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he federal and provincial stars are aligned on poverty reduction. The 
Trudeau government intends to launch a national poverty reduction 
strategy thereby following in the footsteps of all territories, all but one 
province, and many municipalities. The federal strategy will “set tar-
gets to reduce poverty and measure and publicly report on progress.”1 
Poverty metrics will play a key role therein. 

T 
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In this article I argue that Canada’s dominant practice of using money metrics to measure 

poverty is a risky business: it excludes a sizeable population group experiencing material 

hardship; and, it underestimates the efficiency and effectiveness of public action on pov-

erty reduction. Complementing money metrics with non-money poverty metrics signifi-

cantly reduces that risk. This argument is supported by a large body of research, including 

that of myself.2 3 Reintroducing the collection of material deprivation data would be a rela-

tively easy and low cost solution for Canada. 

 

 

I .  POVERTY NOT NECESSAR ILY ‘LOW INCOME’  
 

In comparison to Europe and Australia, Canada lags behind in the use of non-money pov-

erty indicators such as material deprivation to study poverty. Statistics Canada routinely 

reports low-income statistics calculated at various thresholds and income definitions while 

information on material well-being outcomes is limited. For Ontario, the collection of ma-

terial deprivation information started in 2009. For Canada, such information was only col-

lected once in the 2013 Canadian Survey of Economic Well-being. Since then no such in-

formation is collected in Canada. 

 

 

 

 
                                       Figure 1: Money metrics make mistakes when using poverty 

 

 

Instead, money is the metric used when measuring poverty in Canada and income is the 

most used money metric in Canada. But, just like any metric, money metrics make mis-

takes when measuring poverty (Figure 1). These mistakes arise because low income is a 

key factor determining financial hardship but it is certainly not the only one. Whether a 

household has access to savings, credit, non-financial assets and subsidized goods and ser-

vices also matters, as do the household’s cost of living and the specific needs of its mem-

bers (Table 1). This is why some prefer labelling income poverty metrics as ‘low income’ 

rather than ‘poverty’. While this practice correctly acknowledges a problem, it evidently 

does not suffice as a solution. 
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Income (Y) Material deprivation (MD) 

Money Non-money 

Resource indicator, focuses on one finan-

cial resource 

Outcome indicator, focuses on the conse-

quences of insufficient financial re-

sources such as not being able to afford 

necessities such as healthy foods (fruits, 

vegetables, proteins) and needed dental 

services 

Measurement issues: Underreporting 

(intentional or not), metric does not take 

account of other financial resources, non-

financial resources or access to subsi-

dized goods and services, metric requires 

setting a money threshold which may not 

reflect an adequate minimum standard 

for specific population groups 

Measurement issues: Underreporting 

(especially due to shame), metric re-

quires identifying a list of necessities 

which may not adequately reflect those of 

specific population groups 

Table 1: Two popular poverty metrics compared – concepts and measurement 

 

 

II .  THE MISTAKES ARE BIGGER THAN YOU THINK 
 

My research on child poverty in Ontario confirms what many other researchers have found 

for other parts the world. The mistakes that poverty metrics make are large and not just in 

a statistic sense but also in a policy sense. In Ontario, only 2.9 percent of children were liv-

ing in a household that simultaneously has a low income and cannot afford to spend 

money on two or more necessities such as healthy foods or needed dental care (Figure 2). 

The lack of overlap between low income and material deprivation metrics is large with 6.8 

percent of children being solely identified as income poor and 5.3 percent of children be-

ing solely identified as materially deprived. A highly similar pattern arises irrespective of 

the four commonly used money metrics in Canada and irrespective of the survey instru-

ment or year. 

 

 

 
                                    Figure 2: Child poverty in Ontario, percent of poor children 
                                    Source: Notten (2015A), low income cutoffs after taxes  
   (SLID, 2010) 
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III.  POLICY CONSEQUENCES OF OVERRELIANCE ON  

INCOME POVERTY METRICS 
 

Policy decisions based solely on the low income metric have two consequences. They firstly 

exclude a large chunk of people whom we may consider poor if we were to better assess 

their circumstances. We do not know who they are, with how many they are, but the met-

ric deems them as undeserving. They secondly include a large chunk of people whom we 

might not consider poor if we were to better assess their circumstances. We do not know 

who they are, with how many they are but, the metric deems them as deserving. 

 

 

IV. EVALUATING POLICY ACTION IN TERMS OF POVERTY 

REDUCTION –  IN THEORY 
 

Measuring the percentage of poor persons served by a program (coverage) represents a 

modest yet necessary first step in an evaluation that aims to assess the degree of poverty 

reduction achieved by a program. Note that poverty reduction may, but does not have to 

be, one of the stated policy goals of the program. The two panels of Figure 3 illustrate eval-

uation challenges using either one poverty metric (left panel) or two (right panel). 

 

 

 
Figure 3: Evaluation policy action using one (left) or two poverty metrics (right) 
Source: Notten (2015B) 
 

 

The left panel illustrates the current situation in Canada where income metrics are the 

dominant indicator. Areas A and B represent the population as income poor while areas A 

and C represent the population that is covered by the program. In terms of poverty reduc-

tion, a program is successful (green) when it covers poor persons (A) and when it excludes 

non-poor persons (D). There is a loss in effectiveness when poor persons are not covered 

(B) and there is a loss in efficiency when poor persons are covered (area C). 

 

The right panel illustrates the case in which both income and a non-money poverty metric 

such as material deprivation, are used. Areas E, F, G and I represent the population that is 

income poor. Areas E, F, H and J represent the population that is materially deprived. Ar-

eas E, I, J and K represent the population that is covered by the program. As before green 

areas represent a program’s success in poverty reduction either covering poor persons (E) 

or excluding non-poor persons (L) and red areas represent a program’s failures in terms of 

effectiveness (F) and efficiency (K). The orange areas reflect the persons on which the pov-

erty indicators disagree. For those persons it is much less clear whether it is the program 

that fails or whether it is the poverty metric that fails to correctly identify the target group. 
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The advantage of using two complementary poverty metrics is that it reveals the uncer-

tainty around identifying the poor by distinguishing between a group that is very likely to 

be experiencing poverty (E and F) and one that may possibly be experiencing poverty (G, 

H, I and J). Making this distinction improves the evaluation of programs because issues in 

poverty measurement do not confound the evaluation of the program’s performance. It 

avoids the situation in which a program gets ‘blamed’ for measurement issues in the pov-

erty metric. It is not a perfect solution though as there still remains the need for more in-

formation to assess the situation of those on which the poverty metrics disagree. 

 

 

V. PUBLIC ACTION ON POVERTY REDUCTION IN CANADA 

IS ESTIMATED AS LESS EFFICIENT AND EFFECTIVE 
 

My research on income transfers in Ontario and Europe shows that when the assessment 

relies on a single poverty metric, income transfer programs are usually evaluated as less 

effective and less efficient in reducing poverty than if two complementary poverty metrics 

would be used.  

 

Take for instance social assistance in Ontario, which includes two provincial income trans-

fer programs namely Ontario Works (OW) and the Ontario Disability Support Program 

(ODSP). Both programs are non-contributory, aim to support households with low finan-

cial resources, and identify eligibility by means of income and asset tests. The left panel of 

Figure 4 shows coverage rates if we would use either an income poverty metric (Y) or a 

material deprivation metric (MD). It shows that 40 percent of the children living in low in-

come (before taxes) households also receive social assistance. The right panel shows the  

 

 
Figure 4: Children living in households receiving social assistance, percent of children 
Source: Notten (2015A), low income cut-offs before taxes, transfers includes payments from  
Ontario Works and Ontario Disability Support Program (SLID, 2009) 
 



 

PUBLIC SECTOR DIGEST | MARCH 2016 

 

coverage if we would use both metrics simultaneously. It shows that 65 percent of the chil-

dren living in low income and materially deprived households also receive social assis-

tance. Coverage rates for children living either materially deprived or low income house-

holds are much lower with respectively 34 and 30 percent. Focusing on those groups on 

which the poverty metrics agree it is clear that social assistance appears more effective in 

reaching the very likely poor (65 versus 40 percent) and more efficient in excluding the 

very likely non-poor (7 versus 8 percent).  

 

Employment Insurance (EI) is another interesting example. It is a contributory social in-

surance programme that provides temporary income support to workers who have paid 

contributions for a sufficient length of time and lost their job. This programme does not 

explicitly aim to reduce (child) poverty but households with EI recipients are more likely 

to have children. The left panel in Figure 5 below shows that coverage among materially 

deprived children in Ontario is much higher (49 percent) than among low income children 

(19 percent) and non-poor children (27 percent and 31 percent). The right panel shows 

that coverage is significantly higher for children living in households that are only identi-

fied as materially deprived (56 percent) or that are poor according to both indicators (33 

percent). Thus, while EI benefits may be high enough for some beneficiaries to prevent low 

income (before taxes), the internationally low income replacement rate (55 per cent of 

maximum annual insurable earnings of $42,300) is clearly associated with an increased 

risk of material deprivation. If unemployment is relatively recent and/or expected to be 

temporary, households may decide to make large(r) cuts in flexible spending items such as 

fresh fruit and vegetables while continuing spending on less flexible items such as rent and 

mortgage. The impact on child wellbeing could be permanent though, especially if epi-

sodes of unemployment are a recurring phenomenon for the household.  

 

 

 

 
Figure 5: Children living in households receiving Employment Insurance, percent of children 
Source: Notten (2015A), low income cut-offs before taxes (SLID, 2009) 
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My research on six European countries shows that the above described effects also hold for 

other metrics of program performance. This selection of countries is particularly interest-

ing because they have a comparable average living standard but have quite different in-

come transfer systems. In spite of this variation, Figure 6 shows that a larger proportion of 

transfer spending goes to those who are very likely to be poor. For example, low income 

and high material deprivation households (Q1 y md) in the United Kingdom receive 4.6 

times their population share in transfer spending whereas low income households (Q1 y) 

receive 2.4 times their population share.  

 

 

 
Figure 6: Income transfers received by low income and/or high material deprivation households 
Source: Notten (2015B), Transfers include social assistance, housing and family allowances. Each 
bar reflects the share of total transfers received by a target group relative to that group’s popula-
tion share. Included in the policy target group are those households who, before transfers, belong 
to the 20 per cent poorest in terms of income and/or the 20 per cent poorest in terms of material 
deprivation (EU-SILC 2007). 
 

 

The soon to be reformed federal Universal Child Care Benefit (UCCB) offers an example in 

which it does not matter which poverty metric is used and whether only one or two metrics 

are used. Figure 7 shows the coverage rates for children under the age of six in Ontario in 

2009 (at that time the flat rate but taxable benefit applied to all children under the age of 

six). Coverage rates for the UCCB do not differ statistically between poor and non-poor 

children. The below 100 percent coverage may be due to non-take-up (the Canada Reve-

nue Agency requires the completion of an additional form). This result, however, is in part 

due to the universal nature of the transfer. For a well-implemented universal child transfer 

program one expects to see full coverage, irrespective of the income level. Because the 

UCCB is subject to income tax however, other performance metrics (such as the one used 

in Figure 6) would likely rate the UCCB as a mildly progressive transfer and they might 

also differ in their assessment depending on the poverty metric. 
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Figure 7: Children living in households receiving the Universal Child Care Benefit, percent of children 
Source: Notten (2015A), low income cut-offs before taxes (SLID, 2009) 
 
 
 

In conclusion, monitoring progress on poverty reduction using money metrics only is a 
risky business that results in the labelling of a considerable segment of the population as 
undeserving and the underestimation of the efficiency and effectiveness of public action to 
reduce poverty. Canada does not need to reinvent the wheel; it just needs to complement 
money metrics with non-money metrics of material hardship. Reintroducing the collection 
of material deprivation data would be a relatively easy and low cost way of doing that. 
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