A Report by the

National Council of Welfare

Autumn 1995



Copies of this publication may be obtained from:

National Council of Welfare

2nd Floor, 1010 Somerset Street West
Ottawa K1A 0J9

(613) 957-2961

Egalement disponible en francais sous le titre:
Reven i ial, 1994

© Minister of Supply and Services Canada 1995
Cat. No. H68-27/1994E
ISBN 0-662-23760-9



LISt OF TaDIES o evovrereeieiiiseseerseanessaasasessassnsansesesssssasatsssssssrnsnnsasasssses

Foreword ..

---------------------------------------------------------------------------------

WAt 1S WEIFATET . vevvreeeereanerseteaceeessassesassssorsassioasossasassasnasssssssnssssanns

Eligibility ..

---------------------------------------------------------------------------------

RALCS OFf ASSIStATICE & .vvrrrreeeernneesosasrossursesssseressasstsssossasessarsssersssnsossns

Basic SOCIAL ASSISLANCE ....coeeirsrrerssaressnrersnseeressasossestsssssasatossnrsarnssens

a. largest municipal area ...........cccevieaieiiciiirireiaiia

b. two-tier welfare SYStemS .......uvvuirviieieririernrnericiiceaisiiiniiesinine.

¢. employability of Tecipients ........cooeeerieiiiiiiiiii i

d. 2CCOMMOTAtION +vvrereerenreereeeeessssaseessttssssstresensssssssrsasssssressnrssns

€. TAte ChANEES ..ouiuieiiiiiiiiieiiiiiiiiersrrrcseeittsteiiatnittnrtaenrnsasssees

Special ASSIStANCE ..u.vvvvirariereerernereierinarniierentsititiie sttt
Child TAX Benefit ..coovvereeeereiiaistesssesssssrnsossoasasessarsesstsssassasnroasssvancss
Provincial Child Benefits ...vveeeeriieererrveeeroncresostosssinstosssrsssnssscssacaassiss

GST Credit

---------------------------------------------------------------------------------

Provincial Tax Credits ....oeveeeoeiiiiriiiosessserrrrssesasssessssssssssanssssasasssssrss

Adequacy of Benefits .........ccoeviiiiiiminiiiiii

Welfare and Average INCOMES .....eoverininiiieimimriiicainionietciieeiecna.

Provincial and Territorial Benefits OVEr TIMe ...vvvveiiierierecrcricinrseiiisasnsans

Earnings EXemMpPtions ........ccceiiiiiiniinrnrermersiiiiisiinres e

Conclusion

----------------------------------------------------------------------------------

10
10
11
11
12
13
14
14
15
15
16
25
29
32
37
45



T OF TAB

1. Liquid Asset Exemption Levels as of January 1994

2. Estimated Welfare Income, By Type of Household
and Province, 1994 .........ccouiiimiiiiiiiiiiiiieeeeee e eeee s et

3. Adequacy of Benefits, 1994 ..........ooeireeeeieneereeeeeeeeeeeeeee e

4. Welfare Incomes as a Percentage of Average Incomes,
By Family Type and Province, 1994 .............cccovuveevevuerenenneeevnnnns,

5. Provincial and Territorial Welfare Benefits in
1994 Constant DOIIATS .........cvvuuiiiinneenereerrerresessss s,

6. Monthly Earnings Exemption Levels as of January 1994 ....................

Estimated Number of People on Welfare by Province and Territory ............

W



FOREWORD

This report is the seventh of its kind by the National Council of Welfare. It estimates
welfare incomes for the year 1994 for four types of households: a single employable person, a
single person with a disability, a single-parent family with a child aged two, and a two-parent
family with two children aged ten and 15. Similar estimates were published in Welfare in

Canada; The Tangled Safety Net and previous versions of Welfare Incomes for the years 1989
through 1993.

The National Council of Welfare is grateful to officials of provincial and territorial
governments for taking the time to review the factual material in this report and previous
reports. A special thanks goes to Gilles Séguin of the Social Policy Branch of the Strategic
Policy Group of Human Resources Development Canada for his assistance and insights over the
years.

All seven reports show that welfare incomes in all parts of Canada fall well below the
poverty line. They also represent only a small fraction of average incomes. Yet five provinces
actually reduced welfare rates for all or some categories of recipients in 1993 or 1994. The
impact is shown clearly in this edition of Welfare Incomes, even though some of the cuts were
not in effect for the entire 1994 calendar year.

There are almost certain to be further reductions in welfare rates in the months ahead
because of changes in provincial government policies and cuts in transfer payments to the
provinces from the federal government.

Since 1966, the federal government has paid a share of the cost of welfare and social
services under the terms of the Canada Assistance Plan. As of April 1, 1996, cost-sharing under
the Canada Assistance Plan will give way to a form of "block funding" known as the Canada
Health and Social Transfer that will cover medicare and post-secondary education as well as
welfare and social services. Ottawa plans to reduce its support for these programs collectively
by 9.4 percent in the 1996-97 fiscal year and by a further 6.7 percent in 1997-98.

Cuts in federal support are certain to increase the pressure on provincial and territorial
governments to hold the line on welfare rates or roll back current rates.
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Social assistance or welfare is the income program of last resort in Canada. It provides
financial assistance to individuals and families whose resources are inadequate to' meet their
needs and who have exhausted other avenues of support.

Welfare is paid under the terms of the Canada Assistance Plan, an arrangement that

allows the cost to he shared l-m tha federal sovernment and the provincesg and tpfrltnﬂee
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Although people talk about welfare as a single entity, there are really 12 welfare systems in
Canada - one in each province and territory. Some would say there are hundreds of welfare
systems, because of the leeway allowed to municipalities which run welfare programs in Nova
Scotia, Ontario and Manitoba.

Despite the fact that each of the 12 main welfare systems is different, they have many
common features. They have complex rules which regulate all aspects of the system, including
eligibility for assistance, the rates of assistance, the amounts recipients are allowed to keep from
outside earnings, and the way in which applicants and recipients may question decisions
regarding their cases.

Eligibili
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liquid assets, and on a shortfall in household income as measured by a "needs test."

Applicants must qualify for assistance on the basis of rules which vary widely throughout
the country. For example, applicants must be of a certain age (usually between 18 and 65).
Full-time students of post-secondary educational institutions may qualify for assistance in some
provinces only if they meet specified conditions. In other provinces, they cannot apply for
assistance without leaving their studies. Single parents must try to secure any court-ordered
maintenance support to which they are entitled. Individuals who are disabled require medical
certification of their conditions. Strikers are not eligible in most jurisdictions. Immigrants must
try to obtain financial assistance from their sponsors.



Applicants also must meet requirements concerning their fixed and liquid assets. The
value of their non-exempt assets cannot exceed certain levels. Otherwise, applicants are
considered to be self-reliant or potentially self-reliant because they can convert their fixed assets
into liquid assets.

Rules vary regarding the treatment of fixed assets. In most provinces, a principal
- residence and personal effects such as furniture and clothing are considered exempt. Most
provinces exempt the value of a car, although some jurisdictions take into consideration factors
such as the need for a private vehicle and the availability of public transportation. Property and
equipment required for employment are generally considered exempt.

The limits on liquid assets (cash, bonds and securities that are readily convertible to cash,
and the cash value of life insurance in some provinces) are shown in Table 1 that follows. The
amounts vary by household size and employability.

Provinces and territories set their own maximum allowable liquid assets. If they want
to qualify for cost-sharing, however, the amounts cannot exceed the maximums set by Ottawa.

The federal maximums on liquid assets are:
*  $2,500 for a single person and $3,000 when an individual is aged or disabled.

*  $5,000 for a person with one dependent (spouse or child) and $5,500 when the
applicant or spouse is aged or disabled.

* an extra $500 for the second and each additional dependent.
* an additional amount where this has been placed in a special fund or trust for

purposes that the province considers to be socially important - for example, the
education of a child or the purchase of equipment to overcome a disabling condition.
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The liquid assets permitted by British Columbia match the federal maximums.
Newfoundland and Ontario allow applicants for long-term assistance to have liquid assets that
match federal levels, while Newfoundland, Nova Scotia, Ontario and Alberta permit the
maximum levels for people with disabilities. Federal guidelines were last changed in July 1980.

The maximums allowed by Ottawa and the provinces are very low and require individuals
to be virtually penniless before they are eligible for financial aid. Disabled individuals in
particular have expressed concern about the fact that these levels do not allow them to have a
small "personal safety net” which they can use in the event of an emergency or special need.

The determination of fixed and liquid assets is part of the needs test. Under this test, the
needs of a household for food, clothing, shelter and other essential items are calculated - using
criteria for need as determined by provincial and territorial governments. Special needs items,
if they are deemed essential to daily living or are required for a regularly recurring need, are
generally included in this calculation.

The household income from various sources is identified. Some income, such as the
federal Child Tax Benefit and the federal GST credit, is normally considered exempt; it is not
calculated as income available for the support of the applicant. Income from other sources such
asemployment, pensions and unemploymentinsurance is considersd as income fully of 7';‘:_-5-‘.7

available for support of the household.

Several jurisdictions, including Newfoundland, Ontario, Manitoba, Alberta and British
Columbia, exempt the value of federal compensation payments to persons who became infected
with the AIDS virus through contaminated blood transfusions or blood products. Quebec
considers the compensation payments as an exempt liquid asset rather than exempt income.

Ontario exempts payments to former residents of institutions that were paid as
compensation for abuse. Alberta exempts payments under the Japanese Canadian Redress
Agreement.

Total non-exempt income is subtracted from the total needs of the household. Applicants
qualify if the household’s needs exceed its resources or if there is a budget surplus that is



insufficient to meet the cost of a special need such as medications or disability-related
equipment.

The needs test is the central eligibility criterion required by the assistance provisions of
the Canada Assistance Plan. The law authorizes the federal government to share the costs of
welfare only on behalf of households that qualify on the basis of need.

The needs test has a significant impact upon the shape of the welfare system. The test
is fairly intrusive. Applicants must reveal a significant amount of financial and personal
information. A large bureaucracy is required, and individual welfare workers have room to
make discretionary judgments in the application of welfare regulations.

By contrast, eligibility for other income support programs such as the federal Child Tax
Benefit or Guaranteed Income Supplement for seniors is determined by an income test. This is
a simpler and more objective test based on income alone, not assets or needs. Eligibility for the
Child Tax Benefit, for example, is based on net family income as reported on income tax
returns.

In summary, applicants are eligible for welfare if they qualify on the basis of certain
general rules, if their assets fall within the guidelines on fixed and liquid assets, and if their
needs exceed the financial resources available to them.

Rates of Assistance

Every province and territory uses a different method of calculating basic social assistance,
which generally includes food, clothing, shelter, utilities, and an allowance for personal and
household needs.

Applicaﬁts and recif)ients r;la; be eligible for extra assistance in most provinces if they
have special needs such as medication, prosthetic devices, technical aids and equipment, special
clothing or dental care. Assistance may be provided as cash or "in kind" in the form of
vouchers, goods or services.



Sometimes applicants require assistance only for a special needs item, because they are
able to provide for other basic needs from their own resources. In such a case, the province or
territory may grant the specific amount that the household requires, provided that the applicant
is eligible under the needs test.

Every province and territory has a list of special needs for which it will provide extra
assistance. In some cases, only a portion of the cost of a particular item is paid. For example,
the province may reimburse a certain percentage of dental costs, and the recipient is expected
to pay the remaining amount.

In Ontario, municipalities may make special assistance available for households that
require financial help only for designated special needs. The fact that municipalities are not
required to grant such assistance has created hardship for many low-income individuals and
families with special needs. As of October 1, 1991, the costs of necessary medical
transportation, surgical supplies and dressings, and diabetic supplies were reclassified as 'special
necessities.” The change in designation means that these items must be provided to all welfare
recipients who qualify - even recipients in municipalities which do not normally provide this kind
of benefit. The Ontario government agreed to pick up a larger share of the cost of these items
from municipal governments.

All across Canada, welfare officials have some degree of discretion in deciding whether
certain houscholds qualify for special assistance under provincial or territorial welfare
regulations. Discretion is both a strength and weakness of the welfare system. On the one
hand, welfare recognizes the fact that individuals may have on-going or one-time special needs
for which they require assistance. On the other hand, a person with special needs may be
considered eligible for extra assistance by one welfare worker, but not by another.

Table 2 presents a national picture of estimated welfare incomes for 1994. The incomes
are for the basic needs of four household types: a single employable person, a single disabled
person, a single-parent family with one child aged two and a two-parent family with two children
aged ten and 15. To facilitate comparisons, we assumed that each of the households went on
welfare on January 1, 1994, and remained on welfare for the entire calendar year.



-10 -

These rates must be interpreted with caution. They are estimates of what a particular
family or single person might receive. Because welfare is such a highly individualized program
of income support, every recipient is potentially eligible for a different amount of financial
assistance.

It is especially important to understand the derivation of the social assistance figures in
Column 1. These figures are both maximum and minimum amounts.

They are maximum amounts in that they represent the highest level of welfare that a
designated province will provide to a given household unit for its basic living needs. Recipients
might actually receive any amount up to and including that maximum level.

At the same time, these figures are minimum amounts in that they do not generally
include special needs assistance to which a given household may be entitled.

Basic Social Assist

Column 1 represents the basic social assistance to which eligible households are entitled.
Basic assistance generally includes an amount for food, clothing, shelter, utilities, and personal
and household needs.

In order to ensure to the greatest extent possible the comparability of the data, a number
of assumptions were made in calculating basic assistance. These assumptions involve the size
of a municipal area, two-tier welfare systems, the employability of recipients, accommodation,
and rate changes.

a. largest municipal area

The rates of social assistance are for the largest municipal area in the province or
territory. The shelter component of basic assistance may vary by region. Assistance may
increase in more remote areas in order to compensate for higher living costs. For example, a
higher supplementary fuel allowance is granted to recipients in Labrador than that provided to
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other residents of the province. A northern allowance is available in Ontario. Manitoba and
Saskatchewan provide a supplementary northern food allowance. The food rates in the
Northwest Territories vary by region.

b. two-tier welfare systems

Nova Scotia, Ontario and Manitoba have two-tier welfare systems. This means that the
provincial government assumes responsibility for certain recipients (generally those considered
to be unemployable) while municipal governments are responsible for other categories of
recipients (generally those considered to be employable).

In Ontario, municipalities have to conform to a standard set of rates for basic welfare
assistance which is set by the province. There is wide variation, however, with respect to the
provision of special assistance, which is the responsibility of Ontario municipalities.

Manitoba has moved to standardize rates in its two-tiered welfare system, although the
minimum rates established by the provincial government are not as high as the rates paid by the
City of Winnipeg. The city accepted the standardized rates for adults, but decided to maintain
higher rates for children. This extra amount for children on welfare is cost-shared by the city
and the federal government, but not by the province. In Table 2, the rates for the single
employable person and the couple with two children are the rates for the City of Winnipeg.

In Nova Scotia, municipalities still set their own levels of assistance. The rates for single
employable recipients and two-parent households in Table 2 are the rates for the City of Halifax.
Rates for these households varied greatly in other municipalities in the province and were
normally much lower than the rates in Halifax.

P . T .
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fact, in some provinces, single employable persons are eligible for assistance for one month
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only, after which they must renew their applications. In order to "annualize” the rates presented
in Table 2, it was assumed that these people started receiving welfare on January 1, 1994, and
remained on assistance throughout the entire year, even though many recipients would not
actually have been eligible on such a "long-term” basis. P.E.L got rid of its short-term rates
altogether as of April 1, 1990.

Single disabled persons generally qualify for long-term rates of assistance. In Ontario,
they are eligible for benefits under the Guaranteed Annual Income System for the Disabled
(GAINS-D) program. In Alberta, disabled applicants may qualify for benefits under one of two
programs - social assistance or Assured Income for the Severely Handicapped (AISH). The rates
in Table 2 are for the social assistance program.

In most cases, the single-parent family was assigned higher rates of assistance. It was
generally presumed that this family was unemployable because of the young age of the child
(two years). However, classification of the single-parent family varies throughout the country,
and this variation is reflected in the calculations in Table 2.

Single parents in Saskatchewan are not required to seek employment or take training if
they choose to remain at home to care for a child under the age of six. In Alberta, single
parents with children six months old or older now are considered employable. Single parents
in New Brunswick and Quebec receive benefits under the employability enhancement programs
in these provinces - the Upgrading, Training and Placement Program and the Work and
Employment Incentives Program, respectively. The employability enhancement programs
provide lower rates of assistance than long-term welfare programs.

Finally, the two-parent family with two children was considered to be employable for the

purposes of these calculations. If, for some reason, the family was unemployable (for example,
the family head was disabled), it would be eligible for higher rates of assistance.

d. accommodation

Table 2 considers welfare recipients to be renters rather than homeowners. It also
assumes that there was no sharing of accommodation. In all provinces, rates of assistance are
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reduced when unrelated individuals share housing. Under the Work and Employment Incentives
Program for employable persons in Quebec, for example, the monthly assistance cheques of two
households sharing accommodation were reduced by $100 each in 1994.

Where shelter allowances do not include the cost of utilities, the latter were added to the
shelter rates. Maximum allowable shelter rates were used in most jurisdictions.

In the Northwest Territories, there are no maximum rates for shelter. Actual rents are
paid, and these vary widely in the North. For the single employable person and the single
person with a disability, basic welfare assistance was calculated using the highest rent and
utilities actually paid for a bachelor suite in Yellowknife. For the two families with children,
the calculation was done using the highest rent and utilities actually paid for a two-bedroom
apartment in Yellowknife. Because of the way the figures for the Northwest Territories are
calculated, they are not directly comparable with figures for welfare programs which have
ceilings on rent.

€, rate changes

The calculations of basic social assistance were done month by month for each category
of recipient in each province and territory. Increases or decreases in rates were incorporated
as of their effective dates. For example, British Columbia increased its welfare rates on March
1, 1994, so the B.C. calculations for 1994 are made up of two months of welfare at the old rate
and ten months at the new rate.

Nova Scotia, New Brunswick and Quebec had increases for some, but not all categories
of recipients.

== ——=- Alberta reduced-its welfare rateq-in- 1993 for-all catsgories-of recipients;-and-there were
reductions in 1994 for some categories of recipients in Prince Edward Island, Quebec, Ontario
and Manitoba. ‘
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Special Assistance

Two kinds of assistance may be provided for special needs. First, there are regularly
recurring needs within certain groups, such as people with disabilities. Second, there are “one-
time" special needs which are determined case by case. One-time special needs include items
such as funeral expenses, moving costs or emergency home repairs.

Decisions to provide either type of special assistance are made by individual welfare
workers. In some cases, approval is required from an administrator, director or designated
professional such as a doctor.

Because it is impossible to know whether individuals receive special assistance and
because the amount and type of help vary by household, these extra amounts have not been
included in the calculation of estimated welfare income.

Special assistance has been incorporated in Column 2 of Table 2 only when it is
automatically provided to certain recipients. Examples of special assistance include: extra
assistance for disabled persons, money for school expenses, winter clothing allowances for
families with children, and Christmas allowances. The footnotes explain the nature of the
special assistance in each jurisdiction.

Child Tax Benefit

The federal government paid a basic benefit of up to $1,020 in most parts of Canada in
1994 for each child under age 18. The basic benefit in Quebec and Alberta is different at the
request of the two provincial governments. In Quebec, payments vary with the age of the child
and the number of children in the family. In Alberta, payments vary with the age of the child.

In all provinces and territories, there was a supplementary benefit in 1994 of up to $213
for each child under age seven.

All provinces and territories except Saskatchewan consider the Child Tax Benefit to be
exempt income in the calculation of welfare benefits. Saskatchewan deducts the value of the
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family allowance component of the Child Tax Benefit (estimated at $34.88 a month for each
child in 1994) from its welfare payments. To account for this in Table 2, the rates of assistance

o ey M A L. 14 00
in Column 1 for the two houscholds with children in Saskatchewan have been reduced by $34.88

a month for each child.

Provincial Child Benefit

Quebec provides a family allowance over and above the federal Child Tax Benefit. It
also makes available a special allowance to families with children under six called the Allowance
for Young Children. It was worth $9.77 a month in 1994 for the first child under six.

Manitoba provides up to $30 a month per child to low-income families under the Child

Related Income Support Program (CRISP). The maximum benefit went to families with net

incomes of $12,384 a year or less. Under a change in provincial government policy that took

effect on April 1, 1993, families on both municipal and provincial welfare lose a dollar of their

welfare cheques for every dollar received from CRISP. For t}ns reason, CRISP is mcluded in
“Colomn 1 aiong with basic social assistance.

The Family Income Plan in Saskatchewan provides non-taxable cash assistance for
eligible families with dependent children under 18 years of age. Effective July 1, 1993,
maximum benefits were $105 a month for each of the first three children in a family and $95
a month for the fourth and subsequent children, The maximum benefit went to families with
incomes of $725 a month or less, not including the federal Child Tax Benefit. This amount is
not presented as a separate entry in Column 4 because the province includes it in the rates of
assistance for families on welfare.

GST Credit

Column 5 is the federal refundable credit for the Goods and Services Tax. The GST
credit is paid quarterly. The four payments received in 1994 added up to a maximum of $199
for each adult or the first child in a single-parent family. For other dependent children, the total
for the year was a maximum of $105 a child.



- 16 -

Single adults, including single parents, also received a single person’s supplement if their
1993 incomes were between $6,456 and $25,921. The maximum supplement for 1994 was
$105.

Prince Edward Island stopped considering the GST credit as exempt income on June 1,
1994, The result was a small reduction in welfare benefits for all categories of recipients for
the latter half of the year. Column 5 shows the full amount of the GST credit provided by the
federal government, and the basic social assistance in Column 1 has been reduced by $96 for
single recipients, $192 for the single-parent family and $288 for the couple with two children.

Provincial Tax Credits

The tax credits in Column 6 are the Sales and Property Tax Credits in Ontario and the
Cost of Living and Property Tax Credits in Manitoba. All four categories of welfare recipients
in Ontario were eligible for provincial tax credits. In Manitoba, tax credits are shown only for
the single employable person and the couple with two children. The single person with a
disability and the single-parent family have the value of their tax credits included with basic
social assistance in Column 1.

Previous editions of Welfare Incomes had a separate listing for the Quebec Sales Tax
Credit. The credit now is shown within basic social assistance.
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Adequacy of Benefits

Many of the incomes in Table 2 are abysmally low. To demonstrate just how low, we
compared them with the low income cut-offs of Statistics Canada for 1994. The results are
shown in Table 3.

ach year, the federal agency calculates low income cui-offs for househoids of different
sizes living in communities of different sizes. They approximate levels of gross income where
people are forced to spend disproportionate amounts of their incomes on food, shelter and
clothing. '

The National Council of Welfare regards the cut-offs as poverty lines. Like any poverty
lines, they have their limitations, but they are widely accepted as a benchmark for judging
income adequacy in Canada. Other studies of poverty, especially local surveys using a "market
basket" approach, have produced comparable results.

Some provincial governments maintain that the poverty lines are an especially imperfect
measure of poverty when it comes to welfare incomes, because the lines are based on pre-tax
income and welfare benefits are not taxable. In reality, most of the incomes in Table 3 are so
low that there is no difference between taxable and non-taxable income. For example, single
employable people in New Brunswick with total incomes of $3,283 in 1994 were poor by any
standard. Even if they had earned incomeinstead of receiving welfare income; they wouid have
been exempt from income tax because their earnings were so low. '

Some provinces also contend that welfare is intended to provide only the bare necessities
of life, while incomes at the level of the low income cut-offs are high enough to allow some
discretionary spending as well. The National Council of Welfare has no sympathy for that
argument. The fact is that the cut-offs already represent very low levels of income. The only
"discretion” many welfare recipients have is how to cut back on food when the money starts
running short toward the end of the month.

As Table 3 shows, Prince Edward Island and Ontario are two provinces where welfare
incomes are closer to the poverty lines than elsewhere, although still substantially below the
lines. Some of the rates in other provinces, especially rates for single employables, are far
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below the lines. Welfare incomes which reach only one-quarter or one-third of the poverty line
are unacceptably low and should be raised at the earliest possible date.

Column 1 of the table shows welfare incomes for different types of households in the ten
provinces in 1994. Neither of the territories is included in this table because they are
specifically excluded from the survey used to generate the cut-offs.

Column 2 indicates the poverty lines - the low income cut-offs of Statistics Canada (1986
base) - for the largest city in each province. The poverty gap - or difference between total
income and the poverty lines - is indicated in Column 3. Column 4 represents total welfare
income as a percentage of the poverty line - that is, welfare income divided by the poverty line.

Welfare incomes for single employable people were by far the least adequate, ranging
from 24 percent of the poverty line in New Brunswick to 56 percent of the poverty line in Prince
Edward Island. Benefits for single disabled people fell between 44 percent of the line in Alberta
and 76 percent in Ontario. Welfare incomes for single-parent families ranged from a low of
52 percent in Alberta to a high of 80 percent in Ontario. Finally, the incomes of two-parent
families with two children fell between 46 percent of the poverty line in New Brunswick and
72 percent in Ontario,

On the whole, the adequacy of benefits has not improved significantly since the
calculation of rates for 1986 in The Tangled Safety Net.
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Total Welfare
Total Poverty Poverty | Income as % of
Income Line Gap Poverty Line
NEWFOUNDLAND
Single Employable 4,525 13,596 -9,071 33%
Disabled Person 8,546 13,596 -3,050 63%
Single Parent, One Child 12,993 18,430 -5,437 70%
Couple, Two Children 14,834 26,969 -12,135 55%
PRINCE EDWARD ISLAND
Single Employable 7,388 13,282 -5,894 56%
Disabled Person 9,202 13,282 -4,080 69%
Single Parent, One Child 12,586 18,004 -5,418 70%
Couple, Two Children 18,831 26,348 -7,517 1%
NOVA SCOTIA
Single Employable 6,103 13,596 -7,493 45% |
Disabled Person 8,806 13,596 -4,790 65%
Single Parent, One Child 12,273 18,430 -6,157 67%
Couple, Two Children 15,120 26,969 -11,849 56%
NEW BRUNSWICK
Single Employable 3,283 13,596 -10,313 24%
Disabled Person 8,325 13,596 -5,271 61%
Single Parent, One Child 10,518 18,430 -7,912 57%
Couple, Two Children 12,524 26,969 -14,445 46%
QUEBEC
Single Employable 6,199 15,479 -9,280 40%
Disabled Person 8,312 15,479 -7,167 54%
Single Parent, One Child 13,097 20,981 -7,884 62%
Couple, Two Children 16,104 30,708 -14,604 52% e
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Total Welfare
Poverty Income as % of
Line | Gap | PovertyLine |

Single Employable 8,554 15,479 -6,925 55%

| Disabled Person 11,757 15,479 -3,722 76%

| Single Parent, One Child 16,834 20,981 -4,147 80%
Couple, Two Children 22,210 30,708 -8,498 72%

| MANITOBA

| single Employable 6,841 15479  -8,638 44%
Disabled Person 8,227 15,479 -7,252 53%
Single Parent, One Child 11,336 20,981 9,645 54%
Couple, Two Children 19,745 30,708  -10,963 64% |I
SASKATCHEWAN

| Single Employable 5959 13,596  -7,637 4%
Disabled Person 8,515 13,596 -5,081 63%
Single Parent, One Child 12,004 18,430 -6,336 66%
Couple, Two Children 17,448 26,969 -9,521 65%
ALBERTA
Single Employable 4,927 15,479  -10,552 2%
Disabled Person 6,770 15,479 -8,709 44%
Single Parent, One Child 10,811 20,981 -10,170 52%

{ Couple, Two Children 17,215 30,708  -13,493 56%
BRITISH COLUMBIA
Single Employable 6,764 15,479 -8,715 44%
Disabled Person 9,504 15,479 -5,975 61%
Single Parent, One Child 13,561 20,981 -7,420 65%

Couple, Two Children 008 57% j
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Welfare and Average Incomes

The low level of financial support provided by social assistance is also evident when
measured against average incomes. Welfare provides only a small part of the income that most
Canadians would consider normal or reasonable.

Table 4 on the next page compares the welfare incomes of our four typical households
with average incomes for the appropriate household type in each province.

The averages are 1994 estimates by the National Council of Welfare based on data
collected by Statistics Canada in the Survey of Consumer Finances for 1993. For the single
employable person and the single disabled person, we used average incomes in each province
for unattached people under the age of 65. For single parents, we used the average incomes of
single parents under 65 with children under 18. The size of the sample for single parents was
too small to be reliable in Newfoundland and Prince Edward Island. For the two-parent family,
we used the average incomes of couples under 65 with children under 18.

Table 4 makes it clear that welfare incomes are far below average. A single employable
person on welfare received from 15 percent to 38 percent of the average income received by
single people under 65. The disabled person on welfare got 28 to 47 percent of the average.
Single-parent families had 42 to 66 percent of average incomes, but it is worth noting that
average incomes for single-parent families in general are far below average incomes for couples
with children. The two-parent family on welfare had between 24 and 38 percent of average
incomes.



)
WELFARE INCOMES AS PERCENTAGE OF AVERAGE INCOMES,
BY FAMILY TYPE AND PROVINCE, 1994
Estimated I Welfare Income as %
"Welfare | =~ Average | of Estimated Average
Income Income I Income -

Single Employable 4,525 19,544 23%
Disabled Person 8,546 19,544 44%
Single Parent, One Child 12,993 - -
Couple, Two Children 14,834 45,968 32%
PRINCE EDWARD ISLAND
Single Employable 7,388 19,373 38%
Disabled Person 9,202 19,373 47%
Single Parent, One Child 12,586 - -
Couple, Two Children 18,831 50,147 38%
NOVA SCOTIA
Single Employable 6,103 23,547 26%
Disabled Person 8,806 23,547 37%
Single Parent, One Child 12,273 19,474 63%
Couple, Two Children 15,120 54,319 28%
NEW BRUNSWICK
Single Employable 3,283 21,363 15%
Disabled Person 8,325 21,363 39%
Single Parent, One Child 10,518 19,736 53%
Couple, Two Children 12,524 52,653 24%
| QUEBEC
| Single Employable 6,199 22,527 28%
| Disabled Person 8,312 22,527 37%
Single Parent, One Child 13,097 24,485 53%
| Couple, Two Cren -
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| Couple, Two Children

Estimated Welfare Income as %
Welfare Average of Estimated Average
Income Income Income
- TR e e |
| Single Employable 8,554 28,884 30%
Disabled Person 11,757 28,884 41%
Single Parent, One Child 16,834 25,650 66%
Couple, Two Children 22,210 65,349 34%
MANITOBA
Single Employable 6,841 22,145 31%
Disabled Person 8,227 22,145 37%
Single Parent, One Child 11,336 25,129 45%
Couple, Two Children 19,745 54,995 36%
SASKATCHEWAN
Single Employable 5,959 22,789 26%
Disabled Person 8,515 22,789 37%
Single Parent, One Child 12,094 21,281 57% ’
Couple, Two Children 17,448 52,721 33%
ALBERTA
Single Employable 4,927 23,976 21%
Disabled Person 6,770 23,976 28%
Single Parent, One Child 10,811 25,982 42%
Couple, Two Children 17,215 60,438 28%
| BRITISH COLUMBIA
| Single Employable 6,764 26,749 25%
| Disabled Person 9,504 26,749 36%
Single Parent, One Child 13,561 26,255 52%

27%
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Provingi Territorigl Benefi v

No other program of income support is as erratic as welfare. Every year, there are gains
and losses that vary from one category of recipient to another and one jurisdiction to another.
Table 5 summarizes the ups and downs of recent years.

The figures for 1994 consist of benefits taken from Table 2 that are exclusively within
provincial and territorial jurisdiction - in other words, total welfare incomes minus the federal
Child Tax Benefit and the GST credit. Comparable figures for other years were calculated from

Welfare in Canada; The Tangled Safety Net and previous editions of Welfare Incomes.

Using the Consumer Price Index, all the dollar figures in Table 5 are expressed in
constant 1994 dollars to factor out the effects of inflation and to show the real purchasing power
of welfare and related benefits over time. The percentages in the last two columns show
increases or decreases in real purchasing power.

The table provides comparisons of provincial and territorial benefits for 1986 and 1989
through 1994 for the single employable person, the single-parent family and the two-parent
family. The National Council of Welfare did not include a single person with a disability in its
original calculations of welfare incomes for 1986, so the comparison for this group is limited
to 1989 through 1994. The first estimates of welfare incomes in the Northwest Territories were
done for 1993, so the only comparisons available are for 1993 and 1994.

Between 1993 and 1994, many welfare recipients saw their purchasing power go down.
The largest drops were in Alberta as a result of a deliberate decision in 1993 to reduce rates of
assistance. Some of the smaller declines elsewhere occurred because welfare recipients had no
guaranteed protection against inflation. The across-the-board declines in welfare incomes of 0.2
percent in Newfoundland and Yukon, for example, came about because the inflation rate grew
0.2 percent between 1993 and 1994, but welfare rates did not change at all.

British Columbia had modest increases in welfare rates for all categories of recipients in
1994, and there were some increases in Nova Scotia, New Brunswick and Quebec.
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For the period from 1986 to 1994, there were major losses in Alberta and reasonably
consistent gains in Quebec, Ontario and British Columbia. The long-term gains in Ontario,
however, will be all but wiped out by the sharp cuts in welfare rates ordered by the new
provincial government after the 1995 election.

The largest declines in welfare incomes through 1994 occurred in Alberta, but they were
by no means consistent from one year to the next. There were losses in the years prior to 1991,
significant increases in 1991 as a result of provincial welfare reform, and actual cuts in benefits
as of late 1993. The single employable person saw a drop of 40.3 percent in welfare and other
provincial benefits between 1986 and 1994, the single-parent family experienced a drop of 20.8
percent, and the couple with children was down 16.1 percent.

The most significant increase over the years occurred in Quebec in the rate for the single
employable person. That came about as a result of reforms that raised welfare rates for single
employable people under 30 to the same level as rates for people 30 and over. In 1989 - prior
to the reforms - the rate for single people under 30 had been $2,220 a year, while the rate for
single people 30 and over was $6,084.
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Earnings Exempti

——~~The figures in the tables above do not take into account the fact that weifare incomes may
be increased by personal earnings. Each province and territory allows welfare recipients to
retain a certain amount - a flat-rate sum and/or a percentage of earnings - without any reduction
in their welfare cheques. These extra amounts were not included in the tables because it is not
certain that recipients would actually increase their incomes by these levels. They may be
unable to work or unable to find jobs.

Allowable earnings exemptions in each province and territory are presented in Table 6.
The exemptions vary by family size and sometimes by employability. All provinces recognize
work-related expenses, including child care expenses in most cases, Welfare recipients are
allowed to deduct all or some of these costs from their earnings. In effect, that means that the
actual earnings exemptions in some provinces are more generous than they appear at first glance.
They also provide a greater incentive for people to take paying jobs.

While provinces and territories are free to set their earnings exemption levels, they are
expected to fall within federal parameters. Prior to October 1985, the federal government would
not allow cost-sharing for provincial earnings exemptions which exceeded the following levels:
for a single person, the greater of $95 or 25 percent of the amount of social assistance to which
the person would be entitled if he or she had no income; for a family, the greater of $190 or
25 percent of social assistance plus the family allowance and the refundable child tax credit
benefits to which the household would be entitled if it had no income.

In 1985, the federal government made special provision for cost-sharing in welfare
programs with enhanced earnings exemptions. The initiative was part of the "four-corner
agreements” involving the federal Ministers of Health and Welfare and Employment and
Immigration and their respective provincial and territorial counterparts. The purpose of these
agreements was to promote the participation of employable welfare recipients in the labour
market.

Enhanced earnings exemptions are important because they provide a means for welfare
recipients to improve (at least marginally) the quality of their lives. These exemptions also
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encourage individuals to get experience in the labour market and to gain sufficient confidence
to leave the welfare system.

On the other hand, there is always the danger that provinces and territories will opt for
higher earnings exemptions as a substitute for increases in basic welfare rates. In our view, that
would be an abuse of the system, because it would deny adequate levels of support to welfare
recipients who failed to obtain some kind of paying job through no fault of their own.
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Conclusion

Welfare is a degrading experience for the vast majority of recipients. Applicants have
to exhaust almost all their liquid assets to qualify for help. Welfare entitlements are determined
by a labyrinth of rules and regulations that may or may not make sense. "Need" is as much a
dictate of governments as it is a reflection of the cost of the necessities of life. The huge
amount of discretion in the system makes it almost impossible to know whether people are being
treated fairly.

The income provided by most provincial and territorial welfare programs is grossly
inadequate for the vast majority of recipients. Yet some welfare recipients have actually seen
their incomes decline in recent years, and the situation is likely to deteriorate further as all levels
of government tighten their purse strings.

The National Council of Welfare has long been concerned about governments seeking
to save money at the expense of the poor. Our 1990 report The Canada Assistance Plan; No
Time for Cuts strongly criticized the federal government for proceeding with plans to limit its
cost-sharing of welfare and social services in Ontario, Alberta and British Columbia. Much of
that criticism was repeated and amplified in our report earlier this year on the proposed new

Canada Health and Social Transfer entitled The 1995 Budget and Block Funding.

Welfare is the social safety net of last resort for people who have exhausted other sources
of income. If the federal government proceeds with reductions in its support for provincial and
territorial welfare programs, the real losers will be the children, women and men on welfare
who are already among the poorest of the poor in Canada.
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Province or;l‘enitory March 31,1993 March 31, 1994 Decrease
Newfoundland 68,100 67,400 -1.0%
Prince Edward Island 12,600 13,100 4.0 %
Nova Scotia 98,700 104,000 54 %
New Brunswick 78,100 73,500 59 %
Quebec 741,400 787,200 6.2 %
Ontario 1,287,000 1,379,300 7.2 %
Manitoba 88,000 89,300 15 %
Saskatchewan 68,200 81,000 18.8 %
Alberta 196,000 138,500 -293 %
British Columbia 323,300 353,500 93 %
Yukon 2,500 2,400 -4.0 %

. Northwest Territoriei_ 11,100 11,000 -0.9 %
ﬂ CANADA 2,975,000 3,100,200 4.2 %

SOURCE: Human Resources Development Canada
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NATIONAL COUNCIL OF WELFARE

The National Council of Welfare was established by the Government
Organization Act, 1969, as a citizens’ advisory body to the federal government.
It advises the Minister of Human Resources Development on matters of concern
to low-income Canadians.

The Council consists of members drawn from across Canada and appointed
by the Governor-in-Council. All are private citizens and serve in their personal
capacities rather than as representatives of organizations or agencies. The
membership of the Council has included past and present welfare recipients,
public housing tenants and other low-income people, as well as educators, social
workers and people involved in voluntary or charitable organizations.

Reports by the National Council of Welfare deal with a wide range of
issues on poverty and social policy in Canada, including: income security
programs, welfare reform, medicare, poverty lines and poverty statistics, the
retirement income system, taxation, labour market issues, social services and legal
aid.

On peut se procurer des exemplaires en frangais de
toutes les publications du Conseil national du bien-
étre social, en s’adressant au Conseil national du
bien-étre social, 2° étage, 1010 rue Somerset ouest,
Ottawa K1A 0J9.









