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In the middle of a dilemma
T 

he financial and emotional 
state of the middle class 

is the holy grail of Canadian 
politics. It’s one that every fed-
eral party leader is committed 
to improving. Some think it will 
be the key ballot question in the 
2015 federal election.

No one is more certain the 
country’s middle class is being 
hollowed out than Liberal 
Leader Justin Trudeau. He has 
staked his political future on 
“enhancing the prospects of the 
middle class”.

In a Globe and Mail op-ed 
shortly after being elected leader, 
he wrote, “I will begin, spend 
and end every day thinking 
about and working hard to solve 
this problem.” That was nearly 
two years ago. Since then he has 
spent most of his time outlining 
the problem.

According to Trudeau, while 
the Canadian economy has more 
than doubled over the past 30 
years, middle-class incomes 
have gone up only 13%. “The 
only thing that middle class 
Canadians have seen grow at a 
level approaching the GDP is 
household debt,” Trudeau said. 
He maintains Canadians’ feel 
they are more likely to fall out 
of the middle class into poverty 
than to rise out of poverty into 
the middle class.

It didn’t take long for Trudeau 
to run into unexpected hurdles 
with this hallmark issue.

First, there was his difficulty 
defining what constitutes the 
middle class. His initial effort 
was: “People who live off their 
incomes are middle class. Those 
that live off their assets, their 
portfolios, their trust funds are 
not.” That definition was quickly 
challenged. Obviously there are 
people who are middle class 

living off modest assets and 
portfolios.

Undeterred, Trudeau 
attempted another definition, 
“Those living from paycheque 
to paycheque.” This left Prime 
Minister Stephen Harper con-
fused. “That would exclude 
people of modest incomes who 
have saved something, like 
pensioners who are not living 
from paycheque to paycheque 
. . . it would also include people 
who have a very affluent lifestyle 
and spend all their money even 
though they get a very large 
paycheque.” 

In full retreat, Trudeau 
quipped, “Let the economists 
argue about which quintile the 
middle class starts or ends at.” 

Not an impressive stance for a 
leader who professes to be work-
ing day and night to solve the 
problems of a shrinking class of 
Canadians.

Second, Trudeau has been 
vague about solutions. He 
proposes a new national focus 
on education, a more strategic 
approach to investment and 
trade, and an immigration 
system that creates “citizens and 
community builders” not just 
employees. These are all prom-
ising ideas. But, so far, they’re 
short on details.

Connecting more of the 
middle class to economic growth 
is a difficult task. Many of the 
economic forces that drive 
growth — technological change, 
off-shoring, hyper-connectivity 

and artificial intelligence — are 
the same ones undercutting 
middle class occupations and 
wages.

Third, there is the question of 
whether the Canadian middle 
class is as badly off as Trudeau 
maintains. Studies show that 
Trudeau is right in one respect. 
Canadians feel they are falling 
out of the middle class even if 
technically they are not.

An Employment and Social 
Development (ESDC) report 
issued earlier this year seemed 

to support Trudeau’s analysis. 
It claimed middle-class wages 
are stagnant, upward mobility 
is unlikely,\ and middle-class 
families are mortgaging their 
future. 

In sharp contrast, an interna-
tional 2014 Luxemburg Income 
Study found Canadian middle-
class incomes rose 20%, after 
inflation, in the decade after 
2000. According to The New 
York Times, Canadians have sur-
passed American to be “the rich-
est middle class in the world.” 

The Conference Board of 
Canada has similar findings. 
It maintains personal dispos-
able income grew by a healthy 
3.9% a year between 1981 and 
2012. Contrary to Trudeau’s 
claim that “Canadians haven’t 
had a real raise in 30 in years,” 
median net worth by 2012 
was up a whopping 45% since 
2005 and 80% since 1999, to 
$243,800.

It has since become apparent 
that the ESDC study was flawed 
in several key respects. All this 

undermines Trudeau’s claim 
that the middle class is in deep 
trouble and that he knows how 
to fix it.

Finally, the Conservatives are 
rapidly occupying the politi-
cal high ground when it comes 
to helping the middle class. 
Their three-year drive to bal-
ance the budget will produce a 
surplus next year. (At what cost 
is another issue.) The Tories 
are beginning to roll out the tax 
breaks they promised in the last 
election. 

A week ago Harper 
announced higher tax credits for 
parents with children in sports 
programs. The next federal 
budget will likely propose a dou-
bling of the limit for tax-free sav-
ings accounts, an adult fitness 
tax credit and some further form 
of income splitting. Combined 
with increased infrastructure 
spending and other tax reduc-
tion measures, this will present 
an attractive package for middle-
class-Canada. Promises made, 
promises kept.

Trudeau says he is not going 
to raise taxes. Given this deci-
sion, the Liberals will be forced 
to work within Harper’s current 
fiscal structure. It may prove dif-
ficult to spend Harper’s surplus 
in ways that have greater appeal 
to the middle class than the 
promised Tory tax cuts. 

Then there is the question 
of whether the middle class 
really is in trouble. Or, is it just 
perception?

What started as a promising 
policy direction from Trudeau 
now seems mired in confusion.
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