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Abstract

This paper compares the situation of children in Canada relative to other OECD countries in
terms of child poverty and well-being. First, trends in child poverty and living standards since
2007, i.e. one year before the onset of the Great Recession, are described. An overview of
children's material deprivation and of key indicators of child well-being is also provided. The
paper discusses the observed poverty trends in relation to policies implemented to combat it
by federal authorities. Some priorities for action to make the alleviation of child poverty more
effective are discussed.

TACKLING CHILD POVERTY IN CANADA
For Official Use



DELSA/ELSA/WD/SEM(2018)19 |5

Resume

Ce document compare la situation des enfants au Canada par rapport aux autres pays de
I'OCDE en maticre de pauvreté des enfants et de bien-étre. Sont d'abord décrites les tendances
de la pauvreté et de niveau de vie des enfants depuis 2007, année antérieure a la Grande
récession. Un panorama des privations matérielles subies par les enfants et des principaux
indicateurs de bien-étre des enfants disponible au niveau international est aussi proposé. Le
document discute les évolutions constatées de la pauvreté au regard des politiques mises en
ceuvre pour la combattre au niveau du gouvernement fédéral. Certaines priorités d'action pour
rendre la lutte contre la pauvreté des enfants plus effective sont discutées.
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Main findings

e Child poverty in Canada is close to the OECD average: around 1 in 7 children are income-poor,
on average, across the country.

o Joblessness is strongly associated with child poverty: 9 out of 10 children in households where
no parent has a job are income-poor. Policies aimed at supporting parents’ labour market
attachment could help support some income poor families improve their standard of living.

e Poverty in Canada is more prevalent among certain groups than others - children of single
parents, indigenous children, and children with an immigrant background are more likely to be
living in income poverty. Poverty reduction policies should focus on interventions that would
support better outcomes for these groups.

e In Canada, as elsewhere, more income poor children live in rental accommodation, as opposed
to homes that are owned by their parents. As home ownership becomes more inaccessible for
families at the lower-end of the socio-economic distribution, housing policy interventions should
focus on outcomes that protect low-income tenants from rent increases. Targeting housing
benefits towards low-income families, increasing social housing stock and prioritising placement
of families with the greatest needs are options that can better help meet the housing needs of poor
families.

e In August 2018, Government of Canada launched first Poverty Reduction Strategy. The
reduction of child poverty could be identified as a specific objective of the recently launched
poverty reduction strategy. The development of measures of children’s exposure to income
poverty and of unmet needs in terms of food, health, education and housing would make it
possible to set targets for children and monitor progress for this particular population group.

e Assessing the impact of investments in early learning and childcare should be included as part
of the Poverty Reduction Strategy announced in August 2018. The number of childcare places
created, access for low-income children, and the quality of services provided will be important
metrics to monitor in order to measure the results of public spending on poverty reduction.

e Families with very low-incomes and jobless parents, in particular, are at greater risk of living in
low-quality housing and experiencing deprivation in terms of food and/or dental care. In this
case, getting out of poverty and its consequences presupposes that barriers to employment are
addressed, and that obstacles that limit access to care, quality housing can be eliminated, and that
financial aid can be granted. For this, coordination between employment, health, housing or
social services is necessary, which can be ensured, for example, by a management on a case-by-
case basis and the implementation of community-based single-entry points of service.
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Introduction

1. Childhood is a critical period for the development of human and social capital of
individuals. Unfortunately, however, far too many children do not get the best possible start
in life, as they experience poverty in the early years of life. Poverty has a big impact on
children in different ways: it affects their material living conditions, the quality of the
relationships with their parents, their health and educational outcomes as children and, later
in life, their integration into the labour market and career prospects. Effectively combating
child poverty improves family and child well-being, and can form a basis for sustainable
inclusive growth in future.

2. For many countries, child poverty is not a new policy issue, and it has received
renewed attention at the international level with the 2015 UN Sustainable Development Goals
target to halve child poverty by national definitions by 2030. Moreover, children often show
a risk of poverty that is higher than for other population groups and many low-income
families have experienced a decline of living standards, which calls for strengthening efforts
made to alleviate child poverty.

3. Different demographic, economic and institutional factors help explain the different
trends in child poverty in OECD countries (Thévenon et al., 2018). Nevertheless, each
country has its own history and institutions to understand and identify policy levers that can
reduce child poverty and/or limit its impact on children's well-being.

4. This report examines the situation in Canada with respect to child poverty, material
deprivation affecting families, and the well-being of children and adolescents based on
indicators available for comparative analysis. It also reports on policy developments to
understand child poverty trends and identify some policy directions that can help reduce child
poverty in the future.

5. The report is organised as follows. The first section reviews the main trends regarding
child income poverty, and it also it reports on changes in the standard of living of children
from low-income families from the pre-crisis period in 2007 to 2014 (section 2). The third
section describes the material deprivations of the families where children live, whether or not
they are income poor. Several groups of children are identified according to whether or not
they are deprived in one or several dimensions. The analysis of material deprivation profiles
of children enables identifying what policies are needed to complement financial assistance,
such as improving access to basic resources for nutrition, clothing, education, housing and
promoting access to leisure activities for all children. The fourth section examines the
situation in Canada relative to other OECD countries with respect to indicators reflecting
different dimensions of child well-being. Finally, the last section describes the context of
family support and suggests policy directions that can contribute to a national strategy to
combat child poverty. More detailed information on the policy context and trends children’s
living standards is provided in Annexes A and B of this document.
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1. Child poverty in Canada

1.1. Child poverty trends

6. Measuring and comparing child poverty (or any other population group) requires
arbitrarily defining an income threshold below which all members of a household will be
considered poor. This level of income is meant to synthesize differences in purchasing power
and standard of living between households and for this reason is used as a proxy to categorize
household members as poor or not. This aggregation within a single income indicator is
difficult to achieve, especially in a country like Canada with a particularly large geographical
area and regions with very different living conditions and costs. For this reason, it is useful
to consider additional criteria to identify poor households, and take into account needs that
may vary according to family types and regions (Box 1).

7. The relative poverty indicator measures the proportion of people living below a fixed
poverty line relative to the income distribution in each country - here the line is set at 50% of
median income. This measure is particularly useful for international comparisons as it allows
for national specificities in the distribution of income to be taken into account while providing
an identical point of comparison.

Figure 1. In Canada, around 1 in 6 children are income poor in relative terms

Share (%) of children (0-17) with an equivalised post-tax-and-transfer income of less than 50% of the national
annual median equivalised post-tax-and-transfer income, 2007a, 2015-16° or nearest available year

m2015-16 O Anchored poverty rate (2005 poverty line) — Total population poverty rate

Poverty rate %
45
40 L O Highrange of child poverty

35 F Intermediate range of child poverty
30 Low range of child e)
25 poverty
20 f O O
15 — e) -
10

Notes: a) 2008 for Australia, France, Israel, New Zealand, Norway, Sweden and the United States; 2009 for Chile;
2010 for the Netherlands; b) ; b) 2012 for Japan; 2013 for Brazil, China;2014 for Australia, Iceland, New Zealand
and Mexico; 2017 for Costa Rica. Countries are categorised in low and high if they are half a standard deviation
below or above the OECD average.

Source: OECD Income Distribution Database.

8. According to relative poverty measures, nearly 1 in 7 children is income-poor on
average in the OECD, though with large disparities across countries (Figure 1). For example,
more than one in five children are income-poor in Chile, Israel, Spain, Turkey and the United
States, which is almost ten times higher than the child poverty rate in Denmark. Within this
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spectrum, child poverty in Canada is higher than the OECD average: a bit more than 1 in 6
children are income-poor, on average, across the country, children being as affected by
poverty as the average of the total population. The child poverty rate, moreover, has remained
fairly stable since the beginning of the crisis, rising by only 0.3 percentage points since 2007.

9. By “anchoring” the poverty line at a fixed level, it is possible to estimate the
proportion of children who have a “standard of living” lower than or equal to the poverty line
that prevailed a few years or decades earlier. Figure 2 shows the poverty rate based on a
poverty line anchored in its 2005 value (this reference is re-evaluated each year to take price
inflation into account). The poverty rate obtained with the 2005 poverty line is much lower
than the relative poverty rate obtained with a ‘floating’ poverty line in Figure 1, due to the
marked rise in median income showing that the standard of living of poor children has
improved over time since 2005.

Figure 2. Child income poverty rates in Canada

Share (%) of children (0-17) and of the total population with an equivalised post-tax-and-transfer income of less
than 50% of the national annual median, 2015

B Child relative poverty rate [1Child "anchored" poverty rate

18%
16% -
14% -
12% -
10% -
8% -
6% -
4% -
2% -
0% -

Canada OECD

Note: The ‘anchored’ poverty rate sets the poverty line at its 2005 level with yearly adjustments for price inflation.
Source: OECD Income Distribution Database.

10. Poverty is often a transitory situation in Canada. For example, over the period 2005-
2010, the proportion of low-income Canadians is halved after one year, and only 1.5% of
them lived in low-income for up to 6 years based on the Low-income Cut-Offs (LICO) after
tax (Government of Canada, 2016(1)).
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Box 1. Measures of low-income and poverty in Canada

The Government of Canada does not have an official definition of poverty.
However, poverty is often assessed by measuring the number of Canadians with
low-incomes. There are several indicators used to measure low-income:

Low-income cut-offs

The Low-income Cut-offs are income thresholds below which a family will
devote a larger share of its income on the necessities of food, shelter and clothing
than the average family. It is a relative measure of low-income; as a family is
considered low-income if it spends 20 percentage points more on these
necessities than the average family. The Low-income Cut-offs are adjusted for
seven family sizes and five different community sizes to capture differences in
the cost of living.

Since data is available as far back as 1976, it is frequently used to examine low-
income trends over several years.

Low-income measure — relative poverty rate

The Low-income Measure defines low-income as being below a fixed percentage
of income. A household is considered low-income if its income is below 50% of
median household incomes. It is, therefore, the relative measure of poverty that
is conventionally used for OECD comparisons.

Market basket measure

There are sizeable variations in the costs of living and socio-economic
circumstances across Canada. Such concern is addressed by the use of the Market
Basket Measure (MBM), which sets many low-income thresholds reflecting the
estimated cost of a specific set of goods and services that represent a basic
standard of living in a specific area.

A family is considered low-income if it does not have enough money to buy these
specific goods and services in its community. This indicator is available for 49
different communities across Canada and is more sensitive to differences in the
cost of living. Moreover, when MBM thresholds are applied to infer national
low-income rates, these are lower that the estimates obtained from applying a
“floating” relative income approach. In 2015, 12.2% (4.2 millions) of people
were categorised in low-income when the MBM is applied, against 14.2% (4.6
millions) with the conventional relative poverty measure.

For the first time in August 2018, the government of Canada decided to set an
official poverty measure which will be calculated using the market Based
Measure (Employment and Social Development Canada, 201827)

1.2. Socio-demographic profile of child poverty

11. Families in Canada are diverse in their composition and vary across the provinces
and territories. In 2016, slightly less than 20% of children lived in single parent families
(more than two-thirds of which are female led households) (Statistics Canada, 20173)), and
close to 40% of income poor children lived in single parent families. Though relatively stable
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over time, the proportion of children living in single parent families in Canada is highest in
the Atlantic Provinces where median incomes are lowest (Statistics Canada, 2016) and in
northern Canada.

12. The risk of poverty is higher overall for single-parent families than for two-parent
families, but it is highly dependent on the parent's employment status: in 2015, while 92% of
single-parent families are poor when the parent is not working, only one-third of single-parent
families are income poor when the parent works (OECD Income distribution Database).
Taking a longer-term perspective, the proportion of children in single-parent families living
in low-income households has halved since the mid-1990s (Government of Canada, 2016()).
In addition, the increase in the Canada Child Benefit payment adopted in 2016 may have
helped reduce the poverty rate from its 2015 level.

13. Parental joblessness is an important determinant of the risk of poverty. In Canada,
75.6% of two-parent jobless households and 92.5% of single-parent jobless households are
income-poor which is far above the OECD averages of 60% and 64% respectively.

14. More than two-thirds of poor children live with a parent with some tertiary education.
Nevertheless, the risk of poverty is much lower when the father or mother has tertiary
education. For example, about 8% of children are poor when the father has a higher education
level, while more than 20% of children whose father has a lower secondary school diploma
are poor (Table 1).

Table 1. Percentage of children in low-income by level of education of parents, 2014

Highest level of education of mother
Less than upper secondary | Upper secondary | Tertirary | Total
. No 68,7 80,9 90,6 87,2
Low-income
status
Yes 31,3 19,1 9,4 12,8
Highest level of education of father
Less than upper secondary | Upper secondary | Tertirary | Total
Low-income | 1, 79,1 86,9 92,1 90,1
status
Yes 20,9 13,1 7,9 9,9

Note: Data from Statistics Canada on tertiary education do not distinguish between some adult education and
occupational preparation programmes, so international comparisons of tertiary education systems should be
handled with some caution.

Source: 2014 Canadian Income Survey.

15. According to the 2016 Census, 2.2 million children in Canada (37.5% of all children)
under the age of 15 were foreign born or had at least one foreign born parent (Statistics
Canada, 20174)) . The proportion of children with an immigrant background is on an upward
trajectory and is expected to increase to between 39.3% and 49.1% by 2036 (Statistics
Canada, 2017;s). While poverty rates have been declining in Canada, immigrants face higher
rates of poverty than their Canadian-born counterparts, and low income rates among recent
immigrants in 2010 was 2.6 times higher than the Canadian-born population (Picot and Hou,
20144)) .

16. Furthermore, Indigenous children in Canada face a relatively high risk of living in
low income and poverty (Box 2). Addressing Indigenous child poverty is done through
programmes delivered nationally and at the provincial level, as well as through targeted
initiatives that include childcare programs, labour force development programs, and social
transfers to indigenous communities.
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Box 2. Indigenous Child poverty

1.7 million people in Canada report having an Indigenous identity, accounting for 4.9% of
the population (Statistics Canada, 201747). The Government of Canada does not conduct
any comprehensive survey that captures poverty data among all Indigenous communities.

The 2016 Census indicates that 30% of Aboriginal children live in a low-income
household, with important variations across communities and regions (Statistics Canada,
20177)). Statistics Canada notifies that these estimates are affected by the incomplete
enumeration of certain Indian reserves and Indian settlements in the Census of Population.
Furthermore, the low-income concepts are not applied in the territories and in certain areas,
as the existence of substantial in-kind transfers and sizeable barter economies as well as
consumption from own production make the interpretation of low-income statistics more
intricate.

The Canadian Human Rights Tribunal, (2017) found that First Nations children and
families are denied equal child and family services, and that policy design and funding
formulas in place result in denials of services that are based on race or ethnic origin. The
ruling goes on to state that “these adverse impacts perpetuate the historical disadvantage
and trauma suffered by Indigenous peoples, in particular as a result of the Residential
Schools system”. The residential schools system was part of a century’s long policy of
assimilation of Indigenous peoples that entailed the removal of children from their families
for the purpose of education. Conditions in schools inflicted trauma on many Indigenous
children through harsh discipline, the abnegation of culture and identity, and pervasive
physical and sexual abuse. Survivors of the residential schools system initiated the largest
class-action settlement in Canadian history whereby a multi-billion dollar fund was
established to help former students in their recovery and led to the creation of the Truth
and Reconciliation Commission of Canada in 2008.

The Truth and Reconciliation Commission of Canada, (2015) identifies 94 calls to action
to redress the legacy of Residential Schools and advance the process of Canadian
reconciliation. Improving child welfare is the top priority, and the calls to action provide a
comprehensive roadmap that aims to eliminate the gaps in outcomes between Indigenous
and non-Indigenous Canadians.

A report commissioned by the Premiers of all the Canadian provinces and territories by a
coalition of Indigenous advocacy groups (Aboriginal Children in Care Working Group,
2015), shows that Indigenous children are greatly overrepresented among children in
Canada’s child welfare systems. There is variation across provinces and territories but in
Alberta for example, 9% of children are Indigenous; while 69% of children in care are
Indigenous.

Addressing poverty among indigenous children requires a holistic approach that includes
community level and family level interventions through cash and in-kind supports.
Improving housing, closing gaps in education quality and increasing completion rates, as
well as addressing health and social service provisions needs of indigenous people is
essential to addressing some of the material deprivation issues of indigenous children and
communities.

Through investments made in Budget 2017 and Budget 2018, the Government announced
dedicated funding of over $1.7 billion for Indigenous housing. Budget 2018 also introduced
the new Indigenous Skills and Employment training Program to replace the Aboriginal
Skills and Employment Training Strategy with an incremental investment of almost $450
million over five years and nearly $100 million per year ongoing.
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17. In Canada, the proportion of children in poor homeowner families declined between
2007 and 2014 by 7 percentage points from 52.6% to 45.5%. The year over year increases in
home prices in most parts of the country may be crowding out lower-income families from
the housing market even in a low mortgage-rate environment. Nevertheless, rents have
continued to grow in real terms even in recent years, and although this growth is less strong
than that of house prices, the drop in the rental vacancy rate to 2.9% indicates that demand is
outpacing growth in supply which could, in turn lead to upward pressure on rents (Canada
Mortgage and Housing Corporation, 2017) (OECD, 2018s)).
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2. Changes in children’s living standards between 2007 and 2014

18. Child poverty trends have been stable since the early 2000s. However, families were
unevenly affected by the Great Recession, as shown by the analysis of trends in family
income, family composition, parental labour market attachment, parental education and home
ownership. The evolutions described here stop at 2014-15 and therefore do not reflect the
effect of the measures adopted since 2016, including the Canada Child Benefit in 2016, which
was expected to lift 300,000 children out of poverty (Box A.1).

19. Unlike in other countries, the standard of living of children in poor two-parent
families in Canada improved between 2007 and 2014, while it declined for children in single-
parent families (Figure 3, and Annex B provides detailed analysis of changes in children’s
living standard along the income distribution).

20. For children in two-parent families, both market and disposable income increased
over this period at all levels of the income distribution. For instance, the maximum income
of families with the poorest 25% of children (i. e. the 25th percentile) increased by almost
6.5%, while market incomes increased by 3.5% (Figure 3, Panel A) — the increase in
disposable income being of comparable magnitude throughout the income distribution (see
Annex B).

21. The rise in the standard of living for poor children in two-parent families is partly
explained by a positive change in the characteristics of households where poor children live
(Figure 3, Panel A). In particular, the proportion of these poor children with a father and/or
mother with higher education has increased from 47 to 60% between 2007 and 2014, and
these parents are relatively better off among low-income families.

22. An even larger part of the gain in standard of living is explained by a change in the
effect of household characteristics on the position of children in the distribution of income
(shown in Figure B.1. Changes in living standard of children in two parent families — Canada
(2007-2014)

23. and Figure B.2. Changes in living standard of children in single parent families -
Canada (2007-2014)

24. in Annex B). One trend dominates in particular: the relative gain in income (+13%)
for children whose parents own the home compared to poor families who rent their homes
but who otherwise share the same characteristics (Annex B). Declines in home ownership
tend to push the standard of living down. The proportion of poor children in a two-parent
family renting a dwelling increased sharply, from 36% in 2007 to 50% in 2014. The sharp
rise in house prices contributes to the increasing exclusion of poor families from home
ownership.

25. Changes in parental employment (such as job loss or reduced earnings) in poor two-
parent families tend to push the standard of living down. First, the drop in the number of poor
children with a working father: 26% of children in the first quartile of families with two
parents had a father out of employment in 2014, compared to 18% in 2007. In addition, 53%
of poor children have a father employed full time full year in 2014, compared to 66% in 2007.
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Figure 3. Changes in living standard of children - Canada (2007-2014)

Panel A: Contribution of changes in family and work characteristics to changes in living standard of poor
children in two-parent families
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8% Unexplained
7%

6%

5% Total change of household income for the 25%
poorest children

5% i
Unexplained 2%

4%
3% 3%

% 2%
T
0% 0%

1% E —— Family 1% Labour force Family Labour force  Educational
° structure structure status of the attainment of

2% Labour force Educational 2% Dwelli status of the mother arents
- Labour forcétatus of the attainment of 3% we “:f father P
% Dwelling Status of the mother parents 4% ownersiip
-4% atad
ownership ~ father
5% Ld -5%

Panel B: Contribution of changes in family and work characteristics to changes in living standards of poor
children in single-parent families

Market income Disposable income
15% 15%
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Dwelling Family
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Note: Market income is the sum of: wages and salaries, net self-employment net income, interest and investment
income, private pension and registered retirement savings plan income, and includes alimony or support income
received, and other income; Disposable income is total income less: income tax, employment insurance contributions,
public and private pension plan contributions, union dues (incl. professional membership dues, and malpractice
liability insurance premiums), childcare expenses incurred in order to hold a paid job, alimony or support payments
paid, and public health insurance premiums. Household income is equivalised using the square root scale. The term
‘standard of living’ refers to the equivalised disposable income.

Family structure includes information on the number of children, age of children and parents, and possible presence
of other adults.

The black line shows the total percentage change in the household income from 2007 to 2014 for the 25 percentile
of children at the bottom of the income distribution in respectively two-parent (Panel A) and single-parent (Panel B)
families. Each bar reflects the contribution of changes in family and work characteristics to the evolution of income,
and the last white bar shows the percentage change of the income quantile that is not explained by changes in any of
the observed household characteristics. The contribution is positive (resp. negative) when changes in given
characteristics contributed to raise (resp. decrease) the income threshold of poor families. For instance, market income
of ‘poor” children in two-parent families increased by 3% in two-parent families from 2007 to 2014; change in
educational attainment of parents in these families tended to raise the family income threshold of the poorest 25%
children by almost 4%, but this effect was offset by the negative effects mainly related to changes in housing status
(-3%) and fathers' employment status (-1.1%). Much of the increase in market income is not explained by changes in
observed household characteristics. This unexplained share is as large as the contribution of the change in parental
education level. The contributions of each characteristic to income changes are ranked from most negative to most
positive.

Source: OECD Estimates based on the 2007 Survey on Labour and Income Dynamics and the 2014 Canadian Income
Survey.
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26. The situation of children in single parent families differs strongly from those of
children in two-parent families: they experienced a substantial loss of market income that is
particularly sharp (-19%) for families with the lowest incomes (Figure 3, Panel B). This
decline is primarily due to the reduced employment participation among single parents: 24%
of children in a single-parent family had a parent working full time in 2014, compared with
almost 40% in 2007.

27. The structure of single parent families is also changing: compared to 2007 single-
parent families in 2014 were smaller and were more 6 percentage points likely to have only
one child (36%in 2014 and 31% in 2007). This increases opportunities for single parents to
look for work and thus has a positive effect on market gains.

28. In Canada, social transfers have played an important role for single-parent families
to counterbalance the drop in earnings between 2007 and 2014, but outcomes vary across the
income distribution (Annex B): as shown in Figure 3 Panel B, the disposable income of the
25% of children in single-parent families at the bottom of the income distribution was
relatively stable, while it increased for children in higher-income single-parent families,
despite a decrease in market income (see Annex B). In other words, while social transfers
have barely compensated for market income losses in the lower end of income distribution,
they have contributed to a rise in living standards for wealthier single-parent families who
benefit from higher tax deductions. The gap in the standard of living between the poorest and
the wealthiest children in single-parent families is widening, as is the gap between children
in single and two-parent families.

29. In all, children in single-parent families were most affected by the drop in
employment rates of their parents since 2007, which led to a particularly marked drop in
income at the bottom of the income distribution. Social transfers have largely cushioned the
decline in market incomes, but income disparities in living standards among single-parent
families have increased significantly. The poverty rate among unemployed single-parent
families is also particularly high in Canada compared to the OECD average. Promoting the
employability, return and job retention of these parents should therefore be one of the
priorities for action for these populations to combat child poverty.

30. Moreover, risk factors for child poverty have changed since 2007 for children with
two parents and/or single-parent families. First, a growing proportion of poor children have
parents with higher education degrees, because more parents in aggregate now have higher
education degrees. As a consequence, the risk of poverty spreads among the most educated
parents, while at the same time higher education can improve families’ standard of living.
The reform of child benefits in 2016 reduces this risk by granting a more targeted benefit to
a large proportion of families. Other complementary measures could accompany this reform
to encourage employment, facilitate the integration of parents seeking work into the labour
market, increase work intensity and promote the reconciliation of work and family life.
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3. Patterns of children’s material deprivation

31. Poverty can contribute to material deprivation and the Canadian Survey on Economic
Well-Being facilitates extending the analysis to consider the prevalence and nature of
material deprivation experienced by families with children. One limitation of this survey
(compared for example to some existing surveys in Europe) is that the questions asked to
households do not specifically pertain to children. In the analysis that follows, children are
considered "victims" of deprivation when the survey respondent has answered that at least
one family member are unable or do not have access to the goods or activities in question.
However, it is possible that within a family categorized as experiencing deprivation, children
will not be victims if, for example, parents have their children's needs met as a priority.

32. Unlike European surveys, the Canadian survey also does not provide information on
the availability of resources to meet children's specific educational, recreational or sport-
related needs.

33. Material deprivation is not limited just to families living in income poverty — children
in non-poor households can grow up without access to essential goods and opportunities, too
— but the risks of deprivation are generally much higher among income-poor families than
among the non-income-poor. Table 2 shows the share of children under 17 in Canada
deprived of a range of material goods, resources and opportunities grouped according to their
income poverty status. Non-income-poor children are less likely than income-poor children
to be deprived on all of the measures in Table 2. For instance, around 5% of non-income poor
children experience housing issues — a composite measure that captures whether or not the
home is overcrowded, able to be kept adequately warm and free of unwanted pest — but their
proportion is more than three times as high among the income poor (16%). About 7% of
income poor children have difficulty keeping their housing at a comfortable temperature,
while the proportion is less than 2% among non-poor children.

34. A significant gap also concerns the use of dental care: less than 7% of non-income
poor children but nearly one third of poor are in a family who give up dental care. Noticeable
differences also concern food deprivation, with one in six income poor children live in a
family reporting nutrition deprivation compared to one in twenty non-poor children. A
similar gap exists also in the risk of food deprivation. More than one in ten income-poor
children (11.6%) do not eat fruit or vegetables every day, which is three times higher than
the non-income poor, and more than 8% do not eat meat or equivalent at least once a day,
which is 4 times higher than for the non-income poor children. Poor children are five times
more likely than non-poor to be unable to replace worn clothing.

35. Access to leisure activities also differs according to income level: more than 31% of
poor children are in a family reporting that at least one member has no regular leisure activity
while they are only 10% among non-income poor families. 9.4% of income poor children are
in a family with no internet access at home, while only 2% of non-income poor children are
in this situation.

36. In all, 6 in 10 income poor children in Canada lack access to at least one item or
opportunity, compared to 22% among the income non-poor; and 8% experience “severe
deprivation” because they are deprived in at least four of the dimensions considered in Table
2. Finally, it is not surprising to see that 53% of income poor children live in a family that
has difficulty making ends meet, whereas less than one in five of children in non-poor
families do.
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Table 2. Material deprivation rates according to the diverse dimensions Canada 2013

Percentage of children reporting material deprivation

Non income-poor Income-poor Total

Housing 5.2% 15.9% 7.2%
Keep dwelling free of unwanted pests

3.5% 11.0% 5%
Keep dwelling at comfortable temperature

1,9% 6.8% 2,9%
Dentist 6.5 32 11.4
Nutrition 5.5% 16.4% 7.6%
Fruits and vegetables at least once a day

3.5% 11.0% 5%
Meat, chicken or equivalent at least once a day

2.1% 8.4% 3.4%
Clothing 2.3% 12.0% 4.2%
Leisure 10.7 31.2 14.6%
Internet 2 9.4 3.5%
Any deprivation 22.3% 60.8% 29.7%
Severe deprivation 1.1% 7.8% 2.4%
Difficulty meeting expenses (including housing)

18.4 53.1%* 25.1

Source: Canadian Survey of Economic Well-Being, 2013. See Annex B for details about the variables.

37. A key question for developing appropriate policies is to identify not only which forms
of deprivation are most common, but also to what extent some children accumulate, combine,
and suffer from multiple types of deprivation all at the same time, as well as to identify the
characteristics of their household that makes it more likely. To examine this, different groups
of children are identified (by means of a Latent Class Analysis) among all income-poor

children.
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38. Table 3 summarises the different groups that can be identified according to
deprivation patterns. The available information suggests that:

e A very small minority of children in Canada (1.4% representing more than 90,000
children) show deprivation in most of the different dimensions: all face deprivation in
terms of clothing, 9 out of 10 in terms of nutrition and two-thirds have deprivation in
terms of leisure activities. Almost 4 in 10 children in this group also experience housing
problems.

e Nearly one in 10 children experience deprivation in dental care, but they also rather often
cumulate other types of deprivation: half of children in this group live in households with
no regular leisure activity, and a quarter experience deprivation in nutrition and/or
housing.

e 30% of children are deprived either of leisure (31%), nutrition (11%) or housing (10%).

Table 3. Groups of children at risk of material deprivation

Groups as obtained by a Latent Class analysis

Group 1 Group 2 Group 3 Group 4
Generally deprived ~ Families forgoing Dental Leisure deprived Not deprived
children Care children children
Prevalence of the group (% of income poor 1,4% 9,1% 29,4% 60,1%
children)
INDICATOR
Clothing 100,0% 16,7% 3,7% 0,3%
Nutrition 91,0% 25,9% 11,5% 1,0%
Dental care 31,1% 100,0% 0,0% 3,3%
Leisure activity 67,2% 50,9% 30,8% 0,0%
Internet 17,3% 10,5% 7,6% 0,1%
Housing 39,0% 23,6% 10,2% 2,6%

Source: Canadian Survey of Economic Well-Being, 2013.

39. Compared to the group of children who do not experience deprivation of any kind,
children who are generally deprived (group 1) have a lower average income and are much
more likely to be extremely poor: 72.1% belong to the first decile compared to 15% of non-
deprived children (Table 4). These children also have a higher incidence of single-parent
families: 42% of children in this group are headed by a single parent, while it is less than 9%
in the group of not deprived children (group 4). Parents in this group are also significantly
more likely to have a level of education attainment below tertiary level and are significantly
more likely to be unemployed or jobless than other group: 26% of children in this group have
jobless parents, against only 3% in the group of not deprived children (group 4).

40. With regard to the financial assistance received, generally deprived children show a
higher coverage by cash benefits than other groups: more than 9 out of 10 heavily deprived
children are in a family receiving child tax credit, but 1 out of 10 does not receive it. A much
smaller proportion, one-third of children in this group, receives social assistance.
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41. For children in families deprived of dental care (Group 2), they also often have a very
low-income (around 2/3 of children in the group belong to the first income decile), and their
family is frequently headed by unemployed or jobless parents. This group also includes more
families with a background migrant than others: 40% of children in this group have both
parents born outside Canada. Finally, these children are less well covered by social assistance
than children in the previous group, since about 1 in 5 children in this group are in a family
who receives a social assistance allowance against one third in group 1.

Table 4. Characteristics of the groups of materially deprived children in Canada

1,4% 9,1% 29,4% 60,1%
Prevalence of the group
Group 1 Group 2 Group 3 Group 4 Total
Generally Families forgoing Leisure deprived Not deprived
deprived families Dental Care families families
average income 21300 23700 40800 57600
1st decile 72.1% 64.3% 33.5% 15.0% 22.6%
2nd decile 19.9% 23.6% 22.0% 20.1% 20.7%
Number of parents in household
Oor1l 41.8% 25.8% 16% 8.9% 11.8%
2 58.2% 74.2% 84% 91.1% 88.2%
Migration background
native background 80.6% 59.4% 69.7% 77.5% 74.9%
migrant background 19.4% 40.6% 30.3% 22.5% 25.1%
Number of children in household
lor2 58.2% 62.8% 58.8% 67.5% 65.5%
3 and more 41.8% 37.2% 41.2% 32.5% 34.5%
Education level of mother (father if no mother
Below tertiary education 93.5% 74.7% 73.3% 60.3% 64%
Tertiary education 6.5% 25.3% 26.7% 39.7% 36%
Employment status of parents
Both parents unemployed 26.7% 21.1% 11.5% 3.7% 6.7%
At least one parent employed 73.3% 78.9% 88.5% 96.3% 93.3%
Jobless household 25.9% 19.2% 10.2% 2.9% 5.7%
At least one person employed 74.1% 80.8% 89.8% 97.1% 94.3%
urban environment
rural environment 22.5% 33.4% 29.9% 33.1% 32.4%
urban environment 77.5% 66.6% 70.1% 66.9% 67.6%
Benefits by categories
Child tax benefit receipt 91.2% 90.2% 77.9% 68.9% 72.3%
Social assistance receipt 33.4% 19.9% 9.9% 2.7% 5.6%

Source: Canadian Survey of Economic Well-Being, 2013.
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42. To sum up, this analysis shows that although non-income poor families experience
forms of deprivation, extreme monetary poverty is a factor aggravating the risk of
experiencing multiple deprivations. Only a very small minority of children (about 90,000
children, i.e. 1.4% of all children aged 0 to 17) experience deprivation in all areas, but some
of their characteristics (single parenthood, unemployment or joblessness, low parental
education) make them more vulnerable than others. However, a larger group of children
(10%) leave in families that do not receive dental care that would be needed, and this is often
combined with poor quality housing conditions and/or food or leisure deprivation. Very low-
incomes, lack of employment and the presence of parents born outside Canada are factors
putting children at a greater risk of facing multiple deprivations. Although the families of
these two groups of children usually receive financial assistance (child tax credit, social
assistance benefit), a significant minority of them still face multiple deprivations. These
situations therefore show the need to strengthen the financial support of these families and to
accompany this support in cash with assistance in terms of employment, medical and dental
insurance to better cover medical costs, or measures to promote housing renovation to best
address the multiple deprivations shown by these families.
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4. Child Well-Being: How does Canada compare to other OECD countries?

43. Information on the well-being of children in Canada is not as comprehensive as the
information available for European countries. The data that are available on the OECD Child
Well-Being Data Portal' show a mixed picture (Figure 4).

44, At home, children in Canada enjoy higher average disposable incomes than their
peers in many other OECD countries. At 15%, the child income poverty rate is comparatively
moderate and just slightly above the average for OECD countries (13.4%).

45. Parent-child relationships seem comparatively good, with only 3.5% of 15-year-olds
in Canada reported not talking to their parents before or after school on the last day they went
to school — much lower than in some other countries like Mexico or Turkey, for example,
where around 10-11% of 15-year-olds are in this situation.

46. Child health outcomes show mixed results. Infant mortality is above OECD average
(4.8 deaths per 1,000 births, compared to 3.9 on average), and the low-weight birth rate is
comparable to the OECD average (6.3%, compared to an OECD average of 6.5%). The
proportion of 15-year-olds engaging in intense physical activity is comparatively high
(almost 59%, versus an OECD average of 52.3%), but overweight and obesity rates are also
relatively high — almost 28% of 11-15 year-olds in Canada are overweight or obese,
compared to an OECD average of 19%.

47. Not all children benefit from optimal conditions for studying: about 18% of 15-year-
olds in Canada do not have a desk and quiet place to study at home, 26% do not have books
to help with school work, and 36% feel anxious about school tests even if well-prepared.
Nevertheless, Canadian teenagers perform very well on the OECD’s PISA reading and
mathematics tests, and the proportion of 15-year-olds who plan to pursue higher education is
comparatively high.

48. About 6.3% of 15-19 year olds in Canada are not in employment, education or
training, slightly above the OECD average (6.0%). The adolescent (15-19 year old) fertility
rate is also near the average for OECD countries.

! The Child Well-Being Data Portal (CWBDP) gathers data on child well-being and the settings in which children
grow up. It provides information on children’s home and family environment, their health and safety, their
education and school life, their activities and their life satisfaction, and also links to information on public policies
for children. Information covers children from 0 to 17 years of age, although some information is available only
for specific ages. Where possible, information is provided for different age groups, from early childhood to
adolescence. The data portal also provides a unique source of information on disparities in child well-being by
gender, family status, household income level, and parental background
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Figure 4. How Canada compares to other OECD countries on 19 key measures
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Note: Performance relative to other OECD countries with available data on each measure. For measures where a
larger value is generally ‘better’ (e.g. ‘adolescents reporting high life satisfaction’), ‘high performer’ (green circle)
means a value greater than the OECD mean by more than half the OECD standard deviation (s.d.), and 'low
performer’ (red square) a value less than the OECD mean by more than half an s.d. For measures where a smaller
value is better (e.g. ‘adolescents reporting low life satisfaction’), ‘high performer' means a value less than the
OECD mean by more than half an s.d., and 'low performer' a value greater than the OECD mean by more than
half an s.d. In both cases 'moderate performer' means a value within half an s.d. of the OECD mean.
Source. OECD Child Well-Being Data Portal.

49. Unlike in most OECD countries, immigrant students in Canada perform better on
average than non-immigrant students in all education and school life outcomes. There was a
difference of 10 score points between non-immigrant and immigrant children in Canada in
the PISA mathematics test (Figure 5). Similarly, immigrant students in Canada are more
likely to expect to complete a university degree (Figure 6), with a difference of 19.72
percentage points, compared to the OECD average difference of -0.34 percentage points.
However, regarding health outcomes, like in many OECD countries, immigrant students are
less likely to engage in regular physical activity in Canada, with a difference of -7.02
percentage points compared to the OECD average difference of -3.66 percentage points.

TACKLING CHILD POVERTY IN CANADA
For Official Use



26 | DELSA/ELSA/WD/SEM(2018)19

Figure 5. Mathematics performance at age 15 (PISA), by migrant status
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Source. PISA 2015. OECD Child Well-Being Data Portal.

Figure 6. Adolescents who expect to complete a university degree, by migrant status
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Source. PISA 2015. OECD Child Well-Being Data Portal.
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50. Similar to other OECD countries there are large differences in education and school
life outcomes in Canada on the basis of socio-economic status, measured by the Index of
Economic, Social and Cultural Status (ESCS) and by the Family Affluence Scale (FAS).
Canada has differences on the ESCS scale that are higher than average for access to a desk
and a quiet place to study, as well as access to books for school work (Figure 7). 59.25% of
children have access to books for school work in the lowest quartile, which is 30.97 p.p.
lower than the highest quartile, compared to an OECD average difference of 21.81 p.p..
Canadian students from the lowest quartile are also less likely to feel like they belong in
school, where 64.72% of children said that they belonged, a difference of 14.98 p.p. with the
highest quartile, compared with an OECD average difference of 7.72 p.p.

Figure 7. Adolescents with books for school work at home, by ESCS quartile
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Note: Quintiles based on the Index of Economic, Social and Cultural Status (ESCS)
Source. PISA 2015. OECD Child Well-Being Data Portal.

Similarly, there are large differences in health outcomes on the basis of socio-economic status
like many other OECD countries, but Canada has differences above the OECD average.
4.75% of Canadian students from the lowest FAS quintile are regular smokers and this is
3.85 p.p. more than the highest quintile, above the OECD average difference of 0.99 p.p

(Figure 8).
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Figure 8. Children who are regular smokers

Percent of 11-, 13- and 15-year-olds who smoke at least once a week.
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Note: The HBSC Family Affluence Scale (FAS) is a composite measure used to estimate a student's socio-
economic background. The composite is derived from several measures of common material assets or activities:
the presence and number of cars, vans and trucks owned by the family; the presence and number of computers
owned by the family; the presence of a dishwasher in the child's home; the presence and number of bathrooms in
the child's home; whether or not the child has their own bedroom'; and the number of times in the previous year
the child and their family travelled outside of the country/region of residence for a holiday/vacation. Responses
are scored and summed to form the Family Affluence Scale (FAS). Here, children are divided into three groups
according to their position in the distribution of FAS scores in their country or region:

Source: Health Behaviour in School-aged Children (HBSC) World Health Organization Collaborative Cross-
National Survey 2013-14; OECD Child Well-Being Data Portal.

51. Like in many OECD countries, in Canada, parents’ education level affects many
child-wellbeing outcomes. 26.19% of Canadian students of low-educated parents were
victims of bullying (Figure 9), which is 6.62 p.p. more than children of high-educated parents,
and above the OECD average difference of 2.53 p.p.
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Figure 9. Adolescents who report being the victims of bullying, by education of parents
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Source. PISA 2015. OECD Child Well-Being Data Portal.

52. When it comes to physical activity, gender differences for Canada are largely similar
to the OECD average. Females are less likely to engage in vigorous exercise (Figure 10) in
every OECD country, with an OECD average difference of -16.58 p.p., versus a Canadian
difference of -15.73 p.p.. Females are less likely to be overweight or obese, with an OECD
average difference of -3.92 p.p.. Canada also has no significant differences by gender for
children who are regular smokers.
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Figure 10. Adolescents regularly engaging in vigorous exercise, by gender
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Source. PISA 2015. OECD Child Well-Being Data Portal.

TACKLING CHILD POVERTY IN CANADA

For Official Use



DELSA/ELSA/WD/SEM(2018)19 | 31

5. Policy context

53. Canada has long recognised the importance of reducing child poverty. Successive
governments have implemented policies and programs aimed at supporting families with
children sometimes building in progressive adjustments to increase allocations for families
with low or modest incomes. In November 1989, for instance, the House of Commons
adopted a unanimous all-party resolution to strive to eliminate poverty among Canadian
children by the year 2000. This commitment has been reiterated with the aim to put in place
a long-term investment plan to allow poor families to break out of the welfare trap so that
children born into poverty do not carry the consequences of that poverty throughout their
lives (Lefebvre and Merrigan, 20039;). Over the course of several decades, different
measures have been adopted by federal and sub-national government authorities to support
families and to create an environment conducive to better opportunities for children.

54. Financial assistance contributes to significantly reducing child poverty, even before
the adoption of recent measures to strengthen their impact. In 2015, redistributive transfers
reduce child poverty by about 7.5 percentage points, which is the same magnitude as the
OECD average.

Figure 11. Child poverty before and after tax and transfers

Percentage of children aged 0-17 in households with an equivalised income below 50% the median income,
2015.
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Source: OECD Income Distribution Database.
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55. At present, the main federal government policies and investments that aim to support
families and/or reduce poverty include:

e The Canada Child Benefit (CCB) is a non-taxable progressive benefit that provides
families with up to CAD 6,400 per child per year. It is projected that the CCB will help
lift about 300,000 children out of poverty compared to before the reform (see Annex A
for details). The Government proposes to strengthen the CCB by increasing the benefits
annually to keep pace with the rising cost of living as of July 2018.

e The Working Income Tax Benefit is a tax measure aimed at making work pay for low-
income workers so they can keep more of their pre-tax income. For 2019 and subsequent
taxation years, the government has proposed to introduce the Canada Workers Benefit
(CWB), an enhanced version of the Working Income Tax Benefit (WITB). Compared to
the WITB, the amount of the basic benefit will be increased, and the threshold from
which the benefit phases out will be increased.

e The Employment Insurance Program (EI) is a taxable income replacement program that
aims to support eligible workers through life transitions and different kinds of benefits
that include unemployment benefits, maternity and parental leave benefits, sickness
benefits, and caregiving benefits. Workers qualify for various EI benefits when they
meet eligibility criteria related to labour market participation and life circumstances. The
Family Supplement provides a modest top-up of benefits for lower income recipients
with children.

56. The federal government works with provincial and territorial governments to address
cross-cutting issues that are of shared jurisdiction including social development objectives.
Agreements between orders of government to transfer funds for specific purposes are
negotiated in a wide range of domains including: healthcare, workforce development, and
early childhood education and care. Typically, provinces and territories are charged with the
task of implementing programs that address specific social policy issues and reporting back
on results and policy impacts. Federal grants and contributions programs such as the
Homelessness Partnership Strategy provide resources to community groups to support
initiatives that reduce homelessness.

57. Recently, the government has launched the development of a Canadian Poverty
Reduction Strategy and a National Housing Strategy in view of reducing poverty and
improving housing in Canada. The lack of affordable housing create serious challenges for
low-income households, particularly those living in the major cities that have seen the
greatest increases in house prices and rents. The National Housing Strategy, launched in
November 2017, provides 40 billion over 10 years to construct 100 000 new housing units,
renovate 300 000 existing units, enhance rental-construction financing and provide housing
allowances to needy households (OECD, 2018s;). This Strategy is projected to help up to
530 000 Canadians but the construction of new units under the plan will be insufficient to
eliminate waiting list and inequity between those with access to social housing and those
without will remain (OECD, 20185;). Prioritising placement of applicant with the greatest
needs is then necessary apart from priorities given, for example, to victims of domestic
violence and beyond the principle of first-come first-served.

58. In August 2018, Government of Canada launched first Poverty Reduction Strategy
to fight against poverty on multiple fronts (Employment and Social Development Canada,
2018}2)). This initiative introduces an official measure of poverty, and concrete poverty
reduction targets to reduce the poverty rate by 20 percent from its 2015 level by 2020 and by
50 percent by 2030. It also established a National Advisory Council on Poverty to advise the
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Minister of Families, Children and Social Development on poverty reduction and to publicly
report, in each year, on the progress made towards poverty reduction. Progress will be tracked
not only by measuring the poverty rate based on Canada’s Official Poverty Line, but also by
using a dashboard of other indicators including measures of basic needs coverage, poverty
intensity and poverty entry and exit rates.

59. The poverty reduction strategy has three objectives. The first is to enable individuals
to live in dignity by ensuring that their basic needs (in terms of food, health, housing and
income) are met. The second objective is to foster an inclusive society by helping Canadians
join the middle class through measures to promote the development of the skills of vulnerable
populations (such as young people or indigenous populations), access to quality employment
and the development of early childcare services. The third objective is to support the middle
class by protecting Canadians from falling into poverty and by supporting income security
and resilience.

60. The reduction of child poverty could be identified as a specific objective of the
recently launched poverty reduction strategy. The development of measures of children’s
exposure to income poverty and of unmet needs in terms of food, health, education and
housing met would make it possible to set targets for children and monitor progress for this
particular population group.

5.1. Advancing Family Policies

61. Several measures can be considered to protect children from the risk of poverty:

e Financial measures accompanying the reform of the Canada Child Benefit could
capitalise on this positive trend by targeting supplementary measures to encourage
more parents to enter the labour market by increasing the income gains associated
with the return to employment. These measures could first target families with two
parents whose 2015 effective tax rate related to the transition from inactivity to full-
time low wage employment is well above the OECD average (Annex A). In this
respect, significant progress has been made for single-parent families since 2007,
where effective tax rates linked to a shift to full-time employment are lower than the
OECD average.

e The net cost of childcare in Canada (Ontario) is among the highest in the OECD
(Figure 12). Efforts to increase the supply and improve the affordability of childcare
are a longstanding policy priority, but have had mixed results. The supply of
childcare spaces remains limited since it covers about a quarter of children aged 0 to
5 years, and a smaller proportion of the youngest in this age group (Friendly et al.,
2015;107). Moreover, regulated services are often unaffordable (MacDonald and
Friendly, 2016117); long wait lists and hefty surcharges keep many children out
(MacDonald and Friendly, 2016(117), and the gender employment gap is higher in
provinces with the highest cost of median childcare (Moyser, 2017[127).
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Figure 12. Out of pocket costs of childcare for low earner families

Net childcare costs for couple and single parent families, 2015.
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in 2015.

62. Greater responsiveness of childcare policies could help parents deal when no
affordable childcare solution is available upon the end of parental leave and/or if family
circumstances have changed since the decision to take leave was taken (due to either the loss
of a spouse's job or the separation of parents). The responsiveness can be ensured first of all
by the adoption of clear and transparent rules concerning the allocation of places in childcare
services for young children primarily to single-parent families and/or with a parent looking
for work.

63. Greater responsiveness could be also achieved by allowing more flexible use of leave
entitlements. For instance, some parents may have access to part-time childcare, for which a
part-time leave could be a better solution for their constraints. The “Working while on claim”
pilot project offers employment insurance beneficiaries a certain flexibility by allowing them
to combine, up to a certain point, this insurance income with that obtained by taking over an
activity (see details in Annex A). The evaluation and continuation of this scheme is an option
that can encourage a return to employment with some flexibility.

64. Parental leave reform introduced in December 2017 gives eligible parents the
opportunity to choose between the current 35 weeks of paid parental leave and a longer, (61
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week) period paid at a lower rate. The reduced level of income support and the prolonged
period out of work may weaken labour force attachment, and can exacerbate the risk of
poverty that already weighs on low-income families, especially single-parent families
(Annex A). A higher remuneration rate for low-income families, capped at a certain level of
earnings along with access to quality affordable childcare options could help better protect
these families from the risk of poverty.

65. The responsiveness of childcare policies can finally be strengthened by adapting to
the changing profiles of poor families, and in particular to the fact that poor single-parent
families increasingly include a school-age child and/or young adolescent. Access to after-
school care services is therefore crucial for these families, not only to enable parents to
reconcile their work and family life, but also to ensure that the children of these families have
access to recreational facilities, as single-parent families often struggle to meet their
children’s recreational needs (Russel, Harris and Gockel, 2008;13)).

66. Housing policy in Canada should prioritise support for poor families who rent their
homes, since the proportion of children living in rental homes has risen sharply in recent
years, and these families now are poorer relative to owner-occupied families than they were
in the past. The sharp rise in house prices has squeezed low-income families out of home
ownership, and is exposing them to rising rents. The preservation of social housing stock is
an option that can address shortage of affordable housing, while rent control policies
implemented in some provinces appear not to have the expected rent moderation effect and
may discourage the supply of new housing (Andrews, Caldera Sanchez and Johansson,
20117147) (Oecd, 2017[15)). The success of the National Housing Strategy will be measured in
part by its impacts in poverty alleviation?.

67. The high proportion (32%) of poor children in income living in households without
dental care suggest that increased efforts can be made to strengthen access to dental care for
poor households through existing programs led by the provinces and territories (Guttmann,
A., Gandhi, S., Hanvey, Li, P., Barwick et al., 2017;1¢)).

68. Lastly, urgent action is needed to support Indigenous children and families living in
poverty who are two to three times more likely to be poor than the rest of the child population.
First Nations’ governments could be encouraged, with control over relevant resources, to
formulate effective poverty reduction programs for their communities or actualise plans that
have already been formulated. Providing high quality, culturally responsive ECEC to
Indigenous children is an effective lever to improve education outcomes amongst Indigenous
children (OECD, 2017[17]).

5.2. Better performance indicators for more effective policies

69. Beyond specific measures, initiatives to improve the quality of the information
available on poor families, their characteristics, and access to services such as childcare are
key to ensure the effectiveness of the Poverty Reduction Strategy implemented by the
Canadian government and to monitor progress. Furthermore, information is need on how
poverty interacts with exposure to material deprivation, such as a lack of access to quality

2 The Government of Canada recently announced a 10-year, $40-billion National Housing Strategy to
help ensure that Canadians have access to housing that meets their needs. Part of this strategy is a $4-
billion Canada Housing Benefit to be launched in 2020, a new tool to fight the challenge of housing
affordability for vulnerable Canadians.
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nutrition and education materials to get a better view of the standard of living of Canadian
children.

70. The development of Early Childhood Education and Care (ECEC) services is a key
element in the fight against poverty. However, information available on childcare quality and
its uses remains rather limited. Better information-sharing and co-ordination among
provincial and federal authorities can improve the effectiveness of ECEC-policy Building
reporting requirements into federal and provincial bilateral agreements for the development
of ECEC and other social services would enable governments to tailor services and benefits
to the needs of families

71. Information on material deprivation among children is limited. Nation-wide surveys
on household material well-being are not conducted regularly and existing surveys do not
include accurate information on material deprivation. Having more detailed information on
the types of deprivation affecting children and the socio-demographic profile of their families
is needed to better define and prioritise policy measures.

5.3. Delivering in-cash and in-kind support

72. The higher risk of experiencing severe and often multiple material deprivation among
income poor families compared to the non-poor shows that it is necessary to supplement
financial support with in-kind aid to reach the most disadvantaged families. Families with
very low-incomes and jobless parents in particular are at greater risk of living in low-quality
housing and experiencing deprivation in terms of food and/or dental care. For this group,
getting out of poverty and its consequences effectively presupposes that barriers to
employment are addressed, as well as obstacles that may limit access to care, to quality
housing in addition to the financial aid that can be granted.  For this, coordination between
employment, health, housing or social services is necessary, which can be ensured, for
example, by a management on a case-by-case basis and the implementation of a community-
based single-entry point to services (OECD, 20151s)).
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Annex A. Background information on the policy context in Canada

73. This annex provides information on the Canadian institutional context. Financial
assistance for families, assistance with social assistance, assistance in reconciling work and
family life are reviewed. Housing price trends and policies are also discussed.

Financial support for families with children

74. Income support schemes have been subject to several reforms over the past thirty
years to strengthen family income, as well as to simplify the system and make it more
transparent for welfare benefit recipients (Box A 1). Child benefit payments have a strong
role in preventing poverty, but a key feature of the Canadian system is that child benefits are
also paid to middle-income families in so far as they are aimed not only at fighting poverty
but also at covering part of the costs of raising children. The recent reform introducing the
Canada Child Benefit increases the level of support received by low and middle-income
families. On average, families benefitting from the CCB receive about $6,800 in CCB
payments annually. About 65 per cent of families receiving the maximum CCB amounts are
single parents, of whom 90 per cent are single mothers. It is estimated that the CCB will help
lift about 300,000 children out of poverty.
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Box A 1. Child benefit schemes in Canada

Providing families with adequate income to raise children is one key element of
government action at federal of provincial levels. Child benefit system has been reformed
several times over the past decades, but a striking feature of reforms in this area lies also
in the step-by-step integration of the different benefits received by families since the early
1990s. For instance, in 1993 the federal government reformed the family benefits package
by replacing three programs that differed in purpose, design and distributional impact
(Family allowances, a refundable Child Tax Credit that was very progressive and geared
to poor families, and a non-refundable Child Tax Credit from which most poor families
were excluded)® with the Child Tax Benefit (Battle, 201519)).

The National Child Benefit* was introduced in 1998 as an intergovernmental initiative
aimed at preventing and reducing child poverty. This program, as well as the Child Tax
Benefit, offered several advantages in comparison to the older system. As a non-
stigmatizing program, it delivered its benefits to the large majority of Canadian families
through the same vehicle, and was portable in the sense that it provides a stable and assured
supplement to income no matter where families lived or moved. It was progressive,
meaning benefits decreased as incomes rose and it was not taxable, so that the amount
received by a family was directly transparent.

Several other measures were also introduced to help parents offset the cost of whatever
childcare arrangement they choose. In July 2006, the federal government introduced the
Universal Child Care Benefit, a direct payment to all Canadian families regardless of
income for each child under the age of six and a reduced rate for children 6-17 years old.
In addition, the federal personal income tax system provides a childcare expenses
deduction for families with children.

A further step towards benefit integration was taken with the introduction in 2016 of the
Canada Child Benefit, which replace the previous Child Tax Benefit, the National Child
Benefit Supplement and the Universal Child Care Benefit to provide all in one benefit for
all families with children under age 18. For low-income families with less than CAD
30,000 in annual net income, the CCB provides a maximum annual benefit of CAD 6 400
per child under the age of 6 and up to CAD 5 400 per child aged 6 to 17 — and an additional
CAD 2,730 per child eligible for the disability tax credit — from which it is expected that
around 300,000 children will be lifted out of poverty compared to before the reform. The
reform also places greater weight on the parental recognition objective for non-poor
households, and for these reason child payments for middle- and most high-income
families are also boosted. Families with higher incomes consequently receive progressively
less than low-income families, until the CCB phases out entirely for the richest families.
The structure of the benefit is progressive and consequently almost “universal” in the sense
that while first designed to combat poverty, it also aims to support middle-class families.

In fall 2017, the government has proposed to strengthen the CCB by increasing the benefits
annually to keep pace with the rising cost of living as of July 2018. Indexing the CCB for
the 2018-19 benefit year will provide an additional $5.6 billion in support to Canadian
families over the 2018—19 to 2022-23 period. As an example of the benefit of this proposed
change, for the 201920 benefit year, for a single parent with $35,000 of income and two
children (one under the age of 6 and one aged 6 to 17), the accelerated indexation of the
CCB will contribute $560 more towards the increasing costs of raising his or her children
(Department of Finance, 2017207).
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Social assistance geared towards returning to employment

75. Important changes in the area of social assistance policies have been introduced over
the past decade mainly to facilitate or enable returns to work of social assistance recipients.
To this aim, most provinces have introduced training activities for social assistance recipients
in an effort to improve their skills and employment potential. Several provinces and territories
also offer ancillary supports, such as child care, community start-up, and transportation
allowances, in combination with employment assistance, in order to facilitate social
assistance recipients’ participation in the labour market (Government of Canada, 2016p217)
(OECD, 2015227).

76. Moreover, in an effort to further lessen the financial impact of the transition from
social assistance to employment, several provinces and territories have extended coverage of
supplementary health benefits including prescription drugs for a specified period of time after
exiting social assistance. Some jurisdictions have also introduced earned income
supplements. The purpose of these supplements is to increase the financial benefit associated
with employment for persons with low wages. Similarly, recent reforms to asset and earnings
exemption levels in some jurisdictions have allowed social assistance recipients to
accumulate certain types of assets.

77. Pointing to the same direction, the federal tax system was reformed with the
introduction in 2007 of Working Income Tax Benefit, providing a refundable tax credit to
lower the welfare wall and to make work pay for low- and modest-income families.

78. For 2019 and subsequent taxation years, the government has proposed to introduce
the Canada Workers Benefit (CWB), an enhanced version of the Working Income Tax
Benefit (WITB). Compared to the WITB, the CWB will increase both the maximum benefits
received, as well as the income level at which the benefit is phased out completely. As a
result, a low-income worker earning $15,000 would receive up to almost $500 more from the
CWB in 2019 than in 2018. The new scheme is expected to encourage more people to join
the workforce and to raising roughly 70,000 Canadians out of poverty, while also benefiting
households in the middle class. This reform implies an increase in expenditure: in 2017 the
federal government spent 0.05% of GDP on the WITB, and spending on the CWB will
increase to around 0.09% of GDP in 2019.

79. These reforms are particularly useful in reaching people furthest from the labour
market for social, health or health reasons or because of their lack of readiness to return to
work. However, low-income families do not always have a financial interest in both parents
or a lone parent participating in the labour market. The excessive level of effective taxation
of income generated by a shift from social assistance to employment may indeed be an
obstacle to employment. Canada’s effective tax rates when parents move from social
assistance to low paid employment that are far above the OECD average for couple families
with two children, but much lower than the average for single parents (Figure A 1).

3 In addition, the Child Disability Benefit granted to help low and middle-income families with a
severely disabled child.

# The National Child Benefit (NCB) was a joint initiative of Canada’s federal, provincial and territorial
governments, which included a First Nations component. The National Child Benefit aimed to prevent and
reduce the depth of child poverty in Canada, promote labour market attachment by ensuring that families
will always be better off as a result of working, and reduce overlap and duplication by harmonizing program
objectives and benefits across jurisdictions. The NCB Supplement (to the CCTB) was the federal
government’s contribution to the NCB initiative.
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Figure A 1. Average Effective Tax Rates for a transition into full-time work, 2015

For persons without entitlement to unemployment insurance but entitled to social assistance
Panel A: Couple family with two children
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Note: The effective tax rate for individuals is the average rate at which their earned income is taxed. The estimates
here relate to the situation of a person who is not entitled to unemployment benefits (e.g. because entitlements
have expired). Instead, social assistance and other means-tested benefits are assumed to be available subject to
relevant income conditions. Where receipt of such assistance is subject to activity tests (such as active job-search
or being "available" for work), these requirements are assumed to be met in the out of work situation. Cash housing
benefits are calculated assuming private market rent, plus other charges, amounting to 20% of the full-time wage
for all family types. The percentage of AW relates to the earnings from full-time employment of the individual
moving into work. For married couples, the percentage of AW relates to one spouse only; the second spouse is
assumed to be inactive with no earnings in a one-earner couple and to have full-time earnings equal to 67% of
AW in a two-earner couple. Calculations for families with children assume two children aged 4 and 6.

Source: OECD Tax & Benefit model, http://www.oecd.org/els/soc/benefits-and-wages.htm.
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Support to facilitate work-life balance

80. Ensuring that parents, especially women, are able to reconcile work and family life
is one of the measures that will help to reduce family and child poverty. Two types of
measures go in this direction: leave from work for parents when a child is born; and child-
care services before and after school age.

Leave policies

81. In Canada, working parents are granted a right to employment-protected leave around
the time of childbirth or adoption, and (in provinces and territories other than Quebec) the
federal government is responsible for legislating and providing financial benefits to support
parents in taking leave at this time. In Canada outside of Quebec, Employment Insurance
provides up to 15 weeks of maternity benefits for mothers and up to an additional 35 weeks
or 61 weeks (explained below) of parental benefits for either parent (or split between them)
since the extension of rights that was introduced in 2009. To qualify, parents have to have
accumulated 600 or more hours of paid employment, and for this reason, many young
mothers without permanent work are ineligible. Self-employed persons are eligible for
benefits only if they opt into the program and pay premiums for at least one year prior to
claiming benefits.

82. Eligible parents receive 55% of their previous weekly earnings up to about $50,000
(adjusted annually) which provides a maximum weekly payment of about $525 per week,
and a small proportion of low-income mothers is eligible for 80% of their previous weekly
earnings. In this situation, the period around childbirth can be associated with a drop of
household earnings and increased risk of having disposable income falling below the poverty
line, as it is particularly the case for single earner families with low to average earnings
(Figure A 2).

83. Most recently, the Canadian government announced new Employment Insurance
Special Benefits provisions to provide caregivers with more choice (Government of Canada,
2017p237). Since 3 December 2017, caregivers have access to a benefit of up to 15 weeks, and
parents will be able to choose between 35 and 61 weeks of parental leave. The maximum
weekly benefit is $543 per week or $326 per week for those taking 61 weeks of parental
leave. Hours required to qualify for benefits remains at 600h in the past 12 months. Mothers
will also be able to start maternity benefits up to 12 weeks before the birth of their child but
the total weeks of maternity leave is still 15 weeks.

84. Parental leave insurance benefit can be received by parents returning to work, up to
a certain limit. Until August 11, 2018, a “Working While on Claim” pilot project is in place
which changes the way the weekly EI parental benefits is treated for parents returning to
(part-time) work. Under this pilot project, once the parent has served the waiting period,
he/she is able to keep 50 percents of the EI benefits for every dollar earned, up to 90% of the
weekly insurable earnings that is used to calculate the EI benefit amount. Any money earned
above this threshold is then deducted dollar for dollar from the parental benefit. An additional
five weeks (or eight weeks at a lower pay rate) of non-transferable leave for second parents
(usually fathers, but also available to adoptive and same-sex couples) has also been
introduced by the federal government in 2018.
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85. This reform therefore introduces a certain flexibility regarding when a mother can
start maternity leave, and by proposing new options for parental leave. In the face of
uncertainty about the availability of affordable child care, some parents may prefer the option
of a longer and lower paid leave to guard against the risk of not finding a child care option in
a sufficiently short period of time. However, the reduced level of income support and the
prolonged period out of work may weaken labour force attachment, and can exacerbate the
risk of poverty that already weighs on low-income families, especially single-parent families
(Figure A 2).

86. In addition, the decision to take a parental leave and its duration must be taken at the
beginning of the period, which implies that parents must anticipate with as much certainty as
possible the type of care they will have at the end of the leave. In order to make the most
informed decision possible, it is necessary for parents to have the most complete information
possible on the childcare pathway before even taking a leave of absence.

87. Greater responsiveness could be achieved by allowing more flexible use of leave
entitlements. For instance, some parents may have access to part-time childcare, for which a
part-time leave could be a better solution for their constraints.

Figure A 2. Equivalised income across child life-cycle, 2014

Equivalised disposable household income as a proportion of the median equivalised disposable household
income, by family type.

Single parent - two children - 50% AW - — — = Single-earner couple - two children - 50% AW + 0% AW
------- Single parent - two children - 100% AW Median disposable income

% of median disposable
income

100
90 r
80
70 F7N
60 F \ 1 e S S T Tt ecc e e

o [N e ——
20 _---\/-_' --------------------------------- T

30
20
10 F

O TN AT AT AT oo AT
NP D@ N VP Daf X0 0H ©h A0 Db B0 DD W W g® B ed W6 0B 0D N D
Age of youngest child (years)

Note: Calculations take into account the taxes and social security contributions due on earnings and benefits.
Birth-related leave payments, social assistance benefits, family benefits, housing benefits and in-work benefits
are also included in the calculations. Parents are assumed to take all available maternity and paternity leave
(including unpaid maternity and paternity leave) in one spell and at the earliest possible opportunity, regardless
of the payment level. This may result in mothers starting maternity leave during late pregnancy (before birth).
The figure reflects rules applying in 2014 and therefore foes not reflect the 2017 child benefit reform.

Source: OECD  Family  Support  Calculator based on Tax &  Benefit models,
http://www.oecd.org/fr/els/soc/oecdfamilydatabasethefamilysupportcalculator.htm.
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88. Since 2013, parents needing to be absent from work to provide care or support to a
critically ill or injured child can also claim for EI special benefits for Parents of Critically Ill
Children (PCIC) for up to a maximum of 35 weeks, which is below the 37,5 weeks granted
on average across the OECD.

Childcare policies

89. Childcare is an important area of State intervention in Canada, for which Federal,
Provincial and Territorial authorities share responsibilities. At federal level and in some
provinces, a greater emphasis has been put on the expansion of childcare services since the
mid-1990s to accompany the rapid increase in mothers’ labour force participation as well as
to enhance the development of disadvantaged children and tackle poverty (Lefebvre and
Merrigan, 20039)).

90. Childcare policies vary greatly across provinces that have different ways to lead the
development of early childhood services (Box A 2). Services for children are provided
through full-day ECEC centres (including kindergartens), part-day preschools, home/family
childcare, school-age and family resources programs of which the mix varies across
provinces and is determined at the local level based on a planning process taking into account
community needs and priorities. Services that seamlessly provide “care” and “learning” for
children are also offered across Canada, with parenting support resources integrated into
service provision.

91. Because the fragmented nature of childcare policies, there are no recent statistics
available on the investment effort made in Canada to develop childcare and education
services at country level. There is evidence, however, that the budget devoted to the
development of this sector varies greatly across Provinces and Territories from 1.1% of
provincial budget for instance in Northwest Territories to 4.3% in Québec (Abkari and
MacCuaig, 2018[24]).

92. Service coverage also varies across provinces (Sinha, 2014ps)). In 2012, nearly half
(46%) of the children (1-5 years of age) of mothers who were employed or were full-time
students used regulated care, and only 12% used paid care by a non-relative (informal care)
(Cleveland, 2015p)). Childcare was more often used for children aged 1 to 4 (54% of parents
use formal care) than for children above age 4 (39%). Cross-regional variations are also large:
rates of childcare were highest in Quebec (58%) and lowest in Manitoba (34%), Alberta
(40%) and Ontario (43%). Moreover, 60% of parents used their main childcare arrangement
on a full-time basis, meaning at least 30 hours a week.

93. The fragmentation of the information system also makes it impossible to describe
precisely the differences in access to childcare according to families' standard of living or
other social characteristics. Nevertheless, the available evidence suggests that the
participation in preschools is low in international comparison. Only 56.7% of 3-to-5 year-
olds participate, compared with the OECD average of 84%.

94. The net cost of childcare is among the highest in the OECD (Figure 12). Efforts to
increase the supply and improve the affordability of childcare are a longstanding policy
priority, but have had mixed results since regulated services are often unaffordable
(MacDonald and Friendly, 2016); long wait lists and hefty surcharges keep many children
out (MacDonald and Friendly, 2016), and the gender employment gap is higher in provinces
with the highest cost of median child care (Moyser, 201712)).
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Box A 2. Childcare policies in Canada

In Canada, education and childcare policies fall primarily within the jurisdiction of provinces.
Some jurisdictions have opted to expand access to early childhood programs through their
education systems (Akbari and McCuaig, 2014,7;) (Abkari and MacCuaig, 2018247). Seven
out of the 13 provinces and territories now offer full-day kindergarten for 5-year-olds. Ontario
and the Northwest Territories are extending full-day programming for 4-year-olds, and
Saskatchewan, Manitoba and Alberta have expanded access to 3- and 4-yearsolds in at-risk
circumstances. Education departments have also become more proactive in preparing pre-
schoolers for kindergarten.

Education departments have increased their involvement in the development of programs for
young children, but in provinces other than Quebec they are often reluctant to operate
programs beyond regularly scheduled school hours. Regional school boards have responded
to the needs of working parents by providing extended hour programming. In addition to
Quebec, some school boards in the Northwest Territories, Alberta and Ontario provide before-
and after-school programs. In Ontario, where four school boards have opted to directly
provide out-of-school care, access has quadrupled, fees have decreased and early childhood
educators are enjoying the benefits of public sector employment (Akbari and McCuaig,
2014277). Quebec and Prince Edward Island managed the introduction of full-day kindergarten
with a comprehensive transition plan that refocused childcare operators to provide services
for younger aged children.

There is also a long history of federal involvement both through transfers to individuals and
to provincial and territorial governments. For instance, as the federal increased payment under
the NCB supplement, the provinces and territories agreed to ‘reinvest’ the amount saved in
other programs and services for low-income families with children, such as early learning and
child care services, supplementary health care, income-tested child benefits and earnings
supplements. As a consequence, the Early Childhood Development Initiative (ECDI) adopted
in 2000 and was accompanied with CAD 500 million annually for programs to promote infant
and maternal health, improve parenting and community supports and strengthen early learning
and child care. The agreement was significant as it took a holistic view of early childhood as
a process that begins in utero and continues to formal schooling. Most provinces focused their
efforts on information and parenting resources, while scant amounts were targeted to early
learning and care programs.

Building on this first commitment, the 2003 Multilateral Framework Agreement on Early
Learning and Child Care (MFA) provided $250 million annually exclusively for programs for
preschool-aged children. Provinces and territories were to meet broad principles in their
spending and agreed to enhance accessibility, quality, inclusion and parental choice. Unlike
past agreements for child care, funding was not targeted to low-income families, and the
concept of accountability was introduced. Both the ECDI and MFA had specific requirements
for each jurisdiction to issue annual reports on their progress. After these first initiatives,
federal investments in childcare area have been sustained but with back and forth>.

Most recently (in June 2017), the Federal, Provincial and Territorial governments adopted to
renewed “Multilateral Early Learning and Child Care Framework” setting a foundation for
governments to work toward a shared long term vision where “all children can experience the
enriching environment of quality early learning and child care that supports children’s
development to reach their full potential”. This Framework sets the foundation for
collaboration and additional federal investments in provincial and territorial early learning
and childcare systems. Governments recognize that each jurisdiction has the responsibility to
develop systems that best respond to the needs and priorities of their communities. The
implementation of this framework is supported by federal government investments announced
in Budgets 2016 and 2017 totalling $7.5 billion over 11 years to support and create more high-
quality, affordable child care across the country.
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Housing prices and policies

95. Canadian house prices have more than doubled in real terms since 2000, outpacing
incomes and rents (OECD, 2018s)). House prices have increased more strongly than rents,
so that house prices relative to rents have risen sharply (Figure A 3). Increases in house prices
slowed down around the period of the financial crisis, but then price inflation went back to
its pre-crisis level. Overall, house prices in household income increased sharply, and after
falling around 2008, the house price to rent ratio returned to rising sharply. Recently, house
prices declined in energy-producing regions, continued to rise strongly in Vancouver and
Toronto, and have risen modestly elsewhere. In this context, the purchase of real estate often
becomes unaffordable for low-income families who, as it will be seen in the next section, are
increasingly likely to rent their homes.

Figure A 3. House prices are historically high relative to rents

Evolution of house prices and rents, Indexes 2010=100
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Note: Nominal house prices deflated using the private consumption deflator from the national account statistics.
The standardised price-rent and price-income ratios show the current price-rent and price-income ratios relative
to their respective long-term averages. The long-term average, which is used as a reference value. Price to income
ratio ris calculated as nominal house prices divided by nominal disposable income per head.

Source: OECD House Price Indicators.

3 For instance, a national initiative was announced in 2005 to support the development of early learning
and childcare across the country. As a condition of $5-billion in funding over 5 years announced with
this initiative, provinces signed bi-lateral agreements-in-principle committing to develop detailed
action plans that identified their spending priorities for early learning and childcare. However, in
March 2007, the $5-billion commitment disappeared. Instead, $250 million a year was earmarked for
a Community Child Care Investment Program and transferred to provincial and territorial
governments. A 25 percent tax credit was made available to businesses to create licensed child care
spaces in the workplace. Following this, a Child Care Spaces Initiative (CCSI) was developed in 2007
to provide an incentive to employers to create workplace childcare. However, by bypassing
provincial/territorial governments, it undermined their newly-found role in early childhood service
development and the initiative has been discontinued.
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96. Persistently low mortgage interest rates have offset the associated pressures on the
affordability of housing (Box A 3), and partly for this reason the median housing cost born
by home owners (17%) is lower than those born by households renting their dwelling (25%)
(Figure A 4, Panel A). However, housing cost burden is considerably higher for the poorest
households: half of tenants in the bottom quintile of the income distribution spend more than
38% of their disposable income on housing; housing cost burden is higher for low-income
owners, with half of them spending more than 42% of their disposable income on housing.
Also, slightly more than 43% of low-income tenants spend more than 40% of disposable
income on housing, and the proportion creeps up to 48% for home owners.
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Figure A 4. Housing cost burden is considerably higher for the poorest households, 2011

Panel A: Median mortgage burden (principal repayment and interest payments) or rent burden (private market
and subsidized rent) as a share of disposable income, in percent of disposable income.
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Box A 3. Housing Policies in Canada

In 2016, an OECD questionnaire on Social and Affordable Housing was sent to countries
to identify key objectives of housing policies, challenges and key features housing
programs. Canadian authorities identified the following four key objective: (1) help
Canadians in need access affordable (set as the most important); (2) help Aboriginal
Canadians to improve their living conditions with sound and suitable housing; (3) provide
mortgage loan insurance products and tools to Canadians and contribute to the stability of
the housing; and (4) ensure an adequate supply of funds for mortgage lending through
mortgage securitization while considering the competitiveness, efficient functioning and
stability of the housing finance system market (Salvi del Pero et al., 201623)).

The main obstacles and challenges reported in the same questionnaire were: the growing
house prices, particularly in urban areas; the limited supply of affordable rental housing;
the difficulties in meeting on-reserve housing needs; and the absence of a well-functioning
housing market in many small northern communities. In 2016, slightly less than 13% of
households are in “core housing need”, i.e. living in a dwelling that is considered
unsuitable, inadequate or unaffordable and whose income levels are such that they could
not afford alternative suitable and adequate housing in their community (Statistics Canada,
20171297)-

A series of macro-prudential measures adopted since 2008 have sought to lower housing-
market risks, including tightening loan-to-value caps, with a debt-servicing “stress test”
against a standardised rate. In November 2017, the Federal Government launched the
development of a National Housing Strategy (NHS) (Government of Canada, 2017307) in
view of improving housing in Canada and will focus on addressing the needs of the most
vulnerable populations living in inadequate housing. The National Housing Strategy will
make a number of significant investments in new homes built, renovations of existing
housing stock through a CAD 15.9 billion National Housing Co-Investment fund (CAD
4.7 billion in contributions and the remainder in low-interest loans) and improving housing
affordability by providing federal lands to community and affordable housing providers
and CAD 4.3 billion in support to provinces and territories (who administer 80% of
community housing in Canada) to maintain and build new units of community housing
through the Canada Community Housing Initiative (ibid). A housing benefit is also
envisaged to be launched in 2020 (ibid). The implementation of the strategy, which will
involve an expected federal investment of CAD 40 Billion over 10 years, will be led by the
Canada Mortgage and Housing Corporation (CMHC). A crown-corporation, CMHC’s
provides mortgage loan insurance products and leads federal affordable housing
investments which together contribute to the stability of the housing market and the
financial system in Canada. The implementation of a new mortgage rate stress test (Canada
Mortgage and Housing Corporation, 20173:7) may make it harder for some low-income
home buyers to purchase a home (OECD, 2018s;). Close coordination between federal and
provincial authorities is critical, however: provincially regulated financial institutions
should be encouraged to adhere to federal mortgage underwriting standards and monitoring
of systemic risks I relations with securities markets and pricially regulated institutions is
needed (OECD, 2018s;)

As in many other OECD countries, home owners in Canada enjoy subsidies through a
favourable tax relief to support access to home ownership: the Home Buyers' Plan (HBP)
assists first time home buyers with saving accounts by allowing them to withdraw up to
CAD?25, 000 from a Registered Retirement Savings Plan (RRSP) to purchase or build a
home. Amounts withdrawn as part of the Home Buyers Plan must be repaid within a 15-
year period. In addition, the First-Time Home Buyers' Tax Credit is a non-refundable
federal tax credit, which provides up to CAD 750 granted as a one-off payment to first-
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time home buyers. Home-owners can also benefit from a tax rebate (the GST/HST New
Housing rebate) which is offered for existing homes to cover renovation costs.

Low-income tenants also receive financial assistance at regional level but rent supplement
and housing allowance programmes vary across Provinces and Territories.

Social housing programmes also provide subsidized housing that is usually targeted to low-
to moderate-income households who would otherwise be unable to afford suitable and
adequate housing. It is typically owned by governments, non-profit groups or co-
operatives. However, social housing has not expanded significantly since the early 1990s,
and much of the stock is ageing and needs repair and and maintenance. Social rental
dwellings represents less than 5% of housing stock in Canada while it is for instance more
than one third in the Netherlands (OECD, 2018;s)).

Children and family services

97. The provision of recreational, sports and social infrastructure is important for children
to be able to thrive and develop physically and socially. However, this offer is very uneven
depending on the environment in which children live. Responsibilities in this area are shared
between the federal and provincial governments, with other players also involved in the field.
For instance, recreation and social services are in the jurisdiction of provinces, but the federal
government provides guidelines, recommendations, funding allocations, and programs that
relate to leisure. The federal government also establishes formal mechanisms for cooperation
between the federal and provincial jurisdiction in matters relating to sport, fitness, and
recreation.

98. The lack of integration across jurisdictions, and the lack of clarity about which
departments are responsible for the intersection of children, disabilities, and leisure are
factors restraining access to leisure activities by disable children (Shikako-Thomas and Law,
2015327). While all provinces have specific disability-related policies, very few have leisure-
specific items within their disability policies or, when leisure-specific policies are available,
there are few specific mechanisms related to children.

99. Nutritional and pro-health behaviours are also an area of joined effort to promote best
practices. For instance in 2014, Health Canada, the Canadian Paediatric Society, Dietitians
of Canada and the Breastfeeding Committee for Canada published a Joint Statement for the
Nutrition for healthy term infants, with recommendations for feeding older infants and young
children. This statement provides health care professionals with evidence-informed advice
for communicating accurate and consistent information to Canadian parents and caregivers.

100. Health Canada and the Public Health Agency of Canada also provide The Eat Well
and Be Active Educational Toolkit, which is designed to help persons who teach groups of
children and adults about healthy eating and physical activity, and encourage individuals to
take action to maintain and improve their health.
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101. Most family services that are related to issues such as domestic violence, child
protection, parenting supports, and case management are delivered by sub-national
governments and through non-governmental agencies. The federal government provides a
patchwork of targeted supports through grants and contributions programs for initiatives such
as support for veterans’ families, supports for the families of convicted federal offenders
incarcerated in federal prisons, and supports for new immigrants and refugee families. Family
services for Indigenous Canadians is complex as the federal government provides funding to
provinces, territories and Indigenous child welfare agencies for the implementation of
programs including family services for Indigenous people living on reserve; provincial and
territorial governments are responsible for funding for all other people including Indigenous
people living off reserve (Sinha and Kozlowski, 201333)).
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Annex B. Changes in children’s living standards between 2007 and 2014

102.  This section presents the detailed results of the analysis of changes in children's living
standards between 2007 and 2014. This analysis is based on a decomposition of the factors
that contributed to this evolution, the methodological details of which are included at the end
of this document.

103.  This decomposition makes it possible to identify the contribution of changes in
household characteristics and changes in status with respect to parental employment to
changes in the children's standard of living. However, part of the change in this standard of
living is not explained by such changes in characteristics; part of this "unexplained" part
reflects a change in the relationship between household characteristics and the place of
children in the income distribution. In other words, it reflects a change in the effect of family
characteristics on children's standard of living.

104. In addition, this decomposition is carried out by quantile of income on the whole
income distribution, which makes it possible to examine the differences in evolution between
so-called income poor (bottom 25%) and non-poor children (those who above the median
income) on the one hand, and according to the intensity of poverty on the other hand. For
instance, trends for the bottom 25% of income distribution of children show how the standard
of living has improved or gotten worse for children who are conventionally considered as
poor in relative terms with a poverty line set at 50% of the median income. This evolution
can be compared to those of lower percentiles (i.e. children in severe poverty) as well as to
those affecting the non-poor (i.e. those with an income above the 25" income percentile).
The results reported in the main document correspond to the evolution of the income of the
25™ percentile of children.

105. Before presenting these results, it is useful to note that children’s living standard is
difficult to capture for the reason that the statistics on income are provided at the household
level with no information on how resources and expenses are actually shared across family
members. However, the distribution of children across levels of households “equivalised”
income can be used to approximate the differences in children’s living standard. In this
perspective, income quantiles are defined as values of household income which divides the
frequency distribution into equal groups, each containing the same fraction of the total
population of children.
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Children in two parent families

In Figure B.1. Changes in living standard of children in two parent families — Canada (2007-
2014)

106.  Panel A, the round marker shows that children in couple families at all points of the
income distribution saw a relative increase in both market and disposable income. For market
income, the increase was 1-2% for children - slightly lower for the 10" percentile than the
5% rise experienced by the “bottom” 75th percentile of the child population. There are slight
variations in the magnitude of the increase of disposable income across the income
distribution: for instance, all poor children taken as a whole (i.e. the bottom 25 percentile)
experienced a 6.3% increase of disposable income, while it increased by only 3.8% for the
10% poorest children, and increased by almost twice this level (+7.2%) for the 75™ percentile.

107.  This rise in living standards is explained by a number of factors:

o Therise in educational attainment of parents is the main factor raising earned income
in poor families: the share fathers and mothers in poor two parent families with
tertiary education, for instance, grew from 48 to 60%.

e However, a significant share of the increased income (4.6% for poor children) is not
explained by any the observed changes in household characteristics, but instead it
reflects the influence of unobserved characteristics and the increased “returns” of
some observed characteristics. These latter changes are shown in Figure B.1.
Changes in living standard of children in two parent families — Canada (2007-2014)

e Panel B in which the most remarkable feature is the sharp increase (+30%) in the
returns to employment of fathers in poor families. To some extent, this rise may
reflect the gains in labour productivity (OECD, 2016347), but it may also reflect
partly the sharp drop in the effective tax rate faced by one-earner low paid families
shown in Figure A 1.

108. By contrast, several factors are associated with a decrease in income:

e The proportion of children in two-parent families who rent their homes increased
sharply from 36% to 50% between 2007 and 2014; and this change is associated, all
other things being equal, with a relative decrease in income. This association
illustrates the fact that households with lower incomes tend to rent their dwellings
rather than buy them, the drop in income leading to an increase in the proportion of
renters. In addition, Figure B.1. Changes in living standard of children in two parent
families — Canada (2007-2014)

e  Panel B suggests that the standard of living of home-owners relative to tenants has
increased by 23% over the same period of time, which denotes a relative
impoverishment of renters and is consistent with the rise in house prices relative to
rents that has occurred since 2007 in Canada. Therefore, it appears that rising house
prices are pushing more and more poor families (and among them the poorest) to
rent their homes and that the propensity to buy one’s home becomes more and more
dependent on the level of household income. The income gap (before housing costs)
between poor families who own and those who do not then becomes larger.

e Changes in parental employment (such as job loss or reduced earnings) in poor two-
parent families also tends to push the standard of living down. First, the drop in the
number of poor children with a working father: 26% of children in the first quartile
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of families with two parents had a father out of employment in 2014, compared to
18% in 2007. In addition, 53% of poor children have a father employed full time full
year in 2014, compared to 66% in 2007.
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Figure B.1. Changes in living standard of children in two parent families — Canada (2007-2014)
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Note: Market income is the sum of: wages and salaries, net self-employment net income, interest and investment income, private
pension and registered retirement savings plan income, and includes alimony or support income received, and other income;
Disposable income is total income less: income tax, employment insurance contributions, public and private pension plan
contributions, union dues (incl. professional membership dues, and malpractice liability insurance premiums), child care expenses
incurred in order to hold a paid job, alimony or support payments paid, and public health insurance premiums. Household income
is equivalised using the square root scale and adjusted for price inflation. The term ‘standard of living’ refers to the equivalised
disposable income.

Family structure includes information on the number of children, age of children and parents, and possible presence of other
adults.

The red markers in Panel A show the total percentage change in the household income quantiles from 2007 to 2014 at different
point in the income distribution in two-parent families. This ‘net’ evolution is then decomposed in contributions of changes in
family and work characteristics, plus the ‘unexplained’, which all can be positive if the change was associated with a relative
increase in income, and negative if associated with a decrease in income, all other characteristics remaining the same.

Panel B shows how changes in the effect of each family characteristic have affected the equivalised market or disoposable income
for the 25" first percentile. A positive (negative) sign shows a gain (a loss) in income associated with the characteristic between
2007 and 2014. Only statistically significant changes are reported.

Source: OECD Estimates based on the 2007 Survey on Labour and Income Dynamics and the 2014 Canadian Income Survey.
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Children in single parent families

The situation of children in single parent families is different in that since 2007 they have
experienced a substantial loss of market income that is particularly sharp for families with
lowest income (Figure B.2. Changes in living standard of children in single parent families -

Canada (2007-2014)

109.  Panel A). This loss is primarily due to the decrease in parental employment rates,
since around 25% of children in income-poor single parent families had a parent working
full-time full-year in 2014, whereas this proportion was at 40% in 2007. This effect is strong
and outweighs the upward influence on earned income due to the improvement of
educational attainment of single parents (around a quarter of children lived with a parent
having a low level of education in 2007, and 19% in 2014).

110.  Income poor children are also increasingly likely to live with a single parent who
own the dwelling (+4% of poor children in single parent families), and this has been
associated with a gain in market income (Figure B.2. Changes in living standard of children
in single parent families - Canada (2007-2014)

111.  Panel A), but it does not seem to translate into a significant increase in disposable
income since there is no clear association between the evolution of disposable income and
the changes in dwelling statuses.

112.  The demographic profile of income poor children in single parent families is also
changing: the proportion of children in single-parent families with only one child is
increasing (31.6% in 2007, 36.3% in 2014). Income poor children in single parent families
are also getting younger: 64% of poor children in single parent families are under 12 years
of age in 2014 against 59% in 2007. In all, changes in family structure contribute slightly
to the rise in income earned by single parent families (+4% of disposable income for the
bottom 75™ percentile).

113.  Another striking feature is the contrast between market earnings and disposable
income trends. Thus, despite a sharp drop in market income, disposable income has
remained relatively stable for the 25" first percentile, and has increased for the other single
parent families. Increased social transfers to single-parent families likely explain much of
the trend gap between market and disposable incomes. The effect of transfers, however,
varies along the income distribution: they have barely allowed poorer (i.e., the 25th
percentile) single-parent families to maintain their standard of living, while that of better-
off single-parent families has increased. The latter thus seem more likely to benefit from
transfers that more than compensate for the relative loss of income from work, probably
because of the higher amounts they receive from the Working Income Tax Benefit.
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Figure B.2. Changes in living standard of children in single parent families - Canada (2007-
2014)

Market income Disposable income

Panel A: Contribution of changes in family and work characteristics
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Note: The chart shows the percentage change in the household income quantile of families with children, and
reflects the contribution of changes in family and work characteristics to the evolution of income. The income
is equivalised and corrected for price inflation. The red markers show total changes in respectively market and
disposable income for each quantile of income, and is positive (resp. negative) when the equivalised income of
a given quantile has increased (resp. decreased). This total change is then decomposed in different components
showing how variations in family and work characteristics have influenced the evolution of income percentiles.
Panel B decomposes the “unexplained” part of Panel A in different components reflecting the changes in
income “returns” of each characteristic for the 25" percentile. Only statistically significant changes are
reported.

Source: OECD Estimates based on the 2007 Survey on Labour and Income Dynamics and the 2014 Canadian
Income Survey.
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Methodology for the decomposition analysis of changes in children’s income

114.  The empirical analysis looks at factors explaining changes in children’s family
income within country across time from the mid-2000s to 2014. It involves an analytical
decomposition of the “contribution” of key socio-economic characteristics: such as family
structures and housing status, parental labour market situations relative to changes in child
poverty rates. It also looks at changes in families’ income that are not explained by changes
in family and work characteristics but may be due to changes in the association between
these characteristics and the place of children in the income distribution. These latter
changes may reflect the evolution of the institutional contexts where children live and grow
up. In simple terms, the decomposition helps to measure the portion of changes in child
poverty due to changes in the characteristics of child population and those due to changes
in the association between these characteristics and poverty rates.

115.  The decomposition is carried out for market incomes before taxes and transfers
(they correspond to labour income in their vast majority, capital income being generally
low for poor households), and for disposable income after social transfers. By comparing
the changes in income before and after taxes and transfers, one can infer what role transfers
have played in responding to changes in labour income and how this role has varied across
the income distribution. It should be noted, however, that the market and disposable income
distributions are considered separately, so that children in the 25th percentile of the market
income distribution are not exactly the same as those in the 25th percentile based on
disposable income. The decomposition is carried out for different quantiles of the income
distribution, so that the factors influencing child poverty can be compared across the
income distribution.

116.  Recentered Influence Function (RIF)-regressions are used to decompose the role of
differences in family characteristics and other labour market covariates and the differences
in the way these latter are values in the labour market and protected by the net transfers.
The approach is similar to an Oaxaca-Blinder decomposition, but the decomposition
applies here on distributional measures instead of focusing on means (Firpo, Fortin and
Lemieux, 2009, see Box B 1 for more technical details). These regressions are applied here
to model the income distribution below the poverty line, i.e. up to the 25" first quantile of
equivalised income of households with children, and above the poverty line for the 50" and
the 75™ percentiles.
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117.  For each country, changes in income are decomposed in two broad components to
disentangle the contribution of changes in children's family characteristics and the
“unexplained” part of the variation in child poverty that is not due to the identified changes
in population characteristics. This decomposition, in practice, is formulated from the
viewpoint of mid 2000s families and obtained by estimating the following equation:

Zgi = ago + Zgzlxikﬁgk + &g (1)

where g is an indicator of time, and Xj, is a vector of control variables, including
family demographics (age of parents, number of children, age of youngest child, education
attainment of parents, household type, marital status and immigration status of parents,
housing ownership), labour market statuses of parents, the intensity of work of parents
(number of hours worked) the quality of jobs (occupation and industry for countries where
this information is available). Zg; is a recentered influence function on the quantile of
interest of the distribution of disposable equivalised income. Following the standard
Oaxaca-Blinder decomposition, the estimated gap over time ﬁg = Z,— Z;_, can be
decomposed as:

A= RE + A= YK Xk — Xe—nidBex] +[(@ro — @pno) + Tkct Xk Bere — Beni)]  (2)

where the first term of equation 1 predict income quantiles that would apply if, for instance,
children were “transported” into families with mid-2000s characteristics , but retained the
2014 returns to those characteristics. The group differences in the predictors are weighted
by the coefficients of families’ characteristics in 2014 to determine the endowments effect,
the so called explained component. In other words, this latter measures the expected change
in 2013 income quantiles, if those families had mid-2000s predictor levels.

118. By contrast, the second term estimates the portion of the evolution of income that
is due to changes in the association between poverty and household characteristics applied
to 2014 predictor levels; and it measures the income difference resulting from variations in
the “returns” that family and work characteristics from one period to the other, differences
which are mainly due to changes in the distribution of market income and in the structure
of social transfers.

119.  Inall, this decomposition helps explain the factors that influence in the standard of
living children in relative poverty (or in other words which influence the ‘anchored’ child
poverty rate). An increase in the predicted income quantiles (ﬁg >0) (respectively a
decrease, with (Eg <0)) reflects a gain (resp. a decrease) in income at a given level of the
income distribution, which can be interpreted either as a rise (resp. a decrease) in the
standard of living or a decrease (resp. an increase) in anchored poverty.

120. Household (equivalised) income will increase or decrease, depending on the
less/more favourable present family characteristics (as captured in the first term of equation
2) and on the evolution of the association between these characteristics and the position of
children in household distribution. This second term of the equation will be positive if the
“returns” to household characteristics improved as a consequence of better returns in the
labour or capital market, or due to structural changes in transfers that overall make children
better-off. It will be negative if the change in the effect of households characteristics is such
that for children with same characteristics and same position in the income distribution,
their income decreased.
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Box B 1. Decomposing changes (or differences) with Recentered Influence
Function regressions

Decomposition analysis has become popular in labour economics especially with
Oaxaca-Blinder decomposition of the gap that exists between the mean wage or
income values of two group of population. The decomposition postulates linear
relations between the outcome and its observable determinants, so that with
conditional independent errors, the estimated gap can be decomposed in two parts:
i) a so called explained component, which captures the role of differences in
characteristics in explaining the gap in means; ii) and the unexplained part that is
reflected in the differences in the regression coefficients obtained for the two groups
of workers, and which relates to variations in how population’ characteristics are
rewarded or to the varying “income distribution” applying to different population
groups.

The decomposition holds here because the coefficients (B) of the regression (Y= X)
can be interpreted as the effect of the characteristic X on the conditional mean [E (Y
|X) = XP]; or the B can be interpreted as the effect of the change in the mean value
of X on the unconditional mean value of Y. In other words, the law of Iterated
expectations applies here, that is, E(Y) is simply a weighted average of averages, i.e.
of the the E(Y|X = Cj), where the weight pj is the probability that X takes on the
value of Cj.

This latter property does not hold, however, when applying decomposition methods
to distributional measures, such quantile regressions, which enables to examine the
difference in each percentile of the distribution of income (Firpo and al., 2011).
Regression coefficients then reflect the effect of characteristics on the conditional
quantile but cannot be read as the unconditional effects, in which case the
interpretation is limited (unless one estimates quantiles regressions for all quantiles).
It turns then that one needs to know the entire conditional distribution of the outcome
Y in each group g given X to compute the group-specific quantiles.

Estimating an entire conditional distribution function for each value of (Yg/X) is a
difficult problem, however. A way to overcome this issue is to construct
counterfactual distributions that integrate the conditional distribution of Y in a
certain group given X over the distribution of X in the other group. Different
approaches exist to estimate such counterfactual distributions but the simplest is to
replace the distribution of population characteristics of a certain group by the
distribution of X in the other group. This requires computing a reweighting factor
which can be estimated using a simple logit or probit model for the probability of
belonging to this latter group.

The decomposition for distributional measures then can be obtained by estimating
counterfactual proportions with a linear model (or probit/logit model) for being
below a given level of the dependent variable through counterfactual cumulative
distributions which then can be inverted back to quantiles (Firpo, Fortin and
Lemieux, 2009; 2011). The inverting function is then defined as Recentered
influence Function (RIF) for which the law of Iterated Expectations holds so that a
full Oaxaca-Blinder decomposition of the RIF for the quantile of interest can be
performed.
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Variables used for the analysis of material deprivation in Canada

121.  The Canadian Survey on Economic Well-Being (2013) provides information on the
incidence of goods or activities that are lacking at the national and provincial geographies,
at the household level in order to examine the basic economic needs and financial
circumstances of households in Canada. The target population for this survey consists of
all individuals in Canada, excluding residents of the Yukon, the Northwest Territories and
Nunavut and residents of institutions and persons living on Indian reserves. The questions
on material deprivation have been summarized as follows:

No. Variable name CSEW variable(s) Variable type  Description/definition
1 Clothing MD_14A Binary: 1= Households are considered deprived (coded as "1") on 'Clothing' if they answer 'No
Deprived; 0= (2)' to the question MD_Q14A ("Do [you/you and each member of your household]
Not deprived have at least two pairs of properly fitting footwear including a pair of suitable winter
footwear?")
2 Nutrition MD_12A; Binary: 1= Households are considered deprived (coded as "1") on 'Nutrition' if they answer 'No'
MD_13A Deprived; 0= to either question MD_12A ("Do [you/you and each member of your household] eat
Not deprived fresh fruits and vegetables at least once a day?") AND/OR MD_13A ("Do [you/you
and each member of your household] eat meat, chicken, fish or a vegetarian
equivalent
at least once a day?")
3 Dental care MD_09A Binary: 1= Households are considered deprived (coded as "1") on 'Dental care' if they answer
Deprived; 0= 'No (2)' to the question MD_Q14A ("Are [you/you and each member of your
Not deprived household] able to get regular dental care if needed?")
4 Leisure MD_16A Binary: 1= Households are considered deprived (coded as "1") on 'Leisure opportunities' if they
opportunities Deprived; 0= answer 'No (2)' to the question MD_Q16A ("Do [you/you and each member of your
Not deprived household] have a hobby or leisure activity?")
5 Internet access at MD_05A Binary: 1= Households are considered deprived (coded as "1") on 'Internet access at home' if
home Deprived; 0= they answer 'No (2)' to the question MD_QO5A ("Do [you/you and your household]
Not deprived have access to the Internet at home?")
6 Housing conditions ~ MD_06A,; Binary: 1 = Households are considered deprived (coded as "1") on 'Housing conditions' if they
MD_11A Deprived; 0= answer 'No (2)' to either question MD_QO6A ("Are [you/you and your household]
Not deprived able to keep your house or apartment at a comfortable temperature?") AND/OR

TACKLING CHILD POVERTY IN CANADA

MD_Q11A("ls your house or apartment free of unwanted pests, such as
cockroaches, mice or bedbugs?").
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