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Summary

Guaranteed Annual Income (GAI) has been advocated and opposed in both the United
States and Canada as a means to fight poverty since the 1960s, but how does GAI in-
fluence specific health and social outcomes? In examining data from a town involved in
a Canadian GAI field experiment, we primarily found that a relatively modest GAI can
improve population health at the community level. Considering the increasing burden
of health care costs in Canada, it is possible that implementing GAI could amount to
considerable savings.

Key Findings

The Canadian GAI field experiment MINCOME took place in various regions in Manitoba
from 1974-1978. During MINCOME, every family in Dauphin, a rural Manitoba town,
was eligible to participate in the GAI. A family with no income from other sources would
receive 60 percent of the Statistics Canada low-income cut-off, which varied by family
size. Every dollar received from other sources reduced benefits by 50 cents. Health ad-
ministrative data from 1974-79, when the MINCOME experiment took place, showed
that:

e Hospitalization rates and contact with physicians declined significantly in Dau-
phin, relative to a comparison group.

e In particular, there was a considerable decrease in hospitalization and physician
contact for mental health diagnoses, as well as a decrease in hospitalization for
accidents and injuries.

These findings broadly imply that GAI improves population health, thereby decreasing
the need for health care. A policy implementing GAI could thus significantly reduce
health care costs.

Additionally, contrary to prior findings on GAI, which claimed it increases fertility, im-
proves birth outcomes, and causes divorce, Dauphin data from 1974-79 showed:

e No increase in fertility, but weak evidence of delayed childbirth

e No change in birth outcomes (based on birth weight and rate of perinatal
deaths)

e No evidence of increased divorce

Since the claimed outcome of marital instability caused a large withdrawal of support
for GAI in the USA in the 1970s, this last finding carries particular importance
(Moynihan, 1973).

We also examined school continuation data and found that, during MINCOME, grade 11
Dauphin students were much more likely to continue to grade 12 than their rural or
urban counterparts, while before and after MINCOME, they were less likely, or insignifi-
cantly more likely, to continue.
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Box 1: A Brief History of Guaranteed Annual Income (GAI) Experiments
in the USA and Canada

Five GAI field experiments were conducted in North America between 1968 and 1980, with the in-
tention of investigating the impact of a GAI on the labour market. They were based on the idea of a
negative income tax or refundable tax credit, for the purposes of eliminating the lack of coordination
of social assistance programs and encouraging incentive to work.

In the USA, experiments began in the late 1960s as investigators began to question the effects of
GAI on not only labour supply, but also aspects like health and family formation. Experiments took
place in North Carolina, Iowa, and Indiana, among others. Their results generally showed that GAI
participants moderately reduced family work effort, mostly from secondary and tertiary earners
(Levine et al., 2005: 99). Women could finance longer maternity leaves and adolescents could stay
in school longer. The school scores of children from families with income supplements increased. Re-
sults also showed higher divorce rates for GAI participants. This outcome, along with strong reac-
tions from opponents of a GAI, caused American interest in general GAI to fade by the late 1970s.

In Canada, GAI was first recommended in 1971. MINCOME, Canada’s GAI field experiment, began in
1974, and it was the only experiment to engage a town’s entire population in the project. However,
due to financial difficulties and waning political support, MINCOME was brought to an end in 1979.
Thorough data collection and analysis were simply not done. The Macdonald Commission revived the
idea of a GAI in 1986, citing the limitations and inefficiencies of the current welfare system, but
nothing came of it. Social agencies and certain government departments have only recently showed

renewed interest in a GAI.

Data and Method

During MINCOME, every family in Dauphin could
participate in the GAI, including those who did
not previously qualify for social assistance; data
from this site is thus a rich resource for examin-
ing the effects of a GAL. We collected and com-
pared health administration data from the Mani-
toba Population Health Research Data Repository.
Data came from Dauphin residents and a com-
parison group during 1974-79, when MINCOME
took place. Members of the comparison group
were from a variety of rural Manitoba communi-
ties which did not have a GAI during MINCOME.
They were closely matched to Dauphin residents,
primarily by age and sex.

We foremost examined hospitalization rates as a
measure of health, because patients have less
control over the decision to be admitted to a hos-
pital than to visit a physician. We then examined
physician contact rates and data for other health
and social outcomes. As there were uncontrolled

ethnic, religious, and systemic health care differ-
ences between the Dauphin population and com-
parators, we looked at whether the data gaps
between subjects and comparators increased or
decreased during the experimental period, rather
than measuring differences between them.

Results
Health

The following figure shows annual hospitalization
rates (hospitalization per 1000 residents) for
Dauphin, relative to the comparison group. When
MINCOME began in 1974, hospitalization rates
were 8.5 percent higher in Dauphin than for con-
trols. By the time MINCOME finished, there was
no difference in hospitalization rates between the
groups. Between 1973 and 1978, Dauphin’s hos-
pitalization rate declined by 19.23 per 1000 resi-
dents.
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In particular, the rate of accidents, injuries, and men-
tal health problems as causes for hospitalization de-
creased, relative to controls. These causes are sensi-
tive to income security. Workplace accidents and inju-
ries occur more often if people continue to work in
dangerous jobs when they are ill or fatigued; people

Hospital Separation Rates for Dauphin Residents and Controls

250

200

150

100

50

0
1970 1971

1972

Source: Compilation by author,

Fertility, Birth Outcomes, and Family Dissolution

Prior research found positive effects of GAI on fertility
(Keeley, 1980). Our data did not show any evidence
of this effect. For several birth cohorts of women who
lived during MINCOME, the proportion of those with
at least one child by age 25 was almost exactly the
same for Dauphin as for the comparison group. Dau-
phin women born between 1967 and 1974 were the
only birth cohort significantly less likely than the
comparison group to have children, but this is more
likely due to ethnic and religious differences than the
GAI.

Since income security allows better access to prenatal
care and nutrition, researchers Kehrer and Wolin
(1979) attributed improved birth outcomes to GAI.
Our health administration data on birth weight and
perinatal death showed no significant difference be-
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may also experience significantly more stress,
anxiety, and depression if they cannot make ends
meet. The rate of physician visits of Dauphin resi-
dents for mental health reasons also declined rela-
tive to the comparison group.

Dauphin

==== Controls

1973 1974 1975 1976 1977 1978 1979 1980

tween Dauphin and the comparison group during
MINCOME. We can attribute this to universal
health insurance in Manitoba, which gave all
Manitoba residents equal access to prenatal care.
Moreover, there was little food insecurity in these
agricultural regions, so poor nutrition was not a
problem for either group.

Previous US research has also shown that GAI
gives poor women the opportunity to leave unsat-
isfactory marriages, thus increasing family disso-
lution (Hannan, Tuma, and Groeneveld, 1977).
This finding had great influence in the US in the
1970s, causing former strong advocates of a GAI
to remove their support. Cain and Wissoker
(1990) called this finding erroneous due to statis-
tical errors; we also find no evidence of this trend
in Dauphin.
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Adolescent Students

Finally, through school continuation data from the ceived MINCOME stipends and would not have felt
Department of Education, we see the effects of a GAI pressure to quit school to work. Additionally, stu-
on adolescents. During MINCOME, Dauphin students dents in non-qualifying families were more likely to
in grade 11 were more likely to continue to grade 12 continue to grade 12 if their friends from qualifying
than their rural or urban counterparts, a significant families were staying in school. Thus, even though
change from the years before and after the experi- only about a third of those in Dauphin benefited
ment. The students who were at-risk for dropping out from income supplements, those who did not qual-
were from low-income families who would have re- ify still benefited.

Conclusion

We see a larger impact of a GAI on Dauphin than expected, because even though not all families qualified for
a supplement, the impacts of the GAI extended beyond qualifying families. This is due to social interaction:
changes in behaviour of those who receive the supplement influence those who do not, reinforcing the direct
effects of the GAI. A good example of this effect is the influence of grade 11 students on their peers to con-
tinue education.

The most suggestive result of this study is the fall of hospitalization rates by 8.5 percent in Dauphin relative
to the comparison group, specifically, a reduction in hospitalization rates for accidents, injuries, and mental
health problems. Considering that in 2010, Canada spent $55 billion on hospital costs--8.5 percent of which
is about $4.6 billion-- these potentially immense savings make a GAI worthy of policy consideration.
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