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� Canada’s employment downturn

� Since employment last peaked in October
2008, employment declined by 2.3%, or 400,000
individuals. Losses were concentrated among low-
pay and short-tenure jobs, recent immigrants, youth,
workers with lower levels of education, and lone
mothers.

� Employment also fell for those in the manufac-
turing sector, in permanent positions, and for those
with longer hours.

� Employment declined faster during the first few
months of the downturn than in previous
recessions, but employment levels stabilized sooner
this time. As a result, the losses after 12 months
were similar in proportion to those in the early
1990s downturn and proportionately smaller than
those in the early 1980s downturn.

� Contrary to what happened in the previous
downturns, the U.S. unemployment rate spiked
earlier and higher than the Canadian rate. This
was the first time since 1982 that the U.S.
unemployment rate surpassed the Canadian rate.

� Immigrant low-income rates:
The role of market income
and government transfers

� Between 1980 and 2005, the after-transfer, before-
tax low-income rate rose among immigrants from
17% to 22%, while it fell among the Canadian-
born.

� The rise in the low-income rate among immigrants
is primarily due to falling family earnings. The
market income-based low-income rate rose from
24% in 1980 to 33% in 2005.

� Low-income rates are also influenced by
government transfers. Among all immigrants, the
transfer system reduced the low-income rate by
29% in 1980 and by 34% in 2005. But this increased
effect was not sufficient to prevent low-income
rates from rising among immigrants.

� Low-income rates are higher among immigrant
children than children with Canadian-born parents
and the gap is increasing. These differences are
again largely related to differences in the market
income of their parents.

� Unlike the situation among other immigrant
groups, low-income rates fell among immigrant
seniors over the past quarter century. This reduction
was the result of both increasing family market
income and the transfer system’s increased tendency
to reduce low income over time.
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Canada’s employment
downturn

Sébastien LaRochelle-Côté and Jason Gilmore

Sébastien LaRochelle-Côté is with the Labour and Household Surveys Analysis Division. He can be reached at 613-951-0803.
Jason Gilmore is with the Labour Statistics Division. He can be reached at 613-951-7118 or both at perspectives@statcan.gc.ca.

F
or an extended period of time until October 2008,
employment levels were at an all-time high and
unemployment rates were near historic lows in

Canada. In the months that followed, a sudden down-
turn in the world economy caused widespread em-
ployment losses for the first time since the 1990/92
recession. Since many of these jobs were lost in the
early months of the recession, many observers were
concerned about the severity of the recession.

One year later, the perspective changed somewhat.
Employment losses moderated in the second half of
the year with declines in some months offset by gains
in other months. Still, questions remained about the
effects of the downturn on some specific groups.

This report examines year-over-year changes in em-
ployment levels (between October 2008 and October
2009) across demographic groups, various types of
families, and associated job characteristics. It also com-
pares how this 12-month period stacks up against the
first 12 months of the Canadian recessions of the early
1980s and early 1990s (see Data source and definitions).
The employment situations in Canada and United
States are also compared.

Results indicate that not all groups were equally af-
fected by employment losses and that some groups
even reported gains. Comparisons with earlier reces-
sions indicate that although job losses were steep in
the early months of the downturn, employment levels
stabilized earlier than in previous recessions.

Net loss of 400,000 jobs since
October 2008

In October 2009, employment in Canada was down
400,000 from the peak in October 2008, a loss of 2.3%
in seasonally adjusted figures.1 During the same
period, the unemployment rate rose from 6.3% to

Data source and definitions

This study uses data from the Labour Force Survey (LFS).
The LFS is conducted every month to collect information
about the labour market activities of the population at least
15 years of age, excluding residents of collective dwell-
ings, persons living on reserves and other Aboriginal set-
tlements, and full-time members of the Canadian forces.
Employed individuals are defined as those who had a job
during the reference week of the survey.

According to the Labour Force Survey, employment peaked
in October 2008 in Canada. In the LFS, employment
estimates for some demographic groups and job charac-
teristics are not seasonally adjusted. A detailed study of
employment changes since the peak therefore had to wait
until the release of October 2009 data because year-over-
year variations are less likely to be affected by the sea-
sonal adjustment process.

Employment ‘changes’ cannot be interpreted as the total
number of jobs lost during the recession. LFS employment
changes should be interpreted as net changes in employ-
ment levels since they represent the differences between
all losses and gains over the period.

8.6%. Previous monthly releases have shown impor-
tant variations across age groups, industries and
regions.

One key feature of the downturn is that younger indi-
viduals and men from age 25 to 54 have been more
affected by job losses (Table 1). Between October
2008 and October 2009, employment declined by
10.8% among young men under 25, and by 6.5%
among women in the same age group. Men in their
prime working years (25 to 54) were also affected as
employment declined by 3.3% over the period for
men in this age group. However, gains were seen
among those 55 and over, especially for women,
among whom employment increased by 6.0%.
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Table 1 Employment changes across age
groups

October October
2008 2009 Change

’000 %
Both sexes 17,194.7 16,794.8 -399.9 -2.3

Men
15 to 24 1,318.9 1,176.3 -142.6 -10.8
25 to 54 6,244.0 6,038.0 -206.0 -3.3
55 and over 1,496.1 1,525.0 28.9 1.9

Women
15 to 24 1,281.7 1,199.0 -82.7 -6.5
25 to 54 5,659.9 5,591.0 -68.9 -1.2
55 and over 1,194.2 1,265.5 71.3 6.0

Source: Statistics Canada, Labour Force Survey, seasonally adjusted data.

Table 2 Employment changes across regions

October October
2008 2009 Change

’000 %
Canada 17,194.7 16,794.8 -399.9 -2.3
Atlantic 1,114.7 1,105.9 -8.8 -0.8
Quebec 3,890.2 3,828.1 -62.1 -1.6
Ontario 6,719.0 6,513.1 -205.9 -3.1
Manitoba and
  Saskatchewan 1,126.6 1,123.2 -3.4 -0.3
Alberta 2,035.2 1,967.2 -68.0 -3.3
British Columbia 2,309.0 2,257.2 -51.8 -2.2

Source: Statistics Canada, Labour Force Survey, seasonally adjusted data.

Another well-known feature of this recession is that
some industrial sectors—particularly manufacturing,
construction, natural resources, transportation and
warehousing, and retail and wholesale trade—have
been more affected than others. Manufacturing indus-
tries, in particular, declined by 218,000 between Octo-
ber 2008 and October 2009, accounting for over
one-half of the net decline in employment over the
period.

Manufacturing has received more attention than some
other industries for reasons other than the scale of the
job losses. First, the declines in this sector began much
earlier. Manufacturing employment fell by 555,900
between 2004 and 2009. Thus the current downturn
merely accelerated a long-term trend in that industry
(Chart A). Second, while losses in most other indus-
tries were concentrated in the first five months of the
recession, employment declines in manufacturing con-
tinued into subsequent months.2  This complements
the findings of other studies focusing on the manufac-
turing sector (Bernard 2009).

The effects of the downturn varied across the country
(Table 2). With a decline of 205,900 (or -3.1%) over
the 12 months, the province of Ontario experienced
the greatest absolute employment losses, a fact likely
associated with the higher concentration of manufac-
turing industries in that province. Proportionately,
however, Alberta experienced the largest losses
(-3.3%). In contrast, employment declined much more

Chart A Manufacturing employment
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modestly in the Atlantic provinces (-0.8%) and
remained relatively stable in Manitoba and Saskatch-
ewan over the period. Losses in Quebec (-1.6%) were
slightly below the Canadian average, and British
Columbia (-2.2%) had employment declines similar to
Canada as a whole.

While the age, geographic and industrial dimensions
of the downturn are well-known, questions remain
about the impact on other population groups. In pre-
vious economic cycles, specific demographic groups
and types of jobs were more affected by downturns.
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Table 3 Employment changes across individual1

characteristics

October October
2008 2009 Change

’000 %
Total 17,270.7 16,909.4 -361.3 -2.1

Highest educational
attainment

Men
High school or less 2,300.8 2,181.8 -119.0 -5.2
Postsecondary certificate

or diploma 2,364.6 2,316.2 -48.4 -2.0
University degree2 1,637.6 1,627.5 -10.1 -0.6

Women
High school or less 1,746.0 1,682.8 -63.2 -3.6
Postsecondary certificate

or diploma 2,232.5 2,253.5 21.0 0.9
University degree2 1,724.6 1,703.4 -21.2 -1.2

Immigration status3

Immigrant, landed within
past 5 years 444.1 386.6 -57.5 -12.9

Immigrant, landed 5 to 10
years earlier 483.5 475.0 -8.5 -1.8

Immigrant, landed 11 years
earlier or more 1,570.8 1,589.0 18.2 1.2

Canadian-born 9,253.9 9,049.6 -204.3 -2.2

Aboriginal3, 4

Aboriginal 225.8 216.7 -9.1 -4.0
Non-Aboriginal 11,725.9 11,505.9 -220.0 -1.9

1. Population age 25 to 54.
2. At least a bachelor’s.
3. Based on a 3-month moving average.
4. Aboriginals living off-reserve only.
Source: Statistics Canada, Labour Force Survey, not seasonally adjusted.

Employment changes
across individual
characteristics3

Previous studies have shown that
higher levels of education have
been associated with more stable
employment during previous eco-
nomic cycles (Picot and Heisz
2000). The current downturn is no
exception.

Between October 2008 and Octo-
ber 2009, core working-age men
with a high school education or less
experienced the greatest employ-
ment losses (-5.2%), since many
were previously employed in in-
dustries like manufacturing and
construction (Table 3). Women
with a high school education or less
also experienced relatively high job
losses (-3.6%).

As previous studies indicate, the
number of employees was more
stable among workers with higher
educational attainment. Some job
gains were seen among women
with a college education (+0.9%)
and small losses were observed
among men and women with uni-
versity degrees (-0.6% and -1.2%
respectively).

Recent reports have documented
the relative deterioration in the
economic outcomes of immi-
grants, especially recently landed
immigrants (see Picot 2008 for a
review of these studies). The situa-
tion is similar in this downturn as
employment declined faster for im-
migrants who landed within the last
five years (-12.9%) than for the
Canadian-born (-2.2%). Again, the
bulk of the losses for these immi-
grants occurred in the manufactur-
ing industry. On the other hand,
immigrants who had been in
Canada for more than five years
experienced much smaller losses
than the Canadian-born over the
12-month period.

Among Aboriginal peoples age 25
to 54 (excluding those living on
reserves), the pace of employment
losses during this 12-month period
was double that of the non-
Aboriginal population (-4.0% vs.
-1.9%). Worthy of note is the fact
that Aboriginal peoples living off-
reserve continue to have higher un-
employment rates and lower
employment rates than non-
Aboriginal peoples.

The effects of the downturn also
differed by family type (Table 4).
Youth employment in all families
was particularly affected by this

downturn. Two-parent families
with younger children were nota-
bly affected over this 12-month
period, as employment fell by 2.5%
among mothers and 2.4% among
fathers in two-parent families with
at least one child under age 18. In
the first 12 months of the previous
two downturns, the fathers of
young children experienced more
significant declines in employment
than mothers.

Single mothers with younger chil-
dren also experienced high rates of
losses as their employment levels
fell by 6.8%. Conversely, single
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Table 4 Employment changes by economic family type

October October
2008 2009 Change

’000 %
Total 17,270.7 16,909.4 -361.3 -2.1

Unattached individuals 2,802.7 2,761.9 -40.8 -1.5

Husband–wife family
Youngest child age 0 to 17 5,841.7 5,632.4 -209.3 -3.6

Father 2,751.1 2,685.6 -65.5 -2.4
Mother 2,306.7 2,249.4 -57.3 -2.5
Other family member 784.0 697.5 -86.5 -11.0

Youngest child age 18 to 24 1,683.1 1,618.6 -64.5 -3.8
Father 269.5 252.4 -17.1 -6.3
Mother 248.0 239.2 -8.8 -3.5
Other family member 1,165.5 1,126.9 -38.6 -3.3

Single–parent family
Youngest child age 0 to 17 757.7 722.7 -35.0 -4.6

Father 120.8 126.3 5.5 4.6
Mother 453.4 422.6 -30.8 -6.8
Other family member 183.5 173.8 -9.7 -5.3

Youngest child age 18 to 24 362.0 358.0 -4.0 -1.1
Father 45.7 49.9 4.2 9.2
Mother 119.3 128.6 9.3 7.8
Other family member 196.9 179.5 -17.4 -8.8

Husband–wife family with
  youngest child age 25 and over 646.0 613.2 -32.8 -5.1
Husband–wife family with
  no own children 4,131.1 4,066.1 -65.0 -1.6
Other economic families 1,046.4 1,136.5 90.1 8.6

Source: Statistics Canada, Labour Force Survey, not seasonally adjusted.

fathers with younger children had
an employment gain of 4.6% over
the period.4 These recent changes
in employment for both single
mothers and single fathers are con-
sistent with what occurred during
the first 12 months of the previous
two downturns.

Employment growth among indi-
viduals in ‘other economic families’
(e.g., adult siblings living together,
an older parent living with an older
child) was influenced by an increase
in the number of individuals join-
ing such families over this one-year
period.

Employment changes
across job characteristics

Other studies have shown that a
period of employment downturn
is typically associated with
compositional changes in job type.
One such example is self-employ-
ment, which tends to increase dur-
ing periods of economic hardship
(Picot and Heisz 2000).

Since October 2008, the number of
those who were self-employed in
their main job increased by 3.9%,
spurred by significant growth after
the first seven months of the

downturn (Chart B). 5 Conversely,
main-job employment among both
private sector and public sector
employees fell at roughly the same
pace during the first few months
of the downturn. In the seven
months since then, the number of
public sector employees remained
stable while private sector employ-
ment continued to fall. The private
sector trend reflects continuing dif-
ficulties in manufacturing, con-
struction, transportation and
warehousing.

The extent of employment losses
also varied considerably by
hours of work, tenure, job status,
unionization and wage category
(Table 5).6

From the beginning of the down-
turn, losses in full-time employ-
ment were significant (-2.2%), and
larger than among part-timers
(-1.6%). Declines among those
with longer hours—that is, 40 or
more hours (-4.6% and -4.5%
respectively) were especially signifi-
cant. Conversely, the number of
employees with a shorter full-time
schedule—between 30 and 34
hours—rose over the period
(+8.2%). This decline in longer
hours and growth in shorter full-
time schedules is consistent with
changes in hours during the first 12
months of the previous two down-
turns. These changes may not be
exclusively the result of job losses,
as they could also be the result
of reduced work hours among
employed workers.

Employment losses were also con-
centrated among permanent
employees. From October 2008 to
October 2009, the number of per-
manent employees declined by
3.8%, while the number of tempo-
rary employees increased by 0.7%.
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Table 5 Employment changes by characteristics of main job

October October
2008 2009 Change

’000 %
Total 17,270.7 16,909.4 -361.3 -2.1

Part-time workers 3,275.5 3,221.7 -53.8 -1.6
01 to 14 hours 1,069.1 1,051.3 -17.8 -1.7
15 to 29 hours 2,206.4 2,170.4 -36.0 -1.6

Full-time workers 13,995.2 13,687.8 -307.4 -2.2
30 to 34 hours 1,173.9 1,269.7 95.8 8.2
35 to 39 hours 3,666.5 3,680.4 13.9 0.4
40 hours 6,557.8 6,257.6 -300.2 -4.6
Over 40 hours 2,597.0 2,480.1 -116.9 -4.5

Current job tenure
1 year or less 3,723.4 3,060.7 -662.7 -17.8
More than 1 to 5 years 5,447.3 5,674.6 227.3 4.2
More than 5 years 8,099.9 8,174.2 74.3 0.9

Permanent job1 12,808.5 12,318.9 -489.6 -3.8
Temporary job1 1,806.8 1,820.0 13.2 0.7

Union coverage1 4,549.7 4,471.3 -78.4 -1.7
No union coverage1 10,065.5 9,667.6 -397.9 -4.0

Hourly wages1

Less than $10.00 1,671.7 1,256.8 -414.9 -24.8
$10.00 to $19.99 6,027.4 5,895.4 -132.0 -2.2
$20.00 to $29.99 3,896.9 3,816.0 -80.9 -2.1
$30.00 to $39.99 1,921.9 1,931.7 9.8 0.5
$40.00 and over 1,097.3 1,239.1 141.8 12.9

1. Paid employees only.
Source: Statistics Canada, Labour Force Survey, not seasonally adjusted.

Chart B Index of employment by class of
worker

Source: Statistics Canada, Labour Force Survey, seasonally adjusted
data.

Workers a with short employment
tenure were also significantly af-
fected by the downturn, as employ-
ment declined by 662,700 (-17.8%)
among those who had a tenure of
one year or less. Conversely, there
was an increase (+4.2%) in the
number of workers among work-
ers who had 1 to 5 years in their
current jobs, and little change in the
number of workers with more than
5 years in their current jobs. The
extent of the losses likely reflects
both the loss of employment
among short-tenured positions and
the lack of hiring.

Non-unionized workers were pro-
portionately more affected by
employment declines (-4.0%) than
unionized workers (-1.7%)
between October 2008 and Octo-
ber 2009. This reflects the concen-
tration of union jobs in the more
stable public sector.

Studies have shown that periods of
economic decline can alter the dis-
tribution of earnings (Heisz et al.
2002). Employees earning less than

$10 per hour saw the largest decline in employment
over the period (-24.8%), followed by those who
earned $10.00 to $19.99 per hour (-2.2%). Among
those earning less than $10, employment losses were
largely concentrated in manufacturing, wholesale and
retail trade, and accommodation and food services.
The large loss of low-wage and short-tenured jobs is
consistent with the particular difficulties noted for
younger workers and very recent immigrants since they
are overrepresented in these types of jobs.

Meanwhile, the number of employees who earned $30
or more per hour grew—especially those earning at
least $40 per hour (+12.9%). Women accounted for
two-thirds of the increase in those earning at least $40
per hour, particularly those working in industries such
as health care and social assistance, educational serv-
ices, and public administration, as well as finance, real
estate, rental and leasing.
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Comparisons with earlier recessions

In this section, recent employment trends are com-
pared with two previous downturns (based on sea-
sonally adjusted figures). More specifically, the number
of jobs just before the downturn is indexed to 100
and then tracked for the first 12 months of the three
most recent employment downturns: June 1981 to
June 1982, April 1990 to April 1991, and October
2008 to October 2009.

Employment declined much faster in the early months
of the current downturn compared with the first few
months of the 1981 and 1990 recessions (Chart C).
Five months after the October 2008 peak, employ-
ment had fallen by 2.1%, compared with 0.8% in 1981
and 0.6% in 1990.

On the other hand, employment levels began to stabi-
lize after the first 5 months of the current recession,
while employment losses after the peak lasted 17
months in 1981/82 and 11 months in 1990/91. As a
result, the job losses after 12 months were similar in
proportion to the previous recession of the 1990s
(-2.3%), and proportionately smaller than the reces-
sion of the 1980s (-3.9%). Even though such results
might suggest that the labour market is getting back
on track faster than in earlier recessions, history indi-
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Chart C Index of employment for last three
downturns, the first 12 months

Source: Statistics Canada, Labour Force Survey, seasonally adjusted
data.

cates that employment recovery is not always a smooth
upward path. For example, in the downturn of the
early 1990s, the first 11 months of employment
declines were followed by 6 months of modest
growth, only to be followed by another 7 months of
declines.

Canada–U.S. comparisons

Comparisons with employment losses sustained by
Canada’s major trading partner, the United States, are
also of interest due to the high volume of trade
between the two countries. Employment estimates
from the two countries cannot be directly compared
because of differences in survey design, but some
comparisons can be made using unemployment rates7

(Chart D). Since employment in the United States last
peaked in December 2007, conceptually comparable
unemployment rates for both countries are examined
for the period between December 2007 and October
2009.

During the first six months of 2008, Canadian and
American unemployment rates were almost at parity.
Shortly thereafter—and for the first time since 1982—
the U.S. unemployment rate surpassed the rate in
Canada as the recession began to have a strong impact

Source: Statistics Canada, Labour Force Survey, adjusted to U.S.
concepts; U.S. Census Bureau, Current Population Survey,
seasonally adjusted data.

Chart D Unemployment rate in Canada and
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on the U.S. labour market. Since the beginning of the
downturn in Canada, the unemployment rate also
increased in Canada, but at a slightly slower pace than
the United States. As a result, the Canadian rates have
remained consistently below American figures since
May 2008. During the previous two recessions, the
Canadian labour market experienced the larger increase
in unemployment rates.

It should be noted that the higher U.S. rate is related
to greater job losses in financial, professional and busi-
ness industries. According to the U.S. Current
Employment Statistics (CES) survey, the financial and
business sector accounted for nearly 25% of all job
losses south of the border between October 2008 and
October 2009.8 In comparison, the number of jobs in
these industries rose in Canada during that period,
albeit modestly.

Summary

For the first time since the 1990/92 recession,
employment declined by significant margins in Canada.
Since employment last peaked in October 2008, it sub-
sequently declined by 2.3%, or 400,000 individuals.
While many facts about the recession are relatively well-
known—including larger employment declines among
youth, men and workers in manufacturing industries—
a series of questions remain about employment losses
among other groups of workers and types of jobs.

Since the last employment peak in October 2008, it is
now possible to examine annual variations in employ-
ment levels for a wider variety of population groups
without having to deal with seasonal variation issues.
In this report, year-over-year changes in employment
levels were examined across a variety of personal,
family and job characteristics. Comparisons with pre-
vious downturns and with the recent evolution of the
U.S. labour market were also presented.

Employment losses in the current downturn were con-
centrated at the low end of the pay and tenure scale,
thus disproportionately affecting those who tend to
hold these jobs. Heavy employment losses were noted
for very recent immigrants, young workers and those
with lower levels of education. Other demographic
groups were also proportionately more affected by
losses: lone mothers, parents of younger children and
non-unionized workers.

Despite the concentration of employment losses at the
bottom of the pay scale, jobs typically not seen as ‘vul-
nerable’ were also disappearing. For example, employ-
ment declined faster among individuals working more
than 40 hours per week and among permanent work-
ers. And the loss of manufacturing employment that
began in 2004 accelerated in the 12-month period from
October 2008 to October 2009. On the other hand,
the number of jobs with very high rates of pay
increased over this period.

Results also indicate that this downturn differs from
the previous ones in at least two ways. First, even
though employment declined faster during the first
few months than in previous downturns, it stabilized
sooner in the current recession. As a result, employ-
ment losses after 12 months were similar in propor-
tion to those in the early 1990s downturn and
proportionately smaller than those in the early 1980s
downturn. Second, the U.S. labour market was
affected earlier, and continues to be in a deeper slump
compared to Canada. In May 2008, the U.S. unem-
ployment rate surpassed the Canadian rate for the first
time since 1982 and that gap has yet to close.

� Notes

1. Data not seasonally adjusted declined by 2.1%, or
360,000.

2. Losses have been particularly significant in transportation
equipment manufacturing, furniture and related product
manufacturing, fabricated metal product manufacturing,
computer and electronic product manufacturing, and
paper manufacturing.

3. In this section, employment changes are examined for
prime-age workers only because overall results for per-
sonal characteristics tend to be disproportionately af-
fected by the age composition of individuals within
groups. The data have not been adjusted for seasonal
variations. Although this affects absolute employment
variation figures, changes in percentage terms are barely
affected.

4. The sample size for lone fathers is relatively small.

5. Chart B is based on seasonally adjusted figures.

6. The numbers in Table 5 are not seasonally adjusted.

Perspectives
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7. The Canadian unemployment rates have been adjusted
to ensure that they are based on the same population
covered by the Current Population Survey, the American
equivalent of the Labour Force Survey.

8. The CES collects information about non-farm employ-
ment on a monthly basis. Results for October 2009 are
based on preliminary data.
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T
he decline in earnings among immigrants
over the past quarter century is well docu-
mented. Previous studies have identified several

factors underlying immigrants’ deteriorating labour
market outcomes. The first is the shift in immigrant
source countries from Europe and the United States
to Asia and Africa, and the associated change in
related characteristics, for example proficiency in offi-
cial languages, perceived or real differences in educa-
tional systems, and cultural differences that may
influence labour market outcomes. The second factor
is the general decline in labour market entry earnings
during the 1980s and 1990s that affected both ‘recent’
immigrants and the Canadian-born alike. The third set
of factors relates to the decline in earnings returns to
foreign work experience and other immigrant specific
characteristics (Picot and Sweetman 2005, Reitz 2007,
and Picot 2008).

Census data suggest that, in 1980, ‘very recent’ male
immigrants (in Canada five years or less) earned on
average about 85% that of the comparable Canadian-
born. By 2005, this number had fallen to around 65%.
As their relative earnings at entry declined, immigrants
arriving since the 1980s needed more time to achieve
earnings parity with Canadian-born workers. The
earnings of immigrants entering Canada in the late
1970s approached those of the comparable Canadian-
born after 15 to 20 years. However, the earnings of
immigrants entering during the late 1980s and 1990s
will likely take much longer to converge with those of
the Canadian-born (Frenette and Morissette 2005).

But these are trends in average earnings. Less well-
known is the fact that the earnings decline was greater
at the bottom of the earnings distribution than at the
top (Lemieux 2008). This phenomenon had a signifi-
cant effect on trends in low-income rates among
immigrants since they were more concentrated at the

bottom of the earnings distribution than Canadian-
born workers. Picot and Hou (2003) found a signifi-
cant rise in low-income rates among both entering
immigrants and those who had been in Canada for
many years.

Trends in low-income rates provide an important
measure of family economic welfare at the bottom of
the income distribution. Since low-income rates are
based on total family income, which includes govern-
ment transfer payments and investment and pension
income, as well as employment earnings, they provide
a more inclusive picture of the economic resources
available to families than studies of earnings alone. And
the vast majority of studies on the economic integra-
tion of immigrants are based on individual earnings
only, rather than total family income. Moreover, this
study uses the economic family concept which includes
extended family living arrangements that are more
common among immigrants.

This article provides an overview of the trends in low-
income rates among immigrant groups and the Cana-
dian-born population (see Data source and definitions).
The main issue is whether the change in low-income
rates was associated primarily with changes in market
income (mostly income from employment) or the
social transfer system (for example, Employment
Insurance [EI] benefits, social assistance, and child ben-
efits). Analysis is conducted for immigrants as a whole,
and separately for immigrant children and immigrant
seniors.

Low-income rates increasing among
immigrants relative to Canadian-born

Between 1980 and 2000, the after-transfer, before-tax
low-income rate rose among immigrants from 17%
to 20%, while it fell among the Canadian-born from
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Table 1 Low-income rates by immigration status, 1980 to 2005

Years since immigration
Canadian-

Total born Immigrants 5 or less 6 to 10 11 to 15 16 to 20 Over  20

After-transfer, before-tax %
  low-income rate
1980 17.1 17.2 17.0 24.6 18.7 14.4 14.7 16.7
1985 18.7 18.5 19.3 34.2 26.0 19.8 15.9 16.5
1990 15.5 15.1 17.1 31.3 24.2 19.0 15.2 12.6
1995 19.1 17.6 24.7 47.0 35.3 27.2 22.1 15.5
2000 15.6 14.3 20.2 35.8 28.3 22.7 19.1 13.3
2005 15.3 13.3 21.6 36.0 28.0 25.8 21.5 13.3

Low-income rates relative
  to the Canadian-born
1980 ... ... 1.0 1.4 1.1 0.8 0.9 1.0
1985 ... ... 1.0 1.8 1.4 1.1 0.9 0.9
1990 ... ... 1.1 2.1 1.6 1.3 1.0 0.8
1995 ... ... 1.4 2.7 2.0 1.6 1.3 0.9
2000 ... ... 1.4 2.5 2.0 1.6 1.3 0.9
2005 ... ... 1.6 2.7 2.1 1.9 1.6 1.0

Note: The sample size for the smallest cell in this table is 67,000.
Source: Statistics Canada, Census of Canada, 20% sample microdata files, 1981 to 2006.

Data source and definitions

This study is based on 1981, 1986, 1991, 1996, 2001 and 2006
Census data. Immigrants who came to Canada in the census
year or the year prior to the census year are excluded because
the annual income information is either unavailable or incom-
plete.1 Immigrant children are defined as persons age 0 to 17
and who were born abroad to non-Canadian parents, or those
who are born in Canada in families where the person with the
highest income is an immigrant.2 Immigrant seniors are those
age 65 or over.

Statistics Canada’s low-income cut-offs (LICOs, 1992 base,
after government transfers and before income taxes) were used
to determine low-income status. The LICOs are ‘fixed’ low-
income cut-offs, adjusted only for the changes in the Consumer
Price Index (CPI). Low-income rates are based on economic
family income after transfer and before tax because, prior to
the 2006 Census, information on income tax paid was not
collected in the census. Other low-income measures (LIMs)—
like fixed-base LIMs3—are quite close to the LICOs and are
very unlikely to produce substantively different trends.

A person is defined as in low income if his economic family
income is below the LICO. An ‘economic family’ refers to a
group of two or more persons who live in the same dwelling

and are related to each other by blood, marriage, common-
law relationship or adoption. Individuals living alone or with
unrelated persons are treated as ‘one-person families.’ All
individuals in the same economic family will have the same
low-income status. Thus, an individual’s low-income status is
affected by the income of all family members. Although multi-
generational families are not common in general, they are more
prevalent among some immigrant groups. Therefore, low-
income rates of elderly immigrants are more likely to be
affected by earnings of adult children with whom they live.

In this study, family income is split into two components:
market income and government transfers. Market
income includes employment income, investment income, pri-
vate retirement pensions, superannuation and annuities and
other money income. Government transfer payments
include Employment Insurance (EI), Old Age Security (OAS),
Guaranteed Income Supplement (GIS), Canada or Quebec
Pension Plan, and child benefits, as well as other government
transfers (including social assistance and workers’ compensa-
tion).

17% to 14% (Table 1).4 This tendency towards rising
rates among immigrants and falling rates among the
Canadian-born continued during the more recent 2000
to 2005 period. In 2005, about 22% of immigrants
were in low income.

There are some exceptions to this general trend. First,
the low-income rate trends among immigrants in
Canada for more than 20 years have resembled those
of the Canadian-born. This group consists primarily
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Chart A  Relative (to Canadian-born) low-
income rates among immigrants
by years since immigration

Source: Statistics Canada, Census of Canada, 20% sample
microdata files, 1981 to 2006.

of immigrants from the developed nations of Europe
who arrived before 1980. In addition, there may be
groups within the Canadian-born whose low-income
rates have risen, counter to the general downward
trend. Low income is concentrated among five
groups: lone parents, off-reserve Aboriginal peoples,5

persons age 45 to 64 and not in families, those with
work-limiting disabilities, and recent immigrants
(Hatfield 2003). Of these groups, only recent immi-
grants experienced significant low-income rate
increases between 1989 and 2006. The rate declined
significantly among lone mothers and was stable
among the remaining groups (Picot and Michaud
2007).

Of course, low-income rates rise in economic reces-
sions and fall in expansions. Such cyclical variations
can mask long-term trends. Hence, a better way to
report trends is to focus on relative low-income trends
among immigrants, that is to say their low-income rate
relative to that of the Canadian-born. Any fluctuation
in the rates associated with the business cycle is likely
to affect the trends for the Canadian-born as well as
for immigrants. Therefore the comparison with the
Canadian-born provides a rough control for business
cycle effects.6 In 1980, immigrants had a low-income
rate that was roughly equal to that of the Canadian-
born. This relative rate remained roughly constant
until 1990, and then rose to 1.4 by 1995, and 1.6 by
2005. In other words, the low-income rate was 60%
higher for immigrants than for the Canadian-born in
2005.

Another important factor that affects low-income
rates is the number of years immigrants have been in
Canada. Earnings rise with years spent in Canada. Thus,
low-income rates are highest among very recent
immigrants (in Canada for five years or less). In 1980,
very recent immigrants had low-income rates that
were 1.4 times higher than those of the Canadian-born,
while immigrants in Canada between 11 and 15 years
posted relative rates below 1.0—lower than the rate
for the Canadian-born.

Relative low-income rates generally rose among most
immigrant groups over the 1980 to 2005 period (Chart
A). In 2005, the after-transfer/before-taxes low-in-
come rate among very recent immigrants was 2.7 times
higher than that of the Canadian-born. Among immi-
grants in Canada for 11 to 15 years, it was 1.9 times
higher.
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Factors affecting low-income rates

There are three major factors that influence aggregate
low-income rates: the labour market, through employ-
ment and earnings; the government, through direct and
indirect effects of transfer programs;7 and demo-
graphic change, like the increase in the number of sin-
gle-parent families, which can cause the aggregate rate
to rise. This section focuses on market income and the
direct effect of transfers.8 Immigrant low-income rates
may have risen because market income (mainly em-
ployment income) fell among immigrants, the transfer
system reduced the low-income rate to a lesser extent
in 2005 than in 1980, or for both reasons.

To determine the relative importance of these two fac-
tors, low-income rates are first computed based on
market income. This calculation indicates how many
families would be in low income based on market in-
come only, thus providing a direct measure of the ex-
tent to which the rise in low-income rates was related
to changes in family market income. Transfer income
is then added to family market income and low-
income rates are recomputed.9 The difference between
the low-income rates before and after transfers pro-
vides a measure of the direct effect of the transfer sys-
tem on low-income rates.
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Chart B Market-based and after-transfer low-income rates, all age groups

Source: Statistics Canada, Census of Canada, 20% sample microdata files, 1981 to 2006.
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This analysis examines the relative role that market
income and transfers played in the change of low-
income rates among immigrants.10 To examine longer-

term trends, this study focuses on 1980, 1990, 2000
and 2005, years that are roughly comparable with
respect to the business cycle.
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The situation for all immigrants is straightforward. The
market income-based low-income rate rose signifi-
cantly over the period, from 24% in 1980 to 33% in
2005, a 36% increase (Chart B). Hence, declining fam-
ily market income resulted in a significant rise in the
rate. The after-transfer low-income rate is lower, as
transfers increase family income and reduce the
number of people in low income. The after-transfer
rate rose from 17% to 22% over the period, a 27%
increase (Table 4). Since the increase in the rate was
lower after transfers than before transfers, this implies
that the transfer system increasingly offset market-
based low income over the 1980 to 2005 period.

The transfer system offset can be seen more directly
by measuring the percentage-point reduction in the
low-income rate due to transfers. This distance
between immigrants and the Canadian-born was larger
in 2005 (11 percentage points) than in 1980 (7 per-
centage points). This same effect of the transfer sys-
tem on rate reduction is also shown on a percentage
basis rather than a percentage-point basis. The transfer
system reduced the low-income rate by 29% in 1980,11

36% in 1990, 37% in 2000, and 34% in 2005. Whether
calculated on an absolute percentage-point basis or a
percent-reduction basis, the transfer system reduced
the immigrant low-income rate more in 2005 than in
1980. Most of this change took place during the 1980s.

The rise in the low-income rate among all immigrants
is due primarily to falling family earnings.12 The situa-
tion is similar for most other immigrant populations
examined, including very recent immigrants and those
in Canada for over 20 years.

Low-income trends among immigrant
children

Analysts often focus on low-income rates among chil-
dren because growing up in low-income families may
affect future opportunities for these children. Immi-
grant children are defined as those born to two immi-
grant parents or born in a family where an immigrant
parent is the highest income earner.

The low-income rate among immigrant children is
higher than that among other immigrants and the
Canadian-born, and has been increasing at a more
rapid rate. Immigrant children had a low-income rate
of 27% in 2005, compared with 22% for immigrants
of all ages, and 15% for children of Canadian-born
parents. Immigrant children’s low-income rate
increased from 16% in 1980, to 25% in 2000, and to
27% in 2005—an increase of 66% over the period,
compared with 27% for immigrants as a whole. This
rise occurred while the rate among Canadian-born
children was falling (Table 2).

Table 2 Low-income rates among children age 0 to 17 by immigration status1

Years since immigration
Canadian-

Total born Immigrants 5 or less 6 to 10 11 to 15 16 to 20 Over  20

After-transfer, before-tax %
  low-income rate
1980 19.1 19.8 16.5 28.0 21.2 16.1 16.3 12.2
1985 20.7 20.9 19.8 39.5 28.5 22.0 17.3 13.5
1990 17.5 17.1 19.0 37.4 27.2 21.8 17.2 10.4
1995 22.1 20.0 30.2 55.8 40.7 32.0 25.8 16.0
2000 17.6 15.5 24.9 41.9 34.2 27.3 22.1 13.1
2005 18.0 14.8 27.4 42.4 31.7 31.0 25.3 14.2

Low-income rates relative
  to Canadian-born
1980 ... ... 0.8 1.4 1.1 0.8 0.8 0.6
1985 ... ... 0.9 1.9 1.4 1.1 0.8 0.6
1990 ... ... 1.1 2.2 1.6 1.3 1.0 0.6
1995 ... ... 1.5 2.8 2.0 1.6 1.3 0.8
2000 ... ... 1.6 2.7 2.2 1.8 1.4 0.8
2005 ... ... 1.9 2.9 2.1 2.1 1.7 1.0

1. Based on the immigration status of the highest earner in the family.
Source: Statistics Canada, Census of Canada, 20% sample microdata files, 1981 to 2006.
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Chart C Market-based and after-transfer low-income rates, children age 0 to 171

1. Immigrants status was that of the highest earning in the economic family with children age 0 to 17.
Source: Statistics Canada, Census of Canada, 20% sample microdata files, 1981 to 2006.
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The low-income rate is highest among children whose
parents recently came to Canada, and falls with time
spent in Canada. The rate among children in families
who recently arrived in Canada (during the previous 5
years) was 42% in 2005, up from 28% in 1980.

Relative roles of family market income
and transfers

In 2005, the low-income rate among immigrant chil-
dren was higher than that for children with Canadian-
born parents or working-age immigrants (age 18 to
59) (Chart C). This difference was entirely associated
with lower market income among immigrant families
with children. Market-based low-income rates were
14 percentage points higher among immigrant chil-
dren than Canadian-born children in 2005, at 36% ver-
sus 22% (Table 5). The transfer system reduced these
rates by 9 percentage points among immigrant chil-
dren, and 8 among the Canadian-born. Transfers
reduced the low-income gap between these two
groups to a limited extent.

A similar situation emerges when immigrant children
are compared with working-age immigrants. The 2005
market-based low-income rate was 35% (or 10 per-
centage points) higher among immigrant children than
among immigrants age 18 to 59. After transfers are
included, this difference is reduced to 30% (or 6 per-

centage points). In that year, transfers reduced the low-
income rate more among children in immigrant fami-
lies (9 percentage points) than among the working-age
immigrant population (6 percentage points) (Table 6).
The difference between the low-income rate for chil-
dren and the working-age population is associated
with differences in family earnings.

Low-income trends among immigrant
seniors

While the low-income rate has been rising among the
immigrant population as a whole, and immigrant chil-
dren in particular, it has been falling among immigrant
seniors. This downward trend is not restricted to im-
migrant seniors—the rate also fell among Canadian-
born seniors. Since the 1970s, the low-income rate has
fallen faster among seniors than for any other popula-
tion group. And internationally, Canada went from
having one of the highest low-income rates for sen-
iors among Western nations in the late 1970s to one of
the lowest by the 2000s (Smeeding 2003, Picot and
Myles 2005). This trend was related to changes in trans-
fer programs, the maturation of the Canada and Que-
bec Pension Plans (CPP/QPP), and increasing private
pension income (Myles 2000). Low-income rates also
fell for immigrant seniors (Chart D), but for some-
what different reasons.
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Chart D Low-income rates among immigrant
children and seniors

Source: Statistics Canada, Census of Canada, 20% sample
microdata files, 1981 to 2006.
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The low-income rate was cut in half between 1980
and 2005 among immigrant seniors, from 34% to 17%
(Table 3). The rate in 2005 was only marginally higher
among immigrant seniors than among Canadian-born
seniors (13%). The relative rate (relative to the Cana-

Table 3 Low-income rates by immigration status for seniors age 65 or over

Years since immigration
Canadian-

Total born Immigrants 5 or less 6 to 10 11 to 15 16 to 20 Over  20

After-transfer, before-tax %
  low-income rate
1980 29.8 28.1 33.8 31.5 32.3 29.0 32.7 34.2
1985 23.8 23.0 26.0 34.7 38.6 27.4 25.9 24.9
1990 19.4 18.9 20.8 28.8 33.5 27.7 24.8 19.0
1995 19.2 18.1 22.1 38.1 36.7 29.5 29.5 19.5
2000 16.8 16.0 18.6 27.0 21.9 23.7 25.0 17.5
2005 14.3 13.3 16.6 27.2 29.9 27.7 27.6 14.2

Low-income rates relative
  to Canadian-born
1980 ... ... 1.2 1.1 1.1 1.0 1.2 1.2
1985 ... ... 1.1 1.5 1.7 1.2 1.1 1.1
1990 ... ... 1.1 1.5 1.8 1.5 1.3 1.0
1995 ... ... 1.2 2.1 2.0 1.6 1.6 1.1
2000 ... ... 1.2 1.7 1.4 1.5 1.6 1.1
2005 ... ... 1.3 2.0 2.3 2.1 2.1 1.1

Source: Statistics Canada, Census of Canada, 20% sample microdata files, 1981 to 2006.

dian-born of the same age) has changed little. It stood
at 1.2 times that of the Canadian-born of the same age
in 1980, and 1.3 in 2005.

The decline in low-income rates was heavily concen-
trated among elderly immigrants in Canada for over
20 years: the rate fell by 58% among this group
between 1980 and 2005, and by 13% among very re-
cent immigrant seniors. Very recent immigrants age
65 or over have seen their relative (to the Canadian-
born) rate increase from around 1.1 in 1980 to 2.0 in
2005 (although their actual rates fell). In 2005, immi-
grant seniors in Canada for less than 20 years had low-
income rates, at around 28%, significantly higher than
Canadian-born seniors, at 13%.

The low-income rate among immigrant seniors fell
both because the economic families in which they lived
had higher market income, and because transfers
increasingly reduced seniors’ low-income rates. How-
ever, the effect of rising market income was larger.

The market-based low-income rate among immigrant
seniors fell by 20% (from 62% to 49%) over the past
quarter century as a result of increased family market
income (Chart E). In particular, it fell by almost 10%
between 2000 and 2005. This trend runs counter to
that for all other groups of immigrants, among whom
market-based low-income rates increased. Market
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Chart E Market-based and after-transfer low-income rates, population age 65 and over

Source: Statistics Canada, Census of Canada, 20% sample microdata files, 1981 to 2006.
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income rose among economic families in which sen-
iors lived, and fell among all other immigrant age
groups. This may have as much to do with the forma-
tion of an increasing number of intergenerational im-
migrant families, in which a younger member of the
family is working, as with the employment trends
among immigrant seniors themselves.

Immigrant seniors and the transfer
system

Increases in government transfers have also tended to
reduce the low-income rate among immigrant seniors,
just as they did among the Canadian-born. In 1980,
transfers reduced the low-income rate by 28 percent-
age points among immigrant seniors and by 33 per-
centage points in 2005 (Table 7). Hence, both increased
market income and rising transfers contributed to the
decline in the low-income rate among immigrant sen-
iors. However, market income played a larger role.
Of the 17 percentage-point decline in the low-income
rate over the past quarter century, 12 percentage points
were associated with market income effects and 5 per-
centage points with the direct effect of transfers. This
result is particularly evident in the recent past. Between
2000 and 2005, the market-based rate fell by 10%, but
transfers reduced the rate less in 2005 than in 2000.

Low-income rates are based on the total income of
the economic family in which seniors live. The earn-
ings and income sources of other family members are
included. If, for example, immigrant seniors were
more likely to live in multi-generational economic
families with more younger earners in 2005 than in
1980, this would be reflected in the rising market
income available to seniors. Differences through time
in the ethnic composition of immigrant seniors and
their tendency to live in multi-generational families
could result in such an outcome.

There is some evidence to suggest that such a change
in the living arrangements of seniors did take place.
One-quarter of immigrants 65 or older were living in
an economic family with a member in the 25 to 59 age
group (and hence likely to be employed) in 1980. By
2005, one-third of immigrant seniors were in such
families. And among very recent immigrant seniors,
the proportions were much higher: 69% in 1980, ris-
ing to 76% in 2005.13

The family situation of immigrant seniors is important
since the less time they have been in Canada, the lesser
the effect of the transfer system on their low-income
rates.
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Transfer payments received by many immigrant sen-
iors during their first 10 years in Canada are influenced
to some extent by the eligibility rules associated with 3
major sources of transfers for seniors—Old Age
Security (OAS), Guaranteed Income Supplement
(GIS), and social assistance. The transfer system
reduces the low-income rate comparably to Canadian-
born seniors only among those in Canada for more
than 20 years.

The OAS is generally not available to individuals who
have been in Canada for less than 10 years and is
prorated until they have spent 40 years in the coun-
try.14 The GIS is available to augment the OAS, even
in the event of a partial OAS pension, but again usually
after 10 years in Canada. And finally, the ‘sponsorship
agreement’ accepted by those sponsoring family-class
immigrants does not allow immigrant seniors to col-
lect social assistance during their initial years in
Canada15 (see Baker et al. 2009 for a description of
these rules and their effects).

The longer immigrant seniors stay in Canada, the more
the transfer system reduces their low-income rate. In
2005, the transfer system reduced the low-income rate
by 9 percentage points for immigrant seniors in
Canada for 5 years or less, and by 15 percentage points
for immigrants in Canada for 6 to 10 years, compared
with 39 percentage points for Canadian-born seniors,
and 36 percentage points for immigrant seniors in
Canada for more than 20 years.

Summary

Over the past quarter century, low-income rates have
been rising among immigrants and falling among the
Canadian-born. In most cases, the differing trends for
immigrants and the Canadian-born are determined
primarily by differences in family labour market
income. The falling relative earnings of immigrants are
the subject of numerous studies (see Picot and
Sweetman 2005 and Reitz 2007 for reviews).

Low-income rates are also influenced by government
transfers. In Canada, the direct effects of the income
transfer system reduced the low-income rate more in
2005 than in 1980 for both the Canadian-born and
immigrants. Most of this change took place during the
1980s. But among immigrants, this increased effect
was not sufficient to prevent low-income rates from
rising (except among immigrant seniors), since the
‘amount of work’ the transfer system had to do also
increased significantly as earnings fell.

Low-income rates are higher among immigrant chil-
dren than other immigrant age groups and children
with Canadian-born parents. Furthermore, low-
income rates have been rising faster among immigrant
children than other groups of immigrants. This has
been occurring while rates have been falling among
their Canadian-born counterparts. These differences
are again largely related to differences in the market
income of their parents.

The reduction in the low-income rate among seniors
in Canada has been well documented. This trend is
also observed among immigrant seniors, but for dif-
ferent reasons. Unlike the situation among other
immigrant groups, low-income rates fell among im-
migrant seniors over the past quarter century. This re-
duction was the result of both increasing family market
income and the transfer system’s increased tendency
to reduce low income over time. However, the mar-
ket-income effect was larger—most of the decline was
associated with lower market-based low-income rates
among immigrant seniors.

Among immigrant seniors in Canada for 10 years or
less, low-income rates declined only slightly. And their
rates relative to Canadian-born seniors doubled over
the past quarter century. The rate-reducing effect of
transfers is much less for this group of immigrant sen-
iors than for long-term immigrant seniors.

Perspectives
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Table 4 Direct effect of transfer system on market income-based low-income rates, all ages

Years since immigration
Canadian-

Total born Immigrants 5 or less 6 to 10 11 to 15 16 to 20 Over  20

Market income-based %
  low-income rate

1980 24.5 24.6 24.1 28.5 22.7 18.4 19.3 26.9

1985 28.0 28.0 28.2 39.7 31.8 25.6 21.2 28.9

1990 25.3 24.9 26.7 38.5 31.1 26.2 21.1 25.1

1995 30.7 29.1 37.0 55.7 44.2 37.2 31.3 30.8

2000 26.3 24.7 32.0 44.0 37.7 31.7 28.2 28.1

2005 25.5 23.2 32.7 43.4 35.2 34.3 29.4 28.4

Market-based rates relative
  to Canadian-born

1980 ... ... 1.0 1.2 0.9 0.7 0.8 1.1

1985 ... ... 1.0 1.4 1.1 0.9 0.8 1.0

1990 ... ... 1.1 1.5 1.2 1.1 0.8 1.0

1995 ... ... 1.3 1.9 1.5 1.3 1.1 1.1

2000 ... ... 1.3 1.8 1.5 1.3 1.1 1.1

2005 ... ... 1.4 1.9 1.5 1.5 1.3 1.2

Percent decline in market-based
  rates after transfers introduced

1980 -30.0 -30.2 -29.3 -13.9 -17.7 -21.3 -24.2 -37.8

1985 -33.3 -33.7 -31.6 -13.8 -18.2 -22.6 -25.0 -43.1

1990 -38.6 -39.3 -36.0 -18.7 -22.3 -27.5 -28.2 -49.7

1995 -38.0 -39.6 -33.1 -15.6 -20.1 -26.7 -29.3 -49.7

2000 -40.9 -42.3 -37.0 -18.6 -24.9 -28.6 -32.2 -52.6

2005 -40.0 -42.6 -33.8 -17.2 -20.6 -24.8 -26.9 -53.2

% point
Percentage point decline in market-based
  rates after transfers introduced

1980 -7.3 -7.4 -7.0 -4.0 -4.0 -3.9 -4.7 -10.2

1985 -9.3 -9.4 -8.9 -5.5 -5.8 -5.8 -5.3 -12.5

1990 -9.8 -9.8 -9.6 -7.2 -6.9 -7.2 -6.0 -12.5

1995 -11.7 -11.5 -12.2 -8.7 -8.9 -9.9 -9.2 -15.3

2000 -10.8 -10.5 -11.8 -8.2 -9.4 -9.1 -9.1 -14.8

2005 -10.2 -9.9 -11.1 -7.5 -7.2 -8.5 -7.9 -15.1

Source: Statistics Canada, Census of Canada, 20% sample microdata files, 1981 to 2006.
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Table 5 Direct effect of transfer system on market income-based low-income rates for children
age 0 to 17

Years since immigration
Canadian-

Total born Immigrants 5 or less 6 to 10 11 to 15 16 to 20 Over  20

Market income-based %
  low-income rate

1980 24.6 25.6 20.9 33.3 26.0 20.3 21.2 16.2

1985 27.2 27.6 25.5 46.2 35.1 28.1 22.8 18.4

1990 24.3 24.0 25.3 46.0 35.1 29.3 23.2 15.1

1995 30.4 28.0 38.8 65.8 50.4 42.1 35.2 23.0

2000 25.5 23.0 33.9 51.8 45.0 37.6 31.8 20.0

2005 25.9 22.4 36.3 51.9 41.1 41.1 34.8 21.3

Market-based rates relative
  to Canadian-born

1980 ... ... 0.8 1.3 1.0 0.8 0.8 0.6

1985 ... ... 0.9 1.7 1.3 1.0 0.8 0.7

1990 ... ... 1.1 1.9 1.5 1.2 1.0 0.6

1995 ... ... 1.4 2.3 1.8 1.5 1.3 0.8

2000 ... ... 1.5 2.2 2.0 1.6 1.4 0.9

2005 ... ... 1.6 2.3 1.8 1.8 1.6 0.9

Percent decline in market-based
  rates after transfers introduced

1980 -22.3 -22.5 -21.1 -16.1 -18.5 -20.4 -23.3 -24.9

1985 -23.8 -24.2 -22.1 -14.6 -18.9 -21.6 -23.9 -26.8

1990 -28.0 -28.8 -24.9 -18.8 -22.6 -25.6 -26.0 -31.3

1995 -27.1 -28.8 -22.3 -15.2 -19.2 -23.8 -26.6 -30.5

2000 -30.9 -32.8 -26.5 -18.9 -23.9 -27.3 -30.6 -34.3

2005 -30.6 -34.0 -24.4 -18.4 -22.8 -24.6 -27.1 -33.3

% point
Percentage point decline in market-based
  rates after transfers introduced

1980 -5.5 -5.8 -4.4 -5.4 -4.8 -4.1 -5.0 -4.0

1985 -6.5 -6.7 -5.6 -6.7 -6.6 -6.1 -5.5 -4.9

1990 -6.8 -6.9 -6.3 -8.6 -7.9 -7.5 -6.0 -4.7

1995 -8.2 -8.1 -8.7 -10.0 -9.7 -10.0 -9.4 -7.0

2000 -7.9 -7.5 -9.0 -9.8 -10.7 -10.3 -9.7 -6.9

2005 -7.9 -7.6 -8.8 -9.5 -9.4 -10.1 -9.4 -7.1

Source: Statistics Canada, Census of Canada, 20% sample microdata files, 1981 to 2006.
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Table 6 Direct effect of transfer system on market income-based low-income rates for
population age 18 to 59

Years since immigration
Canadian-

Total born Immigrants 5 or less 6 to 10 11 to 15 16 to 20 Over  20

Market income-based %
  low-income rate

1980 18.3 18.7 16.2 25.6 19.8 15.5 15.8 12.9

1985 22.0 22.3 20.9 37.0 28.3 22.5 18.3 15.7

1990 19.1 19.0 19.5 35.2 27.0 21.7 17.4 13.1

1995 24.5 23.1 30.2 52.1 40.4 32.0 26.0 18.8

2000 19.8 18.5 24.8 40.7 33.6 26.9 22.8 15.3

2005 19.6 17.6 26.8 40.3 31.8 29.4 24.4 16.7

Market-based rates
  relative to Canadian-born

1980 ... ... 0.9 1.4 1.1 0.8 0.8 0.7

1985 ... ... 0.9 1.7 1.3 1.0 0.8 0.7

1990 ... ... 1.0 1.8 1.4 1.1 0.9 0.7

1995 ... ... 1.3 2.3 1.7 1.4 1.1 0.8

2000 ... ... 1.3 2.2 1.8 1.5 1.2 0.8

2005 ... ... 1.5 2.3 1.8 1.7 1.4 0.9

Percent decline in market-based
   rates after transfers introduced

1980 -21.0 -21.8 -16.6 -10.5 -14.1 -16.4 -18.0 -20.7

1985 -24.8 -25.6 -21.0 -13.4 -18.4 -20.5 -22.0 -25.9

1990 -28.6 -29.4 -24.6 -18.2 -22.4 -25.3 -25.2 -30.4

1995 -27.5 -29.0 -22.8 -15.4 -19.9 -24.2 -26.2 -31.1

2000 -27.3 -28.3 -24.1 -17.3 -22.0 -25.3 -27.4 -30.3

2005 -26.1 -28.0 -21.3 -16.5 -18.6 -22.0 -23.4 -28.3

% point
Percentage point decline in market-based
  rates after transfers introduced

1980 -3.8 -4.1 -2.7 -2.7 -2.8 -2.6 -2.8 -2.7

1985 -5.5 -5.7 -4.4 -5.0 -5.2 -4.6 -4.0 -4.1

1990 -5.5 -5.6 -4.8 -6.4 -6.0 -5.5 -4.4 -4.0

1995 -6.7 -6.7 -6.9 -8.0 -8.0 -7.7 -6.8 -5.8

2000 -5.4 -5.3 -6.0 -7.0 -7.4 -6.8 -6.2 -4.6

2005 -5.1 -4.9 -5.7 -6.7 -5.9 -6.5 -5.7 -4.7

Source: Statistics Canada, Census of Canada, 20% sample microdata files, 1981 to 2006.
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Table 7 Direct effect of transfer system on market income-based low-income rates for
population age 65 and over

Years since immigration
Canadian-

Total born Immigrants 5 or less 6 to 10 11 to 15 16 to 20 Over  20

Market income-based %
  low-income rate

1980 61.1 60.9 61.7 36.1 38.6 47.7 53.6 64.3

1985 54.0 54.7 52.0 40.3 45.5 45.2 44.4 53.6

1990 50.6 51.8 47.4 37.1 42.6 45.3 44.8 48.4

1995 61.3 62.3 58.7 49.0 50.4 54.2 56.3 60.2

2000 57.5 58.8 54.3 43.6 44.6 49.4 50.9 55.8

2005 51.2 52.0 49.3 36.4 44.5 49.4 49.9 50.0

Market-based rates
  relative to Canadian-born

1980 ... ... 1.0 0.6 0.6 0.8 0.9 1.1

1985 ... ... 1.0 0.7 0.8 0.8 0.8 1.0

1990 ... ... 0.9 0.7 0.8 0.9 0.9 0.9

1995 ... ... 0.9 0.8 0.8 0.9 0.9 1.0

2000 ... ... 0.9 0.7 0.8 0.8 0.9 0.9

2005 ... ... 0.9 0.7 0.9 0.9 1.0 1.0

Percent decline in market-based rates
  after transfers introduced

1980 -51.2 -53.8 -45.2 -12.8 -16.3 -39.3 -39.1 -46.8

1985 -56.0 -58.0 -50.0 -13.8 -15.2 -39.3 -41.5 -53.6

1990 -61.6 -63.4 -56.0 -22.4 -21.3 -38.8 -44.7 -60.7

1995 -68.7 -71.0 -62.3 -22.4 -27.2 -45.6 -47.6 -67.6

2000 -70.8 -72.7 -65.7 -38.1 -50.9 -51.9 -50.9 -68.7

2005 -72.1 -74.5 -66.3 -25.4 -32.9 -44.0 -44.8 -71.7

% point
Percentage point decline in market-based
  rates after transfers introduced

1980 -31.3 -32.8 -27.9 -4.6 -6.3 -18.7 -21.0 -30.1

1985 -30.2 -31.7 -26.0 -5.6 -6.9 -17.8 -18.4 -28.7

1990 -31.2 -32.8 -26.5 -8.3 -9.1 -17.6 -20.0 -29.4

1995 -42.1 -44.3 -36.6 -11.0 -13.7 -24.7 -26.8 -40.7

2000 -40.7 -42.8 -35.7 -16.6 -22.7 -25.6 -25.9 -38.3

2005 -37.0 -38.8 -32.7 -9.3 -14.7 -21.7 -22.4 -35.9

Source: Statistics Canada, Census of Canada, 20% sample microdata files, 1981 to 2006.
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� Notes

1. Collective dwelling residents and residents of Yukon, the
Northwest Territories and Nunavut, and those on
Indian reserves are excluded since the low-income cut-
offs are not defined for these regions in census microdata
files.

2. If every person in the economic family has zero income,
the immigrant status of the oldest person is used.

3. The LIM is a low-income measure set at one-half the
median income. If the LIM is rebased every year, it is a
purely relative measure: across the board increases in
income would not affect the rate. To avoid this situation,
the LIM can be fixed at a point in time and moved
forward by the Consumer Price Index.

4. Low-income rates rise and fall with the business cycle
(economic conditions). Hence, to observe longer-term
trends, rather than short-term fluctuations in rates due
to recessions and expansions, the focus is on years that
are roughly in the same position in the business cycle.
Here, that means focusing on 1980, 1990, 2000 and 2005,
years roughly at the peak of the business cycle. Using
these years will provide a reasonable estimate of longer-
term trends. The increases in low-income rates in 1985
and 1995 did not really reflect longer-term trends, but
rather fluctuations associated with downturns in the
business cycle.

5. On-reserve First Nations people were not included in
this analysis because of data issues.

6. This comparison can basically be made in two different
ways. The first method, and the one used in this paper,
is a simple comparison of the aggregate rate observed in
the raw data for immigrants (or any particular group of
immigrants) with that of all of the Canadian-born. The
second method is to compute relative low-income rates
that take other differences between the groups into
account (a multivariate approach). This approach was
used in an earlier paper (Picot and Hou 2003), which
examined trends over the 1980 to 2000 period. It found
that compositional changes accounted for up to one-half
of the rise in the low-income rate among recent immi-
grants in the 1980s, but were less important thereafter.
In this study, the simpler approach is used to focus on
the relative roles of market earnings and government
transfers on low-income rates.

7. The direct effect of transfers refers to the extent to which
the dollars received from the programs such as the
Spouses’s Allowance, EI and child tax credits move
families from below to above the low-income cut-offs.
This study does not account for indirect effects. Govern-
ment transfers may have work-disincentive effects: peo-
ple may be less likely to seek employment if they are
receiving transfers, as compared with the hypothetical

case where no transfer system existed. Hence, the market
income-based low-income rate computed here is not the
rate that would exist if no transfers were received by
families.

8. Other calculations test whether changes in family status,
either among immigrants or the Canadian-born, signifi-
cantly affected the basic findings reported here, and
indicate that they do not (results available upon request).

9. The same low-income cut-offs (LICOs) are used for the
calculations using market-based and after-transfer family
income.

10. This is not a comprehensive examination of the transfer
system used by immigrants. It does not account for
transfers received by families with market incomes above
the low-income cut-off or families with very low market
incomes for which transfers received leave them below
the cut-off.

11. This percentage is simply the difference in the rate before
and after transfers (7.3 percentage points in 1980) divided
by the rate based on market income (24.5) times 100, i.e.
30%.

12. Family earnings can change because of changes in the
number of people working, the number of hours
worked by those employed, or because of changes in
hourly wage rates. Census data do not allow differentia-
tion between these factors.

13. The increasing proportion of multi-generational families
could also reduce the low-income rate in the absence of
any change in income since the LICO assumes that
economies of scale can be achieved as economic family
size increases.

14. Immigrants age 65 or older who have lived in Canada for
less than 10 years may still qualify for OAS if their country
of origin has an international social security agreement
with Canada. To date, Canada has signed 51 social
security agreements and, of these, 49 are in force (Elgersma
2007).

15. There is evidence to suggest, however, that many family-
class immigrants receive Spousal Allowance benefits
during the first 10 years (see Thomas 1996). Immigrant
low-income rates: The role of market income and govern-
ment transfersGarnett Picot, Yuqian Lu and Feng Hou
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