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Economic Security in Nova Scotia  
 

Executive Summary  

 

This report assesses economic security in Nova Scotia. It uses an aggregate index, 

based on security from the economic risks imposed by four key factors ï 

unemployment, illness, old age, and single parenthood ï to examine trends in 

economic security in both Nova Scotia and Canada from 1981 to 2007. It also 

examines provincial and national trends in four additional indicators (minimum wage 

levels, social assistance levels, child benefits, and the adequacy of the minimum wage 

in relation to the poverty line) of the adequacy of Nova Scotiaôs social safety net. The 

basic conclusions: 

 

 Economic security in Nova Scotia decreased during the 1981-2007 period, as it 

did nationwide. In 2007, the overall index of economic security in Nova Scotia 

was 0.581, a decline of 12.9 per cent from its level of 0.667 in 1981. Nationwide 

the economic security index declined from 0.666 to 0.555, a decline of 16.7 per 

cent. 

 

 The increased economic risks associated with illness, due to sharp increases in 

direct private health care expenditures as a proportion of disposable income, were 

the main driving forces behind this development. The index of security from the 

risks imposed by illness in Nova Scotia declined by 52.9 per cent from 0.915 in 

1981 to 0.431 in 2007. Nationwide, the decline was 59.3 per cent from 0.813 in 

1981 to 0.331 in 2007. 

 

 Security from unemployment risks largely followed the business cycle, dropping 

particularly dramatically during the early 1990s, and not recovering to 1981 levels 

until 1999. The registered improvement of 13.8 per cent between 1981 and 2007 

is however particularly sensitive to the relative weights given to the different 

components of that sub-index. The much stronger weight given to changes in the 

unemployment rate than to employment insurance benefits (4:1) means that the 

significant drop in the unemployment rate far outweighs the reduction in 

Employment Insurance (EI) coverage during this period. 

 

 Improvement in security from the risks of poverty associated with single 

parenthood is attributable primarily to two factors ï a decline in Nova Scotiaôs 

divorce rate and an increase in labour force participation by single mothers. The 

improvement in economic security for single mothers must be balanced both 

against their higher levels of time poverty and reduced time with their children, 

and against the hidden costs of employment (like higher child care and other 

expenditures) that are not accounted for in the index of economic security.  

 



 In terms of the overall index of economic security, Nova Scotia ranked third out 

of ten Canadian provinces in 1981 and fourth out of ten in 2007. This relative 

decline was driven primarily by a drop in Nova Scotiaôs ranking of economic 

security from risks imposed by elderly poverty from second place in 1981 to sixth 

place in 2007. 

 

 Minimum wages are increasing at a marginally faster rate in Nova Scotia than the 

average in Canada. This province had the third lowest minimum wages in Canada 

in 1981, and improved its ranking by one by 2007. Nationally, inflation matched 

nominal increases, leaving the real hourly minimum wages at about the same 

level in 2007 as in 1981. In Nova Scotia, there was an increase of 4.0 per cent in 

real terms over the period. 

 

 Welfare benefits have decreased in real terms in Canada over the period of 1986-

2006, but Nova Scotia has seen a substantially sharper decline in welfare benefits 

than the Canadian average.  

 

Canadians and Nova Scotians working at minimum wage have to put in more 

hours than a normal full-time working week just to reach the poverty line, raising serious 

questions about the adequacy of minimum wages to meet household needs. 
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Economic Security in Nova Scotia 1 
 
Part I: Introduction  
 

A. Defining Economic Security  
 

Has economic security in Nova Scotia increased or decreased in recent years? Do Nova 

Scotians have greater economic security compared to those in other provinces in Canada? 

This report will attempt to answer these questions by constructing an index of economic 

security for Nova Scotia. In addition, it will examine three components of Nova Scotiansô 

social safety net ï minimum wages, social assistance, and child benefits. 

 

Economic security means that individuals have a sense of certainty about their economic 

safety both for today and for the future. The economically secure do not worry about 

finding adequate economic resources to support themselves and their families, especially 

when encountering the economic losses that may result from being unemployed, ill, 

separating from an income-earning partner, or growing old. Thus they do not feel anxiety 

about adverse circumstances that they may encounter in the future.  

 

However, public opinion polling reveals that many Canadians feel themselves to be 

economically insecure and that such insecurity decreases their subjective state of 

wellbeing (Smith, 2003:13). Osberg (1998) has argued that economic insecurity is, in a 

general sense, ñthe anxiety produced by a lack of economic safety, -- i.e. by an inability 

to obtain protection against subjectively significant potential economic losses.ò Since 

individualsô perceptions of economic insecurity about the future affect their present 

feelings of wellbeing, economic security can be considered to be an important component 

in the measurement of individualsô wellbeing. As such, it is a key indicator in the Index 

of Economic Wellbeing, the Genuine Progress Index (GPI), and other measures that go 

beyond the narrower GDP-based growth measures. 

 

This report adopts the approach to measuring economic security developed by the Centre 

for the Study of Living Standards (CSLS) to investigate the trends in economic security 

in Nova Scotia over the 1981-2007 period. The components of economic security 

described in this report also match those that are currently being assessed by CSLS in its 

work on the Living Standards domain of the new Canadian Index of Wellbeing.  

 

Part One describes in detail the construction of the CSLS index of economic security for 

Canada and provinces, with emphasis on the economic risks associated with 

unemployment, illness, single-parent poverty, and elderly poverty. Part Two looks at the 

trends in the overall index of economic security and in the four component indices for 

                                                 
1 This report was commissioned by GPI Atlantic from the Centre for the Study of Living Standards (CSLS), Ottawa, 

and was prepared by Andrew Sharpe, Executive Director of CSLS, and Lars Osberg, University Research Professor in 

Economics at Dalhousie University, with the help of Ronald Colman from GPI Atlantic and Simon Lapointe from the 

CSLS. The economic security data contained in this report constitute part of CSLSôs Index of Economic Wellbeing. 



Nova Scotia over time, and compares the Nova Scotia results both to the Canadian 

averages and to trends in economic security in other provinces in order to assess whether 

Nova Scotians are more or less economically secure than other Canadians. Part Three 

examines the Nova Scotia results for four additional indicators of economic security that 

are also intended for inclusion in the CSLS report for the Canadian Index of Wellbeing, 

and again compares those results to the rest of the country. These additional indicators 

are minimum wages, social assistance benefits, minimum wage relative to the poverty 

line, and child benefits. Part Four summarizes the main conclusions of the report. 

 

In addition to the components examined in detail in this report, there are other key 

components of economic security that have already been studied in other GPI research. 

Indicators of labour market security, such as employment rates, long-term 

unemployment, job quality and security, overtime work, and wages, are examined in GPI 

Atlanticôs report, Working Time and the Future of Work in Canada (April 2004). The 

impact of unemployment on an individualôs life is often drastic and rarely beneficial. 

Giving people a fair chance to work certainly has a favourable impact on wellbeing.  

Fully utilizing all potential labour not only improves economic performance, but also 

contributes to improved living standards and, to a certain degree, to the prevention of 

social exclusion. 

 

GPI Atlanticôs report Income Distribution in Nova Scotia (July 2001) examines income 

levels and income distribution in the province, and GPI Atlantic is releasing a report on 

debt and assets in Nova Scotia in 2008, which assesses Nova Scotiansô financial security. 

These three reports combined will therefore give a good overview of the different 

components of income security, financial security, and job security. 

 

B. Measuring Economic Security: Methodology  
 

i. The CSLS Approach 
 

Ideally, one would measure trends in economic security with data that included, for 

example, the percentage of the population who have a credible employer guarantee of 

long-term job security or who have adequate savings or access to credit to allow them to 

meet their needs during an economic crisis, such as an illness or unemployment. 

Employment security can also be seen in a more general way as existing when workers 

perceive a high probability of re-employment in the case that one is laid off. Factors 

contributing to security in this view would then include, among others, a perception of 

having marketable skills and facing strong labour demand. However, consistent data on 

subjective worker perceptions are not widely available. Hence, the Centre for the Study 

of Living Standards (CSLS) instead adopts a ñnamed risksò approach that addresses the 

change over time in four key objective economic risks. This assessment of economic 

security, along with three other economic components (consumption, wealth, and 

equality), makes up the CSLSôs Index of Economic Wellbeing (IEWB) (see Osberg and 

Sharpe, 2002a, 2002b, 2005 and 2006). The CSLS approach to economic security, along 

with four additional indicators in this area, has also been adopted for the economic 

security component of the Nova Scotia Genuine Progress Index. 



 

ii.  Four Components of Economic Security  
 

Appendix 1 shows the detailed composite indicators of the CSLSôs IEWB. The IEWB 

economic security component includes measures of the economic risks associated with 

unemployment, illness, single female parenthood, and poverty in old age. In each case, 

the risk of an economic loss associated with the event is modelled as a conditional 

probability, which itself is the product of a number of underlying probabilities. The 

prevalence of economic risk is then weighted by the proportion of the population that it 

affects. The core hypothesis underlying this proposed measure of economic security and 

insecurity is that changes in the subjective level of anxiety about a lack of economic 

safety are proportionate to changes in objective risk.  

 

The economic risk associated with unemployment can be modelled as a weighted average 

of the risk of unemployment and the extent to which people are protected from the 

income losses of unemployment. Changes in the unemployment rate are taken as a proxy 

for freedom from the risk of unemployment. The extent to which people have been 

protected by employment insurance (EI) from the financial impacts of unemployment is 

modelled as the product of: 1) the percentage of the unemployed who claim regular EI 

benefits, and 2) the percentage of average weekly wages replaced by EI. 

 

The IEWB focuses the economic risk associated with illness on the risk of incurring 

uncompensated health care costs, assuming that risk is proportional to the share of 

uninsured private medical care expenses in disposable income. In Canada such data are 

available from the Survey of Household Spending of Statistics Canada (for Canada and 

the provinces from 1997 to 2006) and from the Canadian Institute for Health Information 

(from 1975 to 2007, but only for Canada). The IEWB uses direct health care costs to 

households
2
, or out-of-pocket expenditures, to model the risk associated with illness (e.g. 

pharmaceuticals, eye care goods and services, dental care). These expenditures were 

either less prominent at the time public insurance was put in place or consist of medical 

procedures that have been removed from public insurance coverage over the years. The 

increase in pharmaceutical costs not covered under Medicare arises partly from the 

availability and increasing importance of new drugs in medical practice (whose 

incremental benefits imply an improvement in health outcomes) and partly from price 

inflation. Either way, higher costs and greater financial insecurity are a result. 

 

The economic risks associated with single parenthood actually focus on single female 

families for two reasons: 1) males comprise a fairly small (but growing) fraction of the 

single parent population in Canada
3
, and 2) the income loss experienced by men in the 

                                                 
2 The data used are from the Survey of Household Spending (SHS) between 1997 and 2006, but the provincial growth 

rates of total private expenditures on health care (which includes out-of-pocket expenditures but also insurance 

premiums) are used in order to estimate the direct health care costs to households from 1981 to 1996 and for 2007. A 

comparison of different potential methods to obtain these expenditures is available in Lapointe (2007). 
3 The proportion of male lone-parent families is increasing at a much faster rate than female lone-parent families. In 

2006, data from the Census indicated that around 20 per cent of all lone-parent families were headed by males, up by 

14.6 per cent from 2001.  



case of divorce is considerably less than that experienced by women.
4
 To model trends in 

this aspect of economic insecurity, this subcomponent of the IEWB is calculated as (the 

probability of divorce) * (the poverty rate among single female parent families) * (the 

average poverty gap ratio among single female parent families), where the ñpoverty gapò 

refers to the percentage of difference between the actual income of low-income single 

mothers and the low income measure (LIM). The product of these last two variables 

(poverty rate multiplied by poverty gap) is proportional to the intensity of poverty.  

 

Since income in old age is the result of a lifelong series of events and decisions, the risk 

of ñinsecurity in old ageò is modelled in a simplified way in the IEWB, namely as the 

chance that an elderly person will be poor multiplied by the average depth of that poverty 

(again the percentage difference between the actual income of low-income seniors and 

the LIM). As with the other poverty and inequality variables examined in the IEWB, it is 

necessary to calculate the elderly poverty rate and gap from micro-data files. 

 

In order to maintain comparability over time and across provinces, we use a poverty line 

(the Low Income Measure) which can be calculated for each province and each year, and 

which has a methodology that is comparable with international measures of poverty.
5
  

 

In 2004, 58.8 per cent of the population of Nova Scotia lived outside cities of 10,000 or 

more, compared to 31.2 per cent for Canada. Because Nova Scotia has a greater rural 

population distribution, an additional dimension of deprivation arises ï the cost of 

transportation. The Market Basket Methodology (MBM) of Human Resources and Social 

Development Canada (HRSDC) for drawing the poverty line tries to account for such 

costs.
6
 The differences between the MBM and other poverty lines (the Low Income Cut 

Off ï LICO or Low Income Measure ï LIM) affect the distribution, as well as the level of 

poverty. As HRSDC (2007:25) notes: ñThe share of low income children and adults 

living in families whose main income recipient worked for pay at least 910 hours is 

                                                 
4 In 2006, according to the Survey of Labour and Income Dynamics from Statistics Canada, 7.2 per cent of male lone-

parent families are living in low income, compared to 28.2 per cent of female lone-parent families. 
5 Low Income Cut-Offs (LICOs) are an absolute measure of poverty, defined as the income at which a family or 

individual would spend too large a share of its income on necessities (defined as expenditure on food, clothing and 

shelter ï but not including the transportation costs incurred in shopping for food or other necessities). Low Income 

Measures (LIM) are set at 50 per cent of median family after tax income - which is the standard methodology used in 

international comparisons). Both are available from Statistics Canada sources by family size and for different 

communities, but the LICO methodology is unique to Canada and cannot be compared internationally. However, 

although their conceptual origins are quite different, in practice they are fairly similar for a city between 100,000 and 

499,000 in size ï i.e. the LICO (after tax) for a 4 person family in Halifax in 2007 was $28,820 while the after tax LIM 

was $30,251, a difference of 4.7%. 
6
 The HRSDC Market Basket Methodology (MBM) for costing out the income needed for minimal adequacy in 

Canada, specifically includes transportation costs, allowing for: ñin urban areas served by public transit: 2 monthly 

transit passes and 12 round-taxi trips per year; Ӟin areas not served by public transit: the cost of operating a vehicle and 

of purchasing a five-year-old car once every five years.ò As they note, quite apart from poor frequency of service, 

public transit often does not exist at all in Canada - rural areas have virtually no coverage and less than one-third of all 

urban areas under 30,000 are served by public transit, though estimates vary from province to province. The HRSDC 

transportation allowance cannot be said to be generous. [For example, it assumes, quite remarkably, that one can buy a 

five-year-old car (a Chevrolet Cavalier) and drive it for another five years without any costs for repairs or tire 

replacement. Where public transit exists, it is assumed that the children never use it.] But even so, there is at least some 

attention to the income needed to attain the capability of getting around, which is essential if one is to obtain food and 

other necessities and not to be effectively excluded from employment or access to public services.  

 



significantly higher using the MBM than using the LICOs-IAT because child care 

spending and other work-related expenses are deducted from gross family income before 

comparing it to the low income thresholds. The geographical distribution of the low-

income population is also different using the MBM instead of the LICOs-IAT. Using the 

MBM, a smaller share of the low income population is found in the largest urban centres 

while a larger share lives in rural areas.ò In the Nova Scotia context, it is particularly 

important that the Market Basket Method estimates the cost of living for poor people as 3 

per cent higher in rural areas of Nova Scotia than in cities the size of Halifax. Because the 

LIM method assumes the cost of living to be the same in rural and urban areas and the 

LICO methodology estimates it to be 29 per cent lower, the LIM methodology is much 

closer to the MBM budget-based measure of income adequacy than the LICO, and is 

therefore much less likely to under-estimate rural poverty in Nova Scotia.  

 

The Market Basket Methodology enables researchers to perceive issues that are important 

to the reality of poor people, but often invisible to other statistical methodologies ï such 

as the impact of increased car insurance premiums (particularly in rural areas) or higher 

energy prices. Nevertheless, a key disadvantage of the MBM is its inability to compare 

the extent of poverty over time, or in a timely fashion (as of June 2008, the MBM was 

only available for the years 2000 to 2002). Hence we cannot use it in this study ï but the 

LIM method does come very close, in years for which there are comparable data. 

 

iii.  Scaling and Aggregation  
 

In order to aggregate four components into an overall indicator of economic security, the 

components must be scaled into comparable measurement units. This is accomplished 

with the Linear Scaling Technique (LST), whose philosophy is to scale actual differences 

in any given variable as proportions of the observed feasible range of that variable. Index 

components
7
 are standardized across all provinces and years considered in order to 

produce values in the (0,1) range. To do this, an estimate is made for the high and low 

values which represent the possible range of a variable for all time periods and for all 

provinces, and denoted Min and Max, respectively. The data are then scaled according to 

these adjusted values. When an increase in an indicator is desirable, the formula (Value-

Min) / (Max-Min) applies; when a decrease in an indicator is desirable by definition, the 

formula (Max-Value) / (Max-Min) applies. The appropriate LST approach hence ensures 

that the convention that increases are desirable is reflected in each case. For example, 

declines in the risk associated with single-parent poverty (which, as noted above, is 

defined as the multiplication of the divorce rate, the poverty rate and the poverty gap 

ratio) are desirable. Therefore, to construct the index, we find the minimum and the 

maximum of that risk across all the years and provinces, and apply the second formula to 

obtain a value between zero and one. 

 

                                                 
7 The variables, which are standardized, are the ones directly involved in calculating the index. For example, in the case 

of elderly poverty, only the elderly poverty intensity is standardized (which is calculated by multiplying the elderly 

poverty rate and the elderly poverty gap). 



The four security sub-components can then be aggregated into the overall (scaled) 

economic security index, using the relative proportions of the four groups facing the risk 

in the population as objective aggregation weights:  

 

 For unemployment, the proportion of the 15-64 population in the total population 

(for example, 69.7 per cent in Nova Scotia in 2007). 

 For illness, the proportion of the population at risk from illness, which is 100 per 

cent. 

 For single parent poverty, the proportion of the population comprised of married 

women with children under 18 years and of children under 18 (for example, 34.1 

per cent in Nova Scotia in 2007). 

 For elderly poverty, the proportion of the population in immediate risk of poverty 

in old age, defined as the proportion of the 45-64 population in the total 

population (for example, 29.3 per cent in Nova Scotia in 2007). 

 

The above proportions are normalized for all years to sum to unity. For example, in Nova 

Scotia, the weights for the four groups at risk in 2007 then became 0.299 

(unemployment), 0.429 (illness), 0.146 (single parent poverty), and 0.126 (elderly 

poverty). 

  



Part II : The Index of Economic Security  
 

A. Trends in Economic Security in Nova Scotia  
 

Overall, Nova Scotians (like other Canadians) were considerably less economically 

secure in 2007 than they were in 1981. In 2007, the overall index of economic security in 

Nova Scotia was 0.581, a decline of 12.9 per cent from 0.667 in 1981. The increased 

economic risks due to illness were the main driving force ï the index of security from 

risk imposed by illness declined by 52.9 per cent from 0.915 in 1981 to 0.431 in 2007. At 

the same time, the economic risks attributable to single-parent poverty, unemployment, 

and elderly poverty decreased. The sub-indexes of economic security associated with 

these three components increased by 154.5 per cent, 13.8 per cent and 12.9 per cent 

respectively over the same period (Table 1).  

 
Table 1: Trends in the Index of Economic Security for Nova Scotia and Canada, 1981 vs. 

2007 

 Nova Scotia Canada  

 
Index of 

Economic 

Security 

Provincial 

Ranking of 

Index of 

Economic 

Security  

Index of 

Economic 

Security  

Nova Scotiaôs 

Index of Economic 

Security as a 

Proportion of 

National Average 

 1981 2007 1981 2007 1981 2007 1981 2007 

Overall Index 0.667 0.581 3 4 0.666 0.555 100.2 104.7 

Index of Security from Risks Imposed by: 

Unemployment 0.551 0.627 6 8 0.625 0.669 88.2 93.7 
Illness 0.915 0.431 2 2 0.813 0.331 112.5 130.2 
Single Parent 

Poverty 
0.286 0.728 10 8 0.431 0.739 66.4 98.5 

Elderly Poverty 0.719 0.812 2 6 0.600 0.847 119.8 95.9 

 

Nova Scotians may feel less anxiety about the economic risks associated with becoming 

single parents, becoming unemployed, or approaching old age than they did in 1981, 

though they likely feel correspondingly more economic anxiety about becoming ill 

(Table 1). However, as Figure 1 below indicates, the changes in each of these 

components have not been steady or even over time. For example, the index of security 

from the risk of unemployment in Nova Scotia fell during the recession of the early 

1980s, improved in the late 1980s, then fell sharply in the 1990s recession, reaching an 

all-time low in 1993, not recovering to 1981 levels till 1999, and reaching its highest 

level in 2006 (see Table 1 in Appendix 2). The internal variations in each component are 

examined in further detail in the sections below. 

 

Table 1 above shows that the economic security trends in Canada were similar to those in 

Nova Scotia between 1981 and 2006. However, when compared to the other Canadian 

provinces, economic security in Nova Scotia became relatively worse between 1981 and 

2007, from third to fourth on a ranking of the ten provinces. This decline was driven 



primarily by a drop in Nova Scotiaôs ranking of economic security from risks imposed by 

elderly poverty, from second place in 1981 to sixth place in 2007 (Table 1 above). 

 
Chart  1: Trends in the Components of the Economic Security Index in Nova Scotia, 1981 - 

2007 (1981=100) 

 
 

Albertans, Newfoundlanders and Ontarians fared better than Nova Scotians in overall 

economic security in 2007. Economic security levels are lowest in Prince Edward Island, 

followed by Quebec and British Columbia (Appendix 2, Table 16). 

 

The changing ratio of the index of economic security in Nova Scotia to that in Canada 

provides a much clearer picture of Nova Scotiaôs performance in economic security 

compared to the rest of the country (Figure 2). In 1981, Nova Scotiaôs index of economic 

security was 100.2 per cent of Canadaôs. It decreased until 1986, when it reached an all-

time low of 87.2 per cent. In 1991 it was back up to 98.5 per cent, but by 1998 it had 

fallen to 91.4 per cent. It then increased again, reaching 104.7 per cent of the national 

index in 2007.  Although Nova Scotia slipped in provincial rankings of economic security 

(see Table 1), trends in the larger provinces (such as Ontario) are particularly important 

for the national trend in economic security. Compared to the national average ï which 

declined by 12.9 per cent ï Nova  Scotians were at about the same risk of economic 

insecurity as the average Canadian in 1981, and in 2007 were marginally (4.7 per cent) 

higher. However, there were many fluctuations in relative security, around this declining 

trend, in the intervening years. 

0

50

100

150

200

250

300

Unemployment Illness Single Parent Poverty Elderly Poverty



Chart  2: Overall Index of Economic Security in Nova Scotia as a Proportion of the 

Canadian Average (Canada = 100), 1981-2007 

 
 

For three of the four components of the index of economic security (risks from 

unemployment, single-parent poverty and elderly poverty), Nova Scotians had less 

economic security than the national average in 2007. In 1981, economic security from 

illness and poverty in old age was somewhat greater for Nova Scotians than for the 

average Canadian. The most remarkable change in relative security took place in the 

economic security from single-parent poverty, which increased from 66.4 per cent of the 

national average in 1981 to 98.5 per cent of the national average in 2007 (see Table 1 

above).  

 

The large weight given to economic insecurity in risks associated with illness combined 

with the large drop in this indicator implies that this indicator has been the main driving 

force in the decrease in economic security for Nova Scotia and at the national level. The 

variable driving the index of security from the risk imposed by illness is the proportion of 

private expenditure on health care in personal disposable income. Because this is growing 

rapidly throughout the country, the index has declined dramatically nationwide. Put 

another way, an increasing proportion of Canadians may be at risk of financial crisis, 

including being unable to afford health care costs, when they fall ill. However, relatively 

speaking, private health care expenditures have risen more steeply in other parts of the 

country. Thus, the Nova Scotia index of security from risk imposed by illness fell by 52.9 

per cent in Nova Scotia, but by 59.3 per cent nationwide. 
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B. Security from Risk Imposed by Unemployment  
 

As noted above, the economic security from risk imposed by unemployment in Nova 

Scotia increased between 1981 and 2007, although there have been considerable internal 

variations in this trend corresponding largely to business cycles. Both the decreased 

unemployment rate, particularly since the late 1990s, and the increased proportion of 

earnings replaced by Employment Insurance benefits have contributed to the overall rise 

in the index of security from the risk imposed by unemployment. On the other hand, the 

proportion of the unemployed receiving EI benefits decreased nationally by 33.4 per cent 

between 1981 and 2007 and fell by 47.0 per cent from its high point in 1989. However, 

the strong decline in the unemployment rate still drove the index of economic security 

from the risks imposed by unemployment up slightly, because of the much greater weight 

given to this indicator (4 to 1).  

 
Chart  3: Unemployment Rate, by Province, 1981 and 2007 

 
 

The 2007 unemployment rate in Nova Scotia (8.0 per cent) was the second lowest 

recorded in a quarter century (the lowest was in 2006, at 7.9 per cent), and has shown 

steady improvement since the recession of the early 1990s and since its 1993 high point 

of 14.3 per cent. However, there was still a 2.0 percentage point gap between the 

unemployment rate in Nova Scotia and the national average of 6.0 per cent, thus the 

Nova Scotia unemployment rate remained the third highest in the country (see Figure 3 

above and Table 2 below). 



Chart  4: Unemployment Rate in Canada and Nova Scotia, 1981-2007 (Per Cent) 

  

 

It is important to distinguish economic security from affluence. In the same way that 

somebody with a small insured house is more secure (but less affluent) than their 

neighbour who lives in an uninsured mansion, Nova Scotia in 2007 had a relatively 

higher coverage of financial protection for those unemployed than the Canadian average, 

but lower average wages. The ratio of regular EI beneficiaries to total unemployed 

individuals was 71.3 per cent, ranking fourth out of ten in Canada (Appendix 2, Tables 2 

and 3) ï a roughly two thirds higher rate of coverage than the national average (44.4 per 

cent). Moreover, the percentage of average weekly wages replaced by the EI benefit was 

45.3 per cent in Nova Scotia, the second highest level in Canada, lower only than Prince 

Edward Island (50.4 per cent) and equal to Saskatchewan. When these two factors 

(percentage receiving benefits and percentage of earnings covered by EI) are multiplied 

according to this measure, the relative level of financial protection afforded by EI for 

those unemployed in Nova Scotia is seen to be well above the average of Canada (0.323 

versus 0.183) (see third row of Table 2 below). 
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Table 2: Trends in the Indicators of Security from Risk Imposed by Unemployment for 

Nova Scotia and Canada, 1981 vs. 2007 

 Nova Scotia Canada 

 Indicator Values   

Absolute 

Change  
(percentage 

points) 

Indicator Values  

Absolute 

Change  
(percentage 

points) 

 1981 2007 1981 - 2007 1981 2007 1981 - 2007 

Index of Security from 

Risk Imposed by 

Unemployment 
0.551 0.627 13.8 0.625 0.669 7.0 

Unemployment rate % 10.0 8.0 -2.0 7.6 6.0 -1.6 
Financial protection for 

unemployed (next two 

proportions multiplied 

together) 

0.334 0.323 -0.011 0.256 0.183 -0.073 

Proportion of 

unemployed 

receiving benefits 

(per cent) 

90.0 71.3 -18.7 66.6 44.4 -22.2 

Proportion of 

earnings replaced by 

benefits (per cent) 
37.1 45.3 8.2 38.4 41.2 2.8 

 

The relatively higher proportion of weekly wages replaced by EI in Nova Scotia can be 

explained by lower average pay levels in the province (average weekly earnings in Nova 

Scotia were the second lowest in Canada in 2007 ï see Appendix 2, Table 21). EI 

benefits are 55 per cent of the insurable earnings, but earnings are only covered up to 

Maximum Insurable Earnings ï which currently means an annual salary of $41,100. This 

cap on EI coverage implies that 55 per cent of earnings below $41,100 are replaced by 

EI, but zero per cent of any earnings in excess of that amount. The greater an unemployed 

personôs excess of earnings over Maximum Insurable Earnings, the lower their average 

replacement rate. (For example, a person who earned twice the maximum insurable 

earnings ($82,200) receives the same amount of EI as somebody earning half as much ï 

so the proportion of their wages replaced by EI benefits is 27.5 per cent. As a direct 

consequence, the replacement rate is lower in regions with higher average salaries. 

 

Second, the percentage of average weekly wages replaced by the EI benefit in Nova 

Scotia (45.3 per cent in 2007), while somewhat higher than the Canadian average, has 

been largely stagnant for 15 years and was around the same level in 2007 as in 1990 

(Figure 5). Thirdly, as noted, the proportion of unemployed receiving benefits has fallen 

sharply since the late 1980s. It fell most sharply between 1989 and 1997, and while 

recovering somewhat since then, in 2007 it stood at two-thirds of its 1989 level. 

 

When the overall index of security from the risk imposed by unemployment is calculated, 

the unemployment rate is weighted four times greater than financial protection from 

unemployment (calculated as the proportion of unemployed receiving benefits multiplied 

by the proportion of earnings replaced by benefits). In determining the overall risk of loss 



of wellbeing arising from unemployment, cross-country regressions with life satisfaction 

data on 271 thousand people indicate that the unemployment rate is considerably more 

important than the unemployment compensation system as a source of security for the 

working population
8
. Consequently, it was decided to weight the unemployment rate 

much more heavily than the financial protection from unemployment variable, at a ratio 

of 4 to 1, respectively. 

 

Thus the overall index of security from unemployment in Nova Scotia (0.627) remains 

6.3 per cent less than the national average (0.669), putting Nova Scotia in the eighth 

position in this component of the index in 2007. This eighth place ranking is due mostly 

to the provinceôs higher than average unemployment rate. At the same time, the 

improvement in the overall index in both Canada and Nova Scotia is also driven mostly 

by the drop in unemployment, again because this factor has much greater weight than 

changes in the proportion of unemployed receiving EI benefits, which dropped during 

this period both nationwide and in Nova Scotia. 

 
Chart  5: Proportion of Average Wages Replaced by Employment Insurance Benefits, 

Canada and Nova Scotia (1981-2007) 

 
 

                                                 
8 See Di Tella, MacCulloch and Oswald (2003:819), where in six different specifications of ordered probit regressions 

(n=271,224) predicting life satisfaction, the size of the negative coefficient on the unemployment rate was, on average, 

2.13 times larger than the size of the positive coefficient on unemployment benefits. Since the range of unemployment 

benefits observed (0.003 to 0.631) was about three times greater than the range of unemployment rates (0.006 to 

0.211). If one rescales regression coefficients to a common range to interpret relative size effects, their results could be 

read as implying unemployment changes are about six times more important than UI benefit changes in maintaining 

well-being. Our use of a 4:1 ratio is therefore a compromise. 
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C. Security from Risk Imposed by Illness  
 

Economic security from the financial risk imposed by illness in Nova Scotia decreased 

dramatically from 1981 to 2007. This change was driven by the increased share of out-of-

pocket expenditures on health care in personal disposable income (Figure 6 and 

Appendix 2, Table 4), which more than doubled from 0.79 per cent of disposable income 

in 1981 to 1.69 per cent in 2007 ï a 0.90 percentage point increase. Canada experienced 

the same trends in this indicator. The share of private expenditure on health care in 

disposable income almost doubled nationwide, with an increase of 0.89 percentage points 

(Table 3).  

 

Of all four components of the overall Index of Economic Security, the index of security 

from the risk imposed by illness shows the least variation around its trend, and indicates a 

fairly steady and unabated decline in security for Nova Scotians over the last quarter 

century. Since the only component in this particular index is the proportion of private 

expenditure on health care in personal disposable income, the decline in this particular 

index (which has been the driver of the overall decline in economic security in Nova 

Scotia) is entirely attributable to the steady increase in dependence on privately funded 

health care costs. 

 
Table 3: Trends in the Indicators of Security from Risk Imposed by Illness for Nova Scotia 

and Canada, 1981 vs. 2007 

 Nova Scotia Canada 

 Indicator Values   Per Cent Change  Indicator Values  Per Cent Change  

 1981 2007 1981 - 2007 1981 2007 1981 - 2007 

Index of Security 

from risk imposed by 

illness 
0.915 0.431 52.9 0.813 0.331 59.3 

Private Expenditure 

on health care, 

(millions of current 

dollars) 

55 380 590.9 2,342 16,514 605.1 

Personal disposable 

income (millions of 

current dollars) 
6,920 22,513 225.3 238,606 881,964 269.6 

Proportion of private 

expenditure on health 

care in personal 

disposable income 

0.79 1.69 113.9 0.98 1.87 90.8 

 

The Canadian Institute for Health Information (CIHI) provides a breakdown of out-of-

pocket expenditures (Appendix 2, Table 20) by type for Canada. Although out-of-pocket 

expenditures are, in general, increasing, they are concentrated mainly in drugs and health 

supplies, dental and eye-care professionals, and health care institutions other than 

hospitals. These categories together accounted for 87.4 per cent of out-of-pocket 

expenditures in 2004. The largest increases between 1987 and 2004 were in prescribed 

drugs and health care practitioners other than dentists and eye-care professionals, by 325 



and 348 per cent, respectively (in current dollars). A third category, ñOther health care 

servicesò, increased by more than 500 per cent, but from a relatively small base of $37.9 

million in 1987, and represented only 1.2 per cent of total out-of-pocket expenditures in 

2004. 

 

A recent report from the Health Council of Canada (HCC) highlighted the need for a 

national drug strategy to protect Canadians from financial hardship due to prescription 

drugs (Health Council of Canada, 2008). The report evaluates the result from the Accord 

on Health Care Renewal signed in 2003, and concludes that governments have failed to 

fulfill their promises: ñSignificant gaps in coverage are still evident across Canada and 

too many Canadians are vulnerable to personal hardship from needed drugs that cost 

more than they can affordò (HCC, 2008:35). 

 

In 2007, direct private expenditures on health care in Nova Scotia averaged $407 per 

capita, which accounted for 1.69 per cent of personal disposable income in the province, 

slightly lower than the national average of 1.87 per cent (Appendix 2, Table 5). Thus, the 

index of security from risk imposed by illness in Nova Scotia was 30.2 per cent higher 

than the national average, and second best nationwide, with only Newfoundland 

performing better (Appendix 2, Table 5). However, since the index of security from risk 

imposed by illness in Nova Scotia declined by 52.9 per cent between 1981 and 2007, this 

relative ranking is small comfort. 

 

Newfoundlanders saw the smallest share in the country of their personal disposable 

income going to private spending on health care (Figure 7). Nova Scotia, Alberta, and 

Ontario performed somewhat worse than Newfoundland, with the three provinces having 

an almost equal share of disposable income go to health care expenditures (about 1.7 per 

cent). This fact indicates that provincial policies supporting public health care, as well as 

higher incomes, are able to reduce financial insecurity and increase security from the risk 

imposed by illness. 

 

A continuing omission in the sub-index of economic security from illness arises from our 

lack of data on earning losses associated with illness. Since disability insurance is an 

employee benefit that often does not exist, or does so with significant limitations and 

deductibles, severe illnesses can have serious financial implications for workers through 

loss of income, as well as from the added expenses of medical care. However, we are 

unable to provide data to quantify this issue. 

 



Chart  6: Trends in the Proportion of Direct Expenditures on Health Care in Personal Disposable Income, 

Canada and Nova Scotia, 1981-2007 (Per Cent) 

 
 

The large increase in personal disposable income in Newfoundland and Alberta in recent 

years partly explains their relatively good performance. Between 2004 and 2007, income 

available to Newfoundlanders and Albertans increased by 36.5 per cent and 32.4 per cent 

respectively (Appendix 2, Table 22). Both increases were much larger than the national 

average of 16.3 per cent. Nova Scotians, on the other hand, saw a smaller increase in their 

personal disposable income (12.2 per cent), but out-of-pocket expenditures on health care 

increased at a slower pace than all other provinces (Appendix 2, Table 23). 
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Chart  7: Out-of-Pocket Private Expenditures on Health Care as a Share of Personal Disposable Income, by 

Province, 1981 and 2007 

 
 

D. Security from Risk Imposed by Single Parent Poverty  
 

During the 1981-2007 period, Nova Scotian single female parents saw a considerable 

increase in their economic security from the risks imposed by single parent poverty 

(Table 4), with poverty rates in that group declining from 67.3 per cent in 1981-1983 to 

43.0 per cent in 2003 to 2005
9
 (Appendix 2, Table 6). The trend was similar in Canada, 

with the poverty rate declining from 62.9 per cent in 1981-1983 (based on LIMs) to 40.3 

per cent (Appendix 2, Table 7). 

 

The substantial decline in the divorce rate (in 2007 it was only about two-thirds the mid-

1980s rate), as well as the sharp decline in single female parent poverty since 1997, 

produced a significant increase in the index of security from the risk imposed by single-

parent poverty. Moreover, the depth of poverty for female lone parents in Nova Scotia 

(i.e. the gap between income and the low-income cut-off or LICO) has decreased and, 

since 2005, has been at close to its lowest level over the 1981-2007 period (Appendix 2, 

Table 6).  

                                                 
9 Due to small sample size, the data on poverty rate and poverty gap showed large year to year variability. For this 

reason, we use three-year averages as the start and end points of the period. Also, due to lack of available data on 

poverty after 2005, the values for 2006 and 2007 are imputed from the average of 2003 to 2005. Because both the 

poverty rate and poverty gap of single parent families have been falling since 2002 (see Table 6), an extrapolation of 

recent trends would produce more positive results than those emphasized in the text. 
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Although Canada also shared similar trends during this same period, the magnitude of the 

increase in security for Canadian single mothers nationwide was not as great as that in 

Nova Scotia, largely because the poverty gap ratio nationwide did not decline as 

dramatically as it did in Nova Scotia (Table 4 and Appendix 2, Tables 6 and 7). 

 
Table 4: Trends in the Indicators of Security from Risk Imposed by Single-parent Poverty 

for Nova Scotia and Canada, 1981 vs. 2007
10

 

 Nova Scotia Canada 

 Indicator Values   Absolute Change  Indicator Values  
Absolute 

Change   

 1981 2007 1981 ï 2007 1981 2007 1981 - 2007 

Index of Security 

from Risk Imposed 

by Single-parent 

Poverty 

0.286 0.728 154.5 0.431 0.739 71.5 

Risk imposed by 

single-parent poverty 
28.2 11.1 -17.1 22.6 10.6 -12.0 

Divorce Rate, % 1.127 0.865 -0.262 1.116 0.866 -0.250 
Poverty rate for 

lone female 

families, % 
67.3 43.0 -24.3 62.9 40.3 -22.6 

Poverty gap for 

lone female 

families 
0.339 0.274 -0.065 0.301 0.294 -0.007 

 

Table 4 shows that Nova Scotia had a divorce rate in 2007 virtually identical to the 

national average. This indicator, defined as the ratio of the number of divorces over the 

number of married couples, stood at 0.865 per cent in 2007, virtually equal to the national 

average of 0.866 per cent (Figure 8). However, the poverty rate for lone female families, 

defined on a low income measure (LIM) basis, was 43.0 per cent in Nova Scotia ï a 

marked improvement over the 1997 rate of 77.9 per cent, but still higher than the national 

average of 40.3 per cent (Figure 9). The lowest single female family poverty rate was in 

Quebec at 34.3 per cent.  

 

Meanwhile, the poverty gap for lone female families in 2003-05 was 0.274 in Nova 

Scotia, which was lower than all other provinces except Prince Edward Island at 0.191 

and Quebec at 0.256. However, the overall risk imposed by single-parent poverty, which 

is calculated by the product of the divorce rate, the poverty rate, and the poverty gap, was 

relatively higher in Nova Scotia than nationwide, and the index of security from risk 

imposed by single parent poverty hence was correspondingly lower in Nova Scotia than 

nationwide (Table 4).  

 

The index of security from risk imposed by single parent poverty for Nova Scotia was 1.5 

per cent lower than the national average. Prince Edward Island had the greatest security 

                                                 
10 As explained in footnote 9, the poverty rate and poverty gap for 1981 are actually the average for 1981 to 1983, and 

for 2007, the average of 2005 to 2007. Also, the data in 2006 and 2007 are imputed from the average of 2003 to 2005. 



from risk imposed by single parent poverty in the country, followed by Quebec and 

Manitoba. Alberta had the least economic security for single mothers, and British 

Columbia had the second least, which is partly attributable to the fact that those two 

provinces had the highest divorce rates in the country (Figure 8). 

 
Chart  8: Divorce Rate in Canada, by Province, 1981 and 2007 

 
 

During the 1981 to 2007 period, the divorce rate declined steadily in Nova Scotia, at an 

average of 1.01 per cent per year. Actually, all provinces in Canada have experienced a 

decrease in the divorce rate in the last quarter century except Newfoundland and PEI 

(whose divorce rates are still 32.2 per cent and 23.0 per cent below the national average, 

respectively). The divorce rate in Newfoundland (0.59 per cent) remains by far the lowest 

in the country, and considerably less than the Canadian rate (0.87 per cent) (Figure 8).  
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Chart  9: Poverty Rates for Female Single Parent Families in Canada (LIM), by Province, 

1981 and 2007 

 
 

Based mainly on the nationwide declines in the divorce rate and on the declines in 

poverty that resulted from the increased labour force participation of single mothers since 

the mid-1990s, the overall index of security from the risk imposed by single-parent 

poverty rose considerably in all provinces except Alberta. The greatest relative increase 

in economic security for single mothers in the country took place in Nova Scotia, with the 

index showing a 154.5 per cent increase between 1981 and 2007. Consequently, Nova 

Scotia moved up to eighth place (third last) among the provinces on this indicator in 2007 

ï a gain from its tenth (last) place ranking in 1981.  

 

E. Security from Risk Imposed by Poverty in Old Age  
 

The index of security from the risk imposed by poverty in old age in Nova Scotia saw 

steady improvements through the 1980s and early 1990s, reaching its highest level in 

1994. This was partly due to federally legislated improvements to Old Age Security and 

Guaranteed Income Supplement benefits, including higher payments, indexation of 

benefits, and provision of spousal allowances. However, since 2005, this particular index 

has been 9.6 per cent lower than its peak in 1994 (Appendix 2, Table 9). The reason this 

index shows a 12.9 per cent improvement over the last quarter century is that the 1981 
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level was the second lowest on record in the period. It was 9.0 per cent lower even than 

the following year (1982). It is therefore questionable whether the apparent magnitude of 

improvement in the index indicated on Table 5 provides an accurate characterization of 

the actual trend during this period. 

 

The poverty gap for elderly families was less between 2003-2005 than in the early 1980s 

and late 1990s, but higher than in the late 1980s and early 1990s. The elderly poverty rate 

defined on a LIM basis decreased in Nova Scotia by 4.7 percentage points between 1981 

and 2005, but reached a high of 17.5 per cent in 2003 ï more than double the rate of the 

early 1990s (Appendix 2, Table 9). Nationwide, the decline in elderly poverty and in 

security from the risk imposed by elderly poverty was considerably more impressive than 

in Nova Scotia (Table 5). 

 
Table 5: Trends in the Indicators of Security from Risk Imposed by Elderly Poverty for 

Nova Scotia and Canada, 1981 vs. 2007 
11

 

 Nova Scotia Canada 

 Indicator Values   Absolute Change  Indicator Values  
Absolute 

Change 

 1981 2007 1981 - 2007 1981 2007 1981 - 200 

Index of Security 

from Risk Imposed 

by Elderly Poverty 
0.719 0.812 12.9 0.600 0.847 41.2 

Poverty intensity for 

elderly families 
0.061 0.034 -0.027 0.095 0.024 -0.071 

Poverty rate for 

elderly families, % 
13.8 12.0 -1.8 15.3 7.5 -7.8 

Poverty gap ratio 

for elderly families 
0.177 0.136 -0.041 0.236 0.169 -0.067 

 

In 2003-05, the poverty rate for elderly families was 12.0 per cent in Nova Scotia (Figure 

10), somewhat higher than the national average of 7.5 per cent and almost five times 

higher than in Alberta ï the province with the lowest elderly poverty rate in the country 

(2.5 per cent). The poverty gap for elderly families in Nova Scotia (0.136) was smaller 

than the national average (0.169) (Appendix 2, Table 11). However, Nova Scotiaôs 

relatively small elderly poverty gap did not make up for the relatively high poverty rate. 

The overall index of security from the risk imposed by poverty in old age, defined as the 

product of the elderly poverty rate and the elderly poverty gap, was relatively low in 

Nova Scotia. In fact, the Nova Scotia index of security from risk imposed by elderly 

poverty was the ranked sixth in the country (Appendix 2, Table 11).  

 

                                                 
11 As explained in footnote 9, the poverty rate and poverty gap for 1981 are actually the average for 1981 to 1983, and 

for 2007, the average of 2005 to 2007. Also, the data in 2006 and 2007 are imputed from the average of 2003 to 2005 




