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Infroduction

Poverty is an important determinant of health',2. Eleven per cent of people live below
the poverty line in Canada. Beyond the human, health and social costs of
poverty345¢, there are also economic costs and impacts on public finances. In 2019,
poverty was estimated to cost the Ontario provincial government between $27 and
$33 billion in crime, healthcare costs, and forgone and lost income’.

Accurate measurement of poverty is vital to help both build strategies and gauge the
effectiveness of public policy.

This policy brief argues that we need to “We need to measure the depfh
measure the depth of poverty, not just the

percentage of people living below the of poverty, not just the

poverty line.

percentage of people living
It infroduces a new concept - the

“poverty deficit” — that measures the below the poverty line.”

cumulative depth of poverty. [

Measuring the poverty deficit alongside the poverty rate will help us to understand
better the trajectory of poverty in Canada, the impact of anti-poverty initiatives and
the scale of resources which may be needed to end poverty in a jurisdiction.

Background

Canada'’s Sustainable Development Goal target is to decrease poverty by the year
2030 to 50 per cent of the level it was in 20158,

Decreasing poverty requires action at all three levels of government. Many different
types of strategies and initiatives have been deployed including cash transfers?, job
creation'9, and rent-geared-to-income housing''. While these measures might reduce
poverty, it can be difficult to compare the effectiveness of particular approaches and
to understand the reasons for ineffective interventions.

Poverty rates in Canada are higher now than they were in 202112, This could be
because past and current proposed initiatives are ineffective, that they are effective
but not ambitious or large enough to reduce poverty rates, that initiatives are proposed
but never delivered, or that the causes of poverty and the groups at risk change over
time so otherwise effective strategies end up missing the mark. Better measurement
could help policymakers understand the reasons for ineffective poverty reduction.
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Measuring poverty

The Market Basket Measure (MBM) establishes poverty thresholds based on the cost of a
basket of goods and services. It reflects a modest, basic standard of living'3.

The poverty thresholds are defined differently for different regions across all Canadian
provinces and territories. They are regularly adjusted for inflation and can be adjusted
for different household sizes.

Every five years, the MBM methodology is reviewed to ensure that the most recent
standards are being used, methods are up to date and the income available to
families is appropriately defined and measured. Recognizing that income and costs
alone may not be an adequate proxy for poverty, a dashboard of indicators such as
food insecurity, housing need and unmet health needs are also fracked.

When the Canadian Income Survey'4is published every two years, families’ MBM
amounts are then compared with their disposable income from the survey to determine
their poverty status.

The MBM was an important step forward, but it The Market Basket Measure is not
may not be sufficient for measuring poverty or

understanding the level of investment that is sufficient for measuring poverty or

needed to decrease poverty. .
understanding the level of
For example, two jurisdictions may have the

same number of people with incomes below investment that is needed to

the MBM, but one may have more people

very close to the poverty line, and the other decrease poverTY-

may have many more people living with 1

deeper poverty.

Different strategies to alleviate poverty may be needed in the two different jurisdictions
and the level resources needed to do so may also be very different.

Adding more information to the measurement of poverty could help jurisdictions better
understand the needs of their populations and sub-populations, and the scale and type
of the initiatives that may be required.

Another potential problem is that poverty reduction targets, and policies fo meet those
targets, are linked to the way poverty is measured. If the target is simply to decrease
the rate of poverty, the most cost-effective way to do this could be to focus on moving
those who are closest to the poverty line above the poverty line, leaving behind those
who are in deeper poverty.

Adding complementary information which quantifies the depth of poverty in an area or
group to the measurement of poverty could deter a simple focus on the percentage of
people below the poverty line. It could help policymakers to better understand the
level of resources or size and range of programs that are needed to decrease the full
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burden of poverty. Information on the depth of poverty would help ensure
policymakers do not inadvertently hit their poverty reduction targets by flipping some
over the threshold while making poverty more difficult to end for those who are left.

Finally, by offering data on not only the number of people under the poverty line but
how far they are from the poverty line, all levels of government can understand what
the scale of their poverty problem is compared to their GDP and other government
spending.

The poverty deficit

As an additional way to examine poverty, Wellesley Institute investigated whether a
different measure of the size of poverty could be calculated.

This was conceptualized as the amount

of money which would be needed to Poverty deficit: The amount of

end poverty in a jurisdiction by simple money needed to end poverty
cash tfransfers. Such a statistic could

help us understand the scale of the by simple cash transfers.

challenge of poverty elimination and S

better judge poverty reduction plans.

If such a statistic were available, poverty reduction targets could focus on whether the
overall volume of poverty has been reduced, not just the percentage of people living
below the poverty line.
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Methods

Statistics Canada currently calculates's how far below the Market Basket Measure
each household is and calls it the “deficit.” Wellesley Institute obtained updated data
from Statistics Canada, including data on specific subgroups, for our investigation.

We requested calculations of the mean deficits for specific areas.

Statistics Canada provided a custom dataset derived from the methodology explained
in their Market Basket Measure research paper and derived from the annual Canadian
Income Survey release from 2023 data'4.

The data included average distance below the poverty line (deficits) for households.
The mean deficit is the average distance from the MBM for those households that are
below it.

Data was also presented for whether a person who identified certain demographic
characteristics was included in a household; age group, gender, immigration status,
member of a visible minority group and disability.

The cumulative “poverty deficit” for a jurisdiction and for households which included
different equity-deserving groups was calculated by multiplying mean deficits by the
number of people in a household.

The cumulative “poverty deficit” is the amount it could theoretically cost to end poverty
by direct transfers.

Data is presented for Ontario and Toronto.
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Findings

Key data for Ontario as a whole, and Toronto corresponding data are presented in
Table 1.

Table 1
ONTARIO TORONTO
Domain* - Cumulative . Cumulative
Mean deficit poverly deficit Mean deficit poverty deficit
All persons $12,850 $14,335,723,000 $14,752 $841,188,000
Persons under 18 $14,951 $2,945,463,000 $16,046 $276,253,000
Persons 18-64 $13,874 $13,389,590,000 $15,825 $766,273,000
Persons
65 or older $7,252 $1,387,480,000 $10,331 $115,833,000
Sex
Male $13,593 $9.596,894,000 $15,042 $674,527,000
Female $12,718 $9,155,185,000 $12,704 $548,328,000
Immigrant status
Not an
. ) $12,829 $9.729,922,000 $15,522 $394,504,000
immigrant
Less than five
vears in Canada $14,683 $1,442,624,000 $13,815 $110,147,000
Five years or
more in Canada $12,656 $4,413,107,000 $14,623 $452,752,000
Visible minority
Yes $14,534 $7,928,507,000 $15,279 $658,383,000
No $11,322 $6,599,223,000 $13,110 $194,074,000
Disability
Yes $11,466 $3,136,354,000 $14,162 $371,093,000
No $14,994 $8,355,010,000 $15,957 $829,383,000

"Full definitions can be found in the Appendix.
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Overall findings

The cumulative poverty deficit in Ontario was $14.3 billion in 2023. It was $841 million for
Toronto. This is the cost fo end poverty by direct transfer of money to households below
the poverty line, excluding administrative costs.

The depth of poverty was greater in Toronto than in the rest of Ontario with the mean
deficit estimated to be $14,752 for households living below Toronto's poverty line in
Toronto and $12,850 for households living below poverty lines set for other Ontario
jurisdictions.

When compared to the figure across all persons, households with at least one person
over 65 years of age were closer to the poverty line overall; those in deficit had a lower
average deficit than Ontario as a whole. Households with at least one visible minority
member and those with at least one person under 18 had bigger deficits than others in
Ontario. Households with at least one person who has a disability were closer to the
poverty line overall than those without a person with a disability.

The cumulative poverty deficit in Ontario in 2023 was $14.3 billion.

In Toronto, it was $841 million.
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Discussion

The cumulative poverty deficit and the mean deficit offer extra information to those
interested in understanding poverty.

The cumulative poverty deficit is an estimate of the total burden of poverty expressed
as the amount of money that would be needed to end poverty by cash transfers. The
mean deficit identifies the depth of poverty in specific areas or household types.

This information could help policymakers Understanding the poverty
understand the size of initiatives that are

needed to impact poverty and could help deficit could help policymakers
with the targeting of initiatives towards

better understand the frajectory
groups or areas at most need.

of poverty in Canada, the
Measuring changes in the cumulative . . R
poverty deficit will indicate whether the impact of anti-poverty initiatives
poverty reduction strategies have had an
impact on the overall burden of poverty,
not just the numbers or percentage of to eliminate it.

people living below the poverty line. [ e e

and scale of resources needed

The cumulative poverty deficit also gives exira transparency to poverty discussions. The
amount of money that would be needed to end poverty by cash transfers is a simple
metric which could help everyone understand how impactful poverty reduction
strategies have been, whether the ambition of a strategy is commensurate with the
depth of poverty and whether the ambition to end poverty is reasonable.

For example, the estimated amount of money that would be needed to end poverty
in Ontario by cash transfers to households (that is, the “poverty deficit”), was $14.3
billion in 2023.

Among households living below the poverty line, those that included a person from a
visible minority, or with at least one person under 18 had deeper mean deficits than
others.

A larger mean deficit was reported for those living with poverty in Toronto than for
those in Ontario as a whole.

The mean deficit was lower for households including a person with a disability
compared to households without a person with a disability in Ontario.

The figures suggest that the challenge of eliminating poverty in Ontario is not
insurmountable. Ontario’s projected program spending in its 2023 budget plan was
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$190.6 billion, meaning Ontario’s poverty deficit was 7.5 per cent of program
spending'é. If interest on debt in the 2023 budget is included, the poverty deficit
drops to 6.98 per cent. The GDP for all industries in Ontario in 2023 was more than $1
trillion'” — meaning the poverty deficit was only 1.2 per cent of Ontario’s GDP. This is
before taking into account the estimated $27 to $33 billion of costs that have been
attributed to the impacts of poverty in Ontario.

For Toronto, the poverty deficit was only 5.07 per cent of the 2023 City operating
budget of $16.6 billion, or 3.91 per cent of the combined operating and capital
budget of $21.5 billion’s.

All levels of government have a role to All levels of government have a
play in eliminating poverty. If Ontario’s ) .. ]

poverty deficit were split equally role fo play in eliminating
between the federal and provincial
government, it would represent only

poverty... Quantifying poverty

3.49 per cent of the total provincial levels through poverty deficits
budget and 3.7 per cent of Ontario’s

per capita share of the total 2023 allows us to move the discussion
federal budget planft,'?,20, Splitting .

Toronto's deficit three ways would away from the theoretical and
reduce the share of Toronto's budgettfo . .

1.69 per cent of the 2023 operating Into action.

budget. |

Additional cash transfers of $1.3 billion annually would move all households with a
person over 65 in Ontario above the poverty line, while $3.1 billion would ensure
that no households with a person with a disabilitiy lives in poverty.

Households including visible minorities, newcomers or children had the greatest
depth of poverty. Focusing policies on these groups may have the greatest impact
on the overall poverty deficit.

The results for households including a person with a disability and people over the
age of 65 suggest social programs are contributing to the reduction of (but are not
eliminating) poverty. In demographic groups that are more likely to be in receipt of
government measures like the Ontario Disability Support Program (ODSP), the
Canada Disability Benefit (CDB) and Old Age Security (OAS), households living with

The poverty deficit for Ontario was divided by two (to show the provincial and

federal governments equally sharing erasing the Ontario deficit.)The population
of Ontario was divided by the population of Canada to determine a rough

‘share’ of the total federal budget expenditure, then the ‘federal half’ of the
Ontario poverty deficit is expressed as a percentage of that ‘share.’

Policy brief: The poverty deficit 8



poverty are closer to the poverty line. It is likely that existing measures are helping
such households to some extent, but not allowing them to be fully lifted from
poverty.

A potential future use of this analysis is assessing whether income support programs
are adequate in scale. If poverty deficits were calculated specifically for recipients
of programs such as ODSP, it would be possible to estimate the proportional increase
in benefit levels required to lift all recipients above the MBM. While program-specific
deficit data were not available for this analysis, the relatively shallow deficits
observed among some likely benefit-receiving groups suggest that modest but
targeted benefit increases could have substantial poverty-reducing effects.

Quantifying poverty levels in Ontario through poverty deficits allows us to move the
discussion away from the theoretical and into action.
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Poverty's impact on health

Wellesley institute’s interest in poverty stems from its impacts on health.

A substantial interdisciplinary body of Canadian research has documented the
pathways through which poverty shapes health outcomes, including material
deprivation, food insecurity, housing precarity and chronic stress2!'. Work by
PROOF22 at the University of Toronto and the National Advisory Council on
Poverty'? further demonstrates how income policy choices shape population
health and health equity across life stages.

Across this body of research, there is consistent evidence that poverty harms
health through interrelated material and psychosocial pathways rather than
individual behaviours or isolated risk factors. Studies have synthesized findings
to show that inadequate income constrains access to nutritious food, stable
and adequate housing, medications, and preventive care, while
simultaneously increasing exposure to chronic stress, insecurity and social
exclusion. These factors compound across the life course. PROOF's national
research has demonstrated that food insecurity, experienced by roughly one in
six households with incomes below the Market Basket Measure, is
independently associated with higher rates of mental distress, diabetes,
hypertension and avoidable hospitalizations, even after controlling for income.
Research by Raphael and Lightman et al.23 shows that income gradients in
health persist across virtually all outcomes, with life expectancy, self-rated
health, and disability rates deteriorating as income declines, and that these
gaps are not readily explained by personal choice.

The National Advisory Council on Poverty further highlights that poverty-related
health inequities are most pronounced among children, racialized populations,
newcomers, and people with disabilities, reinforcing evidence that income
policy design plays a decisive role in shaping population health and health
equity across life stages rather than merely alleviating short-term hardship.

Policy brief: The poverty deficit
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Effective poverty reduction

Poverty reduction strategies that prioritize income adequacy through direct cash
transfers consistently demonstrate stronger and more durable impacts on poverty
reduction than approaches focused primarily on employment activation or in-kind
benefits.

Evidence?t from Canada’s Mincome [Minimum-Income] experiment in Manitoba
shows that when households received a guaranteed income sufficient to
substantially close the poverty gap, hospitalizations declined by 8.5 per cent,
particularly for mental health diagnoses and accident-related admissions, while
high school continuation rates increased, indicating improvements in both health
and human capital outcomes. Evaluations of more recent basic-income-style
pilots, including the Ontario Basic Income Pilot25, found that recipients used
income supports primarily to meet basic needs, resulting in improved food
security, housing stability and mental well-being, with little evidence of large
labour-market withdrawal. Maytree’s synthesis highlights that most participants
remained attached to employment but experienced reduced income volatility.

Internationally, the OECD?2é estimates that taxes and cash transfers reduce poverty
by roughly 60 per cent on average across member countries compared to market
incomes alone, substantially more than labour-market interventions by themselves.
Across this literature, a consistent theme emerges; poverty reduction hinges less
on policy intent or program multiplicity than on benefit adequacy, ease of
access, and take-up. Analyses repeatedly show that programs with low benefit
levels or complex eligibility rules leave many recipients below poverty thresholds
despite participation. By contrast, income supports calibrated to the cost of living
are far more likely to reduce both the rate and depth of poverty.
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Policy recommendation

Wellesley Institute recommends using the lens of
“poverty deficit” in future poverty reduction strategies
at all levels of government.

Governments would have better and more accurate assessments of potential and
current poverty reduction strategies if they included mean deficit and cumulative

poverty deficit metrics.

Policy interventions to reduce poverty should be assessed using the MBM, the mean
deficit and the cumulative poverty deficit to determine their effectiveness.

Disaggregated metrics for equity-deserving communities, as well as different
geographies at the provincial or national levels would help governments to
understand the burden of poverty on particular groups and the scale of interventions
which may be needed to end poverty.
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Appendix

Domain definitions

All persons Estimates are produced using all economic families

Persons under 18 | Estimates are produced using all economic families with at least
years one person under 18 years old.

Persons 18-64 Estimates are produced using all economic families with at least
years one person between 18 and 64 years old.

Persons 65 years or
older

Estimates are produced using all economic families with at least
one person 65 years or older.

Immigration status

The immigration status is derived from the Labour Force Survey
and identifies landed immigrant among persons aged 15 and
over.

Not an immigrant

Estimates are produced using all economic families with no
identifiable landed immigrants.

Five years or more
in Canada

Estimates are produced using all economic families with at least
one landed immigrant who has immigrated to Canada more
than five years ago.

Less than five
years in Canada

Estimates are produced using all economic families with at least
one landed immigrant who has immigrated to Canada less than
five years ago.

Sex

Male Estimates are produced using all economic families with at least
one male.

Female Estimates are produced using all economic families with at least

one female.

Visible minority
status

The visible minority status refers to whether a person is a visible
minority or not, as defined by the Employment Equity Act. This
Act defines visible minorities as "persons, other than Indigenous
peoples, who are non-Caucasian in race or non-White in
colour."

Yes Estimates are produced using all economic families with at least
one person with a visible minority.
No Estimates are produced using all economic families with no

person with a visible minority.

Person with a

The universe for the disability estimates are persons aged 15 and

disability over.

Yes Estimates are produced using all economic families with at least
one person with a disability.

No Estimates are produced using all economic families with no

person with a disability.

Policy brief: The poverty deficit
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