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This report is the ninth of its kind by the National Council of Welfare. It estimates welfare
incomes for the year 1996 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
Safety Net and previous versions of Welfare Incomes for the years 1989 through 1995.

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.
The Council also appreciates the continuing support and co-operation of the Social Program
Information and Analysis Division of the Social Policy Directorate in Human Resources
Development Canada.

All nine 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. And yet welfare benefits were
again frozen or decreased during 1996 for two-thirds of the household types covered in this report
throughout Canada. As the freezes and decreases continue, people already living in poverty on
welfare grow poorer.

From 1966 until March 31, 1996, the federal government paid a share of the cost of welfare
and social services under the terms of the Canada Assistance Plan or CAP. On April 1, 1996, the
federal government replaced CAP with the Canada Health and Social Transfer. The CHST is a
“block fund” covering medicare and post-secondary education as well as welfare and social services.
Ottawa’s support for these important programs taken together decreased by 9.4 percent in the 1996-
97 fiscal year and will decrease by a further 6.2 percent in 1997-98.



What i elfare?

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.

Until March 31, 1996, welfare was paid under the terms of the Canada Assistance Plan
(CAP), an arrangement that allowed the cost to be shared by the federal government and the
provinces and territories. On April 1, 1996, CAP was replaced by the Canada Health and Social
Transfer.

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, Ontarto
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.

Eligibility for welfare is based on some general administrative rules that 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 stringent 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.
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Once the administrative conditions are met, each applicant goes through a “needs test.” This
test compares the budgetary needs of an applicant and any dependents with the assets and income
of the household; needs, assets and income are defined in provincial and territorial welfare laws.
In general, welfare is granted when a household’s non-exempted financial resources are less than the
cost of regularly recurring needs, that is, food, shelter, household and personal needs (and special
needs, in some jurisdictions).

First of all, applicants’ fixed and liquid assets are examined. In most provinces, fixed assets
like a principal residence, furniture and clothing are considered exempt. Most provinces also 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. Applicants are usually required to convert any non-
exempt fixed assets into liquid assets and to use any non-exempted liquid assets for their ongoing
needs before qualifying for welfare.

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) appear in Table 1 below. The amounts vary by
household size and employability. Where a household’s liquid assets are higher than the amounts
in Table 1, that household is not entitled to welfare until the excess is spent on approved needs.

The amounts shown in Table 1 are the liquid asset exemption levels which were in effect in
January 1996. During 1996, there were no significant changes in liquid asset exemption policies
except in Quebec. These policy changes will be included in the 1997 edition of this report.
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After the examination of fixed and liquid assets, the household’s income from various
sources is identified. Some types of income, such as the federal Child Tax Benefit and the federal
GST credit, are normally considered exempt in the determination of eligibility for welfare. Income
from other sources such as employment, pensions and unemployment insurance is considered fully
or partially available for support of the household.

Total non-exempt income is subtracted from the total needs of the household. Applicants
qualify for welfare 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 was the central eligibility criterion required by the assistance provisions of the
Canada Assistance Plan. The law authorized the federal government to share the costs of welfare
only on behalf of households that qualified on the basis of need. Since the Canada Health and Social
Transfer replaced the Canada Assistance Plan in April 1996, provinces and territories are no longer
required to use a needs test to qualify for federal contributions to their welfare programs. As of the
date of this report, however, no province or territory had replaced its needs test.

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.

Applicants and recipients may 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 cases, a province or territory may
grant the specific amount that the household requires, provided that the applicants are eligible under
the needs test.
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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.

All across Canada, welfare officials have some degree of discretion in deciding whether
certain households 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 1996. 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 two-year-old child and a two-parent family with two children ten and
15 years of age. To facilitate comparisons, we assumed that each of the households went on welfare
on January 1, 1996, and remained on welfare for the entire calendar year.

The figures in the table must be interpreted with caution. They are estimates of what a
particular family or a single person might receive. Because welfare is such a highly individualized
program of income support, every applicant is potentially eligible for a different amount of financial
assistance on the basis of the circumstances of his or her household.

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 or territory will provide
to a given household unit for its basic living needs. These rates can be reduced in all provinces and
territories for a number of reasons. For example, legislation in all jurisdictions allows welfare
authorities to reduce, cancel or suspend benefits where an employable recipient refuses a reasonable
job offer, or quits a job without just cause. ‘

At the same time, these figures are minimwm amounts in that they do not generally include
special needs assistance to which a given household may be entitled, such as costs related to a
disability in the family or the cost of searching for a job.



Basic Social Assi

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 concerning recipient
households have to do with the place of residence, the ages of the children, the employability of the
household head, the type of housing and the case history.

a. place of residence

The rates of social assistance shown for any given province or territory are for the largest
municipal area. This is because maximum shelter allowances vary by region in many jurisdictions.
Households living in smaller municipalities often receive lower benefits because their shelter costs
are lower than in large urban centres (and most shelter allowances are based on actual shelter costs).
Supplements are offered in some provinces to compensate welfare households living in remote areas
for higher living costs.

b. ages of children

Welfare rates for families with children in this report are based on the assumption that the
child in the one-parent family is two years of age and the children in the two-parent family are ten
and 15 years old. This is because some provinces vary a family’s entitlement with the age of each
child in the household.



¢. employability of the household head

In Table 2, short-term rates of assistance (which are generally lower than long-term rates)
were assigned to single employable individuals and couples with children in all jurisdictions. The

rates for single parents are based on the employability classifications in each province.

d. type of housing

We assumed that the welfare households in this report are tenants in the private rental market
rather than homeowners or social housing tenants. We also assumed that there was no sharing of
accommodation. In all provinces, actual welfare entitlements are reduced when recipient households

live in subsidized housing or when housing is shared.

Where shelter allowances do not include the cost of utilities, the cost of utilities was added

to the shelter rates. Maximum shelter rates were used in all jurisdictions.

In the Northwest Territories, however, there were no maximum rates for shelter in 1996.
Actual rents were 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 based on 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.

In 1996, the government of the Northwest Territories announced that it would cap the shelter

rate for single people beginning in 1997. This will be reflected in our 1997 report.

e. case history

In order to “annualize” the rates for this report, we assumed that these four typical
households started receiving welfare on January 1, 1996, and remained on assistance throughout the
entire calendar year.
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We also assumed that households satisfied the residency requirement for welfare which was
imposed by the government of British Columbia. Between December 1995 and March 1997,
applicants for welfare had to live in British Columbia for three months before they were eligible for
assistance.

The British Columbia residency requirement was in contravention of the terms of the Canada
Assistance Plan and the Canada Health and Social Transfer. It became the subject of a protracted
dispute between the federal and British Columbia governments. In March 1997, British Columbia
dropped the rule as part of an out-of-court settlement with the federal government.

The calculations of basic social assistance were done month by month for each category of
recipient in each province and territory, taking into account increases or decreases in rates as of their
effective dates. For example, Prince Edward Island decreased the shelter portion of its welfare rates
on April 1, 1996, for residents of Charlottetown, so the Prince Edward Island calculations for 1996
are made up of three months of welfare at the old shelter rate and nine months at the new rate.

We further assumed that welfare households did not have any income from paid work during
the time they were on assistance.

Special Assistance

Two kinds of assistance may be provided for special needs. First, there are supplementary
allowances paid “automatically” to recipients in certain groups, such as people with disabilities or
parents with school-age children. These are the amounts which appear in the second column in
Table 2. Examples of this type 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.

Second, there are one-time special needs, which include items such as funeral expenses,
moving costs or emergency home repairs. This type of special assistance is not included in this
report, because the special needs are established on a case-by-case basis. Decisions to provide this
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.
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Special assistance has been incorporated in Column 2 of Table 2 only when it is
automatically provided to certain recipients.

Child Tax Benefit

The federal government paid a basic annual benefit of up to $1,020 in most parts of Canada
in 1996 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 annual benefit 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 family
allowance component of the Child Tax Benefit (estimated at $34.88 a month for each child) from
its welfare payments. To account for this in Table 2, the rates of assistance in Column 1 for the two
households with children in Saskatchewan have been reduced by $34.88 a month for each child.

Provincial Child Benefits

Quebec provides a family allowance over and above the federal Child Tax Benefit. In
addition, it pays a special allowance to families with children under six called the Allowance for
Young Children. It was worth $9.77 a month in 1996 for the first child under six. Quebec also
provides an earnings supplement to low-income workers with children under its Parental Wage
Assistance program. We did not include benefits available from this program in Table 2 because we
assumed that welfare households did not have any income from work during the year.

Until July 1996, Manitoba offered non-taxable income supplements to all low-income
families with children, including welfare recipients. Under the terms of its Child Related Income
Support Program, Manitoba provided up to $30 a month per child. The program was income-tested,
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and did not pay supplements to families on welfare above and beyond their welfare entitlements.
Benefits from the program were deemed to be included in Column 1 under basic social assistance.

Saskatchewan’s Family Income Plan offers low-income families with children up to $105
a month for each of the first three children in a family and up to $95 a month for each additional
child. The program is income-tested and does not pay supplements above and beyond families’
welfare entitlements. Benefits from the Family Income Plan are deemed to be included in Column
1 under basic social assistance.

In July 1996, British Columbia introduced the B.C. Family Bonus as part of a package of
initiatives known as B.C. Benefits. The Family Bonus is an income-tested monthly payment to all
low-income families with children who have filed income tax returns for the previous year, and have
applied for the Child Tax Benefit. Families on welfare receive $103 a month per child, which is
deducted from their welfare, resulting in no change to the families’ total income. The figures in
Table 2 include a “support reduction” in the basic social assistance column, and the Family Bonus
payments in the additional benefits column for the period from July to December 1996.

T Credi

Column § is the federal refundable credit for the Goods and Services Tax. The GST credit
is paid quarterly. The four payments received in 1996 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.

Single adults, including single parents, also received an income-tested single person's
supplement to a maximum of $105 in 1996 if their 1995 incomes were between $6,456 and $25,921.

Prince Edward Island stopped considering the GST credit as exempt income in June 1994.
The result was a dollar-for-dollar reduction in welfare benefits for all categories of recipients equal
to the amount of the household’s GST credit entitlement for the latter half of the 1994. For 1995 and
1996, the value of the entire GST credit was deducted from the household’s welfare entitlement.
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 the same amount.
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In the budget speech of April 15, 1997, the government of Prince Edward Island announced
that the GST credit would once again be considered exempt income as of June 1, 1997, and would
no longer trigger reductions in welfare incomes. This change in policy will be reflected in
subsequent editions of this report.

Provincial Tax Credits

The tax credits in Column 6 are the Sales and Property Tax Credits in Ontario, the Cost of
Living and Property Tax Credits in Manitoba and the Sales Tax Credit in British Columbia. All four
categories of welfare recipients were eligible for provincial tax credits in Ontario and in British
Columbia.

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. As of May 1996, welfare recipients
are no longer eligible for the Manitoba Cost of Living and Property Tax Credits. The effect on
municipal welfare recipients will be reflected in their 1997 income as their 1996 tax credits will be
paid in 1997.

Earlier 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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f Benefi

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 1996. The results are shown in Table 3.

Each year, the federal agency calculates low income cut-offs for households of different sizes
living in communities of different sizes. They approximate levels of gross income where people are
forced to spend much of their income 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 Newfoundland with total incomes of $2,701 in 1996 were poor by any standard. Even if they had
earned income instead of receiving welfare income, they would 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, no province had welfare rates consistently closer to the poverty lines than
elsewhere. Rates in some provinces, especially rates for single employables, are far below the lines.
Welfare incomes which reach only one-fifth or one-third of the poverty line are unacceptably low
and should be raised at the earliest possible date.
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Column 1 of the table shows welfare incomes for different types of households in the ten
provinces in 1996. Neither of the territories is included in this table because they are specifically
excluded from the survey used to generate the low income 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 shown 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 remained by far the least adequate during
1996, ranging from 19 percent of the poverty line in Newfoundland to 43 percent of the poverty line
in Nova Scotia.

Benefits for single disabled people ranged from 42 percent of the poverty line in Alberta to
73 percent in Ontario. Ontario exempted disabled recipients from the 21.6 percent welfare cut of
October 1995.

Welfare incomes for single-parent families ranged from a low of 50 percent in Alberta to a
high of 68 percent in Newfoundland.

For two-parent families with two children, welfare incomes ranged from 48 percent of the
poverty line in New Brunswick to 64 percent in Prince Edward Island.



Total Welf:

Izgctie P(I)ji,;:y ch/:;ty Inc(:)o?nle a: "/ir:f
Single Employable 2,701 14,107 -11,406 19%
Disabled Person 8,546 14,107 -5,561 61%
Single Parent, One Child 12,989 19,123 -6,134 68%
Couple, Two Children 14,834 27,982 -13,148 53%
PRINCE EDWARD ISLAND
Single Employable 5,451 13,781 -8,330 40%
Disabled Person 9,295 13,781 -4,486 67%
Single Parent, One Child 11,958 18,680 -6,722 64%
Couple, Two Children 17,521 27,338 -9,817 64%
NOVA SCOTIA
Single Employable 6,121 14,107 -7,986 43%
Disabled Person 8,809 14,107 -5,298 62%
Single Parent, One Child 12,273 19,123 -6,850 64%
Couple, Two Children 16,250 27,982 -11,732 58%
NEW BRUNSWICK
Single Employable 3,331 14,107 -10,776 24%
Disabled Person 6,698 14,107 -7,409 47%
Single Parent, One Child 11,258 19,123 -7,865 59%
Couple, Two Children 13,359 27,982 -14,623 48%
QUEBEC
Single Employable 6,199 16,061 -9,862 39%
Disabled Person 8,503 16,061 -7,558 53%
Single Parent, One Child 13,079 21,769 -8,690 60%
Couple, Two Children 16,104 31,862 -15,758 51%




-25.-

TABLE 3
AD ACY OF BENEFITS, 1996
Total Poverty Poverty Total Welfare
Income Line Gap Income as % of
Poverty Line
ONTARIO
Single Employable 6,809 16,061 -9,252 42%
Disabled Person 11,759 16,061 -4,302 73%
Single Parent, One Child 13,676 21,769 -8,093 63%
Couple, Two Children 18,076 31,862 -13,786 57%
MANITOBA
Single Employable 6,269 16,061 -9,792 39%
Disabled Person 8,227 16,061 -7,834 51%
Single Parent, One Child 11,331 21,769 -10,438 52%
Couple, Two Children 17,921 31,862 -13,941 56%
A TCHEWAN
Single Employable 5,959 14,107 -8,148 42%
Disabled Person 8,755 14,107 -5,352 62%
Single Parent, One Child 12,091 19,123 -7,032 63%
Couple, Two Children 17,451 27,982 -10,531 62%
ALBERTA
Single Employable 4,927 16,061 -11,134 31%
Disabled Person 6,789 16,061 -9,272 42%
Single Parent, One Child 10,793 21,769 -10,976 50%
Couple, Two Children 17,367 31,862 -14,495 55%
BRITI L 1A
Single Employable 6,332 16,061 -9,729 39%
Disabled Person 9,592 16,061 -6,469 60%
Single Parent, One Child 13,700 21,769 -8,069 63%
Couple, Two Children 17,906 31,862 -13,956 56%
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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 1996 estimates by the National Council of Welfare based on data collected
by Statistics Canada in the Survey of Consumer Finances for 1995. 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, Prince Edward Island and Saskatchewan. 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 11 percent to 31 percent of the average income received by single
people under 65. The disabled person on welfare got 26 to 45 percent of the average. Single-parent
families had 41 to 61 percent of average incomes, but it is worth noting that average incomes for
single-parent families in general remain far below average incomes for couples with children. The
two-parent family on welfare had between 25 and 33 percent of average incomes.
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TABLE 4

WELFARE INCOMES AS PERCENTAGE OF AVERAGE INCOMES,
BY FAMILY TYPE

PROVINCE, 1996

Welfare Estimated Welfare Income as
Income Average % of Estimated
Income Average Income
EWF AND
Single Employable 2,701 23,509 11%
Disabled Person 8,546 23,509 36%
Single Parent, One Child IS T —
Couple, Two Children 14,834 48,329 31%
PRINCE E ISLAND
Single Employable 5,451 22,016 25%
Disabled Person 9,295 22,016 42%
Single Parent, One Child T S T —
Couple, Two Children 17,521 53,802 33%
NOVA SCOTIA
Single Employable 6,121 19,631 31%
Disabled Person 8,809 19,631 45%
Single Parent, One Child 12,273 20,110 61%
Couple, Two Children 16,250 55,193 29%
NEW BRUNSWICK
Single Employable 3,331 23,823 14%
Disabled Person 6,698 23,823 28%
Single Parent, One Child 11,258 20,385 55%
Couple, Two Children 13,359 54,026 25%
QUEBEC
Single Employable 6,199 22,919 27%
Disabled Person 8,503 22,919 37%
Single Parent, One Child 13,079 28,019 47%
Couple, Two Children 16,104 58,424 28%
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TABLE 4
WELFARE INCOMES AS PERCENTAGE OF AVERAGE INCOMES,
BY FAMILY TYPE AND PROVINCE, 1996
Welfare Estimated Welfare chome as
Income Average % of Estimated
Income Average Income

ONTARIO
Single Employable 6,809 29,124 23%
Disabled Person 11,759 29,124 40%
Single Parent, One Child 13,676 28,215 48%
Couple, Two Children 18,076 68,943 26%
MANITOBA
Single Employable 6,269 23,331 27%
Disabled Person 8,227 23,331 35%
Single Parent, One Child 11,331 27,892 41%
Couple, Two Children 17,921 57,028 31%
SASKATCHEWAN
Single Employable 5,959 26,332 23%
Disabled Person 8,755 26,332 33%
Single Parent, One Child 12,091 e e
Couple, Two Children 17,451 58,262 30%
ALBERTA
Single Employable 4,927 26,595 19%
Disabled Person 6,789 26,595 26%
Single Parent, One Child 10,793 24,990 43%
Couple, Two Children 17,367 60,169 29%
BRITISH COLUMBIA
Single Employable 6,332 27,064 23%
Disabled Person 9,592 27,064 35%
Single Parent, One Child 13,700 28,733 48%
Couple, Two Children 17,906 66,755 27%
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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 1996 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
1996 dollars to factor out the effects of inflation and to show the real purchasing power of welfare
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 1996 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
1996. The first estimates of welfare incomes in the Northwest Territories were done for 1993, so
the table shows comparisons only since that time.

From 1995 to 1996, most welfare recipients in Canada saw further erosion of their already
precarious financial well-being. The cost of living went up by 1.6 percent, and welfare benefits were
frozen or even decreased in most jurisdictions. Whenever the change from 1995 to 1996 appears as
-1.6 percent in Table 5, the rates were frozen and people lost 1.6 percent of their purchasing power
to inflation.

Between 1995 and 1996, benefits increased in only five cases. In Prince Edward Island,
incomes for disabled people rose by 1.2 percent; in Nova Scotia, rates for couples with two children
rose 7.3 percent; in Quebec, rates for disabled people rose by 0.6 percent, and rates for single parents
rose by 0.6 percent; in the Northwest Territories, rates for disabled people rose by 0.2 percent.
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The 1996 Newfoundland budget made the lower room and board rate the rule for all single
employable people, creating the largest single drop in annual welfare incomes - 43.1 percent.

The next largest drops in annual welfare incomes affected Ontario single employable people,
single-parent families, and families with children. Welfare rates for all recipients except the aged
and the disabled in Ontario were cut by 21.6 percent as of October 1995.

Since we calculate welfare incomes using a calendar year, our 1995 calculations for Ontario
showed only three months at the lower rates. This meant that the net decrease between 1994 and
1995 was less than eight percent. In 1996, the lower rates were in effect for the full year, resulting
in net decreases of nearly 18 percent between 1995 and 1996. Between 1994 and 1996, the drop in
income was nearly 24 percent.

The far-right column in Table 5 shows that, between 1986 and 1996, about one-third of the
welfare households covered in this report saw improvements in their purchasing power while two-
thirds saw their financial situation deteriorate. The most significant losses occurred in
Newfoundland (for single people), Prince Edward Island, Saskatchewan and Alberta. Significant
gains were recorded in Quebec (for single people), British Columbia and Yukon.

Changes in welfare rates over time are not necessarily gradual and progressive. For example,
Ontario’s rates improved significantly between 1986 and the early nineties as a result of reforms
which occurred during that period. Since 1993, however, incomes in Ontario have been decreasing.
After adjusting for inflation, 1996 income for all family types in Ontario were lower than they were
in 1986, except for disabled recipients.

Over the same 11 years, the biggest losers were single employable people in Newfoundland
and Alberta, whose purchasing power dropped by 45.6 percent and 42.5 percent respectively.



%99 %9°0- [1L01 SLLOI I¥C0l C636 8986 9¥S6 8v96 L0S6G SPOOI  USIPIYD OMT 3[dno) |
%1€ %90~ €456 8796 1LI‘6 6188 P6L'8 1TLS 068 S90°6 98T°6  PIMD SUQ udred S[3ulS
%v'0-  €8V°9 I1S9 6TS9 TEE'8 L8E8  69€'8  1€9°8  19L°8 uos1od pafqesiq
%€’ 1 %y0-  TEI'C  9pI‘c  861°C TBI‘E 8TTE TITEC 96T°C E£vEE  T60E s[qefojdwry o[3urg
SIDTAASNNIIT MAN
%0t %E"L T09°€l  TL9TI €€6TI IL6TL SIIEl LEIET 609°€l OETHI 9LOEl  UdIPYD om[, ‘o[dno)
%8°C- %9°1- 09501 6TL01 €T6°0T €8L°01 086°01 896°01 #IIIT 98I°T1 €98°01 PHYD SUQ ‘Juared SUIS
%9'1- 8958  SOL'8 0988 9£L8 9688 6006 €SI6  €0T6 uosIod pafqesia
%9°S- %E1-  TI6S 866°S TTI9 OPI'9 TST9 IPE9  9L9°9 1669 €LT9 s|qefojduy s[3uIg
‘ VILOOS VAON
%L €1~ %L'L-  €L8PI LIIOT TSL9T OCILT S9TLI 6E0°LT 19691 8¥6°9T O0PT'LI  ULIP[IYD om], ‘d[dno)
%61~ %9~  TYCOl €ELOL TOTIL v6v° 1T +9S‘TT PLETT SLVIT 6LETI SOLTT PIYD dUQ “yuared 3[3ulg
%T'1 8¥0°6 6£6°8 €876 O0I¥'6 €6v'6 0LE6 LIS6 9096 uosIad pajqesiq
%S 8€- %y'8  SYL'S  STL'S STHFL vLT'8 9€€8  0IT8  €TT8  ¥ST8  S€S°8 s[qeAorduwry a[3uIs
AONVISTI @IVAA T ADNIId
%9°8- %9°'1-  981°CTI I8ETI LE9TI €L9TI +ESTI 96STI 0€0°CT 8YO'El LTEEl  UdIp[yD om] ‘dofdno)
%L T %9°1-  T9TIL THYIL 6L9°IT TIL'IL 6S8TI1 O08E 1T 89TI1 6LT'IT 1TST1 PINYD SuQ ‘Juared o[3ulg
%9'1-  OI€S €hv'8 LI9S TH9'8 19L°8 T9S'8 6£88 ST6°S u0s1od pafqesiq
__ %9°SH- %I'Er- TOST S6EV 98KV  66Vv  SSSh  SEEh  80VY  Otvyr  S6SY s|qefojdury s3urs
ANV IANNOIMAN

wwmmwwm wmmwﬁwmm 9661  S661 661 €661  T661 1661 0661 6861 9861

SAVTIOU LNVLSNOD 9661 NI SLISANAE HAVATIM TVIIOLINYAL ANV 'TVIONIAOYd

A1dV.L




%0°11- %9°1- €081 OPOST SPEST €€E€ST 6VSSI 6LTSI €16ST LLEIT LTI UIP[IYD OM [, "9[dno)
%y Cl- %9°1- 18€°01 8¥SOL S9L°01 96L°01 61601 €€0°I1 SLYIT €08TI €S8°T1 PIMD dUQ uared S[3ug
%L1 0S8  TI¥'8 9858 1198 698 #9L8 STI6 LIY6 uosIsd pa[qestq
%L 0" %9°1- 09L'S  TS8'S  EL6S  066°C TE9'S LLV'S TSYS 6LL'S LLL'S sjqeojduiy o[3uwg
NVATHDLVIISVS
% S- %P 01- €LT°ST THO'LT SOY'LL STILL 88L8T SETBI 0STSL 0S691 €SI°91 uaIp[Iy) omJ, ‘ajdno)
%96~ %9°1- 9696 06L6 €666  S80°0T #TI1 IPIOT STEOL +bH 0T 199°01 PIMD SUQ Iuared 3UlS
%9°1- L66°L STI'8 €6T'8 89€8 ¥6T6  0SS’L 989°L T8LL uosIad pajqesid
%0°CI- %S L- 0L0°9 7959 L899 €6I°L €IEL 6SI'L SSTL LSIL 1069 sjqeojdury o[3uwig
VAOIINVIA
%S0~ %9'LI-  8THST 9IL'8I 98T°0T €8Y°0CT OFSOT 180°0C LEL'6T LT69I SOSSI uaIp[y) oM, ‘ofdno)
%l %6 LI-  OV6TT SESHI LS9'ST €99°S1 169°ST P6EST THO'ST EIH'El 9SH'TI  PIMD SUQ Juared S[3uls
%9°1- 99F°TT 0S9'TT 068°TT 86811 696°T1 09LTT 0TSIT 16L°01 uosiad pa[qesi(
%L S %6°L1-  ¥85°9 ¥T08 €98  8€9°8 6998 ILE® 9918 YLVL SS6°9 sjqeAoduwry o[3uIg
/ OVINO
%S V- %9°1- YZSEl IVL'El bTOP1 LTTYD 0T8'El ISEET 986°TT 19T°€l +SIV1 waIp[IY) om], ‘9fdno)
%S %91~ 8TSIT €ILTT SS6T1 SILTT O0STIL L686 87801 #SIOI 1S6°01 PIUD UQ udred [3ulS
%90 8978 LIT'8 L8E'® T9T® L9T'8 TIO'S 008L €ISL uosIsg pajqesiq
%V 8 %9°1- 0009 960°9 TTT9 S9£9 8YE9 9SI‘9 SE€6'S 6LIY  ¥STE sjqedojdury 9j3uIg

CELECINT

MMMM%%H NMMMH%M 9661  S661  ¥661 €661  T661 1661 0661 6861 9861




%l'C 96SCC 6L0°€C 9SSET LSS ET USIp[IYD) 0M [, "3[¢no)y

%0°C-  PLO61 ILV'61 €L861 1€6°61 PIYD SUQ QudIed 9[Sulg
%20 620°CT  600°CT 8LTET 9IEEl uosiad pa[qesi
%CT-  6TTTL S8PIT TTLTIT 9SLTT s|qefojdurg 9[3uls
SATAOIITYATL ISTMHIION
%0°€ %91~ S9L°61 180°0C 96V°0C 9SS0T 1€6°0T OVLOT +9L0T 16807 L6161  ULIP[IYD om] “ofdno)
%9t %9'1-  TITEl TTEEl L6S'ET 9€9°Cl 988°Cl 9L8°Cl OI0VI 9I6°Cl 6ZSTI PIYD dUQ uared J[3uIS
%9'1-  S6£6 SPS'6 8506 ¥80°6  0ST6 8LT6 SLV'6  81F6 uosiod pa[qesiq
%C €1 %9'T-  S68°L I1T0°8 L8I‘8 IIT8 19€‘8 9LES  STS'S  61¥8  LL6D o[qefojdwry 9j3ulg
NOJMNX
%9°S %9 1-  8STST TOS'ST 1ILL'ST +TEST 8€TSI S8THI 6£9VI O0ESVI €pvpl  USIPIYD oM, “9[dno)
%1€l %9 1-  ¥96°I1 SSITI L9ETT ¥80TI +HOTI PISTIT €9L°T1 €E€9IT +LSOI PIYD SUQ “uared o[Sulg
%9 1-  LEE6  98Y'6 6V9°6 OvY6 6LE6  9L6S 8616 L88S uosiad pa[qesid
%t %l'6- €19  €PL°9 098°9 10L9 089°9 9Lb9 8859 Ovb9  1L8°S s[qefojdury a[Surg
VITANTOD BSIIA
%¢ 81~ %91~  TTOPT 9S8FT LOO'ST 90091 <TTI°91 S8SOT 090°ST LLLST S68°L1  usip[y) om[ ‘opdno)
%9°€T- %9 1-  T6L°6  6£E€6  TES6  1LTOI 00L°01 SILOT TTTOL 8OLO1 9£0°TI PIMYD SUQ uareq S[3uIS
%9'T- 8859 €690 1189 SP89 €S0°L T60L THLO  €90°L uosIad pajqesiq
%S Th- %91~  8TLY ¥08FY €06F 8T9S €L6°S  TT6'S ISKS  LILS  0TT‘S s[qefordwy o3uIg
VIgIqaiv

wmmmwm\“ wmﬂmwmm\“ 9661  S661  ¥661 €661  T66I 1661 0661 6861 9861

SAVTIOA INVLSNOD 9661 NI SLITINAT TAVATIM TVIIOLTIAL ANV TVIONIAOYUd

SHIdVL




-34-

Adequacy of Welfare Incomes Over Time

In the years in which the National Council of Welfare has been examining welfare rates,
provincial and territorial governments have frequently made changes to their welfare programs.
Table 6 examines the impact these changes had on the adequacy of welfare incomes in the period
from 1986 to 1996. We have used the total income of welfare recipients, including assistance from
provincial governments, the federal Child Tax Benefit, provincial child benefits, GST credits and
provincial tax credits. For each year, the incomes are shown as a percentage of the poverty line. This
ensures that the comparisons take into consideration factors such as the size of families and

communities. This also allows us to make comparisons across provinces.

Neither of the tetritories is included in this table because they are specifically excluded from
the survey used to generate the low income cut-offs. 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 figures for disabled people begin in 1989.

The next to last column shows that between 1995 and 1996, the standard of living for people
on welfare improved in only three cases. Incomes for disabled people in Prince Edward Island rose
0.5 percent, but remained at 67 percent of the poverty line when the figures were rounded off. In
Nova Scotia, the two-parent family’s income rose 3.1 percent. In Saskatchewan, the disabled
person’s income rose 1.1 percent. All the other welfare households got even poorer.

The far right column shows that between 1986 and 1996, two-thirds of the welfare
households sank deeper into poverty. In Prince Edward Island, the income of a single employable
person dropped by over 22 percent. In Alberta, the same person lost over 20 percent.

Between 1995 and 1996, the most serious losses were in Newfoundland and Ontario. In
Newfoundland, the living standard of single employable people dropped 13.9 percent from 33
percent of the poverty line in 1995 to 19 percent of the line in 1996, when the Newfoundland
government made room and board accommodation the rule for all single employables. In Ontario,
the living standard of two-parent families with children dropped over ten percent to 57 percent of
the poverty line. The incomes of single-parent families in Ontario dropped 12 percent to 63 percent
of the poverty line. Cuts and freezes to welfare rates in Ontario brought welfare incomes below what
they were in 1986.
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At no point between 1986 and 1996 did any province provide welfare benefits which allowed
welfare recipients to reach the poverty line. As Table 6 shows, the highest rates ever achieved were
still substantially below the poverty line. In 1989, Prince Edward Island provided benefits for
couples with children which reached 78 percent of the poverty line. In 1992, 1993 and 1994, Ontario
provided welfare incomes to single parents which reached 80 percent of the poverty line. In both
cases, incomes have since deteriorated significantly.

Table 6 also illustrates the disparity in incomes between the different types of families in
need of assistance. The poorest of all welfare recipients in Canada are always single employable
people. Welfare rates for other categories of recipients are never lower than those of this group.

The adequacy of incomes for people with disabilities has remained relatively stable in
comparison to the incomes to other welfare recipients. During recent welfare reforms, provinces
frequently exempted people with disabilities from cuts to benefits. The value of the incomes ranged
from a high of 77 percent of the poverty line in Prince Edward Island in 1989, where the incomes
for people with disabilities dropped to 67 percent of the poverty line in 1996. The least adequate
assistance for disabled people was in Alberta in 1996, where incomes reached only 42 percent of the
poverty line. It should be noted that in Alberta, people with severe and permanent disabilities are
eligible for further assistance through the Assured Income for the Severely Handicapped program.

The maximum welfare income a single parent received was 80 percent of the poverty line
in Ontario in 1992, 1993 and 1994. A single parent with one child received an income worth only
50 percent of the poverty line in Manitoba in 1989, or in Alberta in 1995 and 1996.

The lowest welfare income in Canada for a couple with two children on welfare was 44
percent of the poverty line for families in New Brunswick in 1989 and 1990. The highest income
for families on welfare was 78 percent of the poverty line in Prince Edward Island in 1989.
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As the graphs on the next page illustrate, there is wide variation in the adequacy of welfare
incomes even within regions. Among the five eastern provinces, the most consistently low welfare
incomes for single employable people were in New Brunswick. Single employable people on
welfare in New Brunswick received grossly inadequate assistance ranging from a low of 22 percent
of the poverty line in 1986 to 25 percent of the poverty line in 1991. In 1996, the Newfoundland
government imposed a severe cut to the welfare rates of single employables, bringing those incomes
to 19 percent of the poverty line.

The highest welfare income in Canada for single employable people was 66 percent of the
poverty line in Prince Edward Island in 1989. By 1996, welfare incomes in P.E.I. had deteriorated
to 40 percent of the poverty line. In Quebec, welfare incomes reached 48 percent of the poverty line
in 1990, but eroded to 40 percent by 1996. Nova Scotia’s incomes dropped to only 43 percent of
the poverty line. By 1996, the income of a single employable person in Newfoundland - 19 percent
of the poverty line - was worse than that in New Brunswick.

Changes in the welfare incomes in the five western provinces also differed significantly.
Manitoba’s incomes dropped from a high of 47 percent in 1992 and 1993, to only 39 percent in
1996. Saskatchewan’s incomes rose and fell slowly throughout the period, arriving at 42 percent
by 1996. British Columbia incomes remained constant but low.

In Ontario, changes in the welfare system brought incomes from 43 percent of the poverty
line in 1986 to a peak of 55 percent in the early 1990s. By 1996, Ontario’s support for single
employable people had dropped to its least adequate ever: 42 percent of the poverty line. In Alberta,
incomes dropped from a high of 51 percent in 1986 to 31 percent in 1996.

Welfare incomes in all the provinces are grossly inadequate. Yet instead of improving the
living standards of people on welfare, the provinces have imposed freezes and cuts to welfare rates,
gravitating to the lowest standards. The National Council of Welfare is extremely concerned about
this trend. Incomes which provide adequate standards of living covering the cost of the necessities
of life must be a goal of welfare programs.
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Earnings Exemptions

The figures in the tables above do not take into account the fact that welfare 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 7. 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 when declaring their earnings for welfare purposes. 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.

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

No one would disagree that sensible earnings exemptions policies offer genuine incentives
for people on welfare to improve their financial situation by taking a job. But earnings exemptions,
no matter how generous, are no substitute for adequate welfare rates. It is disheartening to note that
Canada’s two largest provinces have opted for higher earnings exemptions instead of increases in
welfare benefit levels.

As part of its welfare reforms of 1989, Quebec introduced the concept of “threshold of
recognized needs” based on a Statistics Canada study of the cost of living of the lowest ten percent
of working households in Canada. Quebec welfare rates are set as different proportions of this
threshold, based on the recipient household’s classification. The amount of monthly earnings that
may be exempted is equal to the difference between the threshold of recognized needs and the
benefit level payable to the household. Employable people, including single parents with children
of school age, have to find work to get the same total income. Finding a decent job is hard enough
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today with high unemployment in the province. But for people on welfare, there is the added barrier
of insufficient training and, for single mothers, a shortage of quality affordable day care.

Ontario changed its earnings exemption policies in the fall of 1995 following the 21.6 percent
reduction in welfare benefits for all recipients except the aged and the disabled. The Minister of
Community and Social Services promised that recipients whose benefits had been cut could make
up the amount lost by working, and earnings exemption ceilings were raised in October 1995.
However, opposition parties and welfare advocacy groups were quick to show that the new policy
did not in fact allow large families to make up any losses due to the cuts. Because of public
pressure, the government of Ontario refined its policy and increased the size of the exemption
according to the size of the family. To its credit, Ontario also compensated welfare families for any
income they had lost because of the original policy change.

The National Council of Welfare feels that it is fair to require some effort on the recipient’s
part towards self-sufficiency wherever possible. Job search and training requirements have always
been a condition of eligibility for employable welfare applicants. But we also feel that welfare rates
should be based on the cost of a reasonable basket of goods and that recipient households should
receive the full amount. Paying decent welfare rates and improving incentives /‘o work by increasing

earnings exemptions is sound social policy; cutting benefits is not.

The amounts shown in Table 7 are the earnings exemption levels which were in effect in
January 1996. There were no significant changes in earnings exemption policies after that, except
in Manitoba and Yukon. These will be reflected in next year’s report.
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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 welfare recipients have actually seen their
incomes decline in recent years due to cuts and freezes in welfare programs, and the situation is
likely to deteriorate further as all levels of government continue to 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 1995 report on the proposed new Canada Health and Social Transfer

entitled The 1995 Budget and Block Funding. Our 1997 report Another Look at Welfare Reform
again raises our concerns about the fairness and adequacy of the welfare system.

Under the Canada Health and Social Transfer, the federal government reduced its
contribution to medicare, post-secondary education, welfare and social programs by more than $7
billion in fiscal years 1996-97 and 1997-98. Cuts in federal support for welfare and social services
have had a devastating effect on provincial and territorial programs.

In Another Look at Welfare Reform, the National Council of Welfare recommends that the
federal, provincial and territorial governments agree to a totally new package of financial agreements
for social programs with the following four features:

@ the abolition of the Canada Health and Social Transfer at the earliest possible date;

® four new “cash only” deals to allow the federal government to defray the costs of

medicare, post-secondary education, welfare and social services;
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® legislation to prevent the federal government from making arbitrary and unilateral changes
in any of the four cash-only deals; and

® firm guarantees by provincial and territorial governments to respect minimum national
standards for welfare.

The National Council of Welfare also recommends that welfare rates be high enough to cover
the cost of necessities of life. Welfare rates that amount to a small fraction of the poverty line do
not allow people the goods and services essential to a household. Arbitrary cuts and freezes to
welfare rates erode both the standard of living of welfare recipients, and the fairness of the welfare
system as a whole. Provincial and territorial governments could establish fair welfare rates by

developing a list of essential goods and services and determining their cost in local markets.

Guarantees of fairness and adequacy in the welfare system are the only protection against
further deterioration of the living conditions of the children, women and men on welfare. Without
such protections in place, the National Council of Welfare is extremely concerned that the poorest
of the poor will be irrevocably cut off from the mainstream of Canadian life.
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APPENDIX

ESTIMATED NUMBER OF PEOPLE ON WELFARE
BYP INCE AND TERRITORY

Province or Territory March31,1995 | March31,1996 | ercaseor
Newfoundland 71,300 72,000 1.0%
Prince Edward Island 12,400 11,700 -5.6%
Nova Scotia 104,000 103,100 -0.9%
New Brunswick 67,400 67,100 -0.4%
Quebec 802,200 813,200 1.4%
Ontario 1,344,600 1,214,600 -9.7%
Manitoba 85,200 85,800 0.7%
Saskatchewan 82,200 80,600 -1.9%
Alberta 113,200 105,600 -6.7%
British Columbia 374,300 369,900 -1.2%
Yukon 2,100 1,700 -19.0%
Northwest Territories 12,000 11,800 -1.7%
CANADA 3,070,900 2,937,100 -4.4%

Source: Social Program Information and Analysis Division,

Social Policy Directorate,
Human Resources Development Canada
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