits in 1979. Set off by the 1981-83 recession, 

child poverty climbed to 18.6 percent by 1984. Unemployment declined thereafter and so 

did the child poverty rate. By 1989, it had dropped to 12.6 percent. Tthis marked the 

maturation of the welfare reform agenda as changes to the Child Tax Credit (introduced 

in 1988 to reduce the accessibility of the program) began to register by 1990 in terms of 

increases in the child poverty rate. By 1996, the child poverty rate had climbed to 18.7 

percent, and 1.4 million Canadian children - the largest number since 1974 -lived in 

poverty. 

The examination of the impact of poverty on childhood focused on only one 

dimension - health. The evidence indicated that poor children are at higher risk of 

morbidity and mortality than non-poor children. This suggests that children pay a heavy 

price for welfare reform. 
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The objectives of this study were twofold: to examine trends in poverty in the 

context of trends in federal social policy over the second half of the 20 t h Century; and to 

examine provincial trends in child poverty against trends in federal social policy. The 

results of the qualitative analysis of trends may be summarized accordingly: 

Table 7-1: Summary of Trends in Social Policy, Poverty and Child Poverty 

Trends Welfare State Model Welfare Reform Model 

Social Policy • initiation: 1943-1955 
(Marsh report-UI amendment) 

• maturation: 1957-1973 
(Hospital Insurance-Social Security 

Review) 
• decline: 1975-1988 

(initial UI cutback-changes in Child Tax 
Credit) 

• initiation: 1978-1988 
(second UI cutback-changes in 

Child Tax Credit) 
• maturation: 1989-1996 

(poverty rate begins to untie itself 
from unemployment rate) 

Poverty • poverty rate stabilized and a pattern 
of decline initiated 

• poverty rate destabilized and a 
pattern of increase initiated 

Child Poverty • child poverty rate stabilized and a 
pattern of decline initiated 

• child poverty rate destabilized 
and a pattern of increase initiated 

This is an abstract summary of the overall examination, and as such really only 

summarizes central tendencies around a scatter plot of details and diversions. The policy 

events that mark the beginning and end phases in the welfare state era and the welfare 

reform era are meant only as approximate indicators of the time frames. The eras really 

do not have clear end-points. Rather, they merge one into another as the principles, plans 

and course of social policy changed. 
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The nature of the relationship between federal social policy and child poverty was 

further explored through quantitative analysis. A hypothesis was derived from each of the 

study's two objectives and statistically examined with regression analysis. The first 

hypothesis - change over time (1971-1995) in federal expenditure on social policy 

(FESP) will be negatively correlated with change in the number of children in Canada 

living in poverty (CP) - was confirmed by linear regression analysis. In addition, a 

quadratic model explained 88.3 percent of the variation in CP based on variation in 

FESP. Through the quadratic model, changes in Canadian social policy and child poverty 

were directly linked. 

For the second hypothesis - change over time (1971-1995) in FESP will be 

negatively correlated with change in the number of children in a province living in 

poverty (CP) - linear regression confirmed the hypothesis for seven of the ten provinces. 

Quadratic regression confirmed the hypothesis for nine of the ten provinces. In addition, 

quadratic regression provided a picture of the variable influence of federal social policy 

across the provinces. 

Utilizing regression analysis to explore the relationship between federal social 

policy and child poverty beyond the scope of the two hypotheses, the time frame of 1971-

1995 was divided into two periods - welfare state, 1971-1981; and welfare reform, 1985-

1995. Linear regression of these two periods provided quantitative support for the 

propositions that 1) federal social policy can matter in terms ameliorating the risk of 

impoverishment; and 2) targeted social policies alone cannot ameliorate the national 

social problem of child poverty. 
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Thus, the central role and significance of federal social policy in addressing social 

issues like child poverty was explored through qualitative and quantitative analysis. What 

are the implications of this for social work practice and social policy research? These are 

explored in the following sections. 

Implications for Practice 

Social work practice may be conceptualized in terms of planned interventions to 

facilitate improvement in the human condition. Since social work encompasses practice at 

macro, mezzo and micro levels, planned intervention embraces policy, community and 

social service domains of practice. Planned intervention in the framework of social work 

practice at the micro and mezzo levels of practice generally does not systematically 

address the policy dimensions associated with a social issue such as child poverty. This is 

reflected in the pedagogy of social work methods at both undergraduate and graduate 

levels, and in the way social workers are trained in an agency setting. This dissertation 

demonstrated the dramatic impact of national policy on the populations that fall directly 

within the domain of social work practice due to the impact of policy - families and 

children. The consequences of policy changes that have occurred over the last quarter of 

the 20 t h Century on the most vulnerable of Canada's populations, children and their 

families, signifies the relevance of federal policy on social work practice. Steeped in the 

values, ethics and knowledge base of social work practice is the supposition that the 

profession has an obligation to promote the welfare and quality of life of clients. In other 

words, planned intervention should promote the client's well being. This dissertation has 

demonstrated that this may entail fundamental challenges to the dominant ideology, 
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especially where the clients are poor. 

What does this mean for social work practice? The implications are pedagogical 

in nature. One is epistemological and another ontological. O n the epistemological 

dimension, the compartmentalization o f macro and micro practice that is fundamental in 

social work methods is deleterious to clients. This is clearly demonstrated in this 

dissertation with regard to children. The ontological dimension follows directly from this. 

As demonstrated, given the ideological nature of policy, tixere is a bias already built into 

services targeted at the poor (deserving/undeserving of services; relative vs. absolute 

poverty). In order to meet a minimum ethical standard of practice in providing services to 

the poor, marginalized, and dispossessed, social work practice methods must approach 

poverty actively, not passively. It must also teach students how to take on active roles in 

the ideological debates on poverty at the political, economic and policy-making levels. 

This is clearly not the case. There is apathy and resignation in child welfare practice, for 

example, to a circumscribed practitioner's role. The increasing attention to issues of anti-

oppressive social work practice (Carniol, 2000; Bishop, 1994; Fooks, 1993; Thompson, 

1993; Mullaly, 1997) and advocacy (Ezell, 2001 ; Schneider & Lester, 2001) highlight the 

growing concern in social work pedagogy over the relationship of social work practice 

with issues of social injustice and social policy. 

Implications for Social Policy Research 

What are the implications of this dissertation for social policy research? This 

dissertation provided a case study of the impact o f federal social policy on poverty in 

general, child poverty in particular. As an exploratory study, the quantitative analysis for 



the regression of CP on FESP examined the plausibility of drawing causal inferences 

about the impact of federal social policy on child poverty. While the purpose of the 

analysis was exploratory not confirmatory, the results strongly suggest that further 

research on the impact of social policy on social problems such as poverty is warranted. 

The literature review revealed that this is an under-studied area. 

In light of this, I would recommend that further exploratory research examining 

the impact of social policy on social problems is warranted. If I were to pursue further 

research in this area, there are two possible routes I would consider pursuing to 

investigate the impact of social policy on child poverty further: 

1. A study of the impact of provincial social policy on child poverty. A 

comparative provincial analysis that compared the social policies of three 

provinces - one each from Canada's eastern, central and western regions -

would help to illuminate the different ways provincial social policy may be 

impacting on the problem of child poverty. The comparative analysis could 

take the form of a case study of each of the provinces, with comparison of the 

results of the individual case studies as a conclusion. 

2. A study of the impact of national social policy on child poverty in other 

welfare states. A comparative welfare state analysis that utilized the case study 

method of this study to compare the social policies of other welfare states to 

Canada's experience, as revealed by this study. 

What are the implications of this study for research on child poverty? As 

discussed in the introductory chapter, different ideological perspectives provide 
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divergent, sometimes diametrically opposed, analytic frameworks for analyzing society, 

human nature and social problems. It follows that theories of causation will be contingent 

upon the ideological framework adopted, and that the social policies formulated to 

address the problem of child poverty will reflect an ideological orientation to the nature 

of the problem. The implications of this research are that public policy can make a 

difference, and that it is only at the federal level that it can make a difference for all 

Canadian children. If I wanted to pursue further research in this area, I would want to 

investigate the question of what social policy or combination of social policies are both 

effective and efficient at providing the greatest good for the greatest number of Canadian 

children. Under the assumption that utilitarian policies may actually be harmful to a 

minority, I would want to be sure to address this in such a study. 
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APPENDIX A 

Terms of reference for the reform of social security in 1973 from 
Lalond, Marc. (1973). Working Paper on Social Security in Canada, 2 n d ed. 

Ottawa: Government of Canada. 

Proposition #1 : 

That the income security system should remove any disincentives which may 

exist to discourage people who are on social assistance from taking advantage of 

the training and employment opportunities available to them, and thus from 

becoming wholly self-dependent. It should also take care to eliminate any 

incentive which may now exist for people to shift from employment to social 

assistance, by reason of the higher benefits which might thus be obtained. 

Proposition #2: 

That governments should do a better job of finding employment in the general 

labour market for people who have been unemployed for an extended period of 

time and of helping them to equip themselves for such employment. 

Proposition #3: 

That as a means of meeting social needs that are now neglected or inadequately 

met, governments should consider the establishment of a community employment 

program. Its purpose would be to provide socially useful employment to people 

who have been unemployed for an extended period of time, either by reason of 

the lack of jobs in the areas in which they might reasonably be expected to look 

for work, or by reason of the "employability" of the people concerned. 



Proposition #4: 

That government should continue to encourage people to save to meet the 

contingencies of life, and to provide for retirement, through social insurance 

plans. The benefits from these plans, like income from employment, should be 

supplemented where required from an income supplementation plan. 

Proposition #5: 

That federal family allowances should be increased from their present average of 

$7.21 per child per month to an average of $20.00 per child, and be made taxable 

(included in the income of the parent claiming the child as a dependent). Further, 

that the level of the allowances should be reviewed from time to time in the light 

of changes in the consumer price index. Subject to a national minimum, and 

assuming the development of a consensus along the lines suggested in 

propositions #12 and 13, the precise amount to be paid for individual children 

would be left to the provinces to determine: whether the allowances should be 

varied according to the age of the child, or whether, as some have advocated, they 

should be varied with family size. 

Proposition #6: 

That the incomes of those who are working but whose incomes are inadequate by 

reason of family size (even after the increase in family allowances proposed 

above) or by reason of the nature of their employment (low-paying self-

employment or intermittent or partial employment) should be supplemented under 

a single, general income supplementation plan, with built-in work incentives. 
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Proposition #7: 

That a guaranteed income should be available to people whose incomes are 

insufficient because they are unable or are not expected to work, namely the 

retired or disabled, single parent families, and people who are not presently 

employable by reason of a combination of factors such as age, lack of skills, or 

length of time out of the labour market. The guaranteed income would be paid in 

the form of an additional income supplement over and above the general income 

supplementation available - thus taking account of the fact that these people 

either do not have or are relatively unable to earn their own income - with the 

guaranteed income being set at levels appropriate to the different groups of people 

involved. The additional income supplementation should provide some advantage 

to the single parent families and the aged and the disabled who have income from 

savings or who choose and are able to earn income from work, and a positive 

incentive to those who are not presently employable to those who are not 

presently employable to take advantage of the training, rehabilitation, and 

counseling which would make them employable. 

Proposition #8: 

That the old age security program should be continued with the universal 

payments under that program being considered as a base on top of which any 

guaranteed income plan for the aged would be build. Further that the present 

guaranteed income supplement program would also be continued, but with people 

who are over 65 and who have low incomes being given the option of choosing 



between it and any new guaranteed income plan - depending upon which is the 

more advantageous of the two. 

Proposition #9: 

That, while income supplementation along the lines provided for in propositions 6 

and 7 would remove the great majority of people from social assistance as it now 

stands, a supplementary or "last resort" program would be required to meet 

special situations as they arose (as is now provided for under the Canada 

Assistance Plan). 

Proposition #10: 

That the broad spectrum of social and employment services required to make the 

employment and income supplementation strategies fully effective and efficient 

should be extended and improved - training, counseling, placement, 

rehabilitation, special work situations, homemaker and child care services. 

Proposition #11: 

That the costs of special services including nursing home and child care, which 

cannot be met by the individual out of his/her income, including income 

supplementation, should be covered through special measures under the general 

social security system. 

Proposition #12: 

That the levels of income guarantees and supplementation should be chosen by 

the individual provinces, and that the provinces should further be given the power 

to vary the levels of universal and other allowances paid under federally 

administered programs (excepting wage-related social insurance measures). 



Where any province were to seek a reduction in the federal allowances under one 

particular program, the moneys saved by such a reduction would be transferred to 

increase the allowances paid under another federal or federally-financed income 

support program, as requested by the province. 

This provincial flexibility in setting the income support levels within each 

province would be subject to three conditions. First, the provinces would be 

bound to observe the minimum standards set by the parliament of Canada in 

respect of the income support programs administered or financed by the 

government of Canada. Secondly, the provinces would not be free to use this 

flexibility in such a way as to increase net federal payments to any province -

whether to the people or to the government of the province, and whether by 

increases in federally payments or reductions in federal tax revenues - beyond 

what would have been paid under the "program norms" legislated by parliament 

to determine total federal contributions to the program. Thirdly, the provinces 

would be required to contribute to the social security system the amount they 

would otherwise have contributed prior to any changes in the system, and before 

any changes in the level of federal allowances or income support payments under 

any new "flexibility formula". 

Proposition #13: 

That in the interest of combating poverty by way of a fair distribution of income 

between people across Canada, and in the interest of promoting national unity 

through avoiding extremes in income disparities, national minimums should be 

set by the parliament of Canada in the levels of the allowances administered and 
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financed by the government of Canada. Further, that "norms" should also be 

legislated by parliament in respect of the payments under such programs, when 

such norms are required in order to determine the total contributions parliament is 

prepared to make under the programs. 

Proposition #14: 

That the development by the federal and provincial governments of anew over-all 

approach to social security should be completed in two years or less, such an 

approach should be regarded as a three to five year process beginning in April 

1973, and calling for the gradual implementation over time, within existing levels 

of taxation, of the approach which is agreed upon. Priority should be given, 

however, to the adoption in 1973 of legislation providing for increases in family 

allowances, and for those changes in the Canada Pension Plan which the 

provinces agree upon (in accordance with the provisions of the Canada Pension 

Plan). 
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APPENDIX B: Reform Options - The Retirement Income Subsystem 

Reform Options Elaboration Implications/Comments 
A. Current Status Generally, a success story in that we have reduced 

poverty among the elderly. Remaining issues relate to 
distribution within the subsystem and, much more 
important, the intergenerational transfer issues, including 
both the amount of the transfer (as the elderly grow in 
number) and the form of financing the transfer (that is, 
frequently a tax on "jobs"). 

Degree of subsidy is masked by (mistaken) perception 
that programs such as CPP/QYP are fully funded. The 
young generation is facing sharp increases in CPP/QPP 
contribution rates without any increase in real (constant 
dollar) benefits. 

B. General Reforms 
1. Raise age for eligibility 

for social programs 

Could be justified in terms of increasing life expectancy. 
Savings from increasing qualifying age to, say, 67 would 
be very significant. The United States is doing this. So is 
Sweden. Would ease the intergenerational transfer issue. 

Need adequate lead times because long-term plans and 
contracts are built around current retirement age. Could 
be a partial substitute for major program reform. 

2. Income test access for 
range of ancillary benefits 

Best example is free drugs in some provinces to all 
seniors regardless of income. Seems inappropriate in era 
where an increasing number of seniors will have high 
incomes. Pertains largely to provincial not federal 
programs. 

Enhance equity (based on ability to pay). This is 
especially true since much of the high income relates to 
tax-assisted savings. Saskatchewan is a leader here. 

3. Eliminate age and pension 
deduction/credits under income tax 

No reason for special tax concessions for elderly. Could 
use some of the savings to increase value of super-GIS in 
reforms C. 1 and D.3 below 

Appropriate to have some phase in, say, over three years. 
In 1994 federal budget, Ottawa declared intention to tax 
back the age exemption. 

C. 
1. 

OAS/GIS 
Convert to enhanced GIS 

Roll OAS into a larger GIS. Would be a negative income 
tax for elderly. Would replace clawback of OAS - that is, 
break-even point would occur at lower income level. 
Would incorporate reform B.3. 

Provinces could top this up, but should not involve 
confiscatory tax rates as exists now in Ontario (GAINS-A 
and the GIS). 



Reform Options - The Retirement Income Subsystem (cont'd) 

Reform Options Elaboration Implications/Comments 
D. 
1. 

CPP/QPP 
Status quo 

Implies rising payroll tax (perhaps to 16%) for lower 
income employees. (See relevant text above.) And this is 
just to maintain existing level of real benefits. Reflects 
initial decision (1966) for plan to only be partially 
funded. 

Major intergenerational inequity. Transfer from young to 
old and diminishes job opportunities for young. 
Unsustainable. 

2. Invest CPP/QPP funds at market 
rates. 

Offers some relief, but not all that much since the "fund" 
does not really exist, except as a liability of provinces to 
the plan. 

QPP does this in the Caisse de dépôt et placement du 
Québec. 

3. Roll into super GIS (incorporating 
reform C . l ) 

Would combine OAS/GIS and CPP/QPP into a single 
overarching program for the elderly. Would have to be 
phased in gradually. CPP/QPP contribution rates could be 
maintained temporarily at a reduced level and spread over 
all wages. Would be a full-blow negative income tax for 
elderly financed by ability to pay. 

Should allow low-income workers more access to RRSPs 
- for example, remove the 20% of income limit, but 
maintain the overall limits. Perhaps allow the RRSP 
credits or deductions to be refundable to encourage 
low-income persons to save. Present system is geared far 
too much to high incomes._Applies to reforms E. I and E.2 
as well. 

E. RRPs and RRSPs 
1. Reimpose limits on RRSPs 

Popular in many circles because tax-assisted savings 
viewed as too generous for the rich. Basically, this is a 
societal equity decision. I prefer reform E.2 as an equity 
measure. 

Important not to drive a wedge between RRSPs and RPPs 
because latter are not available for self-employed. Might 
reduce savings rates, but major savings shortfall comes 
from government deficits. 

2. Convert contributions from 
deductions to a tax credit at 17% 
(lowest federal bracket). 

Benefits from RPPS and RRSPs come from (a) tax 
deduction, which is worth more to the rich; (b) interest 
income from tax deferral; and (c) potential income 
splitting on retirement (spousal RRSPS). Converting (a) 
to a tax credit would tend to equalize incentives for 
saving across income classes especially i f it is refundable. 
Overall tax advantage would still be substantial because 
of (b) above. 

Current system can be viewed as a move toward 
expenditure taxation, which many analysts prefer. 
(Applies to reform E. 1 as well.) But why should 
CPP/QPP be a tax credit and RPPs and RRSPs a tax 
deduction? 



Reform Options - Unemployment Insurance 

Reform Options Elaboration Implications/Comments 
1. Tinkering (the 1994 federal budget) As outlined in Chapter 9, these changes move the entry 

requirement up from 10 weeks to 12 weeks, but still 
retain the differentiated entry. The maximum number of 
weeks of benefits has been reduced, which further 
penalizes long-term labor force attachment. The shift in 
benefits from 57% of earnings to 55% and 60% 
(depending on family status) introduces yet further social 
policy measures into what ought to be a social insurance 
policy. 

It is to be hoped that this is a prelude to some meaningful 
reform. If not, then social policy reform will probably come 
to naught. 

2. More tinkering (for example, the 
Newfoundland proposal - 20 weeks 
entry requirement and one week of 
benefits for each week of work to a 
maximum 35 weeks) 

Treats Canadians identically independent of residence. 
This feature is desirable. But it is hardly insurance in the 
sense that it is still geared to short-term labor attachment 
and, therefore, will continue to interfere with and 
complicate the income support subsystem. 

More generous than current program in some instances (for 
example, in low-unemployment areas, 20 weeks of work does 
not now generate 20 weeks of UI). 

3. Reward longer-term labor force 
attachment (for example, 30 weeks 
entry requirement and one week of 
benefits for every three weeks of 
work to a maximum of 52 weeks) 

Removes UI from short-term income support. Full 
benefits (52 weeks) requires three years of work. This is 
more in line with insurance principles and would 
significantly reduce the overall cost as well as the "tax on 
jobs" because of the payroll tax. 

Would require rethinking and refinancing provincial welfare 
program because UI would no longer be able to be used as a 
vehicle for income support for temporary attachment to the 
labor force. 

4. Forget Commission Described in the text of this chapter. See the text of this chapter. 

5. Provincialize UI Provinces would be free to design UI to suit their 
economic and social needs. Would require portability 
arrangements. Benefits would be paid by province of 
work, regardless of residence of beneficiary. 
Contributions would be equalized to allow affordability 
for all provinces. More details in the text. 

Would require a constitutional amendment or else enabling 
legislation on Ottawa's part since UI is a federal competence. 
Would likely have implications for welfare (see text). 



Reform Options - Unemployment Insurance (Cont'd) 

Reform Options Elaboration Implications/Comments 
6. Abolish UI 

7. Altering UI incentives: 
• Tax-back rates 
• Financing 
• Experience rating 

Would presume the existence of a comprehensive welfare 
program or guaranteed annual income (perhaps with a 
larger federal presence). As noted in Chapter 2, Australia 
has achieved relative income equality across its states 
without a UI program. 

These are generic issues and are relevant to all options 
(except option 6). These are elaborated in the text. 

This policy change may be too radical for Canadians. But it 
is important that the proposal be on the table because it 
forces us to ask ourselves why we have a UI program in the 
first place. 

The incentives in UI are every bit as troublesome as its 
overall design (that is, entry weeks and the relationship 
between weeks worked and benefit weeks). 



Reform Options -Welfare 

Proposal Elaboration Implications/Comments 
1. Maintain the status quo 

2. A separate program for children in 
welfare families: 

(a) Ontario's Turning Point proposal 

(b) Quebec's Parental Wage 
Assistance program 

(c Convert C A P to a low-income 
refundable tax credit 

This incorporates a multitude of approaches and 
proposals. A l l provinces are engaged in a variety of 
experiments - work fare, training fare, wage 
supplementation, pilot projects. 

For a single parent with, say, three children, it is virtually 
impossible for labor force attachment to dominate welfare 
unless the parent has skills that can command a middle-
class salary. 

Would provide support for children independent of 
whether parent or parents are on welfare or are working. 
Presumable, this child support would be income tested. 

Wage assistance is geared to family size and falls to zero 
when the family qualifies for positive taxation under 
Quebec's income tax. This is a partial solution to the 
children issue by focusing not on the wage (allocation) 
front but on the supplementation (tax transfer) front. Has 
considerable merit. 

The existing refundable tax credit begins to be offset at 
income levels in the mid-$20,000 area. This would be a 
new low-income tax credit and would be fully taxed back 
at this mid-$20,000 level. This implies that Ottawa would 
look after the needs of the elderly and children and would 
leave the provinces to focus on welfare for adults and to 
integrate this with training, education, and the transition 
to the labor market. 

These experiments will continue and are critically important. 
The remaining proposals in this table focus on various aspects 
of welfare reform that are being considered in the various 
provincial capitals. 

Some new design features are necessary 

Were Ontario to follow through on this proposal, it may need to 
have the flexibility associated with a "tax-on-base" approach to 
the shared personal income tax (Thematic Tableau 4). 

Easier for Quebec to implement because it has its own personal 
income tax system. For other provinces to follow this route 
would require, at a minimum, a tax on base approach to the 
shared personal income tax. 

Some provinces may object to this. But i f done through the 
income tax system, it is within Ottawa's constitutional power. 
The existing per capita C A P payments are indefensible on 
equity grounds. This system would treat all children identically 
across provinces. In one fell swoop, as it were, this would 
assuage the concerns of the "have" provinces with respect to 
the cap on C A P . 



Reform Options - Welfare (Cont'd) 

Proposal Elaboration Implications/Comments 

3. Ensuring that the tax rate in the 
transition from welfare to work is 
not confiscatory 

4. A full-blown income-tested 
guaranteed annual income, with 
some federal role, at least for 
funding. 

Most welfare systems in Canada are "binary": you are 
either on welfare or you are not. This naturally focuses 
emphasis on ensuring that the minimum wage is high 
enough to dominate welfare benefits. But this is creating 
welfare traps because of the changing nature of the labor 
market and, in particular, the proliferation of part-Otime 
jobs. Some version of a negative income tax is 
appropriate here - any and all work will generate an 
increase in take-home income. 

In principle, this is the way to go. In practice, several 
problems arise. To make economic sense, such an 
approach would have to be geared to what is appropriate 
in rural Canada and to let provinces top this up for urban 
areas. A second problem is that provinces might want to 
engage in some version of work fare of training fare that 
might be offside with a national program. 

This negative income tax approach is an obvious solution that 
has thus far not made any inroads at the provincial level 
(except in Quebec). Perhaps this is because the provinces do 
not have control over the rate and bracket structure of their 
portion of income taxes. There has to be a revolution in 
thinking here. 

New foundland's proposal for a negative income tax 
(elaborated in Chapter 9) is an example of what can go wrong 
with this sort of thing. There will be a tendency for such a 
proposal to dominate all existing programs, including UI, 
which probably ensures that any such proposals wil l be too 
generous. We are slowly but surely moving in the direction of 
a negative income tax, and perhaps we should continue with 
this evolution rather than opting for "big bang" restructuring. 

(——1 

ON 
ON 



Reform Options - Established Programs Financing, the Canada Assistance Plan, and Equalization 

Reform Option Elaboration Implication/Comments 

1. EPF 
(a) The status quo 

(b) Convert cash component of 
PSE into a portable PSE 
voucher 

(c) Convert cash component of 
health transfer to a tax transfer 

(d) Convert cash component of 
EPF to a stand alone, block-
funded transfer 

(e) The Hobson and St-Hilaire 
proposal 

In 1995/96 the ceiling expires and EPF reverts to a GNP 
minus 3% ceiling. As the economy picks up and personal 
income taxes increase, the residual cash transfers will fall 
eventually to zero (see Chapter 4). Ottawa also notes in 
its 1994 budget that C A P and the PSE component of EPF 
will have entitlements after reforms in 1996/97 no higher 
than they are in 1993/94. 

Would complement the interest in the income-contingent-
repayment proposal for financing PSE. Would be 
portable across provinces as well as across PSE 
alternatives (university, college, training). Would enhance 
Ottawa's visibility and also lead to needed competition in 
PSE sector. 

Would decentralize health care in terms of funding 
(although the tax transfer would be equalized). Would 
have to be accompanied by some commitment on the part 
of the provinces to abide by national care guidelines. 

Would recognize formally that tax point transfers are 
really part of provinces' own revenues. This would be a 
very messy transfer program because the per capita cash 
transfers would vary from province to province i f one 
wished to preserve the equality of the overall (tax plus 
cash) entitlement. 

This is a super equalized tax transfer (see text for 
elaboration). 

The budget anticipates some savings in these transfers as a 
result of reform. If, for some reason, the reform process does 
not realize these savings, then alternative measures wil l be 
undertaken to generate the savings. Relative to current 
projections, the savings in 1996/97 from C A P and PSE 
transfers will be $1.5 billion. 

Some provinces might object. But the alternative may be that 
the cash component of PSE eventually falls to zero. 

Would not sit well with those who view Ottawa as the 
architect and defender of medicare. But this is hard to square 
with the fact that, under existing arrangements, the cash 
portion of the transfer will fall to zero. 

No reason to have overall equality in per capita terms since, as 
noted in earlier chapters, the provinces do not spend equal per 
capita. Alternative is (a) let tax point transfers be equalized 
under formula and (b) have cash set at equal per capita levels. 

See text. 

- 0 



Reform Options - Established Programs Financing, the Canada Assistance Plan, and Equalization (Cont'd) 

Reform Option Elaboration Implication/Comments 

2. 
(a) 

CAP 
Business as usual 

C A P will group in line with formula for 1994/95 (including cap on 
CAP). Wil l then freeze C A P at 1994/95 levels, until new social 
security reforms are in place. 

This sidesteps major problems with cap on C A P -
28 cent dollars for Ontario and 50 cent dollars for 
Quebec, for example. 

(b) Convert C A P to an equalized 
tax point transfer 

This could be part of a package that would convert both C A P and EPF 
to additional tax points and then leave an (expanded) equalization 
program as the only federal transfer. 

Norrie (1994) argues that this degree i f devolution 
without any federal strings related to minimum 
standards would eventually erode support for the 
expended equalization programs. Nonetheless, it 
has the virtue of streamlining the federal-provincial 
transfer system and it would be welcomed by 
several provinces. Not much in it for Ottawa, 
though. 

(c) C A P as is, but introduce 
"needs" related to welfare 
into the equalization formula 

This proposal has long been a favorite of the "have-not" provinces. 
The idea is that the poorer provinces have a higher welfare burden 
(that is, greater unemployment) and, therefore, they deserve extra 
support. This would come from an equalization program that 
incorporates provincial "needs" on the welfare side. 

There are at least two problems with this approach. 
First, Ontario has the largest welfare "need" and 
this province is clearly being discriminated against 
now, so this takes the win out of the sails of the 
proposal from the vantage point of the "have-not" 
provinces. Second, this approach does not make 
sense unless one also takes UI benefits into 
account. Beyond this, i f one introduces "need" into 
the equalization formula, why not "costs" and/or 
capitalization, as articulated earlier in the text? 

(d) The Hobson and St-Hilaire 
proposal 

Introduces equalization in CAP. See text for details. See text. But comments for 2 (c) apply here as 
well. 

(e) Convert C A P to a refundable 
low-income tax credit for 
children 

See Reform Options - Welfare, 2 (c). 
See Reform Options - Welfare, 2 (c). 



Reform Options - Established Programs Financing, the Canada Assistance Plan, and Equalization (Cont'd) 

Reform Option Elaboration Implication/Comments 
(f) Move to an income-tested 

guaranteed annual income (GAI) 
or negative income tax 

Equalization 
(a) Business as usual 

(b) Remove "bells and whistles" -
equalize to "national average" 
standard without a ceiling 

(c) "Net" schemes (I): two-tiered 
equalization schemes 

We would be part way there if we implemented option 2 
(3). A viable option if UI became a program that required 
longer-term labor force attachment. Could involve Ottawa 
in greater income support role. If so, would probably 
require some minimum level appropriate to rural Canada 
and leave provinces to top up benefits for urban areas. 

The recent equalization agreement (for five years 
beginning April 1, 1994) will retain the ceiling provision, 
which will be based on 1992/93 rather than on 1994/95 -
see Chapter 4 for details relating to the ceiling. 

This is a return to the pre-1974 era. The ceiling did hit 
hard in the late 1980s, largely because of the Ontario 
boom. But some provinces were in a different cyclical 
phase than was Ontario. The shift to a national average 
standard from the five-province standard is not a big 
dollar item in the current time frame. But it could be if 
resource prices were to increase. 

First proposal by Courchene and Copplestone (1980). 
Ottawa would equalize shared revenues or revenues that 
have a "base" in all provinces. Resource revenues would 
be equalized via an interprovincial revenue-sharing pool 
- resource-rich provinces would put funds in and 
resource-poor provinces would draw benefits. Scheme 
would be self-financing. 

Would involve complete rethinking of federal-provincial 
transfers. As long as the GAI is delivered through the tax 
system, there should be no constitutional problems. But it may 
be difficult to implement politically, particularly in Quebec. 
See Chapter 11 for alternative ways to work around these 
constitutional issues. 

While this is a five-year agreement, it will be influenced by 
changes elsewhere in the social envelope. For example, i f the 
result of the social policy review is to increase tax point 
transfers, then these will enter the equalization formula, which 
means that the ceiling provisions must be altered. 

This approach would be acceptable i f there were no other 
specific regional aspects to other programs. But the presence 
of super equalization under EPF, the cap on CAP, and the 
regional aspects of UI spill over to the equalization program. 
Also see my comment in the note to this table. 

The note to the table focuses on one advantage of this 
proposal. The downside could be, among other things, that it 
is difficult to bind the provinces to maintain this 
interprovincial revenue-sharing pool over time. The Germans 
have a version of this, but it is enshrined in their Basic Law 
(that is, constitution). 



Reform Options - Established Programs Financing, the Canada Assistance Plan, and Equalization (Cont'd) 

Reform Option Elaboration Implication/Comments 
(d) "Net" schemes (ii): a federally run 

"net" scheme that would fully 
equalize net fiscal benefits by 
brining revenues of rich provinces 
down (Boadway & Hobson 1993) 

(e) Introduce costs and needs into 
equalization 

(f) Negative income tax-type 
equalization 
• Provinces get 70 percent of 

differences between own fiscal 
capacity and the equalization 
standard 

Ottawa would equalize provincial revenues to the national 
average level. Then those provinces with revenues above 
the national average would have their cash transfers in 
other programs reduced in order to bring their revenues 
down to the national average. 

Allow equalization to reflect special needs of provinces 
and the fact that different revenues raising capacities of 
provinces are capitalized in land, rents, wages, and so on. 

A province with a fiscal capacity of 80 percent of the 
national average would receive 70 percent of the gap, that 
equalization would bring revenues to 94 percent of the 
national average. 

In my view, this is a redistribution run wild. Essentially, 
Ottawa's role is to convert the federation on the revue side 
to the equivalent of a unitary state. Alberta would lose 
transfers because it decides not to introduce a sales tax! 

I have not done the empirical work here, but surely 
"capitalization" would dominate "needs." Indeed, the 
United States does not even have revenue equalization, on 
the assumption that capitalization, of and by itself, will 
obviate the need for equalization. As a compromise, one 
might equalize to, say, 90 percent of the national average 
standard. This approach allows "dynamic efficiency" issues 
to run parallel with redistributive issues in designing 
equalization. 

Revenues in recipient provinces would increase by 30 
percent with respect to any improvement in their economic 
base. Under the existing framework, the increase is zero. 
Provinces also partially insulated from swings (up or down) 
in the equalization standard. 

Note: In the resource boom era with the national average standard, energy revenues were mushrooming, which, in turn, was driving up equalization. The 
problem was that Ottawa did not have much access to revenues from resources. Hence, Alberta's resource revenues would increase equalization and yet 
40 percent or so of Ottawa's revenues to pay for the increased equalization would come from Ontario. This led to the abandonment of full equalization of 
resource revenues from 1974 onward until 1982 when the five province standard was introduced. A n interprovincial revenue sharing pool would 'solve" 
this in the sense that the resource-rich provinces would contribute funds directly into this tier of the equalization scheme. For more detail, consult 
Courchene and Copplestone, 1980. 

o 
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APPENDIX C: 

Number of Low Income Children Under 18 Years of Age, In Families, 
1978 Based LICO (000). 

Year Canada Nfid PEI NS N B Quebec Ontario Manit. Saskat. Alberta B C 
1971 2,574 148 24 165 134 909 668 150 15 199 162 
1972 2,236 117 25 127 104 723 543 136 134 186 143 
1973 2,057 133 23 101 113 703 503 101 104 157 119 
1974 1,634 118 15 91 81 522 376 122 95 106 108 
1975 1,313 76 9 61 58 373 376 80 62 120 98 
1976 1,217 66 10 56 60 361 336 60 58 92 118 
1977 1,186 53 8 46 50 367 372 59 60 90 81 
1978 1,045 62 12 50 58 310 298 52 34 90 79 
1979 1,044 62 12 50 58 310 298 52 34 90 79 
1980 968 59 5 35 47 312 301 48 28 69 67 
1981 1,073 47 9 41 49 322 322 57 62 75 89 
1982 1,236 54 8 51 54 355 370 65 54 98 127 
1983 1,260 51 7 46 58 340 340 59. 65 130 125 
1984 1,325 56 7 47 53 374 374 61 68 141 149 
1985 1,240 50 5 49 42 353 353 60 61 127 140 
1986 1,120 49 6 43 38 315 315 65 71 103 143 
1987 1,035 43 5 37 38 294 294 56 52 123 126 
1988 945 35 4 32 33 260 260 .51 60 17 106 
1989 907 32 5 34 32 237 237 54 58 110 94 
1990 1,060 32 5 35 32 267 267 55 57 122 122 
1991 1,207 33 5 44 34 325 325 78 60 125 107 
1992 1,234 40 4 40 29 294 294 61 63 160 142 
1993 1,383 32 4 51 32 339 339 64 66 138 154 
1994 1,304 34 4 48 33 318 318 58 60 119 173 
1995 1,389 35 5 47 42 344 344 57 58 147 172 

Source: Unpublished data purchased from Statistics Canada. 
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Appendix D: FESP 

Table D - l : Federal Transfer Payments, 1971-1995 

Year 

Transfer Payments (millions) 

Year To Other Levels Total 
To Persons of Government Current Constant* Per 

Capita 
1971 4,435 3,865 8,300 33,333.33 6590 
1972 5,878 4,301 10,179 39,000.00 5700 
1973 6,681 4,542 11,223 39,939.50 5630 
1974 8,354 5,845 14,199 45,655.95 5000 
1975 10,230 7,233 17,463 50,617.39 4570 
1976 11,025 8,032 19,057 51,366.58 4570 
1977 12,485 9,441 21,926 54,815.00 4330 
1978 13,906 10,243 24,149 55,387.61 4330 
1979 13,733 11,129 24,862 52,231.09 4630 
1980 15,374 12,119 27,493 52,467.56 4670 
1981 16,600 14,215 30,815 52,317.49 4740 
1982 21,952 16,183 38,135 58,399.69 4300 
1983 25,287 17,878 43,165 62,467.44 4060 
1984 26,481 20,603 47,084 65,303.74 3920 
1985 28,270 22,391 50,661 67,548.00 3830 
1986 29,482 21,343 50,825 65,076.82 4010 
1987 30,191 23,202 53,393 65,512.88 4040 
1988 31,347 25,301 56,648 66,801.89 4010 
1989 33,060 26,071 59,131 66,439.33 4110 
1990 36,788 27,482 64,270 68,885.32 4020 
1991 43,009 28,019 71,028 72,109.64 3890 
1992 46,744 30,445 77,189 77189.00 3680 
1993 48,714 31,182 79,896 78,483.30 3660 
1994 47,139 30,368 77,507 75,987.25 3820 
1995 45,313 32,379 77,692 74,560.46 3940 

* Current refers to the value of the dollar at the time of expenditure. This is converted to constant dollars to 
control for inflation. The conversation is Current/CPI, where CPI equals the consumer price index. 
CPI from C A N S I M Matrix 9940. 
Federal Transfer Payments to Persons 1971- 1980 from C A N S I M Matrix 5067; from 1981-1995 from 
C A N S I M Matrix 9164. 
Federal Transfers to other levels of Government 1971-1980 from C A N S I M Matrix 6685; 1981-1995 from 
S -STAT Table 384-0011. 
Population from S-STAT Table 051-0001. 



Appendix Table D-2: Federal Transfer Payments to Persons. 1971-1995 
(millions)  

Year Total 
Federal 
Transfer 
Payments 
to 
Persons 

Family & 
Youth 
Allowances* 

Child Tax 
Benefit/ 
Credit*** 

Pensions 
World 
Wars I & 
II* 

War 
Veterans' 
Allow
ances* 

Goods & 
Services 
Tax 
Credit*** 

Prairie 
Farm 
Assistance 
Act** 

Unemploy 
-ment/ 
Employ
ment 
Insurance 
Benefits* 

Old Age 
Security 
Pay
ments* 

Adult 
Occu
pational 
Training 
Payments 
** 

Scholars 
hips & 
Research 
Grants* 

Miscel 
lan-
eous 
& 
Other* 

Local 
Initia
tives 
Pro
gram** 

1971 4435 619 - 209 88 - 3 891 2114 166 106 239 0 
1972 5878 611 - 219 93 - 3 1869 2430 150 100 258 145 
1973 6681 711 - 254 120 - 5 2008 2824 147 107 311 194 
1974 8354 1769 - 290 136 - 0 2121 3303 150 109 393 83 
1975 10230 1961 - 312 195 - 0 3155 3753 171 121 441 121 
1976 11025 1942 - 347 206 - 0 3332 4305 190 133 463 107 
1977 12485 2084 - 372 229 - 0 3904 4692 195 148 709 152 
1978 13906 2224 - 397 251 - 0 4507 5238 141 164 982 2 
1979 13733 1696 - 427 278 - 0 4030 6085 77 170 970 0 
1980 15374 1812 - 447 297 - 0 4332 7020 91 210 1165 0 
1981 16600 1958 0 487 346 0 0 4757 8213 97 273 469 0 
1982 21952 2204 0 544 390 0 0 8454 9304 97 330 629 0 
1983 25287 2303 0 598 424 0 0 10062 10137 100 377 1286 0 
1984 26481 2393 0 625 468 0 0 9859 10999 103 442 1592 0 
1985 28270 2492 0 637 519 0 0 10118 12150 132 459 1763 0 
1986 29482 2524 395 653 505 0 0 10394 13148 63 492 1308 0 
1987 30191 2552 402 676 475 0 0 10369 14006 0 495 1216 0 
1988 31347 2595 351 702 448 0 0 10781 14801 0 521 1148 0 
1989 33060 2634 488 738 436 0 0 11445 15718 0 555 1046 0 
1990 36788 2711 579 822 432 580 0 13119 16705 0 665 1175 0 
1991 43009 2824 598 777 439 1805 0 17323 17955 0 691 597 0 
1992 46744 2870 658 856 443 2557 0 18648 18776 0 726 1210 0 
1993 48714 37 5252 848 441 2655 0 17591 19479 0 727 1684 0 
1994 47139 37 5259 864 417 2833 0 15012 20170 0 780 1767 0 
1995 45313 38 5214 909 397 2810 0 12889 20622 0 687 1747 0 
Notes: *From 1971 to 1980, from C A N S I M Matrix 5067; from 1981 to 1995, from C A N S I M Matrix 9164 

**From C A N S I M Matrix 5067; no such category on Matrix 9164 
***New program; no such category on Matrix 5067 >— 

u> 
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Appendix Table D-3: Federal Transfers to Other Levels of Government. 1971-1995 (millions ; 
Year Total Old Dis Canada Statutory Taxation Post Health Government Health Medi Technical Regional Official Contribu Provincial Miscell Canadian To To Local 

Federal Age abled Assistance Grants Agree- Secon Grants contribution Resources care and Voca Economic Langu tions share of aneous Health Provin Govern
Transfers 
to other 
levels of 

and 
Blind 
Pen

Persons 
Allow
ances 

Plan Ments dary 
Educa
tion 

under the 
Hospital 
Insurance 

Fund tional 
Training 

Expansion 
Payments 

ages under the 
Crop 
Insurance 

Oil Export 
Charge 

and 
Social 
Transfer 

cial 
Univer
sities 

ments 

govern
ment 

sions Grants and 
Diagnostic 
Services Act 

Act 

1971 3,865 2 3 466 32 1,288 463 14 806 43 558 - - 42 4 - 51 - - 93 
1972 4,301 1 3 476 35 1,451 462 21 924 35 620 - - 78 3 - 34 - - 158 
1973 4,542 1 3 490 34 1,542 486 13 1028 31 677 - - 68 12 - 44 - - 113 
1974 5,845 1 1 605 34 2,348 484 15 1212 35 735 - - 107 32 - 84 - - 152 
1975 7,233 1 1 822 34 2,878 509 12 1576 33 783 - - 110 45 - 286 - - 143 
1976 8,032 - 1 970 34 2,844 638 11 1928 21 928 - - 147 55 - 251 - - 204 
1977 9,441 - 1 978 49 3,617 906 7 1888 372 676 - - 178 68 - 349 - - 352 
1978 10,243 - 1 1,352 18 3,314 1340 10 1988 532 722 - - 233 72 - 313 - - 348 
1979 11,129 - - 1,559 50 3,178 1543 13 2570 598 813 - - 94 80 - 296 - - 335 
1980 12,119 - - 1,827 19 3,756 1588 2 2527 635 845 - - 175 91 - 355 - - 299 
1981 14,215 - - 2223 35 4338 1652 4 2632 704 910 - 347 175 111 - 610 - 376 98 
1982 16,183 - - 2650 52 5573 1492 11 2365 814 810 - 350 172 126 - 1258 - 419 91 
1983 17,878 - - 3280 65 5708 1851 27 2914 891 1003 - 183 177 149 - 1023 - 493 114 
1984 20,603 - - 3563 36 5786 2112 6 4725 1006 398 - 190 279 174 224 1406 - 562 136 
1985 22,391 - - 3831 84 5951 2538 13 5871 1062 - - 166 254 183 228 1505 - 587 118 
1986 21,343 - - 4033 52 5930 2202 - 5350 1123 - - 167 237 221 - 1292 - 602 134 
1987 23,202 - - 4227 36 6738 2220 - 5311 1172 - - 132 185 169 - 2156 - 633 223 
1988 25,301 - - 4447 36 7923 2328 - 5649 1261 - - 183 257 176 - 2066 - 727 248 
1989 26,071 - - 4745 36 8622 2135 - 5253 1297 - - 228 250 96 - 2271 - 767 371 
1990 27,482 - - 5504 36 8978 1922 - 4796 1360 - - 162 329 263 - 2757 - 916 459 
1991 28,019 - - 6846 36 8747 1774 - 4500 1397 - - 144 263 155 - 2956 - 929 272 
1992 30,445 - - 6839 38 8295 2420 - 5867 1434 - - 126 213 243 - 3588 - 973 409 
1993 31,182 - - 7116 39 7958 3016 - 7083 1520 - - 104 136 224 - 2642 - 974 370 
1994 30,368 - - 7398 39 8628 2395 - 5852 1457 - - 129 283 162 - 2453 - 975 597 
1995 32,379 - - 7158 38 9555 2507 - 6017 1548 - - 452 193 147 - 3382 - 970 412 
Notes: 1971-1980 from Statistics Canada, C A N S I M Matrix No. 006685 

1981-1995 from Statistics Canada, Educational Resources, Z - S T A T , Table 384-0011 - Intergovernmental transfers, annual (Dollars) 
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APPENDIX E: QUADRATIC REGRESSION CURVES 

Canada 
3000 

2000 

1000 

30000 40000 50000 60000 

° Observed 

n Quadratic 
70000 80000 

FESP 

M u l t i p l e R .93966 
R Square .88296 
Adjusted R Square .87232 
Standard E r r o r 145.23410 

Regression 
Residuals 

A n a l y s i s of Variance: 

DF Sum of Squares 

2 3500868.7 
22 464044.8 

Mean Square 

1750434.3 
21092.9 

F = 82.98672 S i g n i f F = .0000 

Var i a b l e 

V a r i a b l e s i n the Equation 

B SE B Beta T S i g T 

FESP -.225238 .021082 -6.892133 -10.684 .0000 
FESP**2 1.78539111E-06 1.8216E-07 6.322847 9.801 .0000 
(Constant) 8137.656574 592.339074 13.738 .0000 
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Dependent v a r i a b l e . . NFLD Method.. QUADRATI 

L i s t w i s e D e l e t i o n of M i s s i n g Data 

M u l t i p l e R .95551 
R Square .91300 
Adjusted R Square .90509 
Standard E r r o r 10.18715 

A n a l y s i s of Variance: 

DF Sum of Squares Mean Square 

Regression 2 23960.324 11980.162 
Residuals 22 2283.116 103.778 

F = 115.44031 S i g n i f F = .0000 

V a r i a b l e s i n the Equation 

Va r i a b l e B SE B Beta T S i g T 

FESP -.010725 .001479 -4.033895 -7.253 .0000 
FESP**2 7.27869540E-08 1.2777E-08 3.168395 5.697 .0000 
(Constant) 430.697450 41.548408 10.366 .0000 
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PEI 
301 

20 

10 

30000 40000 50000 60000 70000 

° Observed 

n Quadratic 
80000 

FESP 
Dependent v a r i a b l e . . PEI 

L i s t w i s e D e l e t i o n of M i s s i n g Data 

M u l t i p l e R .94956 
R Square .90166 
Adjusted R Square .89272 
Standard E r r o r 2.07471 

A n a l y s i s of Variance: 

DF Sum of Squares 

Regression 
Residuals 

2 
22 

868.26231 
94.69769 

Method.. QUADRATI 

Mean Square 

434.13115 
4.30444 

F = 100.85658 

Va r i a b l e 

S i g n i f F = .0000 

V a r i a b l e s i n the Equation 

B SE B Beta S i g T 

FESP -.002095 .000301 
FESP**2 1.43380957E-08 2.6022E-09 
(Constant) 80.842067 8.461749 

-4 .112534 
3.258243 

-6.955 .0000 

9.554 .0000 
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NS 

° Observed 

30000 40000 

FESP 

50000 60000 

D Quadratic 
70000 80000 

Dependent v a r i a b l e . . NS 

Lis twise Delet ion of Miss ing Data 

M u l t i p l e R .96188 
R Square .92522 
Adjusted R Square .91842 
Standard E r r o r 9.00593 

Ana lys i s of Variance: 

DF Sum of Squares 

Method. . QUADRATI 

Regression 
Residuals 

2 
22 

136.10148 

22077.492 
1784.348 

S i g n i f F = 

Mean Square 

11038.746 
81.107 

.0000 

Var iab le 

FESP 
FESP**2 
(Constant) 

Var iab le s i n the Equation 

B SE B Beta 

-.015496 .001307 -6.112178 
1.18376379E-07 1.1295E-08 5.403924 

542.673224 36.730786 

T S ig T 

-11.853 .0000 
10.480 .0000 
14.774 .0000 
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NB 

30000 40000 50000 

n Observed 

D Quadratic 
60000 70000 80000 

FESP 
Dependent v a r i a b l e . . NB 

Lis twise Delet ion of Miss ing Data 

M u l t i p l e R .96151 
R Square .92450 
Adjusted R Square .91763 
Standard E r r o r 7.73964 

Analys i s of Variance: 

DF Sum of Squares 

Regression 
Residuals 

2 
22 

16136.394 
1317.846 

F = 134.68973 

Method. . QUADRATI 

Mean Square 

8068.1969 
59.9021 

S i g n i f F = .0000 

Var iable 

FESP 
FESP**2 
(Constant) 

Var iab le s i n the Equation 

B SE B Beta 

-.009198 .001123 -4.241902 
6.33497093E-08 9.7073E-09 3.381351 

368.354887 31.566235 

T Sig T 

-8.187 .0000 

11.669 .0000 
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FESP 
Dependent v a r i a b l e . . QUEBEC 

L i s t w i s e D e l e t i o n of M i s s i n g Data 

M u l t i p l e R .95832 
R Square .91837 
Adjusted R Square .91095 
Standard E r r o r 47.93164 

A n a l y s i s of Variance: 

DF Sum of Squares 

Regression 
Residuals 

2 
22 

123.75329 

568632.11 
50543.73 

S i g n i f F = 

Method.. QUADRATI 

Mean Square 

284316.05 
2297.44 

.0000 

V a r i a b l e 

V a r i a b l e s i n the Equation 

B SE B Beta T S i g T 

FESP -.077490 .006958 -6.000261 -11.137 .0000 
FESP**2 5.89726957E-07 6.0117E-08 5.284941 9.810 .0000 
(Constant) 2821.670722 195.489799 14.434 .0000 
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Ontario 
700 

600 

500 

400 

300' 

200 
30000 40000 50000 

FESP 

60000 

° Observed 

D Quadratic 
70000 80000 

Dependent v a r i a b l e . . ONTARIO 

Lis twise Delet ion of Miss ing Data 

M u l t i p l e R 
R Square 
Adjusted R Square 
Standard E r r o r 

.90767 

.82386 

.80785 
41. 03748 

Analys i s of Variance: 

DF Sum of Squares 

Regression 
Residuals 

2 
22 

F = 51.44967 

173290.19 
37049.65 

S i g n i f F = 

Method. . QUADRATI 

Mean Square 

86645.096 
1684.075 

.0000 

Var iable 

FESP 
FESP**2 
(Constant) 

Var iab le s i n the Equation 

B SE B Beta 

-.043650 .005957 -5.798985 
3.33911693E-07 5.1470E-08 5.134132 

1719.051542 167.371873 

T S ig T 

-7.328 .0000 
6.487 .0000 

10.271 .0000 
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Manitoba 

30000 40000 

FESP 

50000 60000 

° Observed 

0 Quadratic 
70000 80000 

Dependent v a r i a b l e . . MAN 

Lis twise Dele t ion of Miss ing Data 

M u l t i p l e R .85040 
R Square .72318 
Adjusted R Square .69802 
Standard E r r o r 16.76304 

Analys i s of Variance: 

DF Sum of Squares 

Method. . QUADRATI 

Regression 
Residuals 

2 
22 

F = 28 . 73759 

16150.494 
6181.988 

S i g n i f F = 

Mean Square 

8075.2471 
280.9994 

.0000 

Variable 

FESP 
FESP**2 
(Constant) 

Var iab le s i n the Equation 

B SE B Beta 

-.013545 .002433 -5.522756 
1.04053750E-07 2.1025E-08 4.910044 

490.750669 68.368256 

T Sig T 

-5.567 .0000 
4.949 .0001 
7.178 .0000 
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Sask 

30000 40000 

FESP 

50000 60000 

D Observed 

D Quadratic 
70000 80000 

Dependent v a r i a b l e . . SASK 

L i s t w i s e D e l e t i o n of M i s s i n g Data 

M u l t i p l e R 
R Square 
Adjusted R Square 
Standard E r r o r 

.20397 

. 04160 
-.04553 

24.12681 

A n a l y s i s of Variance: 

DF Sum of Squares 

Regression 
Residuals 

F = 

2 
22 

47749 

555.893 
12806.267 

S i g n i f F = 

Method.. QUADRATI 

Mean Square 

277.94626 
582.10307 

6266 

V a r i a b l e 

V a r i a b l e s i n the Equation 

B SE B Beta T S i g T 

FESP -.002706 .003502 
FESP**2 2.11804096E-08 3.0261E-08 
(Constant) 144.448678 98.401501 

-1.426140 
1.292088 

-.773 .4480 
.700 .4913 

1.468 .1563 
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Alberta 
3001 

200 

100 

30000 40000 

FESP 

50000 60000 

° Observed 

° Quadratic 
70000 80000 

Dependent v a r i a b l e . . ALTA 

L i s t w i s e D e l e t i o n of M i s s i n g Data 

Method.. QUADRATI 

M u l t i p l e R 
R Square 
Adjusted R Square 
Standard E r r o r 

.73749 

.54390 

.50243 
26.88407 

A n a l y s i s of Variance: 

DF Sum of Squares 

Regression 
Residuals 

2 
22 

F = 13.11733 

18961.188 
15900.572 

S i g n i f F = 

Mean Square 

9480.5940 
722.7533 

0002 

V a r i a b l e 

FESP 
FESP**2 
(Constant) 

V a r i a b l e s i n the Equation 

B SE B Beta 

-.019908 .003902 -6.496512 
1.69159120E-07 3.3719E-08 6.388765 

677.850450 109.647015 

T S i g T 

•5.101 .0000 
5.017 .0001 
6.182 .0000 
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BC 

30000 40000 

FESP 

50000 60000 

D Observed 

D Quadratic 
70000 80000 

Dependent v a r i a b l e . . BC 

L i s t w i s e D e l e t i o n of M i s s i n g Data 

M u l t i p l e R 
R Square 
Adjusted R Square 
Standard E r r o r 

. 74076 

.54872 

. 50770 
21.06670 

A n a l y s i s of Variance: 

DF Sum of Squares 

Regression 
Residuals 

2 
22 

F = 13.37534 

11872.109 
9763.731 

S i g n i f F = 

Method.. QUADRATI 

Mean Square 

5936.0547 
443.8059 

0002 

V a r i a b l e 

V a r i a b l e s i n the Equation 

B SE B Beta T S i g T 

FESP -.013450 .003058 
FESP**2 1.23601414E-07 2.6422E-08 
(Constant) 465.064620 85.920804 

-5.571609 
5.925605 

-4.398 .0002 
4.678 .0001 
5.413 .0000 
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APPENDIX F: 

Chart F- l : Curve Estimate with Time as Independent Variable 

Canada 
3000' 

2000 

1000 

a Observed 

° Quadratic 
10 20 30 

Sequence 
Independent: Time 

Dependent Mth Rsq d . f . F S ig f bO b l b2 

CP QUA .766 22 36.01 .000 2399.61 -184.64 5.9747 
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APPENDIX G: REGRESSION ON WELFARE STATE AND WELFARE 
REFORM MODELS 

Chart G- l : Welfare State Model 

Canada 
30001 1 

2000 

1000 

30000 

FESP 

40000 50000 

D Observed 

° Linear 
60000 

Independent: FESP 

Dependent Mth Rsq d.f. F S i g f bO b l 

CP LIN .961 9 220.51 .000 5046.48 -.0743 

C o e f f i c i e n t s 

Model 

Unstand-
a r d i z e d 

C o e f f i c i 
ents 

B Std. 
E r r o r 

1 (Constan 5046.480 242.324 
t) 

FESP-7.430E- .005 
02 

a Dependent V a r i a b l e : CPrates 

Standard 
i z e d 

C o e f f i c i 
ents 

Beta 

20.825 

980 -14.850 

S i g . 95% 
C o n f i 
dence 

I n t e r v a l 
f o r B 
Lower 
Bound 

Upper 
Bound 

.000 4498.306 5594.654 

.000 -.086 •.063 
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Chart G-2: Welfare Reform Model 

Canada 
1400 

1300 

1200 

1100 

1000 

900 

D Observed 

n Linear 
64000 66000 68000 70000 72000 74000 76000 78000 80000 

FESP 

Independent: FESP 

Dependent Mth Rsq d.f. 

CP LIN .637 9 

F S i g f bO b l 

15.80 .003 -695.34 .0263 

C o e f f i c i e n t s 

Model 

Unstand-
a r d i z e d 
C o e f f i 
c i e n t s 

B Std. 
E r r o r 

1 (Constan-695.335 469.269 
t) 

FESP 2.629E- .007 
02 

a Dependent V a r i a b l e : CP 

Standard 
i z e d 

C o e f f i 
c i e n t s 

Beta 

.798 

-1.482 

3.975 

Sig 95% 
C o n f i 
dence 

I n t e r v a l 
f o r B 
Lower 
Bound 

173 
1756.896 

003 .011 

Upper 
Bound 

366 .225 

.041 




