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A number of studies have also looked at the impacts of direct 
financial support to low-income families with children. One study 
offers insights into the effects of different program interactions 
that can help or hinder the objective of reducing poverty.

Employment, Business and Productivity

A significant development in examining 
the affordability of poverty is the 
increased attention to solutions on 
the part of businesses and economists 
concerned with productivity issues. 
Pierre Fortin, a former President of the 
Canadian Economics Association, 
looked specifically at how eliminating 
poverty can improve productivity.

The value of national child benefits (and of supporting parents)

The policy objectives of the National Child Benefit Supplement (NCBS) include 
both the reduction in the poverty rate of families with children in Canada and the 
decrease in the depth of poverty for these families. 

With the introduction of the NCBS, the national poverty rate for economic families with  
children fell 4.6% between 1996 and 1999. The drop in the poverty gap was even 
greater, falling by 8.7%. 

“While the National Child Benefit Supplement has been successful in achieving its 
objective of reducing child poverty, the impact of changes in other social programs 
such as social assistance and employment insurance has not been as positive. 
Indeed, these policy changes appear to have more than offset the impact of the 
NCBS on poverty. This may account for the limited decline in the poverty rate in  
the 1990s despite the strong economic growth in the latter part of the decade.”80

The Impact of the National Child Benefit Supplement on the Low Income Status of Canadian 
Families with Children: The SPSD/M Results (2002). Centre for Studies of Living Standards

He could have talked about the 
economic recovery, but the president 
and CEO of BMO Financial Group had 
another message to convey to Toronto’s 
business elite. “It’s time to invest in people.” 

 Downe (2009)81
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Eliminating poverty and improving productivity

Fortin identifies the most pressing task of addressing the productivity conundrum 
in Canada as one that requires fostering basic skills, reducing the high-school 
drop-out rate, and raising the profile of community colleges and CEGEPs (post 
secondary institutions in Quebec). This would bring the low-productivity segment  
of the workforce closer to the median.

“I build my defence of this recommendation on three pillars: recent empirical 
research on the sources of well-being, the impact of basic skills on growth, and  
the effect of global competition on our low-skilled workforce ….

“The view that well-being is linked to relative income, whereas the quality of 
the environment (and hence the long-term sustainability of economic systems) 
deteriorates with absolute income growth has stark implications for growth policy. 
As philosopher Joseph Heath has stressed, it means first that pushing on further 
growth in advanced countries is not such an urgent task. Second, it implies that 
the focus of growth policy should be on eradicating poverty from low-income 
countries, and on bringing poor people in advanced countries closer to the 
median income …

“Raising literacy and numeracy at the bottom of the skills distribution is more 
important to economic growth across countries than producing more highly-skilled 
graduates and more investment in physical capital.”82

From Productivity to Well-Being: Keep the Focus on Basic Skills (2005). Fortin

An important look at the implications for the business sector of  
improving the lives of individuals and communities is found in a  
new book by Heymann and Barrera. 

Companies and employees succeeding together

Heymann and Barrera look at how companies, countries and the lowest level 
employees are faring in the current economy. They note that the private sector has 
found itself in an increasingly vulnerable position due to its reliance on speculation 
rather than true increases in value.

The authors detail studies from around the world, including Canada, that 
document how companies and their employees, even those at the bottom of 
the ladder, can succeed together. They offer a blueprint for change that includes 
learning from workers who perform the majority of essential work at their firms. The 
investments that were found to work include:

+	 Providing incentives at the bottom of the ladder. Some companies provided 
financial incentives that resulted in higher productivity and lower turnover, higher 
annual sales, and higher profits than low-wage competitors. Asset-building, 
offering career tracks, and profit sharing also paid off.
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+	 Supporting the health of the lowest level employees. A range of company health 
improvement programs resulted in a 3% to 16% reduction in absenteeism and a 
return on investment for those companies of $2 to $6.40 for each dollar invested.

+	 Training employees at every level of the company. Free English as a second 
language programs helped increase the efficiency of production workers from 
different parts of the world, and in other cases, significantly reduced turnover 
rates compared to the industry average.

+	 Ensuring companies and communities profit together. Location advantage was 
gained by companies with good reputations for providing decent wages and 
advancement opportunities, where other companies who depended on low 
paid, precarious work faced opposition in many communities.

The companies presented in the book, while describing what employers can do, 
also highlighted where it is more appropriate and cost-effective for governments 
to take responsibility, with child care at the top of the list for countries like Canada 
and Australia, and health care for the United States.

Profit at the Bottom of the Ladder (2010). Heymann and Barrera

Several studies have emphasized the cost of economic  
barriers faced by particular populations such as immigrants, 
racialized minorities, Aboriginal people, lone parents, and 
people with disabilities. 

The Toronto Board of Trade, for example, published a report 
on the economic cost of the non-integration of immigrants, 
along with some potential solutions for ways forward. Recently 
immigrated men earned only 63% of the income of Canadian-
born men in 2005, while the rate for women was even lower, at 
56%, reflecting a significant downward trend since 1980. This is  
a costly trend given that Canada’s net labour force growth  
is highly dependent on immigration.
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The value of promoting social cohesion  

and economic inclusion 

“$3.42 to $4.97 billion 
The cost per year to the Canadian economy resulting from failure to recognize 
the qualifications and experience of immigrants .…

“$13 billion and 400,000 
The rise in personal income for Canadians and the number of additional 
people employed in the workforce if immigrants had the same likelihood of 
employment at the same average income as people born in Canada.

“Issues of social cohesion and economic inclusion are generally viewed 
from a social justice, rather than an economic, perspective. The reality is a 
strong business case exists for addressing these issues .… the Toronto region’s 
economy underperforms and experiences minimal productivity growth partly 
because foreign–trained professionals and other immigrants cannot put their 
skills to work. Toronto’s diversity can become a competitive advantage if we 
maximize the potential of the region’s citizens.

“Small investments can yield social and economic results …government 
working with the private sector can help to improve neglected 
neighbourhoods, while also building globally competitive industries whose 
expertise can be exported to other jurisdictions.” 83

Lifting All Boats: Promoting Social Cohesion and Economic Inclusion in  
the Toronto Region (2010). The Toronto Board of Trade

Aboriginal people represented 3.7% of the Canadian population in  
2006 and represent a very important proportion of the population 
in some parts of the country. The Aboriginal population is younger  
and increasing at a faster rate than among non-Aboriginals. 
Aboriginal people are making gains in education, but continuing  
rates of poverty that are much higher than Canadian averages 
are another costly trend that wise investments could help reverse.84
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The value of investing in Aboriginal people 

If, in 2026, the educational and labour market outcomes of the Aboriginal 
population in Canada would reach the non-Aboriginal level for 2001, then

+	 Annual output would be $36.5 billion higher (in 2006 dollars) compared to the 
status quo;

+	 Annual tax revenues would be $3.5 billion higher; and

+	 Government expenditure would be $14.2 billion lower.

The Effect of Increasing Aboriginal Educational Attainment on the Labour Force,  
Output and the Fiscal Balance (2009). Sharpe et al.

A short-term program for lone mothers with a lifetime impact

Women Moving Forward is a 10-month program that provides low-income, 
lone-mother families with support to define career path objectives and the 
developmental programs to attain them, including getting better jobs, going on  
to higher education, and being a better role model for their children. Since 2005,  
110 women have participated and:

+	 72% have successfully completed the program;

+	 99% report improved decision making;

+	 83% report increased financial knowledge; and

+	 65% no longer receive social assistance.

It takes time for investments to pay off and in this case the return grows larger  
over time:

 
 
 

Social Return On Investment (SROI) Case Study: Women Moving Forward (2011).  
Women Moving Forward

In the case of lone parents, poverty rates were improving prior to  
the most recent recession. They remain high, however, indicating 
there is a great deal of room for improvement. Because the 
situation of lone mothers can have long-term impacts on children,  
it is especially important that the focus of support for these families  
is not just short term. The example below shows how social return 
on investment for this population can build over time. 
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A novel example of a business response to a poverty-related 
need is provided by a pilot project in Ottawa started in 2007. 
The premise was that stabilizing finances might help stabilize 
mental health. People living with mental health issues identified 
barriers such as feeling unwelcome in banks and lacking the 
identification needed to open an account. As a result, they 
turned to costly cheque-cashing operations or to carrying cash. 
This made them vulnerable to impulse purchasing, loss and theft, 
making it difficult to meet needs and stick to treatment plans. 
The project and its results are highlighted below. 

Return on investment in people with mental health issues

Ottawa mental-health workers and the Toronto Dominion Bank collaborated in an 
effort to support people who have severe mental illnesses by setting them up with 
savings accounts, debit cards, direct deposits and lessons in money management. 
An independent review by Carleton University showed that: 

+	 three-quarters of these new clients had more control over their money; 

+	 more than two-thirds said their money lasts longer; and

+	 clients reported a 25% drop in borrowing money from friends and family.

Another 10 TD branches in the Ottawa area are now adopting a similar strategy.

Creating Change by Saving Change: A Participatory Evaluation of the Banking Accessibility 
Pilot Project. (2009). Whitmore

This section has provided some of the many examples of 
how much poverty is costing and investment strategies that 
demonstrate positive returns. The next section highlights the role 
of governance and public policy in getting the best returns on 
the largest scale. 





7. Governance and public policy 

8. Canadian policy in practice

Part three
DOLLARS and sense
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7governance and public policy

Earlier chapters in this report stress the importance of better 
understanding the interdependencies of social and economic 
spheres. In every country, 
governance—political processes, 
government institutions and public 
policy—plays an essential role in 
supporting economic and social 
structures to achieve healthy 
outcomes in both. 

One of the most basic examples is 
that of roads and bridges built by 
governments with public revenues 
that are used by private businesses 
to transport the goods they make. At the same time as they 
support the market economy, the roads also enable families 
and friends to stay connected. The tax system is another good 
example, as it is increasingly used as a vehicle for a wide array 
of subsidies and supports for businesses and people.

Governance also matters when major social or economic problems  
arise, and the bigger the problem, the bigger the role government  
often must play. Governance plays a crucial role in helping 
individuals and families through recessionary times. During  
the global financial crisis in late 2008, governments also took the 
unprecedented action to aid financial institutions. 

Governance varies among countries. Although costly problems 
from obesity to mental illness to violence tend to increase as 
inequality increases, the patterns among countries are not 
all alike. While variations may have roots in history or culture, 
governance and public policy frameworks are often the key to 
differences in patterns of poverty and inequality. Governments 
have choices. Where, when and how governments decide 
to act is highly important. Norway and the United States, for 

Having a strong economy, effective 
governance and vibrant culture is not 
well-being in itself, but these factors 
do—typically—provide an enabling 
environment in which human well-being  
will improve.

Hall et al. (2010)85
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example, have strong market economies and similar per 
capita GDP but their approaches to poverty, their public policy 
frameworks and their social outcomes are very different. In 
earlier decades, Japan had far greater inequality than the 
United States and now those positions are reversed. 

Change and improvement are possible and just like individuals, 
countries and governments vary in their capacities and 
challenges. Canada has a great deal of capacity when it 
comes to the potential to solve poverty. 

The research for this report indicates that Canada’s most 
important capacities include:

■	W ealth, and thus more options than many other countries; 

■	W ell-developed economic and social indicators, years of 
solid research, analysis and policy design capacity;

■	 Government poverty reduction strategies that mark a 
new approach to solutions at the provincial/territorial and 
municipal level;

■	 Public opinion that is largely supportive in key areas related 
to poverty solutions; and

■	 Policy experience and success, especially in reducing 
poverty among seniors. 

Canada’s main challenges include:

■	 Growing inequality—in income, in access to education 
and in other resources such as jobs with decent working 
conditions and pay;

■	 Myths, stereotypes and discrimination based on social 
conditions as well as race, gender and other factors;

■	 Lack of consistency and cohesion necessary for policies to 
work together most effectively; and

■	 An entrenched, stigmatizing welfare model as last resort 
income support.



The Dollars and Sense of Solving Poverty | NCW | 71 

Some factors, such as recessions and other human or natural 
disasters can have both positive and negative influences. They 
can be a wake-up call that more stability and preparedness are 
needed, and thus encourage the public and decision makers 
to support change. They can also dominate debates about 
current resources and create concern about future spending.

The importance of poverty reduction strategies and public 
opinion is more fully explained in the remainder of this 
chapter. Wellbeing indicators have been described in earlier 
chapters. The final points under capacities and challenges 
will be explored in the next chapter, where the different policy 
frameworks underlying social assistance and income support for 
seniors and children will be examined in greater depth. 

Government Poverty Reduction Strategies

The majority of Canadians now live in a jurisdiction with a 
provincial government poverty reduction strategy. Other 
provinces and territories are also moving in that direction. 
Many of the initiatives being brought forward are testing old 
assumptions and adopting new approaches.86 This experience 
of trying to “do things differently” provides an important learning 
environment and body of evidence that can contribute to 
better, more cost-effective investments in solving poverty. 

Provincial poverty reduction strategies are starting to shift 
their focus to investing for the longer term to achieve greater 
benefits. There are significant differences among the strategies 
in their scope, cohesion, political commitment and level of 
investment. In general, they are taking steps in the direction  
of a new governance model for poverty with greater clarity of 
objective, aiming not only to make living in poverty less harsh, 
but to reduce or eliminate poverty. Some have particular 
strengths, such as fostering greater coordination across different 
spending areas, consulting more widely, taking greater account 
of feedback from people affected by poverty, establishing 
strategies in legislation, and identifying statistical measures 
against which to assess progress and plan for the future. 
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The Government of 
Newfoundland and Labrador’s 
guiding principles illustrate 
the kind of comprehensive 
framework that is focused on 
investment and coordination  
for greater effectiveness. 

The Canadian Council on 
Social Development, as part of 
its Social Development Report 
Series, published a report in 2009  
on Poverty Reduction Policies and  
Programs, one for Canada  
and each of the provinces. These  
reviews offer a good overview 
of the policies and programs put  
in place by governments. These 
independent reports, along with 
government reports, provide a 
good foundation upon which to 
build a more fully realized cost/
benefit analysis. 

The basic principles and structure of these strategies are 
largely consistent with the National Council of Welfare’s four 
cornerstones for a workable national strategy for solving 
poverty, which in turn was based on international and 
Canadian experience. This approach is also being applied at  
the municipal level. All strategies involve an expanding range  
of government, business and community partners. 

In New Brunswick, during the final Forum of its innovative 
consultation, the government sat side by side with low-income 
representatives, business leaders and heads of other political 
parties to work out poverty reduction goals and plans. In a 
similarly collaborative mode, House of Commons and Senate 
committees have undertaken in-depth studies of poverty 
involving wide consultation and have reached important 
conclusions upon which there is broad agreement.

Newfoundland and Labrador’s 

Guiding Principles 

■	 Taking a long-term approach

■	 Focusing on prevention

■	 Building on partnerships

■	 Finding the right policy mix

■	 Demonstrating accountability 
and measuring progress

■	 Taking an integrated and 
coordinated approach

■	 Addressing rural and  
urban differences

■	 Consideration of gender

■	 Consideration of Aboriginal issues

Newfoundland and Labrador (2009)87
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Provinces and territories have primary responsibility for social 
assistance (a direct cost of poverty) and health care (which 
includes indirect costs of poverty). It is important, therefore, to 
note that some jurisdictions are increasing social assistance 
payments. Some are improving health benefits such as 
extending prescription drug and dental care to all low-income 
residents. The latter is one of the ways of removing disincentives 
to employment. In some cases, there is little or no price tag to 
improvements, as they are being achieved through simplified 
administration or better policy design. 

In line with the research presented in this report, these strategies 
are starting to see a return on their investment.88 For example, 
increasing benefit levels and easing some of the rules is enabling 
people needing only temporary help to more quickly and easily  
exit the social assistance system, take up jobs and free up resources 
for the smaller number of clients with more complex needs.89

As provincial and territorial poverty reduction strategies are 
implemented and more results become available, greater 
comparisons across jurisdictions and opportunities for sharing 
experience and for collaborating will be possible. Wider and  
longer-term pay-offs from initial investments can also be expected  
to show up. This, in turn, has the potential for accelerating success. 

Public Opinion

According to consistent polling research that has been conducted 
for more than three decades, Canadians’ views over time on 
key economic, social and governance matters have been quite 
stable. 90 The responses to some questions, in particular, indicate 
a strong public interest in, and willingness to, adopt more effective 
approaches to poverty. The survey in 2010 revealed that:

■	 83% of Canadians agree that the government should 
reduce the gap between rich and poor;

■	 78% think the federal government should spend more on 
child poverty;

■	 90% think Canada has better quality of life than the United 
States; and

■	 70% of Canadians think taxes are mostly a good thing 
because they contribute to a positive quality of life.
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While Canada has some challenges, it has great potential in 
public policy successes, in good ideas and in public values that 
can support an investment strategy to solve poverty and reduce 
its high human and economic costs. 
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8canadian policy in practice

There are three well-established programs designed to  
provide income support to Canadians with low income— 
the Guaranteed Income Supplement for seniors, the National 
Child Benefit Supplement and social assistance or welfare, that 
goes by different names in the 13 provinces and territories. A 
more recent addition for low-income, working-age adults is 
the Working Income Tax Benefit. We use these as examples of 
different approaches to poverty and look at them from the 
cost/benefit perspective of the research in this report. 

Social Assistance

Social assistance programs have been in place for several 
decades, following essentially the same model. With few 
exceptions, the 13 different social assistance regimes are 
characterized by: requirements to be nearly destitute to qualify; 
incomes that are far below poverty levels; and complex rules 
and restrictions that are highly intrusive and make it hard to 
get ahead. Social assistance also interacts with other federal 
and provincial tax measures and 
a range of services and subsidies, 
for example for prescription drugs 
and dental care, and child care or 
housing, all based on different rules. 

The National Council of Welfare has 
for years tracked welfare incomes 
and the rule changes affecting those 
income calculations for four different 
family types: a couple with two 
children, a lone parent with one child, a single person considered 
employable and a single person with a disability. Most regimes 
have separate programs and rules for people with disabilities and 

Last resort social assistance programs 
using the budget deficit method are 
by their nature intricate, rule-bound, 
complicated, hard to understand, and 
difficult to administer fairly. 

 Ontario Social Assistance Review  
Advisory Council (2010)91
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they may interact with disability benefits available through the 
Canada and Quebec Pension Plans and a variety of tax credits 
and other programs. 

Other information on the impact of rules and rates, if collected 
or available, is not readily accessible. A critical gap on the 
cost side is a lack of information on the administration and rule 
enforcement costs involved in running these systems. Given their 
complexity it is reasonable to assume they could be quite large. 

There is also a critical gap on the benefits side. Scant information 
is available on the net benefit of social assistance to the 
wellbeing of the people who receive income from this source. 
On one hand, there is little doubt that many people receiving 
social assistance are able to meet some needs that otherwise 
would have been impossible with no other source of income. 
On the other hand, the larger health and other social research 
evidence strongly suggests that incomes too low to meet 
basic needs, combined with stigma, lack of control and work 
disincentives, can increase stress, create new problems and 
make existing conditions worse. 

This model of income support, therefore, is likely to be costing 
us a great deal in administrative inefficiencies and in indirect 
poverty costs such as increasing need for medical care, food 
banks and a range of other services. 

There are thousands of stories of people on welfare who have 
tried to move forward in their lives, but fall into the welfare trap, 
blocked by the complex system of rules.92 Taking a part-time 
job to help make ends meet, for example, could push a family’s 
earnings up to the point of losing social housing which would be 
almost impossible to get again, due to very long waiting lists, if the 
job was lost. This loss of productivity is a societal cost of poverty. 

Some elements of welfare regimes might also be more effective 
than others, but again little evaluation is available. For example, in 
almost all provinces in the early 1980s, lone parents who received 
social assistance for the family’s basic needs were also able to 
access student loans to pay for post-secondary education. During 
periods of welfare cutbacks this practice was disallowed and only 
recently have some jurisdictions started to reconsider. Given the 
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important link between education and income, it would be useful 
to know how the lone parents who had easier access to higher 
education have fared. If they and their children have fared better 
over the long term, as research would suggest, this aspect of 
welfare worked more like part of an investment model rather than 
a model of continuous short-term spending. 

■	 Overall, the dominant social assistance model in Canada 
generates large indirect poverty costs, and would likely 
continue to do so even with higher benefit rates as long as 
the stigma, control and disincentive elements persist. Greater 
coordination with other policy and service areas could 
reduce inefficiencies and alleviate some of the time and 
income burden on recipients. On the whole, however, this 
is not a preventative model, nor one well-suited to fostering 
longer-term wellbeing. 

National Child Benefit Supplement

Low-income families receive this supplement as part of the 
Canada Child Tax Benefit (CCTB) that is available to the vast 
majority of Canadian families. The National Child Benefit 
Supplement (NCBS) works on a negative income tax basis, 
where the lower the income, the greater the benefit. It does not 
carry stigma and gives autonomy to parents to make decisions 
about the use of the income in the interests of their children. The 
amount of the payment is relatively generous and the benefits 
to the children will accrue over time as they are raised in 
improved living conditions. This provides a continuing return  
on investment beyond the childhood years. 

The CCTB/NCBS links well to some other programs, such as 
provincial and territorial child benefits, specific benefits for lone 
parents and a number of services. In order to stay above the 
poverty line, however, the family still requires significant earnings 
or earnings replacement such as Employment Insurance. This 
is especially challenging for lone parents earning low wages, 
parents who do not qualify for EI or only receive a small benefit 
level, and cases where disability affects parents or children and 
limits time available for employment. 
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The CCTB/NCBS, in its objective to support the labour force 
attachment of parents, is also dependent on the availability 
and affordability of quality child care, which varies greatly from 
place to place in Canada. Aside from Quebec, Canada does 
not compare well to most other OECD countries in terms of 
publicly-supported child care. 

The NCBS does have the advantage of providing stability and 
security to parents who may have to move on and off welfare 
as employment opportunities and family circumstances change. 
On the other hand, it has sometimes been described as taking 
children off welfare, but that is misleading. Children live in 
families and if parents must rely on welfare to make up the rest 
of the family’s income, all the welfare rules, income inadequacy 
and stigma will attach to the whole family.

■	 Compared to social assistance, the design of the NCBS 
for low-income families is based more on an investment 
model. It is more inclined to prevent a fall into poverty, to 
contribute to wellbeing and to reduce the indirect costs of 
poverty. Its effectiveness, however, is still dependent on the 
other income sources and supports available to parents. 
Complementary policies, such as support for child care, 
earners with low wages, and periods of maternity and job 
loss are needed. 

The child benefit story highlights the importance of having 
policies work together to support each other for greater 
effectiveness. The case of several policy areas that joined up to 
prevent poverty and improve wellbeing for lone-parent families 
provides a good example. 

At the time the NCBS was being established and amounts were 
being increased, new child support guidelines for separated 
and divorced parents were brought in across Canada, 
enforcement was improved, and the tax treatment of child 
support was changed. Previously, as the employment income 
of a custodial parent increased, an ever-higher percentage 
of child support would be taxed back, making it hard to get 
ahead. The end-of-year tax bill could make the difference 
between being above or below the poverty line, or between 
paying rent and being evicted. The new policies increase 
fairness and support to children, reward work effort, and line up 
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well with the CCTB/NCBS to help lone parents avoid poverty and 
the need to resort to social assistance. The significant reduction 
in poverty among lone-mother families in recent years owes a 
great deal to these policies, along with a strong economy.

Guaranteed Income Supplement for Seniors

The policy framework for low-income seniors offers the longest 
running Canadian example of an investment approach, policy 
coordination, and considerable success in achieving objectives. 
The concept of investment is understood here in its widest sense, 
reflecting the reality that we all invest time, effort and money 
in the things we value and the endeavours that improve our 
wellbeing. As earlier chapters have described, money is not the 
only measure of return on investment. The reduction of poverty 
among seniors has brought with it many benefits that would not 
otherwise have been possible.

The history of seniors’ programs is one of progress building 
steadily over time. In 1952, a former social assistance type 
benefit for destitute seniors was replaced by the universal Old 
Age Security (OAS) program. In 1967, the Canada and Quebec 
Pension Plans were introduced as well as the Guaranteed 
Income Supplement for seniors whose other sources of income 
were insufficient for a reasonable standard of living. There have 
been modifications over time since then, including additional 
benefits for low-income seniors delivered by most provincial and 
territorial governments. Recommendations for improvement 
usually take the form of building on the existing structure, as 
overall it has proven to be effective. 

In 1961, the poverty rate for senior families was close to double 
that of younger families and about 7 of 10 unattached seniors 
were considered living in poverty.93 In 2008, the poverty rate for 
senior families was 1.6% and the rate for unattached seniors was 
12% for men and 17% for women.94 Depth of poverty is also vastly 
improved since the days when many seniors were destitute. Now, 
for unattached seniors living in poverty, their average income 
is over 85% of the poverty line. The income of unattached 
individuals aged 64 or younger relying on social assistance, in 
contrast, averaged only 40.7% of the poverty line in 2008.95 
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While poverty has not been eliminated for seniors, the retirement 
income system and other supportive policies over a couple of 
generations have dramatically reduced the incidence and 
depth of poverty. Further, they have also enabled many more 
seniors who otherwise might have stayed quite close to the 
poverty line, to actually do better and to thrive. Continuing 
progress will depend on what happens throughout earlier stages 
of the lifecycle as much as on seniors’ policy.

How seniors’ programs work together

While the GIS is considered the main income security measure 
for low-income seniors, in fact the system has several features 
that work together to prevent as well as reduce low income. 
This is important if the goal is not just to eliminate poverty but to 
enable people to achieve greater wellbeing and to thrive.

Old Age Security (OAS) is available to a large majority of 
seniors. Its one major condition concerns the number of years 
lived in Canada. It is not completely universal because benefits 
are clawed back from seniors with higher incomes but it 
does contribute to recognition of the worth of human beings 
regardless of family status or work history.96 It thus contributes to 
dignity and control. For earlier generations of women who did 
not have paid work, it was often their first independent income. 
It is relatively generous and administratively simple due to the 
need to apply only once. About 39% of OAS recipients also 
received some GIS in 2006.

The Guaranteed Income Supplement (GIS) is income-tested 
and works as a negative income tax. Family income is used 
to determine the amount of GIS that a couple can receive 
and the benefit is divided so that each partner gets his or 
her own cheque. As other income increases, including from 
employment, GIS is reduced, but not nearly as steeply as with 
social assistance, providing greater reward for seniors able to be 
active in the labour force compared to those 64 and under. 

The Canada and Quebec Pension Plans (CPP/QPP) are also 
important. They are funded by employer and employee 
contributions from past earnings. In addition, benefits for 
spouses, survivors and orphans recognize family relationships 
too. One of the most important features allows periods of low 
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or no earnings while raising young children to be dropped out 
of the pension calculation so parents are not penalized for their 
care giving responsibilities. 

■	 The research in this report indicates that the seniors’ income 
security framework has several factors that contribute to 
wellbeing and fit an investment model. They include:

■	 Canada-wide, portable benefits with regular adjustments 
to protect from inflation erosion that link together to foster  
security and stability with relatively efficient administration;

■	 A mix of market and non-market features; and

■	 A mix of universal elements that provide very broad 
public support along with specific elements geared to 
low income that are not stigmatizing or controlling.

In addition to these income security programs, there have been 
other supportive policy changes since the 1960s. Greater access 
to education, job opportunities and fairer pay for women as 
well as racialized and other minority populations, along with the 
advent of public health care, have lined up to enable Canada’s 
seniors population to be among the best off in the world. 

Indirect and societal return on investment

The improved incomes of seniors tell only half the story we 
want to convey—the other half is about how much seniors give 
back that benefits others. As in other policy areas, information 
on benefits is harder to find than information on costs. A full 
analysis of the benefits of seniors’ wellbeing to society is beyond 
the scope of this report. The older population is not monolithic, 
there are differences by income group although not as large as 
among younger Canadians and with age comes greater health 
concerns. Overall, however, there are many indicators of the 
range of contributions seniors are making to our economy and 
society that would not have been possible with the high poverty 
rates of earlier generations.97 For example:

■	 Seniors 65-84 had a higher prevalence of good health in 
2009 than they did a decade earlier; 65-74 year olds are less 
likely to be obese and slightly more likely to be physically 
active and engaged in education and social activity rather 
than passive leisure like watching television.
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■	 65-74 year olds are more likely to report positive wellbeing 
(self-confidence, satisfaction with accomplishments, feeling 
appreciated, having goals) than younger adult age groups, 
and they report less psychological distress.

■	 Canadians 65 and over are the least stressed by lack of time, 
lack of money, and work situation; time pressure for 25-54 year 
olds was about triple that of 65-74 year olds, and stress over 
work situation was ten times as much for the younger age group. 

■	 Over 450,000 seniors aged 65-74 provided some unpaid child 
care in 2006 and over 49,000 provided 30 or more hours a 
week; about 413,000 helped or cared for seniors too, with 
55,000 providing 20 hours or more in a week; more than 2 million 
seniors did some unpaid housework with well over half a 
million doing 30 hours or more; the share of women’s time 
devoted to unpaid work is fairly consistent from age 35 to 74.98 

■	 Canadians 65 and older had a formal volunteer rate of 36% 
in 2007, with 100 hours as the median contribution; seniors 
also had a 70% rate of providing direct help to others, with 
35% helping at least once a week and 14% helping daily or 
almost daily, rates similar or higher than age groups from  
25 to 64.

■	 Seniors donate at a rate of 87% to charitable or non-profit 
organizations, very close to the 90% rate of 45-64 year olds in 
2007. Seniors had the highest average donation amount at 
$611 and the highest median donation at $205.

■	 Seniors 65-74 have far higher rates of voting in federal, provincial 
and municipal elections than younger age groups.99

The indicators above portray an overall picture of seniors as 
healthy, active participants in society and the economy where 
their wellbeing contributes to the wellbeing of the rest of us. 



The Dollars and Sense of Solving Poverty | NCW | 83 

Working Income Tax Benefit

The most recent addition to income security programs in Canada 
is the federal Working Income Tax Benefit (WITB) introduced in 2007.  
It is a refundable tax credit with a dual purpose: to provide a  
financial support to low-income workers to stay in the work force,  
and to help reduce the disincentives that welfare recipients face  
when they leave welfare for work. It helps people with low earnings 
by supplementing their wages. It interacts positively with welfare 
in that it does not produce a reduction in welfare benefits. The 
interaction is somewhat different in each jurisdiction, however, 
as there is some flexibility for provinces and territories to adapt it 
to coordinate with their welfare system.100 

The WITB is especially important for the many working-age adults 
who live alone, whose risk of poverty is very high and for whom 
there is very little in the way of stable income support, such as the 
benefits available to families with children, or the GIS available to 
seniors living alone. Workers have to have minimum earnings and 
they must apply for this credit on an income tax form that is rather 
more complicated than applying for the GST credit, as people 
with low income usually do. On the other hand, it has a major 
advantage in that it does not carry the stigma or involve all the 
rules and disincentives of social assistance. 

The value of the WITB has increased since 2007, and in 2010, 
maximum benefits in the federal model were $931 for a single 
person and $1,690 for a family. To be eligible, earnings had to 
be above $3,000. Benefits ended when net income was above 
$16,770 for a single person, and $25,854 for a family. Benefits 
usually stop before people even reach a poverty level income, 
and depending on jurisdiction and circumstances, recipients 
can often face very high marginal tax rates just as they are 
starting to get ahead.101 

■	 The Working Income Tax Benefit has potential, but in its 
present design with very low thresholds that leave workers 
below the poverty line, it, like welfare, will continue to entail 
expensive indirect poverty costs. Making the application 
process more easily accessible would add to its potential 
positive impact. Most importantly, if benefits can be 
increased significantly and extended so that recipients 
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can become much more securely attached to the labour 
force and able to meet needs, improve wellbeing, rebuild 
some assets, and have the ability to withstand occasional 
financial setbacks, the WITB could be a much more effective 
investment in the immediate and long-term wellbeing of 
Canada’s working-age population. 

The policy areas featured in this chapter illustrate how there are 
elements of different approaches to poverty all at work and all 
interacting with each other, some in much more effective ways 
than others. We have had relatively dramatic success with the 
approach that has guided seniors’ policy for many years. That 
success in reducing poverty and enhancing wellbeing indicates 
just how much better off all Canadians would be if we similarly 
invested throughout the life course, from the years of the most 
rapid development among children, through to the years of 
greatest potential energy, creativity and productivity among adults. 

 
 
 
This chapter outlined Canada’s experience with different 
models or frameworks for addressing poverty. Social assistance 
is largely based on a short-term spending model that has not 
been able to bring down poverty rates, has a mixed record of 
improving wellbeing and contributes to indirect poverty costs. 
Income supports for children and seniors have adopted a more 
coordinated, investment-based model oriented to the longer 
term, and they are achieving greater and more lasting results. In 
the case of seniors in particular, there are indicators of improved 
societal wellbeing beyond poverty reduction.



9. Taking action: Council recommendations 

Part FOUR
Sensible Investment
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9taking action:  
council recommendations

The body of The Dollars and Sense of Solving Poverty provides 
many examples of a diverse range of research and thought 
that stresses the urgency of solving poverty because it costs 
Canadians far too much. Most importantly, it reflects a range 
of research and thought that contributes enormously to an 
understanding of the potential for solving poverty and creating 
greater economic and social wellbeing. 

The patterns revealed in this report, along with the Council’s 
own deliberations and the conversations we have had with 
people from many walks of life, clearly show that it makes 
economic sense to solve poverty. Canada can do this, for the 
benefit of all Canadians, by: 

Adopting a Canada-wide Strategy for  
Solving Poverty

The Council is encouraged by the progress already made in 
Canada with the growing number of government poverty 
reduction strategies being adopted and implemented. We 
urge continued efforts to build and improve with experience. 
We also applaud the engagement of communities and 
organizations in similar, multi-stakeholder efforts across  
the country. 

We remain confident that the four cornerstones set out 
in our 2006 Solving Poverty report are the foundation of 
an effective strategy—a vision, targets and timelines; a 
coordinated plan of action and budget; an accountability 
structure; and a set of agreed poverty indicators. Such a 
strategy must be linked to overall economic and social goals.

1
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Establishing a Sustained Investment Plan 

The Council urges that such strategies to solve poverty, 
especially in the development of government action plans 
and budgets, take an investment approach to poverty 
that builds human capacity, removes barriers, creates 
opportunities and demonstrates the potential for positive, 
lasting returns in the short, medium and long term. 

An investment plan focuses on achieving good returns and 
benefits over time, in contrast to spending, where the focus is 
primarily on immediate costs. Too often, the spending is done 
in silo fashion where savings to one program can add costs 
to other programs, or to Canadians directly. 

An investment plan is more holistic and forward thinking, 
using a fuller cost-benefit analysis to be more effective.  
To maximize benefits, assure sustainability and develop 
growth potential, it considers the interrelationships among 
policy and program areas and the socio-economic  
realities of Canadians throughout their lives—from their  
health, education and family life to employment and  
civic participation. 

Developing a Consistent Design Framework

An effective investment plan obviously requires up front 
funding and the range of studies in this report shows that 
investments in preventing and reducing poverty do pay 
off. But getting the best return and greatest benefit is also a 
matter of design. In some cases, it may even be more about 
the design than the money. 

Understanding interrelationships is critical, so that policies, 
programs and partners can work together to maximize 
results. Having a consistent design framework is especially 
important in Canada, where there are several layers of 
government, a richly diverse population, and many active, 
engaged organizations. 

2

3
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Whether we are looking at income or any other area—child 
rearing and elder care; literacy, education and training; 
physical and mental wellbeing; housing; employment; issues 
for new Canadians; and remedies for discriminatory barriers 
often faced by people with the fewest resources—design is 
critical to success. Some of the principles or guidelines that 
are most important to the design of an investment plan to 
solve poverty include:

Fairness and reasonable reward for work effort. Employment 
needs to pay. But for people with low wage, precarious 
jobs or those on social assistance, it does not. Other forms  
of meaningful work need to be recognized as well, including 
the essential work of caring for dependents. Lone parents of  
young children and people with disabilities or low levels 
of literacy or education are among those who may be 
unable to meet all their needs through employment but  
they want paid work and should be supported and rewarded 
in that effort.

Support for autonomy and initiative. Low-income earners 
and people on social assistance should be supported in 
their efforts to improve their future circumstances, whether 
that means getting more education or skills upgrading, 
being able to save and hold on to their assets, accessing 
credit or sharing rent and other ways of pooling resources. 
Program rules and interactions too often limit autonomy and  
initiative, and some create harm by stigmatizing. Supporting  
the positive provides greater return on investment.

Portability, security and stability. Child benefits, working 
income tax benefits and public pensions are examples of 
good portability and stability. They are widely available, 
and while based on income, do not change significantly 
when income sources change, for example if you change  
employers, or lose a job or have a spell on social assistance.  
Universal health care and the extended prescription drug 
and dental plans available to low-income residents in some  
provinces are examples of portability and stability in service  
areas. Some provinces are moving in this direction for 
training and employment services as well. These kinds of 
measures help counter the welfare trap in particular.
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Coordination and Simplicity. Income support for seniors is 
stacked so that CPP/QPP, OAS, GIS and provincial/territorial 
supplements all combine in a coordinated way to make 
a very big difference in reducing the extent and depth of 
poverty. This coordination also reduces administration costs 
and makes it easier and simpler for people to access what 
they are eligible for. Children’s income–related benefits  
are quite well coordinated too. Links across service areas 
and between services and income need improvement and  
social assistance is in desperate need of design overhaul on  
many counts. In general, the more directly and simply initial  
problems can be resolved or even prevented, the lower the  
cost and the greater the benefit. That prevents problems 
from expanding and frees up resources for the smaller 
number of people who do have complex, multiple needs.

Accountability and Communication. Governments especially,  
but the private sector too, need to provide better information  
on both the cost and benefit sides of the balance sheet.  
Canadians will be much more inclined to support initiatives  
that show we are getting good value for our money.

Fostering an Open Forum for Conversation  
and Action

Solving poverty involves many partners and therefore needs 
an ongoing, open, inclusive pan-Canadian forum for sharing 
ideas, questions, research, evidence, progress reports, and 
lived experience. The NCW hopes The Dollars and Sense 
report stimulates and advances conversations that are 
already established. We also hope that new conversations, 
ideas and partnerships will be created. 

We invite readers to visit the full bibliography for this report 
on our website at www.ncw-cnb.gc.ca. We would also 
be pleased to receive e-mails with your comments, ideas 
and especially your stories of how a policy or program has 
provided a benefit that meant preventing or escaping 
poverty at dollarsandsense@ncw-cnb.gc.ca. 

4

http://www.ncw-cnb.gc.ca
mailto:dollarsandsense@ncw-cnb.gc.ca
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While the engagement of many partners in informed conversation 
is essential, the National Council of Welfare reiterates its belief that  
the leadership, championship and political will of federal, provincial,  
territorial and municipal governments is paramount to solving 
poverty—it is the role of responsible governments to provide social  
infrastructure in the public interest. 

The Council believes that Canadians from all walks of life will get 
behind the action needed to invest in a better future for everyone. 
Canadians value fairness. We all want our country to continue 
to prosper and we can see that poverty reduction strategies are 
starting to make a difference. Added to that confidence, Dollars 
and Sense shows that not only is solving poverty affordable, it is 
highly cost-effective and central to achieving national social and 
economic goals.
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Appendix:  
Notes on the Research

The NCW report is based on a wide range of research to 
connect ideas and find patterns across different fields. This 
range of research reflects a number of challenges, as well as 
impressive achievements. In particular, studying social issues 
from an economic perspective is still a relatively new approach. 
In many of these studies, the authors had to address a number 
of conceptual and methodological issues. These are briefly 
summarized in this appendix. 

Research Challenges

■	 Data availability: Gaps in readily available data required the authors of some 
reports to make assumptions about costs and develop methodologies to adjust 
or fill in what was missing. Some dynamics of poverty related to age, family size, 
depth or duration of poverty, for example, are not always identified. Data on 
specific groups, such as racialized groups, Aboriginal populations, immigrants and 
people with disabilities are also limited. In addition, the use of different income 
measures and data bases among the studies can limit comparisons. 

■	 Establishing relationships between poverty and its consequences: When the goal  
is to calculate costs and benefits, it can be important to see the relationships among 
the dimensions of poverty, as well as the direction of those relationships. The 
relationship between poverty and mental health is one example. A mental health 
condition may lead to poverty or poverty may lead to mental health difficulties 
or make them worse. Cause and consequence can run in both directions. From 
a cost perspective, therefore, it cannot be assumed that eliminating poverty will 
eliminate poor mental health or illiteracy or other factors associated with poverty, 
although they may be reduced significantly. This would have to be taken into 
consideration when calculating costs. The challenge for researchers is to make 
reasonable estimates based on as much evidence as possible. 

■	 Establishing relationships between the consequences of poverty and spending 
areas: Once a relationship has been identified, care must be taken to uncover 
patterns. For example, there is a generally accepted link between poverty and 
poor health. A researcher cannot automatically assume that this translates into 
higher costs to the health care system by people living in poverty. One study 
found that the use of certain health care specialists was higher among top 
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income groups. It also found that although the lowest income quintile had higher 
use of the health care system than the top three income quintiles, the second 
lowest income quintile had the highest rate of use. Relationships such as these 
require careful investigation to uncover patterns and explanations.

■	 Calculating potential cost savings, not just costs: Calculating potential cost 
savings requires identifying the outcomes that are expected to result if poverty 
were eliminated. For example, we might expect that educational attainment 
and productive capacity of people formerly living in poverty would come to 
more closely resemble that of people living above the poverty line. Likewise, we 
might expect that health would improve with higher income by virtue of being 
able to eat more nutritious food, or live in better housing. Some areas, such as 
positive outcomes in later life that can be attributed to quality early childhood 
development, are well documented. Others areas may be less so. Cost saving 
estimates are based on assumptions and the more grounded they are in 
evidence, the more reliable they will be. 

Research Achievements

■	 Clear Frameworks: Most studies establish a clear framework that identifies 
the dimensions being researched and how the consequences of poverty or 
alternatives being investigated will be defined and measured. 

■	 Conservative Estimates: To address challenges of measurement, data availability, 
relationship and other uncertainties, most studies opt for underestimations and/
or conservative cost evaluations. The opportunities for cost-effectiveness may, 
therefore, be even greater than stated.

■	 Specific Dimensions of Poverty or Population Groups: Some studies concentrate 
on specific populations. Some focus on causal links among poverty, other issues 
such as housing, and related areas of spending. These focused studies can 
contribute to better policy design and decision-making. 

■	 Consistent Results: While the detail and size of effects varies, whether looking at 
health, crime or education, a consistent pattern of results shows positive returns 
on investment in reducing and eliminating poverty. This suggests that the results of 
small scale studies could be transferable to a larger scale. 

■	 Lived Experience: Reports on the actual impact of poverty reduction policy on 
people’s lives complements and often confirms the findings of more theoretical 
or conceptual research and adds validity to studies that undertake future cost 
estimate projections. 

■	 Comparable Outcomes: Much of the international research offers an opportunity 
for comparisons across countries, and some studies enable comparisons over 
time. The outcomes from different studies in one area, such as housing, also can 
help identify common or divergent findings. The more outcome information that  
is available for these comparisons, the better it can inform future initiatives to 
solve poverty. 
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■	 Social and Economic Interdependency: Most of the research incorporates 
both social and economic aspects to some extent or provides rationales for 
the development of more inclusive and comprehensive approaches. This wider 
scope is more reflective of human experience.

■	 Measures of Wellbeing: Many reports measure costs and benefits in terms of 
wellbeing, such as health status or income distribution, and some use both these 
kinds of measures, as well as monetary calculations that can be compared 
to GDP. Efforts are also being made to develop wellbeing indicators that can 
potentially gain international acceptance similar to that of GDP. 

■	 Diverse Points of View: Expanding the research perspective can enhance the 
quality of the findings. A few studies have included an environmental perspective 
in their research, for example, or taken into account the points of view of  
diverse stakeholders.

■	 Current Spending and Benefits: A few studies examine what is currently being spent 
on poverty-related programs and the general impact it is having. There is scope 
for a great deal more to be done to identify and communicate the benefits of the 
investments in order to know if policies are achieving their objectives. 
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