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Introduction

The Wellesley Institute is a non-partisan research and policy institute. Our focus is research and
pragmatic policy solutions on issues of population health and health disparities. We appreciate the
opportunity to provide this brief to the Standing Committee on Finance. Given the mounting evidence
on the economic and social impacts of inequality, we believe that it is very timely that the Finance
Committee is studying this issue. We hope that this study will be the first step in a comprehensive
federal policy agenda to reduce income inequality.

Our work at the Wellesley Institute is largely focused on the social determinants of health, which are
sometimes called “the causes of the causes” of ill health. It is well established that our health is
dependent on factors such as housing, income security, the nature of our work, racism, gender, social
inclusion and immigrant status.' People with lower socio-economic status have worse health, and the
distribution of socio-economic status is not random. For example, single parent families headed by
women and racialized Canadians, including Aboriginal peoples, are more likely to be poor and
marginalized.?

A recent report from Statistics Canada provides a stark example of the impact of these factors on health.
The difference in life expectancy at age 25 between the highest and lowest income groups was 7.1 years
for men and 4.9 years for women.? While these differences are striking, an equally important finding is
that life expectancy increases with each and every step up in the income scale. Research found even
greater gaps in health-related quality of life between the highest and lowest income groups. Once again
there was an improvement in health at every step up in the income scale.

The evidence is clear that income inequality in Canada is growing®, and that income inequality is harmful
to our economy’, to our society® and to our health.” International research demonstrates that inequality
has an impact on our health and wellbeing.? In more equal countries people are healthier, live longer,
and commit fewer crimes. These relationships hold among all income groups. Even for the highest
income segment of the population, people are safer, healthier and live longer when they live in a more
equal society.

Income Inequality in Canada

Recently released data from Statistics Canada shows that income inequality in Canada has been rising.
While the real incomes of the top 10 per cent of Canadians increased by 32 per cent between 1982 and
2010; the incomes of the bottom 90 per cent increased by only 6 per cent over that 28 year period.’
Recent analysis by the Conference Board of Canada™ and the Organization for Economic Co-operation
and Development (OECD)"" has confirmed this trend. Work from the Canadian Centre for Policy
Alternatives has documented the concentration of income to those with the very highest incomes.*
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Role of Government Policy in Increased Inequality

Government policy choices have a profound impact on the level of income inequality. The tax and
transfer system is the most direct and powerful tool policy makers can use. Progressive taxes and
transfers redistribute income from those with more resources to those with less. Governments also
have other powerful levers, including labour market regulation® and the direct provision of services to
Canadians.™

Recent OECD research shows that the Canadian governments’ policies, taxes and benefits are less
effective in reducing inequality than those of most other OECD governments; and that they are less
effective than they have been in the past.”” The report points to the fact that at the same time that the
richest 1% of Canadians saw their share of total income increase and that of the richest 0.1% more than
doubled, the top federal marginal income tax rates saw a marked decline: dropping from 43% in 1981 to
29% in 2010. It goes on to report that prior to the mid-1990s, the Canadian tax-benefit system was as
effective as those in the Nordic countries in stabilizing inequality, offsetting more than 70% of the rise in
market income inequality. Currently, taxes and benefits offset less than 40% of the rise in inequality.™®

Impact of Austerity Programs on Income Inequality and Economic Growth

The federal government has embarked on an austerity program that is reducing the fiscal capacity of the
state and its role in the economy. The graph below illustrates the sharp reduction in the role of the
federal government in the economy and society.
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A recent International Monetary Fund (IMF) study has confirmed such austerity programs slow
economic growth, especially in low-growth environments.'” Additional IMF research, drawing on
international evidence, explores the distributional impact of austerity programs, concluding that they
increase unemployment, and long-term unemployment in particular.”® The report also shows that the
burden of austerity is disproportionately borne by wage earners rather than those who rely on profits or
rents for their incomes.

This evidence suggests that austerity programs like the one that the federal government has embarked
upon decrease both gross domestic product (GDP) and increase inequality. This confirms what we know
about the distributional impact of public services in Canada. Research shows that while all Canadians
benefit from public services; lower income Canadians benefit more.*® The impact of the loss of public
services will not be felt equally by all Canadians. They will have the largest impact on those who do not
have the means to purchase services outside the public system.

Health Impacts of Inequality and Austerity

As the mortality data shows, the health impacts of inequality are not limited to low-income individuals
and families. Worldwide, there are over 170 studies on income inequality and its relation to health. Data
has demonstrated that in more unequal countries people live shorter lives, a higher proportion of
children die in infancy, obesity is more common, as is mental illness and the use of illicit substances.
Further, people in countries with high income inequality rate their health as worse than those in more
equal nations.” A poll by the Canadian Medical Association showed a widening gap in self-reported
health between higher income and lower income Canadians after the great recession. In 2012, those
with incomes above $60,000 were 29 percentage points more likely to describe their health as excellent
or very good in comparison to those with incomes below $30,000. In 2009, the gap between the two
groups was 17 points.21

Austerity programs have an impact on health through multiple pathways. Increased unemployment,
lower job quality, decreased access to or levels of social benefits, and less access to services that
support social inclusion will all have a negative impact on Canadians’ health. Research on the aggregate
level has shown that high levels of unemployment in society and neighbourhoods are correlated with
poor health and increased mortality.”> The impact of employment on health is not limited to whether
you have a job. The nature of the work we do — whether it is full-time, part-time or contract — the
income we draw, the physical or psychological strain, and the conditions of work has significant health
implications. All of these impacts will fall disproportionately on Canadians with lower socio-economic
status thereby reinforcing the adverse health impacts of being poor or marginalized.

Conclusion

The evidence is clear that inequality is increasing in Canada. Due to the negative impacts of increased
inequality on our society and health, we urge the government of Canada to utilize the many policy tools,
like the tax and transfer system, at its disposal to reduce inequality. We hope that this study will begin a
process of policy evaluation that results in that change in direction.
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