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In 1986, 20 percent of households living in Alberta were poor, whereas 
38 percent of households living in Atlantic Canada feH into the same 
category.\ Why are th cre such differences across regions in the 
incidence of poverty? This is a perennial question in Canada but one 
seldom subjected to econometric investigation-sec Perron and 
Vaillancourt (1988) and Dooley (1989), two of the existing econometric 
studies of poverty in Canada.2 

This article attempts to assess the determinants of poverty 
incidence in each of six Canadian regions: Atlantic Canada, Quebec, 
Ontario, Prairie provinces, Alberta, and British Columbia. To this 
end, "probi t" equa tions for pred icting the probabili ty of poverty are 
estimated separately for each region using microdata from the 1986 
Family Expenditure Survey (FAMEX) by Statistics Canada. The 
results are then analyzed in an attempt to answer several questions. 
First, what demographic and labour market characteristics are most 
Iikc1y associatcd with poverty? Are the saille characteristics always 
the most important reasons for poverty? Or does poverty mainly stem 
from "trouble on the farm" in the Prairie provinces, from declining fish 

1.	 These estima tes, calculated along the poverty lines developed by the Canadian 
Council on Social Development (Ross and Shillington 1989), include both 
unattached individuals and multiperson hOllseholds. 

2.	 Neither of these studies is directly comparable with the analysis provided in this 
article. Perron and Vaillancourt (1988) use time-series data, and Dooley (1989) uses 
cross-section data but focuses on explaining the decline in child poverty in Canada 
between 1973 and 1986. 
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stocks in the Atlantic provinces, from the elderly in British Columbia, 
and from the c10sing of factories in Ontario? Second, if at least some 
poverty determinants arc common across regions, does a household 
possessing these "high-risk" characteristics have an equal 
probability of being poor in al1 regions? For example, we might expect 
a single mother to face a high risk of poverty in any region. But the 
risk of poverty might be especially high if the single mother lives in a 
region with very poor job opportunities for women or lower levels of 
social assistance ("welfare") payments. 

The remainder of this article is divided into six sections. The first 
discusses the characteristics of poverty. The second and third describe 
the modc1 and the data, respectively, and the fourth outlines 
estimation results. The fifth section then uses those results to simula te 
poverty incidence in each region, supposing that the demographic 
composition and labour market characteristics of the region rescmble 
those of another region. For example, if the estimated probit eguation 
for Atlantic Canada is used to predict the probability of poverty for 
the Alberta population, how would the regional incidence of poverty 
change? This is fol1owed by a more detailed investigation of 
differences between Ontario and Atlantic Canada, again employing 
simulation techniques. The conclusion is found in the sixth section. 

Why Are Sorne Households Poor? 

Why are some households poor? Wc might answer, correctly, "Becausc 
thcy arc unlucky". Some households, howevcr, arc more likcly to be 
"unlucky" than others. This article will identify those household 
characteristics systematical1y associated with a higher probability 
of poverty and wil1 assess whether those characteristics differ across 
regions. 

Although many studies of poverty-such as Ross and Shillington 
(1989) and Phipps (1990b)-have found that single parents or the 
unemployed experience high levels of poverty, such cross-tabulations 
provide an incomplete description of the problem. This article 
employs probit analysis to identify which characteristics arc 
associated with greater poverty once other factors are control1ed. Are 
single parents more likely to be poor once employment opportunities, 
education, and number of dependents are held constant? For estimation, 
the level of poverty within a region is taken as given. Thus, probit 
estimates predict the probability that a household with particular 
characteristics is one of a fixed number of poor households-that is, is 
in the bottom tait on the income distribution. It should be noted, 
however, that the analysis seeks only to establish relationships 

between given characteristics and the probability of poverty, holding 
other relevant factors constant. No attempt is made to expIa in such 
choices as education, occupation, region of residence, or household size, 
which arguably might be influenced by the level of poverty in a 
region. 

For households relying primarily on market earnings, low wages or 
insufficient employment of household members can lead to poverty. 
Low wages may result from inadequate labour market skil1s stemming 
from insufficient education or experience; a language barrier that 
forces individuals to accept low-wage jobs and be at higher risk; 
market discrimination on the basis of gender or race, resulting in 
households with a female head or households headed by non-white 
immigrants facing a higher risk of poverty; or lack of the "network" of 
contacts important for finding a good job (Osberg 1989), which may 
place even white, English-spcaking immigrants at a disadvantage. As 
for the latter, since these contacts build up over time, new immigrants 
may face a higher risk of poverty than those who have Iived in 
Canada for several years. 

Insufficient access to hours or weeks of work also may increase a 
household's risk of poverty. Households experiencing unemployment 
or underemployment because of a regional shortage of jobs face a 
higher risk of poverty-see Osberg and Phipps (1989) and Phipps 
0990c), who indicate the importance of quantity constraints in the 
Canadian labour market. Whether po verty is higher in rural or urban 
areas depends on the industrial composition of a particular region. For 
example, if the regional economy depends heavily on a farming sector 
that is experiencing difficulties, the incidence of po verty wil1 be 
higher in rural areas. But if factories in cities arc shutting down, 
poverty wil1 be an urban problem. Of course, many of the 
characteristics associated with having a "bad job" mentioned above 
may reduce access to adequate hours of work and thus increase the 
chances of poverty. 

Households with only one member capable of market 
participation may face a higher risk of po verty than households in 
which several members are able to seek paid employment. Doolcy 
(989) suggests that couples have fared better than single parents 
because wives have continued to join the paid labour market. Indeed, it 
is likely that single parents face a higher risk of poverty than, for 
example, couples with or without dependents. 

For households without market earnings, inadequacy of transfer 
payments is a major reason for poverty. While it may sound obvious 
that a household without market earnings has a higher risk of being 
poor, this need not be truc if transfers arc adequate. Yet given the 
present Canadian system, a positive association between reliance on 
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transfers and poverty is likely. Two groups particularly dependent on 
transfers-and thus likely to be poor-are single mothers and the 
elderly. 

Finally, regardlcss of the major source of earnings, larger 
households can be expected to face a higher risk of poverty. Civen the 
same income, a household with four members is more Iikely to be poor 
than a single person. 

This discussion of the factors Iikcly to increase the probability of 
poverty also suggests why and how the poverty problem might differ 
across regions. Suppose gender discrimination in the labour market is a 
factor leading to poverty. Regions with more femaIe-headed 
households would then have higher rates of poverty. But if the 
problem of discrimination is ameliorated because women constitute a 
larger proportion of the regional labour market, it is possible that 
female-headed households in this region may be less likely to be poor 
than similar households elsewhere.3 Thus, both differences in the 
presence of "high-risk" households and differences in the Iikclihood 
that a particular characteristic will lead to poverty can cause 
differences in observed povcrty rates across regions. 

The Model 

1'0 sort out thcse two sorts of effects and to test the hypotheses 
enumerated abovc, probit equations were estimated for each of six 
Canadian regions.4 The dependent variable for these regressions is a 
dummy variable set equal to one if household gross income is below the 
poverty level and set equal to zero otherwise-see Maddala (1983) for 
a discussion of the probit methodology.5 

3.	 While wc might expect regions with more high-wage, male-held jobs in, for 
examplc, the resource sector to have a more serious probkm of discrimination, 
phipps (1990a) has demonstrated that differences in industria! mix are not a major 
explanation for differenccs in gender /wage ratios aeross countries. 

4.	 FAMEX data divide households into six regions: Atlantic (Newfoundland, Prince 
Edward Island, Nova Scotia, New I3runswick), Quebec, Ontario, Prairie (Manitoba, 
Saskatchewan), Alberta, and I3ritish Columbia. Narrower classifications are not 
available. The estimation was carried out using the software package SI-IAZAM. 

5.	 The probit model employs the assumption that a "poverty susceptibility index", 
Yi· = B'X i + u,' follows a standard normal distribution. Given the obvious link 
between "poverty susceptibility" and income, sorne readers might feel that the 
assumption of a lognormal distribution would be more appropria te. Neverthcless, 
estimation of J qualitative dependent variable modcl with the assumption of 
lognormal errors is bcyond the scope of this article. The consequence of ignoring this 
possibility may be that the estima tors of parameters and variances arc no longl'r 
eithl'r asymptotically efficient or normally distributed (sec Judge et al. 1988: 888
889). A further problem with thl' assumption of standard normality in this 
application is the possible presence of hetl'roscedasticity. 

REGIONAL DIFFERENCES IN THE INCIDENCE OF POVERTY 

Following the discussion above, the independent variables include 
such continuous variables as total number of labour force participants 
in the household (including, for examplc, teenagers who arc employed 
part time), weeks of full-time employment obtained by the head of 
household 6 and spouse (if present), weeks of parHime employment 
obtained by the head and spouse (if present), number of household 
members, and age of the household head. Each of these continuous 
variables is entercd alone and with its square. Other independent 
variables are categorical in nature and describe the level of 
urbanization at the household's place of residence, the family type, 
IeveI of education, mother tongue, and immigrant status of the head.7 

(Details on the variable names and dcfinitions actually employed are 
provided in the Appendix.) 

Data 

The sample taken from the 1986 Statistics Canada Family 
Expenditure Survey for this research represents households in the 10 
Canadian provinces, but residents of the Yukon, Northwest Tcrritories, 
and Indian reserves, as weIl as patients and inmates living full time in 
collective institutions, arc excluded.8 

The Family Expenditure Survey dcfines a household as a group of 
people depcndcnt on a common or pooled income for major expenses and 
living in the same dwelling.9 Since two "unrelated" individuals who 
pool resources can together obtain the same "economies of scale in 
living" as two "rclated" individuals, this seems a sensible definition 
to employ in a study of poverty. "Unattached individuals", however, 
arc also included in the sample. 

6.	 Thl' household head is defined in the FAMEX data as the individual answering 
the survey unless (1) the reference individual had an income before tax of less than 
$11,000 and the spousc had an income one-and-a-half times that of the reference 
individual, or (2) the reference individual had an income of zero and the spouse 
had a positive income. ln sllch cases, the spouse is designated head of household. 

7.	 Since household "heJdship" is defined in terms of relative incoml' status, it makes 
sense to define education, mother tongue, and immigrant status with rl'spect to the 
household head. The correlation between mother ton gue of the head and spou sc is 
0.73; between immigrant arrivai year of head and spouse, 0.77; and between 
educational Il'vels, 0.59. Unfortllnately, the data used for this analysis do not 
indicate ethnicity. 

8.	 The Family Expenditure Survey uses a multistage, stratified, clustered sample 
drawn from the Labour Force Survey sampling frame (sec Statistics Canada 1976). 

9.	 This differs from the more common Statistics Canada definition of an "economic 
family" as a group of individuals related by blood, marriage, or adoption, and 
sharing a common dwelling. 
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The Family Expendi ture Survey "reconstructs" the household as it 
existed throughout the entire survey year. Thus, if a couple has 
separated or if a new child was born, it is possible to have part-year 
household members. This complication is not typically recognized in 
studies of annual poverty since many surveys record only the number of 
household members on December 31 or on the date of the interview. For 
this study, part-year members present in households for more than six 
months are treated as fuIl-year members. Part-year members present 
for less than six months are not counted. While this is c1early an 
arbitrary treatment of this issue, it seems preferable to simply 
counting the number of members present on one particular day. A 
member present only during the survey month will contribute less to 
the needs or resources of the household than a member not present at 
the time of the survey but present during every other month. lO 

Consistent with Statistics Canada methodology, a household's 
poverty status is calculated using gross household income. While 
poverty estimates will be sensitive to this choice-see, for example, 
Osberg (1981 )-no attempt is made to explore this issue further. 
Household income includes the incomes of aIl members of the 
household while members of that household. lt is calculated as the 
sum of wages and salaries, income from self-employment, investment 
income, government transfer payments, and "miscellaneous income". 

The public-use data tape from the 1986 FAMEX includes 10,356 
observations. The 23 observations for which region of residence is 
"masked" were dropped from the sample, leaving 10,333 households 
(combining unattached individuals and multiperson households). The 
weighted means of ail variables by region arc presented in Table 1.11 

The poverty lines employed for this study were developed by the 
Canadian Council for Social Development (CCSD)-see Ross and 
Shillington (1989: 9). The CCSD dcfines the poverty line for a 
household of three members (the average household size in Canada) 
to be Ol1C-half of average Canadian income. A single individual is 
assumed to require half as much as a three-person household, and a 
household of two nîembers is assumed to require 83 percent. Households 
of more than three members are assigned a supplement of 16.7 percent 
for each additional member. 12 The incidence of poverty by 

10.	 Phipps (l990d) provides a more detailcd discussion of this problem. But it should 
be noted that the results of this paper are not particularly sensitive to this 
measurement issue. 

Il.	 The weighting structure of the data is also respected in the probit estimation 
procedure. The probit routIne in the software package SIIAZAM allows the user to 
specify weights. 

12.	 On the basis of an average family income of $43,046, the following poverty incomes 
were assigned ta household sizes: one persan, $10,762; two, $17,929; three, 521,523; 
four, 525,117; five, 528,712; six, 532,3D6; and seven, 535,900. 

TABLE 1 Weighted Variable Means 

Atlantic Quehec Ontario Prairies Alberta Be 

Numberwkrs 1.45 1.34 1.55 1.44 1.56 1.37 
Weeks FT 38.06 40.57 46.98 41.86 49.52 37.51 
Wccks PT 5.76 5.58 6.86 8.68 7.19 7.72 

Number in household 3.01 2.66 2.73 2.69 2.73 2.56 
Age of head 47.59 46.17 46.69 47.97 43.28 47.56 

Large city 0.36 0.65 0.72 0.49 D.58 0.59 
Medium city 0.08 0.08 0.08 006 0.09 0.17 
Small city 0.17 0.09 D.08 0.16 0.16 0.12 
Rural: farm 0.01 0.02 0.02 0.10 0.04 0.01 
Rural: non-farm 0.38 0.16 D.10 0.19 0.13 0.11 

Unattached individual 0.2D 027 0.25 0.27 D.26 0.28 
Couple D.17 0.2D D.21 0.21 D.2D 0.25 
Family + kids D.47 D.38 O.4D 0.38 D.41 0.34 
Family + others 0.D6 D.04 0.D4 0.03 D.D4 0.03 
Lone parent 0.06 008 D.D6 D.07 D.D6 D.D6 
Misc family DD4 0.03 D.D4 0.D4 D.03 0.D4 

Male head D.75 O.7D D.69 0.69 D.69 O.7D 
Female head 0.25 O.3D D.31 0.31 D.31 D.3D 

Elementary O.3D 0.30 0.19 0.23 (J.13 D.09 
lligh school 0.49 0.48 0.54 0.58 0.57 D.65 
Diploma 0.11 0.12 0.14 0.10 D.16 0.14 
University D.lO 0.10 D.13 0.09 0.14 D.12 

Ccln rcs > 5 yrs D.97 0.99 0.98 D.99 0.99 0.98 
Newcomer 0.03 0.01 0.02 0.01 0.D1 O.D2 

English-speaking 085 0.09 0.72 0.72 0.81 0.79 
French-speaking 013 0.84 0.07 0.03 0.04 O.D2 
Other language D.D2 0.D7 0.21 0.23 0.15 D.19 

Cdn-oorn D96 089 D.71 0.88 D.82 D.71 
NWE-born D.03 0.03 0.12 D.06 D.10 D.16 
SEE-born D.002 0.03 D.lO D.03 D.03 D.D4 
SEA-born D.001 0.01 0.02 O.DO D.D2 D.m 
OTA-born 0.002 0.DD6 0.02 0.D1 0.01 0.04 
OTlI-born 0.D05 D.03 0.03 0.01 0.02 0.02 

Non-poor 0.62 0.69 D.79 0.71 D8D D.77 
Poor D.38 D.31 D.21 0.29 D.20 0.23 

Source: Slatislics Canada. 1986. "Survey of Family Expendilures". Public Use Micrüdata File, Family 
Expenditure Surveys Seclion, Household Surveys Division, Statistics Canada. 

demographic category using the CCSD poverty lines is presented in 
Table 2. 

Because the FAMEX is an anImaI cross section, this study is not 
able to trace the dynamics of poverty in Canada. Results for the 
United States (sec Ruggles and Williams 1989) using monthly 
longitudinal da ta from the Survey of lncome and Program 
Participation (SIPP) suggest the existence of more complcxities 
surrounding poverty than can be captured with an anImaI cross section. 
For example, the SIPP data indicate substantial fluctuations in income 
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TABLE 2 Incidence of Poverty by Demographie Group (CCSD poverty lines) 

Atlantic Quebec Ontario Prairies Alberta BC 

Large city 0.29 0.29 0.20 0.24 0.17 0.21 
Medium city 0.32 0.33 0.21 0.29 0.24 0.29 
Small ci ty 0.40 0.36 0.29 0.33 0.26 0.23 
Rural: farm 0.42 0.42 0.36 0.40 0.32 0.17 
Rural: non-farm 0.47 0.41 0.24 0.39 0.23 0.33 

Unattached individual 0.51 0.45 0.32 0.43 0.32 0.33 
Couple 0.42 0.34 0.19 0.27 0.15 0.23 
Family + kids 0.28 0.18 0.12 0.20 0.13 0.15 
Family + others 0.36 0.21 0.19 0.44 0.11 0.03 
Lone parent 0.63 0.61 0.51 0.39 0.49 0.44 
Mise family 0.48 0.39 0.27 0.38 0.32 0.35 

Female head 0.48 0.49 0.34 0.43 0.33 0.35 

Elementary 0.63 0.55 0.36 0.60 OA8 0.43 
Iligh school 0.34 0.26 0.23 0.25 022 0.25 
Diploma 0.12 014 0.11 0.11 0.10 0.21 
University 0.06 O.ll (l.08 0.05 0.03 0.04 

Cdn res > 5 yrs 0.39 0.31 0.21 0.30 0.20 0.24 
Newcomer 0.24 0.70 0.2H 027 OAO 0.31 

English-speaking 0.38 0.27 0.21 0.25 0.20 0.23 
French-speaking OAO 0.32 0.24 0.39 0.11 0.26 

Cdn-bom 0.39 0.32 0.22 0.29 0.19 0.23 
NWE-born 0.20 0.25 0.22 0.36 0.33 0.28 
SEE-bom 0.37 0.18 0.18 OA4 0.31 0.24 
SEA-born 0.24 0.50 0.33 0.64 0.29 0.18 
OTA-barn 0.00 0.45 0.09 0.19 0.12 0.17 
OTH-bom 0.24 0.36 0.23 0.28 0.16 0.52 

Overall 0.38 0.31 0.21 0.29 0.20 0.23 

Source: Slalislics Canada. 1986. "Survey of Family Expendilun·s". Public Cse Mlcrodata File, Family 
Fxpendilure Surveys Section, llousehold Surveys Division, Sialislics Canada. 

over the course of a year. Thus, while 11 percent of the Us. population 
had annual incomes in 1984 that fell below the po verty level, only 
about 5 percent of these people were poor l'very month of the ycar. 
Twenty-six percent were poor at !cast one month each year (sel' 
Ruggles and Williams 1989). Such patterns also may be true for 
Canada, but they cannot be assessed using FAMEX data. This limita
tion should be kept in mind when interpreting the results that follow. 

Estimation Results 

Bcfore analyzing the results for individual probit equations, it is 
worth asking whether information is gained from pooling the data 
and estimating a single equation for ail of Canada. To test this 
hypothesis, a dummy variable was created for each region. These 
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dummy variables plus the variables representing their interactions 
with each of the other independent variables were added to the 
estimating equation. Using the full sample of data (ail regions 
pooled), the expanded equation was estimated six times, using the 
dummy variable set l'quai to one for each region in turn. Tests for 
regionally specifie differences from the ali-Canada equation were 
then carried out using likelihood ratio tests. 

The results are presented in Table 3. At the 1 percent level of 
significance, the null hypothesis of no regionally specifie differences 
can be rejected for ail regions except Alberta and the Prairie provinces. 
At the 10 percent level of significance, the null hypothesis can be 
rejected for ail regions except Alberta. An analysis of separa te probit 
equations to investigate regional differences in the determinants of 
poverty should thus yield information beyond that available from a 
single national equation. 

TABLE 3 Likelihood Ratio Statistics for Test of Hypothesis of No Regional Differences 
from National Determinants of Poverty 

Atlantic Quebec Ontario Prairie Alberta BC 

Calculated likelihood 
ra lia statistic 

Critica 1 X2 (32) 
(l percent) 

Critical X2 (32) 
(l0 percen t) 

76.2 

50.9 

40.3 

66.8 

50.9 

40.3 

68.8 

50.9 

40.3 

41.2 

50.9 

40.3 

26.0 

50.9 

40.3 

65.8 

50.9 

40.3 

Nole: The likellhood ratio stalislic is calculaled as -2(!n LR -ln IYR), where ln LR is the log of lhe 
likelihood function when Ihe national equalion is estimaled with ail regional dummy interaction terms 
restricted 10 equal zero and ln LUR is the log of Ihe Iikelihood fUI1ction for the unreslricl"d mode!. 

Estimation results for each of the six regional probit equations are 
presented in Table 4. Note that estimated equations are able to predict 
whether or not a household is poor in over 80 percent of cases. 
Prediction success rates vary from a low of 82 percent (Atlantic Canada 
and British Columbia) to a high of 87 percent (Alberta). The Maddala 
and Cragg-Uhler R-square values are presented as alternative 
indications of the ovcrall goodness-of-fit obtained. . 

Because it is difficult to gauge the magnitude of the associations 
between various demographic characteristics and the probability of 
poverty using only the estimated coefficients of the probit equation, 
Table 5 presents the calculated probability of poverty, relative to a 
chosen base household, as each demographic characteristic in turn is 
varied. The base household is (arbitrarily) dcfined as a couple with 
two children living in a large city. The ma!c head of the household is 
45 years old, has a high school-level education, is employed full time 
for 52 weeks, was born in Canada, and speaks English as his mother 
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TABLE 4 Probit Estimates of the Incidence of Poverty (weighted) TABLE 4 (Continued) 

Atlantic Quebcc Ontario Prairies Alberta BC Atlantic Quebcc Ontario Prairies Alberta BC 

Nurnbcr wkrs -D.730 --1:J.663 -D.577 -D.522 -D.563 -D.442 
(--4.974) (--4.268) (-3.952) (-3.000) (-2520) (-2.403) Female head 0.133 0.248 0.235 0.457 0.365 0.385 

{Number wkrs)2 0.039 0.040 0.061 0.065 0.037 0.058 
(1.249) (2.311) (2.509) (3.719) (2627) (3.081) 

Weeks FT 

(Weeks FT)2 

Weeks PT 

(1.120) 

-0.044 
(-9.536) 

0.0002 
(4.731) 

-0.001 
(-0.211) 

(0.918) 

-D.043 
(-9615) 

0.0003 
(5.908) 

0.0002 
(0.026) 

(1.787) 

-D.035 
(-7.682) 

0.0001 
(2.982) 

0.013 
(1.965) 

(1.624) 

-D.020 
(-3.375) 

-D.0001 
(-1.784) 

--1:).012 
(-1.488) 

(0.667) 

-D.030 
(--4.464) 

0.0001 
(1.244) 

-D.OOl 
(-0.121) 

(1.459) 

-D.055 
(-8.575) 

0.0004 
(5.767) 

-D.015 
(-1.450) 

High school 

Diploma 

Uni versity 

-D.455 
(-5.292) 

-1.305 
(-8.665) 

-1.639 
(~.092) 

-0.456 
(--4.653) 

-D.850 
(-5.393) 

-1.411 
(-7.061) 

-D.286 
(-2.971) 

-D.695 
(-4.961) 

-D.516 
(-3.487) 

-D.679 
(-5.763) 

-1.198 
(-5.975) 

-1.5CXl 
(-5.617) 

-D.418 
(-2.689) 

-D.766 
(-3.628) 

-1.461 
(--4.868) 

-D.191 
(-1.226) 

-D.174 
(-D.890) 

-1.064 
(-3.781) 

(Weeks l'T)2 -0.00005 
(-0.463) 

-.{J.OO008 
(-(J.655) 

-.{J.CXl03 
H.550) 

0.0001 
(1.124) 

-D.(X)005 
(-D.305) 

0.00006 
(0.377) 

Newcomer -.{J.451 
(-{J.564) 

0.949 
(2697) 

0.162 
(0.650) 

-D.803 
(-1.541) 

0.362 
(0694) 

0.354 
(0964) 

Number in houschold -0132 
(-0.631) 

-D.234 
(-1.100) 

-0.295 
(-1591) 

0.263 
(1.356) 

-0.130 
(-0.433) 

0.079 
(0.312) 

French-speaking -D.239 
(-2138) 

0.294 
(2095) 

0.094 
(0.668) 

0.329 
(1.720) 

-.{).472 
(-1.284) 

0.657 
(L 928) 

(Number in household)2 0.048 
(1.942) 

0.059 
(2360) 

0052 
(2.328) 

-.{JOOO6 
(-D.027) 

0.m8 
(0.982) 

O(JI2 
(0.412) 

Othcr language 0.714 
(J .925) 

-.{J.032 
HJ.l(6) 

0.117 
(0.865) 

0.146 
(1167) 

0.134 
(0.724) 

0.445 
(2.583) 

Age head -0.045 -D.073 -0.073 -D.122 -D.060 -D.086 
(-2.873) (--4.660) (-5.062) (-9.228) (-2696) (--4367) NWE-born -.{J.425 -0095 Ol10 -.{1.112 0.365 0.059 

(Age head)2 0.000l 0.0005 0.0005 0.001 0.0004 0.0007 (-1.847) (-0361) (0.893) (-D.579) (1.974) (0.405) 
(0.716) (3292) (3.575) (4.109) (1.700) (3.390) SEE-bom -.{J.200 -D.091 -D.305 -D.137 -D.102 -D.347 

(-D244) (-D.251) (-1.659) (-D.514) (-D302) (-1.137) 
Medium àty 0.187 

(1.326) 
-'{J.263 

(-1.841) 
-D.066 

(-D.511 ) 
0.210 

(l.061) 
0.242 

(1259) 
0.214 

(l.595) 
SEA-bom 0.189 

(0.157) 
1.137 

(2.572) 
0.712 

(2.311 ) 
2.140 

(2694) 
-D.225 

(-D.487) 
-D.026 

(-D.067) 
Small city 0.227 

(2.059) 
0.261 

(l879) 
0.168 

(l.343) 
0.134 

(0991) 
0.328 

(2.150) 
0.096 

(0.584) 
OTA-born -4.316 

(-().009) 
1.415 
(2.828) 

0.027 
(0.081) 

0.582 
(l.147) 

0.207 
(0.297) 

0.283 
(0.922) 

Rural: farm 1.90l 
(6.486) 

0.930 
(3.421) 

1.190 
(5.975) 

1.464 
(8.286) 

1.189 
(4.838) 

0.608 
(l.155) 

OTI-I-born 0282 
(0.471 ) 

0.698 
(2.195) 

0.232 
(1.096) 

-D.306 
(-0.650) 

0.167 
(0.446) 

1.055 
(3.151) 

Rural: non-farm 0.340 0.176 0116 0293 0.310 0.253 
(3.732) (l653) (0.952) (2.337) (18]]) (l.643) CONSTANT 3.245 3.009 2.867 3.543 2.347 2.495 

(7.273) (6635) (7.020) (7.400) (3.772) (4.526) 
Couple 0.365 0.442 0.191 -D034 0.048 0.023 

(2.010) (2.435) (1.179) (-D.182) (0.189) (0.107) Log likelihood function ~02.95 -7](1.11 ~00.37 -508.04 -350.24 -443.01 
Family + kids 0.416 0.452 0.707 0.017 0.484 0.382 

(1.532) (l.573) (2894) (0057) (1.293) (1.107) Maddala R-square 0.4209 0.4150 0.3022 0.3981 0.3172 0.3139 
Family + others 0.143 -.{)269 0.764 0.323 0.413 -D.729 Cragg-Uhlcr R-square 0.5733 0.5836 0.4718 0.5685 0.5025 0.4739 

(0.456) (-0.671) (2.682) (0.830) (0.890) (-1.286) Prcd iction suceess ra te 0.8218 0.8464 0.8480 0.8453 0.8669 0.8227 
Lone parent 0.480 0.496 0.970 -D.092 0.584 0.338 

(1.946) (2.067) (4.641) (-D.349) (1.958) (l 104) No. of observations 2,062 2,013 2,414 1,457 1,137 1,250 
Misc family O.OOS -D.300 -D.080 -D.263 0.036 -'{J.357 

(0019) (-1.126) (-0.367) (-D939) (() 1(0) (-1.147) Nole: T-ralios are presenled in parenlheses. The Appendix explains vanable names and ddinillons. 
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TABLE 5 Changes in the Calculated Probability of Poverty by Demographie tongue. Using the estimated probit equation, this household is 

58	 59 

Charaeteristie 

Atlantic Quebee Ontario Prairie Alberta BC 

Probability of poverty 0.208 0.096 0.081 0.095 0.114 0.078 
for the base household 

Change in probability 
of poverty relative to base 

Number wkrs = a +0.243 +0.151 +0.108 +0.102 +0.135 +0.072 
Number wkrs = 2 -D.131 -D.064 -D.044 -D.044 -D.065 -D.032 

Weeks FT =26 +0.262 +0.117 +0.164 +0.184 +0.151 +0.133 
Weeks FT = 78 -D.l08 -D.017 -D.057 -D.080 -D.064 -D.Oll 

Number in HH = 1 -D.081 -D.028 +0.017 
Number in HI-I = 2 -D.078 -D.026 -D.005 
Number in HH = 3 -D.054 -D.027 -D.01O 
Number in HH = 5 +0.095 +0.060 +0.029 
Number in HH = 6 +0.245 +0.180 +0.091 

Age of head = 25 +0.270 +0.196 +0.181 +0.299 +0.172 +0.170 
Age of head = 65 -D.141 -D.048 -D.042 -D.034 -D.050 -D.023 
Age of head = 85 -D190 -D.044 -D.038 +0.066 -D.050 +0.033 

Medium city -D.038 
SmaII city +0.070 +0.052 +0.076 
Rural: farm +0.653 +0.257 +0.337 +0.467 +0.380 
Rural: non-farm +0.110 +0.060 +0.072 

Unattached individual -D.063 
Couple -D.015 -oJJ02 
Family + others +0.009 
L,me parent +0.018 +0.007 +0.047 +0.021 
Mise family 

Female head	 +0.049 +0.041 +0.102 +0.087 +0.072 

Elementary +0.152 +0.101 +0.052 +0.169 +0.102 
Diploma -D.160 -D.052 -D.046 -D.061 -D.054 
University -D.185 -D.084 -D.029 -D.078 -D.l02 -D.067 

Newcomer	 +0.264 

French-speaking -D.062 +0.059 +0.144 
Other language +0.252 +0.087 

NWE-born -D.l00 +0.087 
SEE-born 
SEA-born +0.336 +0.165 +0.702 
OTA-born -D.208 +0.447 
Onl-born +0.175 +0.279 

Note: This table reports the difference between the probability of poverty calculated for the base 
household and the probability of poverty calculated for another household differing from the base in 
terms of a single characteristic. This is repeated for each characteristic in turn. The base household is 
defined as a couple with two children living in a large city. The male head, age 45, has a high school 
education, is employed full lime for 52 weeks, was born in Canada, and speaks English as his mother 
tongue. The absence of a coefficient indicates that the variable does not exert a statistically significant 
influence on the probability of poverty in the region. 

predicted to have a 20.8 percent probability of being poor in Atlantic 
Canada and a 10.8 percent probabiIity of being poor in Ontario. Table 5 
shows, holding ail other characteristics constant, the change in the 
probability of poverty for this household if one characteristic is 
changed. If, for example, the head has a university-Ievel education, 
the probabiIity of poverty falls by 18.5 percentage points in Atlantic 
Canada and by 2.9 percentage points in Ontario. Thus, Tables 4 and 5 
can be used together to understand the pattern of resuIts obtained. 

An important finding of this research is that employment 
opportunities are central to preventing poverty. In ail regions, a 
negative association exists between the probability of being poor and 
the number of paid workers13 in the household. In most cases, the 
relationship between number of paid workers and the poverty 
susceptibility index, YI" is basically Iinear. 14 Additional weeks of 
full-time employment by the head and spouse also are associated with 
a smaller probability that a household will be poor. In this case, 
however, the quadratic term is positive and significant for four of the 
six regions. Additional weeks of full-time employment reduce poverty 
but at an ever-slower rate. ln other words, the first weeks of full-time 
employment are the most important for avoiding poverty. 

Table 5 estima tes the magnitude of these effects. In Atlantic 
Canada, for example, the probabiIity of poverty for the base 
household increases by 24 percentage points if the number of workers 
falls from one to zero. The probabiIity of po verty falls by 
13 percentage points if the number of workers increases from one to two, 
other things being equal. ln Ontario, the probability of poverty for the 
base household increases by 16 percentage points if weeks of full-time 
paid employment fall from 52 to 26. The probability of poverty falls 
by 6 percentage points if weeks of full-time work increase to 78 (this is 
possible if both head and spouse work full time). 

Across ail regions, poverty probabilities fall as the age of the 
household head increases. Again, the variable is related to the 
poverty index in a quadratic fashion. In Ontario and Quebec, holding 
other factors constant, the minimum probability of po verty occurs 
when the household head is 73 years old (75 in Alberta). ln the 
Prairie provinces and British Columbia, the minimum probability of 
po verty occurs at age 61. This corresponds nicely with life-cycle 
notions of income profiles. 

13.	 This variable includes aIl household members with any paid employmcnl. The 
weeks-of-work varia bics rcfcr onl y to head and spollse. 

14.	 Recall that while the impact of the variable on the index, Yi" = 15'X j + u 
l
' is linear, 

the impact on the probability of poverty, 1 - F(15'X j), is not. 
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Tables 4 and 5 also indicate that a higher level of education of the 
head is associated with a lower probability of poverty in a 
quantitatively significant way. For example, the probability of 
poverty relative to the base household increases by 16.9 percentage 
points in the Prairie provinces if the head of household has only an 
elementary-lcvel education. Qualitatively similar results hold for ail 
regions except British Columbia, where only a university-Ievel 
education reduces the chances of poverty relative to a household 
whose head has only an elementary education. 

Taken together, the results for age and education support the 
hypothesis that increased education and experience (very roughly 
proxied by age) arc associated with more favourable labour market 
outcomes (higher wages and greater access to hours) and thus reduce 
the probability of poverty. These findings are also consistent with the 
increased real value of transfers to the elderly and increased poverty 
among the young noted by Perron and Vaillancourt (1988). 

If the head of the household is female, poverty is more likely in 
ail regions except Atlantic Canada (although Table 5 indicates that 
the magnitude of this effect is smaller than others discussed thus far). 
This result suggests the presence of market discrimination on the basis 
of gender and confirms the importance of two incomes in keeping 
households free of poverty. 

ln Atlantic Canada, Qucbcc, and Ontario, the probability of 
poverty increases with the square of household size (in othcr regions 
neither the linear nor the quadratic tcrm is significant). Thus, larger 
households arc much more likely to be poor than smaller households, 
holding other factors constant. Note, however, that household size is 
quantitatively less important than, say, the employment variables, 
except for very large households. 

The influence of other household characteristics varies across 
regions. For example, associations between population size in the 
household's area of residence Oevel of urbanization) and the 
probability of household poverty differ significantly. This is, of 
course, to be expected, given regional differences in the geographic 
location of industry. In Quebec, residence in an urban area with a 
population of between 30,000 and 99,999 is associated with a lower 
probability of poverty than residence in a larger urban centre (the base 
category). ln ail other regions, there is no significant difference in the 
poverty probabilities of households living in large- versus medium
sized urban arcas. In Atlantic Canada, Quebec, and Alberta, 
households living in small urban areas (of less than 30,000 population) 
have a higher risk of being poor than those living in large cities (of 
greater than 100,000 population). In Atlantic Canada, the Prairie 
provinces, and Alberta, non-farm inhabitants of rural areas have a 
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higher probability of poverty than "big-city" residents, suggesting a 
shortage of employment opportunities in these rural areas. Alter
natively, if the cost of living is lower in rural areas, poor households 
may choose rural locations. Finally, in ail regions farm households 
face a much higher risk of poverty than residents of large cities. 
Quantitatively, this is the most important of the urbanization 
variables. 

There are also important differences across regions in which 
family types are most likely to be poor. In Atlantic Canada, Quebec, 
and Ontario, couples without children are more likely to be poor than 
unattached individuals. In Ontario alone, couples living with never
married children or couples living with other relatives or unrelated 
persons have a higher chance of being poor than unattached 
individuals. This is not truc in any other region. In the western regions, 
family structure is not significantly related to poverty probabilities. 
The one exception is that single mothers face an increased threa t of 
poverty in Alberta. This is the most consistent finding about the 
relationship between family type and poverty, but it is not true in 
British Columbia or the Prairie provinces. This result suggests that 
the transfers available to single parents are less successful at 
preventing poverty than the transfers available to the elderly, 
confirming conclusions drawn by Smeeding et al. (1988). Table 5 
indicates, however, that the magnitude of the association between 
poverty and family structure is rather small. 

Regression results provide only limited support for the hypothcsis 
that language barricrs arc important determinants of poverty. If in 
Quebec, the Prairie provinces, and British Columbia the mother 
tongue of the head of the household is French, the probability that 
the household is poor is higher than if the mother tongue is English. 
Having a French-speaking head reduces the probability of poverty in 
Atlantic Canada. If the head of household has a mother tongue other 
than English or French, the chances of po verty are higher than with 
an English-speaking head in Atlantic Canada and British Columbia. 
This variable is not significant elsewhere, but because the variable 
"mother tongue" does not indicate the facility of an individual in 
other languages (such as English), it may not adequately rcflect 
language barriers. 

If the head of household arrived in Canada between 1981 and 
1986, that household's chances of poverty are higher in Quebec but in 
no other region. In Atlantic Canada, households with a head born in 
northwestern Europe, the United States, or Great Britain (NWE-born) 
are less likely to be poor than households with a Canadian-born head 
(the base). Immigrants from southeastern Europe (SEE-born) arc less 
likely to be poor in Ontario. The probability of po verty is positively 
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associated with having a head born in China or Southeast Asia (SEA
born) in Quebec, Ontario, and the Prairie provinces. Having a head 
born elsewhere in Asia (OTA-born) is positively associated with 
poverty in Quebec, whereas having a head born elsewhere (OTH-born) 
increases expected poverty in Quebec and British Columbia. 

ln summary, the most consistent findings across ail regions are that 
extra workers or extra weeks of full-time work (by the head or spouse) 
are negatively associated with poverty. Households with older or 
better-educated heads are less like1y to experience poverty, whereas 
households with female heads are more likely to be pOOf. Thus, sorne 
similarity exists across regions in the demographic or labour market 
characteristics associated with a high probability of household 
poverty. But there also are notable differences in the variables 
associated with high poverty probabilities. These may reflect the 
special problems of specific regions and suggest worthwhile avenues 
for future research-for examplc, why does family structure play a 
different role in Ontario? 

By combining information on the demographic and labour market 
characteristics of a region with information about which 
characteristics increase chances of poverty, it is possible to gain a 
better understanding of regional differences in the incidence of 
poverty. This is the goal of the next section. 

Regional Differences in the Predicted Incidence of PovertY 

Sorne differences in the mean values of demographic and labour 
market characteristics found to influence poverty probabilities arc 
apparent in Table 1. First, households in Alberta obtain, on average, 
49.52 weeks of full-time employment, whereas households in Atlantic 
Canada obtain only 38.06. Second, average household size is 
somewhat larger (3.01 members) in Atlantic Canada than elsewhere 
(2.66, for example, in Quebec). Third, households in Alberta have 
heads that are younger (43.3) on average than clsewhere (47.6, for 
example, in British Columbia). Fourth, Atlantic Canada stands out as 
ha ving fewer female-headed households (25 percen t) than elsewhere 
(30-31 percent).!5 Fifth, patterns of education differ substantially, 
presumably in response to the job requirements of a region. In Atlantic 
Canada and Quebec, 30 percent of household heads have only 
e1ementary-Ievel education. [n Alberta and British Columbia, only 13 
and 9 percent of heads have just clcmentary schooling, respectively. 

15.	 13ecnuse "hendship" is defilwd in terms of the individunl with the higher income, 
this mny merely indicnte poorer employment options for mnles in this region. 
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Finally, in British Columbia and Ontario only 71 percent of household 
heads were born in Canada compared with 96 percent in Atlantic 
Canada. 

This sampling of the differences in demographic and labour 
market characteristics across regions suggests that such factors may be 
at least partially responsible for observed differences in the incidence 
of poverty. In other words, it is evident that poverty in a particular 
region may be higher because there arc more high-risk households. 
But the estimation results presented in the previous section also point 
out differences in the degree to which a particular characteristic 
increases the risk of poverty (as weil as differences in which factors 
are significant). 

To sort out the relative contributions of these two types of regional 
differences, a simulation exercise was carried OUt.!6 ln Table 6, which 
presents average predicted probabilities of poverty,17 the first column 
records the actual incidence of poverty for each regional sample 
(weighted). The second column shows the average predicted 
probability of poverty, obtained by applying the probit equation 
estimated for Atlantic Canada but using data for the other regions. 
Reading down this column thus answers the question: "How would 
poverty incidence differ in Atlantic Canada if the demographic 
composition and labour market experiences of the population were 
changed to those of Quebec, of Ontario, or of any other region? Each 
column of Table 6 can be interpreted in a similar fashion. 

Reading across the rows of Table 6 answers the other question: If 
demographic and labour market characteristics are held constant but 
the likelihood of poverty, given those characteristics, differs across 
regions, how would regional poverty incidence be affected? Average 
predicted probabilities of poverty reported in the first row of Table 6 
are ail ca1culated using the (weighted) Atlantic sample. Each entry is 
obtained using a different estimated probit equation. Other rows have 
similar interpretations. 

lt should be noted that for this simulation exercise the aggregate 
leve1 of poverty in each region is allowed to vary (the probit analysis, 
by contrast, focused on finding the characteristics associated with a 
higher probability of poverty for a household with particular 
characteristics, given a fixed aggregate levcl of poverty in the region). 

16.	 The nppronch ndopted is similnr in spirit to thnt employed in studies of gender 
discriminntion-see Miller (1987) for the most recent Canndinn study of this type. 
Dooley (1989) uses n similnr nppronch to investignte rensons for n decline in child 
poverty between 1973 nnd 1986. 

17.	 The probnbility of povL'rty for ench household is cnlculnted by evnlunting the 
cumulntive density function (CDF) for the stnndnrd normnl distribution given the 
household's own chnrncteristics nnd the estimnted (5 vector. The vnlue reported in 
Tnble 6 is then the menn probnbility over nll households. 
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TABLE 6 Average Predicted Probability of Poverty 

Predicted Incidence 

AduaJ Atlantic Quebec Ontario Prairie Alberta Be 
Inddenœ Equation Equation Equation Equation Equation Equation 

Atlantic sample 0.38 0.37 0.29 0.27 034 0.28 0.31 
Quebcc sample 
Ontario sample 
l'rairie sample 
Alberta sample 
BC sample 

0.31 
0.21 
029 
0.20 
0.23 

0.32 
0.27 
0.37 
0.27 
0.32 

0.33 
0.21 
0.27 
0.21 
0.24 

0.27 
0.19 
0.25 
0.20 
0.23 

0.35 
0.22 
0.30 
0.22 
0.26 

0.20 
0.20 
0.27 
0.21 
0.25 

0.40 
0.24 
029 
0.23 
0.27 

Note: These estimaks are obtained by evaluallng for each household the CDr for a standard normal 
distribution given the household's characteristics, Xi' and the vector of esl;mated parameters, ~. 
Reporll'd values are the means of the indIvidual probabl1itles. 

Tt also should be noted that the simulation exercise is aimed at 
exploring further the relationships between household characteristics 
and poverty; it is not intended to be "realistic". 

What general conclusions can be drawn from Table 6? Regardlcss of 
the	 column (probit equation) chosen, the predicted probability of 
poverty is high for the Atlantic sample and low for the Ontario and 
Alberta samples. The predicted probability of poverty for the Quebec 
sample is high using ail but the Alberta equation (the predicted 
probability of poverty is particularly high when the estimated 
British Columbia equation is used 18). 

Reading across the first row, it is apparent that predicted poverty 
for the Atlantic sample is lower when any equation other than the 
A tIan tic equa tion is used. (The pred icted probabili ty of poverty for 
the Atlantic sample is 10 percentage points 100ver when the Ontario 
probit estima tes arc employed.) Reading across the fifth row indicates 
that predicted poverty for the Alberta samplc is relatively 
unchanged when any other equation is used (differences arc within ±2 
percentage points). Only when the probit estimates for Atlantic 
Canada arc employed does predicted poverty for the Alberta sample 
increase substantially. (The pattern of results for Ontario is fairly 
similar except that predicted poverty increases notably when either 
the British Columbia estimates or the Atlantic estimates are 
employed.) Predicted poverty for the Quebec sample is very similar 
when the Atlantic equation is used, lower when either the Alberta or 
Ontario equations arc used, and higher when either the Prairie or 
British Columbia (especially) equations are used. 

18.	 This occurs because households with French-speaking heads have a very high risk 
of poverty in British Columbia. 

ln summary, Table 6 suggests that the probability of poverty is 
higher in Atlantic Canada because of the demographic and labour 
market characteristics of the population and because households wi th 
the same characteristics have a higher probability of being poor in 
Atlantic Canada than elsewhere. In contrast, households in either 
Alberta or Ontario are less likely to be poor primarily (though not 
entirely) as a result of the characteristics of the Alberta and Ontario 
populations. Predicted poverty for these subsamplcs is rather similar 
(and low) regardless of the probit estimates employed for prediction 
(the exception occurs when the Atlantic probit equation is used). 

Given these rather general results, it is interesting to probe deeper 
to discover the differenccs in characteristics or estimated equations 
most important for explaining regional differences in the incidence of 
poverty. Consider, then, a comparison of Atlantic Canada and 
Ontario, two regions with very different characteristics and poverty 
experiences. An examination of Tables 1, 4, and 5 (presenting data 
means, coefficient estima tes, and calculated probabilities of poverty, 
respectivcly) suggests that differences in employment variables (total 
number of workers and weeks of full-time work by head and spousc) 
and differences in average educational lcvels may be significant 
factors in understanding differences in the poverty experiences of the 
two regions. 19 The (weighted) average number of workers per 
household in Atlantic Canada is 1.45; in Ontario, 1.55 (sec Table 1). ln 
Atlantic Canada, households obtain an average of 38.06 weeks of full
time employment; in Ontario, 46.98 weeks. 20 As weil, average 
educational levels arc considerably higher in Ontario than Atlantic 
Canada. In Atlantic Canada, 30 percent of household heads have only 
elementary education, but only 19 percent of heads in Ontario have 
very low lcvcls of education. Twenty-one percent of household heads 
in Atlantic Canada arc educated beyond the high school level, 
whereas 27 percent of Ontario household heads are highly educated 
(these differences presumably reflect differenccs in employment 
opportunities available).21 

19.	 Differences in household size (3.01 in Atlantic Canada versus 2.73 in Ontario) and 
in the urban/rural distributions of the two populations also may play a raie in 
explaining povl'rty differentiaJs. These seem to be quantilatively Jess important, 
however. 

20.	 These averages are ail less than 52 since man y households (such as the rclired) 
have zero weeks of work. 

21.	 Some demographic differences between the two regions opera te in the opposite 
direction. For example, there are more female-headed households in Ontario, 
which should, other things being held constant, increase poverty. As well, there 
are more immigrants living in Ontario, which should again increase poverty, These 
influences, however, are notlarge enough to offset the more important differenccs 
discussed a bove. 
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Given these differences in employment and educational levels, as 
weil as the important relationship between these variables and 
household poverty status indicated by the estimated probit equations, 
two simulation exercises have been conducted. The first explores the 
link between "earnings capacity" (Garfinkel and Haveman 1977) and 
the probability of poverty. If age and education are regarded as rough 
proxies for earnings capacity, then these variables will be of primary 
importance for households with heads of traditional labour market 
age. Thus, the simulations that follow focus on the subsamples of 
households with heads under 65 years of age.22 What would happen to 
the probabilities of poverty in Ontario and in Atlantic Canada if aIl 
household heads were age 41.01 (the mean for Ontario heads of 
household under 65 years of age) and had a university-level 
education?23 What would happen to the probability of poverty in both 
regions if aIl household heads were age 41.01 (again, the Ontario 
mean) but had only an elementary education? 

Table 7 reports the results of this simulation. Using the Ontario 
probit equation, the average calculated probability of poverty for 
households with heads under 65 years of age is 14 percent. If ail heads 
are assigned an age of 41 years and a university-level education, the 
probability of poverty drops to 11 percent. ln contrast, if ail household 
heads under age 65 are assigned an age of 41 years and only an 
elementary-level education, the probability of poverty increases to 18 
percent. 

ln Atlantic Canada, the mean predicted probability of poverty for 
household heads under age 65 is 31 percent. If ail household heads 
under 65 are assigned an age of 41 years and a university-level 
education, the average predicted probability of poverty drops to only 
12 percent (29 percentage points). Under this scenario, there is little 
difference between predicted poverty in Ontario (11 percent) and 
predicted po verty in Atlantic Canada (12 percent). Of course, it is 
important to remember that a sufficient supply of "good jobs" would not 
suddenly appear in either region if ail workers attained a university
level education. The simulation is thus in no way intended to be 
"realistic". Still, it does illustra te the important role played by 
differences in education levels (and the associated numbers of "good 
jobs"?) in explaining differences in poverty between Atlantic Canada 
and Ontario. 

22.	 There also will be, of course, a link from previous market earnings capacity and 
current poverty status of the elderly as a result of pension entitlements. But as this 
depends on a less straightforward Interpretation of "earnings capacity", the focus is 
kept 011 those under 65 years of age. 

23.	 Ali other household characteristics are lelt at their observed values. 
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TABLE 7 Association between Full-time Weeks of Work, "Eamings Capacity", 
and Poverty (average predicted probability of poverty) 

Ontario Atlantic 
Probit Probit 
Equation Equation 

Ontario sample with heads < 65 0.14 

Ontario sample with heads < 65 0.11 
AGEHD = 41.01 
EDUCHD = UNlV 

Ontario sampie with heads < 65 0.18 
AGEHD = 41.01 
EDUCHD =ELEM 

Ontario sample with heads < 65 0.11 
WKFTHD = 41.13 

Atlantic sampie with heads < 65 0.31 

Atlantic sampie wilh heads < 65 0.12 
AGEHD =41.01 
EDUCIID = UNIV 

Atlantic sampie with heads < 65 0.40 
AGEHD = 41.01 
EDUCHD = ELEM 

Atlantic sam pIe wilh heads < 65 0.22 
WKFTHD =41.13 

Note: AGEHD refers to the age of the household head. The mean value of AGEHD for heads under 65 
years in Ontario is 41.01. EDUCHD refers to the educationallevel of the household head. WKFI'HD 
refers to weeks of full-lime employment obtained by the household head. The mean value for this 
variable for heads under 65 years in Ontario is 41.13. 

Given the estimated importance of full-time employment 
opportunities for preventing poverty, an additional simulation 
exercise was conducted. In Ontario, average weeks of full-time work 
for heads of household under age 65 is 41.13 with a standard deviation 
of 18.96 weeks. Suppose ail heads of household under 65 (that is, of 
labour market age) had equal access to weeks of full-time work within 
the region. How would the probability of poverty change? In Atlantic 
Canada, household heads under 65 receive an average of only 34.78 
weeks of full-time work. If ail heads of household in Atlantic Canada 
had access to the mean weeks of full-time work available in high
employment Ontario, how would the probability of poverty change? 

Table 7 also presents the results of these simulations. In Ontario, 
the observed incidence of poverty for households with heads under age 
65 is 16 percent. Predicted poverty given each household's actual 
weeks of full-time employment is 14 percent. The predicted incidence 
of poverty is only 11 percent, however, if ail heads receive 41.13 weeks 
of full-time employment (the mean for the region).24 Thus, inequality 

24.	 No changes in spouse's access to employment are simulated. 



68 l'HII'l'S REGIONAL DIFFERENCES IN TI lE INCIDENCE OF POVERTY 69 

in access to weeks of full-time work is noticeably associated with 
poverty even in high-employment Ontario. 

Finally, Table 7 reports the results of simulating a scenario in 
which ail household heads under 65 years of age in Atlantic Canada 
receive 41.13 weeks of full-time work (the Ontario mean). This 
procedure eliminates inequality in access to employment within the 
Atlantic Region and increases the overall level of employment. For 
the subsample of Atlantic households with heads under age 65, the 
observed incidence of poverty is 32 percent, predicted poverty with 
actual weeks of work is 31 percent, and predicted poverty at the mean 
weeks of full-time employment available in Ontario (for the 
household hcad) is only 22 percent. This result strongly reinforces the 
conclusion that access to work is critical for preventing poverty. 

Conclusions 

This article explores some of the reasons for regional differences in the 
incidence of po verty in Canada. For this purpose, probit equations 
predicting the probability of poverty incidence for each of six regions 
were estimated using microdata from the 1986 Statistics Canada 
Family Expenditure Survey. By estimating probit equations, it is 
possible to determine the influence of a particular characteristic (such 
as age), holding fixcd all other attributes of the household (such as 
educational Icvel, number of dependents). This approach thus 
provides more information about the characteristics associated with 
poverty than would a simple listing of observed frequencies of po verty 
for various demographic subgroups. 

The results emphasize the important association between the 
probability of poverty and the employment characteristics of the 
household (weeks of full-time employment and number of earners), as 
weil as the age and educational Icvel of the household head. These 
findings arc reinforced through a simulation exercise using estimated 
probit equations. Simulation indicates that there would be Iittle 
difference in the average predicted probability of poverty in Atlantic 
Canada and Ontario if ail heads of household (under 65 years) had a 
university-level education and presumably the "good jobs" that often 
accompany higher education (12 percent in Atlantic Canada and 11 
percent in Ontario). Further, simulation indicates that poverty 
incidence among households in Atlantic Canada (with heads under 65 
years of age) would fall by 9 percentage points (that is, the incidence 
of po verty would fall by 29 percent) if ail heads of household had 
equal access to the mean weeks of full-time work available in Ontario. 

In 1976, the Economic Council of Canada 0976: 122) concl uded tha t 
"poverty ... is no longer a phenomenon closely rclated to the labour 

force". The results of this study, however, point to the importance of 
employment opportuni ties for reducing poverty in all regions. 
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Appendix: Names and	 Descriptions of Variables 

Note that variables marked with an asterisk (*) are base categories 
and are excluded from the probit equations. 

I. Independent Variables 

•	 Number wkrs Total number of household members with 
any paid employment, including members 
other than head or spouse 

Weeks FT	 Weeks of full-time employment by head 
and spouse (if present) only 

Weeks PT Weeks of parHime employment by head 
and spouse (if present) only 

•	 Number in household The basic unit of observation for the 
FAMEX data is a "spending unit", 
defined as a group of people dependent on 
a common or pooled income and living in 
the same dwelling. "Number in 
household" is thus the number of 
members of the "spending unit". 

Age of head The age of head where the head is 
defined as the person answering the 
survey unless (1) the reference individual 
had an income before tax of less than 
$11,000 and the spouse had an income one 
and a half times that of the reference 
individual; or (2) the reference 
individual had an income of zero and the 
spouse had a positive income. In such 
cases, the spouse is designated head of 
household. 

• Large city* = 1 if the household residence is in a city 
with a population greater than or equal 
to 100,000; =aotherwise 

Medium city = 1 if the household residence is in a ci ty 
with a population greater than or equal 
to 30,000 but less than 100,000; = a 
otherwise 

Small city	 = 1 if the household residence is in a city 
with a population of less than 30,000; = a 
otherwise 

Rural: farm = 1 

Rural: non-farm = 1 

• Unattached 
individual* = 1 

Couple = 1 

Family + kids = 1 

Family + others = 1 

Lone parent 1 

Misc family 1 

• Male head* = 1 

Female head = 1 

• Elementary* = 1 

High school = 1 

Diploma = 1 

University = 1 

• Cdn res > 5 yrs* = 1 

if the household residence is rural and 
farm; =aotherwise 
if the household residence is rural but 
non-farm; =aotherwise 

if the household consists of an individual 
living alone; =aotherwise 
if the household consists of a married 
couple without dependents (as of 
December 31); =aotherwise 
if the household consists only of parents 
plus never-married sons or daughters; = a 
otherwise 
if the household consists of a married 
coupie living together wi th other 
relatives or with other non-relatives; = a 
otherwise 
if the household consists of a single 
parent living with never-married sons or 
daughters; = aotherwise 
if the household has any other structure 
(such as non-related persons pooling 
income and sharing accommodation); = a 
otherwise 
if the head of the household, as defined 
above, is male; = () otherwise 
if the head of the household, as defined 
above, is female; = aotherwise 
if the head of the household has only an 
elementary-Ievel education; = a 
otherwise 
if the head of the household has 
completed high school; = a otherwise 
if the head of the household has 
completed a diploma programme beyond 
high school level; = a otherwise 
if the head of the household holds a 
university degree; =aotherwise 
if the head of the household has lived in 
Canada for more than fi ve years 
(including individuals born in Canada); 
=aotherwise 
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Newcomer == 1 

•	 English
speaking* == 1 

French-speaking == 1 

Other language = 1 

•	 Cdn-born* == 1 

NWE-born = 1 

SEE-born ==1 

SEA-born == 1 

OTA-born == 1 

OTH-born == 1 

II. Dependent Variable 

Poor == 1 

PHIPPS 

if the head of the household has lived in 
Canada less than five years; == 0 
otherwise 

if the mother tongue of the head of the 
household is English; == 0 otherwise 
if the mother tongue of the head of the 
household is French; == 0 otherwise 
if the mother tongue of the head of the 
household is a language other than 
English or French; == 0 otherwise 
if the head of the household was born in 
Canada; == 0 otherwise 
if the head of the household was born in 
Great Britain, the United States, or 
northern or western Europe; == Ootherwise 
if the head of the household was born in 
southern or eastern Europe; == Ootherwise 
if the head of the household was born in 
China or Southeast Asia; == Ootherwise 
if the head of the household was born 
elsewhere in Asia; == 0 otherwise 
if the head of the household was born 
anywhere else in the world (such as 
Africa or South America); == 0 otherwise 

if household income before tax is less 
than poverty level as defined by the 
Canadian Council on Social Development 
(see footnote 12); == Ootherwise 


