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FOREWORD

Welfare Incomes is a regular report on the welfare rates in each province and territory in
Canada. This report estimates welfare incomes for 1997 and 1998 for four types of households: a
single employable person, a single person with a disability, a single-parent family with a two-year-
old child, and a two-parent family with two children aged ten and 15. The National Council of
Welfare has published similar estimates since 1986.

The National Council of Welfare is grateful to the officials of provincial and territorial
governments who took 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 Quantitative and Information
Analysis Division of the Social Policy Directorate at Human Resources Development Canada.

In all the years the Council has tracked welfare incomes, we have found that incomes in all
parts of Canada fall well below the poverty line and represent a tiny fraction of average incomes. The
fact that welfare programs continue to keep recipients - including children - in such deep poverty is
deeply disappointing. In 1989, the House of Commons passed a unanimous resolution calling for
the end of child poverty by 2000. At the First Ministers’ meeting in June 1996, the Prime Minister
and the premiers stated that they would make child poverty their priority. The Throne Speech of
October 1999 made even more statements about the federal government’s intentions to create a

national plan to provide supports to families.

Despite these promises, people on welfare have seen cuts in their welfare rates almost
everywhere. Families with children on welfare have not been spared this suffering. Nor did many
welfare families benefit from the Canada Child Tax Benefit launched on July 1, 1998. Most
provincial and territorial governments clawed back the increase in federal funds from families with
children on welfare and spent the money on other programs for children. Only two provinces,
Newfoundland and New Brunswick, allowed families with children on welfare to keep the money

.y

and use it to improve their living conditions.

Welfare Incomes 1997 and 1998 shows for the first time the perverse impact of the clawback

as of July 1998. The clawback has effectively frozen welfare incomes and dampened prospects for
increases in the future. It has also made it possible for the provinces and territories to evade their

responsibilities to the poorest of the poor.




What is Welfare?

Social assistance or welfare is the income program of last resort in Canada. It provides
money 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, the Canada Health and Social Transfer (CHST) replaced
CAP. Under the CHST, the federal government reduced its transfer payments to the provinces and
territories for health, education and social services. As of July 1, 1998, the Canada Child Tax Benefit
has covered some of the cost of welfare for families with children.

Although people talk about welfare as a single entity, there are really 12 welfare systems in
Canada: one in each province and territory. Despite the fact that each of the 12 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 of other income recipients
are allowed to keep, and the way in which applicants and recipients may question decisions

regarding their cases.

A thirteenth welfare system was created when Nunavut Territory was established in April

1999. Future editions of Welfare Incomes will show the same information about this new welfare

system.

Eligibility

Eligibility for welfare is based on 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 qualify for assistance in some provinces and
territories only if they meet stringent conditions. In other provinces and territories, students cannot
apply for assistance without leaving their studies. Single parents must try to secure any court-ordered
maintenance support to which they are entitled. People who are disabled require medical certification
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of their conditions. Strikers are not eligible in most jurisdictions. Immigrants must try to obtain
financial assistance from their sponsors.

Once applicants meet the administrative conditions, they go through a “needs test.” The
welfare department compares the budgetary needs of an applicant and any dependants 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 the welfare department considers acceptable,
for example, food, shelter, household, personal needs and special needs.

First, the needs test examines applicants’ fixed and liquid assets. In most provinces and
territories, fixed assets such as a principal residence, furniture and clothing are considered exempt.
Most provinces and territories 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-exempt liquid assets for their ongoing needs before qualifying for welfare.

The limits on liquid assets (that is, cash, bonds and securities that are readily convertible to
cash, and the cash value of life insurance in some provinces and territories) appear in Table 1. 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 that were in effect in
January 1998.
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After welfare departments examine the fixed and liquid assets of welfare applicants, they
identify all the sources of income for that household. Some types of income, such as the basic federal
Child Tax Benefit (but not the supplement) and the federal GST credit, are normally considered
exempt in the determination of eligibility for welfare. Welfare departments consider that income
from other sources such as employment, pensions and unemployment insurance is fully or partially
available for support of the household.

In most provinces and territories, welfare departments consider the supplement to the Canada
Child Tax Benefit to be income that is deducted 100 percent from the family welfare cheque. Some
provinces have reduced the amount of welfare they provide to families with children instead of
treating the federal benefit as income. Only Newfoundland and New Brunswick allow families with
children that are on welfare to keep the supplement to the Canada Child Tax Benefit.

Finally, welfare departments subtract all non-exempt income from the total needs of the
household. Applicants qualify for welfare if their household’s needs are greater than the household’s
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 with the provinces and
territories 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 has 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.
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Applicants and recipients may be eligible for extra assistance in most provinces and
territories if they have special needs such as medication, prosthetic devices, technical aids and
equipment, special clothing or dental care. Welfare departments provide cash or “in kind” support
in the form of vouchers, goods or services.

Sometimes applicants require assistance only for a special needs item such as medication but
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.

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.

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 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 1997 and 1998. The
1997 information is in Table 2 - 1997 and the 1998 welfare incomes are in Table 2 - 1998. The
incomes shown are for the basic needs of four houséhold types: a single employable person, a single
disabled person, a single-parent family with a two-year-old child and a two-parent family with two
children ten and 15 years of age. When we calculated the welfare incomes, we assumed that each
of the households went on welfare on January 1, 1997, and January 1, 1998, respectively, 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. Welfare is a highly individualized program of
income support, so every applicant could be eligible for a different amount of financial assistance
because of the circumstances in his or her household.
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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 if an employable recipient refuses a reasonable job
offer, or quits a job without just cause. In Quebec, the welfare department sometimes considers the
financial support of young people to be the responsibility of their parents. In those cases, Quebec

will reduce the assistance rate and demand a contribution from the parents of the welfare recipient.

These figures are also minimum 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 or the cost

of searching for a job.

Basic Social Assistance

The column called basic social assistance shows the basic welfare that eligible households
are entitled to have. Basic assistance generally includes an amount for food, clothing, shelter,
utilities, personal and household needs. The figures in the basic social assistance column also reflect
the reduction in assistance caused by the clawback of the supplement to Canada Child Tax Benefit
that began in July 1998.

To ensure to the greatest extent possible the comparability of the data, we made a number
of assumptions in calculating basic assistance. These assumptions concerning recipient households
include where people lived, the ages of the children, the employability of the household head, the
type of housing and the case history. -

A. Residence

The rates of social assistance shown for each province or territory are for the largest

municipal area. This is because maximum shelter allowances vary by region in many jurisdictions.
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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).
Some provinces and territories offer supplements 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 old and the children in the two-parent family are ten and
15 years old. This is because some provinces and territories vary a family’s entitlement with the age
of each child in the household.

C. Employability of the Household Head

In Table 2, we assigned short-term rates of assistance (which are generally lower than long-
term rates) 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 and territory.

In April 1997, British Columbia created a “special needs” category for people on welfare
who were unable to work. People who were receiving welfare under the earlier “unemployable”
category were re-assessed. If they did not meet the new, more stringent criteria, the province reduced
their welfare cheques. During the re-assessment period, welfare recipients were allowed to keep the
older and higher welfare rate for people designated unemployable. After protests by advocacy
groups, the province replaced the special needs category with a disability benefits category with two
levels in June 1998. A single person assessed as Disability Benefits Level 1 received $175 a month
less than the previous unemployable category provided. A person with a more severe disability who
was classified as Disability Benefits Level 2 received the same rate as the earlier unemployable
category. People who were not reassessed in 1997 and 1998 were allowed to keep their old
unemployable rate. |
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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 they did not share their
accommodation. All provinces and territories reduce welfare entitlements when recipient households

live in subsidized housing or share their housing.

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

to the shelter rates. We used maximum shelter rates in all jurisdictions.

One notable change occurred in the Northwest Territories. Until 1997, there were no
maximum rates for shelter. The welfare department covered the cost of actual rents, and these varied
widely in the North. As of January 1, 1997, the Northwest Territories created a new welfare program
with maximum rents of $450 a month for the single employable and single disabled people,
$1,100 for the single parent with one child, and $1,300 for the couple with two children. The
Northwest Territories covers the actual cost of utilities, but the territorial government did not provide
the National Council of Welfare with the typical amounts paid. The figures for basic assistance in
1997 and 1998 are therefore much lower than those for previous years.

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, 1997, and January 1, 1998, and remained on

assistance until the last day of each calendar year.

We calculated basic social assistance 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
within each year. We also assumed that welfare households did not have any income from paid work

during the time they were on assistance.
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Special Assistance

Welfare departments provide two kinds of assistance for special needs. Some supplementary
allowances are paid automatically to recipients in certain groups, such as people with disabilities or
parents with school-age children. These are the amounts that appear in the second column in Table 2.
Examples of this type of special assistance include extra assistance for people with disabilities,
money for school expenses, winter clothing allowances and Christmas allowances. The footnotes
explain the special assistance in each jurisdiction.

Welfare departments also provide a second kind of assistance for one-time special needs,
including items such as funeral expenses, moving costs or emergency home repairs. We have not
included this type of special assistance in this report because the special needs are established on a
case-by-case basis by individual welfare workers. In some cases, approval is required from an
administrator, director or designated professional such as a doctor.

We have incorporated special assistance in Column 2 of Table 2 only when welfare
departments would automatically provide it to certain recipients. If the welfare recipient has to
provide special reasons to qualify for this assistance, our calculations exclude it.

Child Tax Benefit

The child tax benefit system changed radically in recent years. Successive federal
governments have moved to “target” their financial support to families at the lower end of the
income spectrum. The federal child tax benefit column shows the basic Child Tax Benefit for 1997
and the first six months of 1998. For the last six months of 1998, the column shows the basic Canada
Child Tax Benefit and the supplement.

In 1997, the federal government paid a basic annual benefit of $1,020 for each child under
age 18 in most parts of Canada. Quebec and Alberta asked the federal government for different
calculations of the basic benefits. In Quebec, payments vary according to the ages and number of
children in each the family. In Alberta, payments vary according to the ages of the children. In all
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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 considered the Child Tax Benefit exempt
income when they calculated welfare benefits, Saskatchewan deducted the valye 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 - 1997, we reduced the rates of assistance in the
basic social assistance column for the two households with children in Saskatchewan by $34.88 a
month for each child. In Table 2 - 1998, we reduced the basic social assistance figures by
$34.88 monthly for January to June 1998 only. Saskatchewan’s administration of welfare for

families with children changed when the Canada Child Tax Benefit was introduced.

As of July 1, 1998, the federal government provided all families with incomes under $20,921
with a supplement to the Canada Child Tax Benefit. If a family had one child, the supplement was
$605 a year or $50.41 a month. F amilies with two children received a supplement of $1,010 a year
or $84.16 a month,

Only those families on welfare who lived in Newfoundland and New Brunswick saw an
increase in their incomes because of the supplement to the Canada Child Tax Benefit. The other
provinces and territories clawed the money back in different ways. In Prince Edward Island,
Nova Scotia, Ontario, Manitoba, British Columbia, Yukon and the Northwest Territories, the welfare
departments consider the supplement to be non-exempt income that triggers a cut in the families’
welfare cheques. In Quebec, Saskatchewan and Alberta, the provincial governments have actually
cut welfare benefits by the amount of the supplement to the Child Tax Benefit, In our calculations,
we have shown the basic Canada Child Tax Benefit and the supplement under the column called
Federal Child Tax Benefit and we have shown the deductions in the column for social assistance.

.

As a result of the clawback, the already complex system of welfare programs has become
€ven more complicated. With all the new rules and variations in welfare across the country, it is now
almost impossible for welfare recipients to be sure that they are receiving all the benefits to which

they are entitled.

The National Council of Welfare is very concerned by the fact that the clawbacks under the
Canada Child Tax Benefit discriminate against families on welfare. Our 1998 report, Child Benefits:
Kids Are Still Hungry, estimated that only 36 percent of poor families with children would benefit

U e 2 g e g




-14 -

from the Canada Child Tax Benefit. Fifty-nine percent of two-parent poor families but only
17 percent of poor single-parent families would be allowed to keep the benefit. As women head most
single-parent families, we believe that this constitutes discrimination on the basis of gender.

Provincial and Territorial Child Benefits

In October 1997, New Brunswick introduced a provincial Child Tax Benefit worth $21 a
child each month, retroactive to April 1997.

Nova Scotia uses the money it claws back from the supplement to the Canada Child Tax
Benefit to support the Nova Scotia Child Benefit for all families with net annual incomes below
$16,000. Beginning in July 1998, families receive $250 a year for their first child, $168 for the
second child and $136 for the third child.

Quebec provides a family allowance over and above the federal Child Tax Benefit. Until
August 1997, Quebec also paid a special allowance to families worth $9.77 a month for the first
child under six. Beginning September 1997, Quebec provided a single-parent supplement. In
September 1997, Quebec completely revised and raised its family allowances.

Quebec also provides an eamings 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.

Saskatchewan’s Family Income Plan offers low-income families with children upto $105a
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
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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.

Northwest Territories uses the money it claws back from the supplement to the Canada Child
Tax Benefit to support the N.-W.T. Child Benefit for all families with net annual incomes below
$20,921. Beginning in July 1998, families receive $330 annually for every child.

GST Credit

The column for federal GST credit shows the federal refundable credit for the Goods and
Services Tax or the federal portion of the Harmonized Sales Tax in the Atlantic provinces. The GST
credit is paid quarterly. The four payments received in 1997 and 1998 were worth a maximum of
$199 annually for each adult or the first child in a single-parent family. For other dependent children,
the total was a maximum of $105 a year for each child.

Single adults, including single parents, also received an income-tested single person’s
supplement to a maximum of $105 in 1997 and 1998 if their 1996 and 1997 incomes were higher
than $6,456.

Prince Edward Island considered the GST credit to be exempt income as of January 1997.
This meant that welfare recipients could keep the entire federal benefit.

Provincial Tax Credits

The tax credits in Column 6 are the provincial government refund of the Harmonized Sales
Tax in Newfoundland, the Sales and Property Tax Credits in Ontario and the Sales Tax Credit in
British Columbia.

As of May 1996, welfare recipients are no longer eligible for the Manitoba Cost of Living
and Property Tax Credits.
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"Adequacy of Benefits

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 1997 and 1998. The results are shown in
Table 3 - 1997 and Table 3 - 1998.

Each year, Statistics Canada 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 $1,307 in 1997 or $1,323 in 1998 were abysmally 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 and territories 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 and territories, 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. How anyone manages to live on
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welfare rates of only nine percent of the poverty line - as a single employable person in

Newfoundland is forced to do - is beyond our comprehension. Rates this low cannot be described

as anything other than punitive and cruel.

Column 1 of the Tables 3 - 1997 and 1998 show welfare incomes for different types of
households in the ten provinces in 1997 and 1998. 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 the next column. The last column 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
both 1997 and 1998. In 1997, rates ranged from nine percent of the poverty line in Newfoundland
to 42 percent of the poverty line in Ontario. In 1998, the range was nine percent in Newfoundland

to 41 percent in Ontario.

In both 1997 and 1998, the lowest benefits for single disabled people were worth 42 percent
of the poverty line in Alberta. In 1997, the highest rate was 72 percent and in 1998, 71 percent of
the poverty line in Ontario.

Welfare incomes for single-parent families ranged from a low of 49 percent in Alberta to a
high of 67 percent in Newfoundland in 1997. In 1998, single-parent families in Alberta lived at
50 percent of the poverty line, while single-parent families in Newfoundland lived at 69 percent of
the line.

For two-parent families with two children, 1997 welfare incomes ranged from 48percent of
the poverty line in Quebec to 64 percent in Prince Edward Island. In 1998, the range was 48 percent

in Quebec to 63 percent in Prince Edward Island.
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TABLE 3-1997

ADEQUACY OF BENEFITS

. S | AP W AT B : R NSEG M N
Dlsabled Person $8,609 $14,335 -$5,726
- = o - -~

Pisabled I;erson $8.809 $14335  -$5.526

Couple Two Chlldren 816,640 $28,434  -$11.794 59%

Smgle Employable | $3,367 $14,335 -$1 0,968 23%

Couplxe, Two Children

$ISS11 $32377  -$16.866 48%
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$12,091 $19,432 $7341 6%

TABLE 3-1997

ADEQUACY OF BENEFITS

AN

$8227  $16.320 -$8.,093 O 50%

$16,880 $32377  -$15. 497

$14335 /—$‘8,86;1

$16,320
$17,437 $32,377 -$14,940 -5«4%...,, ,,

$6.331 $16,320 -$9.989 39%
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TABLE 3-1998

ADEQUACY OF BENEFITS

Couple, Two Children

$15,810

' $19.613
$28,698

$32,678

-$16,868
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TABLE 3-1998

ADEQUACY OF BENEFITS

$8,227

$17,716
$6,330

$13,650

$16,472 -$8.245 50%

s

$32,678  -$15.973 51%

$14,468 -$8.981 38%

$32,678  -$14.962 54%.

$16,472  -$10,142 38%

$22,327 -$8,677 61%
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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 portion of the level of income that most

Canadians would consider normal or reasonable.

Table 4 - 1997 and Table 4 - 1998 compare the welfare incomes of our four typical

households with average incomes for the appropriate household type in each province.

The averages for 1997 are based on data collected by Statistics Canada in the Survey of
Consumer Finances for 1997. The 1998 average incomes are estimates based on the 1997 actual

averages, inflated by the Consumer Price Index.

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.

For both 1997 and 1998, the figures in Table 4 make it clear that welfare incomes are far, far .
below average. In both 1997 and 1998, a single employable person on welfare received from eight
percent to 27 percent of the average income received by single people under 65. In both 1997 and
1998, the disabled person on welfare got 26 to 49 percent of the average. In 1997, single-parent )
families on welfare had incomes worth 35 to 54 percent of average incomes and in 1998, their
incomes were worth 36 percent to 55 percent of average incomes. 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 26 and 36 percent of average incomes in
both 1997 and 1998.
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TABLE 4 - 1997

WELFARE INCOMES AS PERCENTAGE OF AVERAGE INCOMES
BY FAMILY TYPE




i

- 44 -

S

Single Parent, One Child 13,697 28,276 O 48%
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TABLE 4 - 1997

WELFARE INCOMES AS PERCENTAGE OF AVERAGE INCOMES
BY FAMILY TYPE
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TABLE 4 - 1998

WELFARE INCOMES AS PERCENTAGE OF AVERAGE INCOMES
BY FAMILY TYPE

Couple, Two Children 15,810 60,843 26%
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TABLE 4 - 1998

WELFARE INCOMES AS PERCENTAGE OF AVERAGE INCOMES
BY FAMILY TYPE

Incom " 1998
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Single Parent, One Child 11,300 23,124 49%
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Provincial and Territorial Benefits Over Time

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 consist of those benefits shown in Table 2 that are exclusively within provincial
and territorial jurisdiction, in other words, total welfare incomes less 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
1998 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 to 1998 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 to 1998. The National Council
of Welfare first estimated of welfare incomes in the Northwest Territories in 1993, so the table

shows comparisons only since that time.

Most welfare recipients in Canada saw further erosion of their already precarious financial
situation in 1998 and 1999. The cost of living rose by 2.4 percent, and welfare benefits were frozen
or decreased in most jurisdictions. When the change from 1996 to 1998 appears as -2.4 percent, it
means that the welfare rates were frozen and welfare recipients lost 2.4 percent of their purchasing

power to inflation.

Between 1996 and 1998. three of the four New Brunswick family types saw their welfare
incomes increase faster than the cost of living. Single employable people received a small increase
in assistance part-way through 1996, so their welfare rates for 1997 rose very slightly, but did not
keep up with the rising cost of living. By 1998, their welfare incomes had again fallen behind the

cost of living. People with disabilities received slight increases in both 1996 and 1997, so their
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welfare income grew slightly faster than the cost of living. The two families with children benefited
from the New Brunswick Child Tax Benefit.

In Quebec, people with disabilities received a slight increase at the beginning of 1997, so

their incomes rose slightly more than the cost of living.

The 1996 Newfoundland budget made the lower room and board rate the rule for all single
employable people, creating the largest drop in annual welfare incomes, down 56.2 percent from
1996 to 1998, and down 76.2 percent from 1986 to 1998.

The value of welfare for a single employable person in Nova Scotia plummeted 27.1 percent.
When the provincial government took over the administration of the Halifax municipal welfare

system, assistance for shelter costs dropped significantly.

In a situation similar to that in Nova Scotia, when the provincial government in Manitoba
took over the Winnipeg municipal welfare system, single employable people and couples with

children saw the value of their assistance drop by 14 percent and 13.4 percent respectively.

In Saskatchewan, the government once paid fuel costs to a set maximum. Previous issues of

Welfare Incomes calculated rates based on the maximum rate. As of 1993, Saskatchewan began to

pay the actual cost of fuel, and welfare officials provided the actual average fuel cost in each year.
Welfare Incomes reflects this change from 1997 onward. For most welfare recipients, this represents

an increase in benefits.

Rates in Northwest Territories show an enormous drop, but these figures are incomplete. In
1997, Northwest Territories redesigned its welfare system. Where it used to pay the actual cost of
shelter, the territory now pays a fixed amount, but it covers the actual cost of fuel. Welfare officials
in Northwest Territories did not provide the National Council of Welfare with these figures, so the

rates appear much lower.

Over a longer period, the picture is even bleaker. The purchasing power of welfare incomes

fell everywhere in Canada for most of the 1990s.

Many of the welfare rates shown in Table 5 peaked in 1986 or 1989 and fell more or less
steadily since then. In Alberta, for example, provincial benefits as measured in 1998 constant dollars
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plummeted from $8,432 a year in 1986 to $4,806 in 1998, a decline of 43 percent. The peak years

in Prince Edward Island were 1986 and 1989, followed by cuts year after year ever since.

The patterns were substantially different in Quebec, Ontario, Manitoba and British
Columbia. In these provinces, welfare rates peaked in the early to mid-1990s. The end result was the

same, however, as welfare rates became lower and lower by the end of the decade.

In most cases, it was single employable people on welfare who suffered the most. Between
1986 and 1998, welfare benefits for a single employable person in Newfoundland dropped by a
shocking 76.2 percent. The only bright spots were modest increases in British Columbia and Yukon.
A sizeable increase in Quebec resulted from a decision to raise abysmally low rates for single
employable people under 30. Even then, a single employable person in Quebec had to get by on a
mere $5,880 a year in 1998.
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Welfare Incomes and Poverty 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 1998. We have used the total income of welfare recipients, including assistance from
provincial governments, federal and provincial child benefits, GST credits and provincial tax credits.
For each year, the incomes are shown as a percentage of the poverty line. This calculation 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 territories is included in this table because they are specifically excluded from
the Statistics Canada survey that is 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 1996 and 1998, the standard of living for people
on welfare improved in only six cases. In both Newfoundland and New Brunswick, the two families
with children saw their welfare incomes come closer to the poverty line. This is because these two
provinces have allowed all families with children to keep the supplement to the Canada Child Tax
Benefit when all the other provinces and territories took the extra money away from families on

welfare.

Disabled people in New Brunswick and in Quebec also saw a slight improvement in the
adequacy of their welfare incomes. All the other welfare households got even poorer. The welfare
income for a single employable person in Newfoundland dropped to only nine percent of the poverty

line after a change in policy provided only assistance for room and board.

The far right column shows that between 1986 and 1998, two-thirds of the welfare
households sank deeper into poverty. In Newfoundland, the adequacy of welfare incomes for single
employable people dropped by a shocking 256.2 percent.

At no point between 1986 and 1998 did any province or territory 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
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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. Newfoundland now has the dubious distinction of providing incomes far below the worst

incomes in other provinces and territories.

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 and
territories 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 60 percent of the poverty line in 1998. The least
adequate assistance for disabled people was in Alberta in 1996, 1997 and 1998, where incomes
reached only 42 percent of the poverty line. We note 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

49 percent of the poverty line in Alberta in 1997.

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 once those 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 employable people,
bringing those incomes down to only nine 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 1998, welfare incomes in P.E.I. had deteriorated
to 39 percent of the poverty line. In Quebec, welfare incomes reached 48 percent of the poverty line
in 1990, but eroded to 37 percent by 1998. Nova Scotia’s incomes dropped to only 32 percent of the
poverty line in both 1997 and 1998.

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 34 percent in
1998. Saskatchewan’s incomes rose and fell slowly throughout the period. British Columbia incomes
remained more 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 1998, Ontario’s support for single
employable people had dropped to 41 percent of the poverty line. In Alberta, incomes dropped from
a high of 51 percent in 1986 to 30 percent in 1998.

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.
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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Welfare Incomes Over Time As % of Poverty Line
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Earnings Exemptions

The figures in the tables in this report do not take into account the fact that welfare incomes
may be higher if recipients have earnings. Each province and territory allows welfare recipients to
retain a certain amount (a flat-rate sum, a percentage of earnings or a combination of both) without
any reduction in their welfare cheques. The National Council of Welfare did not include these extra
amounts in the tables because it is not certain that recipients could acfually increase their incomes
by these levels. They may be unable to work or unable to find jobs.

Table 7 shows the allowable earnings exemptions for January 1998 in each province and
territory. The exemptions vary by family size and sometimes by employability. All provinces and
territories 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 and territories
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 exemption 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. In April 1997, Quebec increased its earnings exemptions
while reducing payments under the Property Tax Refund program. Employable people, including
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single parents with children of school age, have to find work to get the same total income. Finding
a decent job is hard enough today with the high unemployment in Quebec. But for people on welfare,
there is the added barrier of insufficient training and, despite the efforts of the Quebec government,
a shortage of quality affordable child care continues to pose an obstacle for parents.

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.

As of April 1996, Yukon granted an additional earnings exemption to people who had been
on assistance for three months. Recipients are now permitted 25 percent of net earnings exceeding
the flat rate exemptions.

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 to work by increasing
earnings exemptions is sound social policy. Cutting benefits is not.
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Conclusion

The millions of children, women and men who were on welfare sometime during the 1990s
have suffered greatly at the hands of the federal, provincial and territorial governments. Squeezing
dollars out of the poorest of the poor is a record that can only be described as shameful.

The federal government set the stage for a wholesale assault on welfare with its infamous
“cap on CAP” in 1990 - cuts in federal support under the Canada Assistance Plan to Ontario, Alberta
and British Columbia to defray the cost of welfare and social services. The federal government
followed the cap on CAP with a freeze in federal support for welfare and social services in all the
provinces in the 1995-1996 fiscal year.

Ottawa killed the Canada Assistance Plan outright in 1996 and introduced a “block funding”
arrangement known as the Canada Health and Social Transfer to provide federal finds for medicare
and post-secondary education as well as welfare and social services. The new arrangements were
accompanied by large cuts in federal payments to provinces and territories. The new system made
it all but impossible for provinces and territories to make long-overdue improvements in their
welfare systems.

Meanwhile, some provincial governments had already embarked on plans to make welfare
even tighter and more demeaning. Among the most damaging were Alberta’s efforts to trim the
welfare rolls starting in 1993 by purging existing welfare recipients, making it more difficult for
people to qualify for welfare, and Ontario’s wholesale and arbitrary cuts in welfare rates in the
autumn of 1995.

The National Council of Welfare always feared that cuts in welfare programs would leave
people struggling to survive, but we thought governments might think twice about cutting the
incomes of families with children who were on welfare. It turned out that we were wrong. The
purchasing power of welfare benefits for families with children fell during the 1990s in every single
province and territory. In effect, children who happened to have the bad luck to be born into welfare
families were made to suffer along with their parents.
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Allowing children to grow up in poverty is bad social policy. As we said in our 1999 report
Preschool Children: Promises to Keep:

“Just about everyone knows that child poverty has devastating effects. Child poverty
hurts children’s development and it reduces their chances of successes socially, in
school and later on in their work lives - all of which increase the possibility that poor
children will grow up to be poor adults. The extra difficulties that children face when
they grow up in poverty place additional burdens on families already struggling with
the other stresses of poverty. The costs of health and social services to help poor
children overcome the extra obstacles they face during childhood and later when they
face the job market with lower levels of education and fewer job skills come out of
the public purse. Child poverty is bad for children, bad for their families and bad for
Canada.”

Another major change in welfare policy came on July 1, 1998, with the new Canada Child
Tax Benefit. The program marked the first significant new federal social spending in many years and
should have made it easier for families on welfare to make ends meet. Instead, Ottawa and most of
the provinces and territories agreed that the new money should be clawed back from families on
welfare. Bluntly put, governments had the audacity to think they could spend the new federal money
better than families on welfare who live on incomes of half the poverty line or less. Rather than trust
parents on welfare with more money, governments said they would decide how the extra money

would be spent and who would ultimately benefit from this government spending.

Only Newfoundland and New Brunswick distanced themselves from other governments and
said they would not claw back the increase in the Canada Child Tax Benefit.

One of the side effects of the clawback — intended or otherwise — was a freeze on welfare
rates. No provincial or territorial government that cut its welfare costs by letting the federal
government pick up more of the tab was going to raise welfare rates for families with children. And
no provincial or territorial government that froze welfare rates for families with children was going
to raise rates for welfare recipients without children.

Welfare Incomes 1997 and 1998 shows the net result of government actions over the years
to make the worst out of Canada’s social safety net of last resort. Not only is the system harsher than
it was at the start of the decade, it is also much more complex and less logical.

The lack of subsidized child care is a good case in point. Governments everywhere are trying
to get people on welfare, including parents, into the paid labour force. Yet they steadfastly refuse to
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provide suitable child care, the one program that is absolutely essential to helping families with
children escape from welfare.

For many years, the National Council of Welfare has been trying without success to convince
governments to pursue welfare reform in the best, rather than the worst sense of the word. Most
recently, we have been pushing the federal government to use a large portion of its budget surplus
to start undoing the damage it caused in the 1990s.

In a report entitled Children First that was published in the fall of 1999, the Council urged
the federal government to make the budget of F ebruary 2000 a true “children’s budget.” The report
contained 29 recommendations, including three that the Council considers of overriding importance:

¢ an end to the clawback of the Canada Child Tax Benefit from families on welfare;

® a serious start on a national child care and early childhood education program that is
comprehensive, high-quality and affordable; and

e an integrated rather than a piecemeal approach to family policy.

Children First also contained a series of recommendations for welfare reform that would
make the welfare system better for all recipients, including recipients with children.

The federal, provincial and territorial governments must negotiate new arrangements for
welfare to replace the Canada Health and Social Transfer. The agreement must provide for increased
federal financial support for welfare programs. In return, provincial and territorial governments must
accept basic national standards including the following:

* Welfare rates must be high enough to cover the cost of the necessities of life as measured
by the cost of a “market basket” of goods and services purchased in a person’ s commumty
Once set in this manner, rates must not be changed arbitrarily.

* Earnings exemptions must allow welfare recipients to enter the paid labour force without
suffering huge financial penalties or welfare “tax-backs.” In some Jurisdictions, people lose
a dollar of welfare for every dollar they earn beyond a token amount, a loss tantamount to
a tax of 100 percent.




-70 -

o All provinces and territories must provide money to defray the cost of prescription drugs,
dental care and eyeglasses for welfare recipients and also for low-wage workers and their
families. Too many welfare recipients lose coverage for non-insured health care when they

enter the paid labour force.

e “Workfare” must be banned outright. Encouraging welfare recipients to work is
reasonable, but assigning them to specific menial or dead-end jobs as a condition to welfare
is tantamount to servitude. Forcing parents on welfare into demeaning jobs creates serious

stresses that undermine their ability to take care of their children.

e Welfare programs must ensure that recipients with young children have every
opportunity to finish their education and training to allow them to get jobs that support them
and their children. Education and training programs must guarantee child care to parents who

need it.

e As a matter of right, applicants for welfare and welfare recipients must be able to appeal

the decisions of welfare and social service officials.

The National Council of Welfare will be watching the budget speech to see how many of its
recommendations the federal government is willing to accept. It will also be watching for
announcements in provincial and territorial budgets later in the spring to end the clawback of the
Canada Child Tax Benefit, to support efforts to create a national child care program and to take a

more humane approach to welfare.

We believe that governments at all levels have an overriding obligation to treat people fairly,
regardless of where their income comes. Governments have failed miserably in the 1990s in their
obligations to people on welfare. We can only hope that the current decade will feature a return to

fairness.



“epeue)) JuaWdO[aA3(] S92IN0SIY UeWINH
‘a181032311(] A91[0( [BID0S ‘UOISIAI(] SISA[EUY pue UONBULIOJU] Ureidoid [e1o0s :90mog

%CTl- %S'S- 00T°6LT°T 00S°LLST 006VLLT 001°LE6°T L : VAVNVYO

AYJOLRYIL ANV dONIAOYd Ad
TIVATIM NO H'1dOHd 40 YHIINNN dALVINLLSH

XIANHddY




MEMBERS OF THE NATIONAL COUNCIL OF WELFARE

Mr. John Murphy (Chairperson)
Canning, Nova Scotia

Mr. Armand Brun (Vice-Chairperson)

Shediac, New Brunswick
Ms. Doris Bemard Radisson, Quebec
Ms. Olive Crane M. Stewart, Prince Edward Island
Ms. Helen Margaret Finucane Regina, Saskatchewan
Ms. Anne Gill Hay River, Northwest Territories
Ms. Miriam Green Montreal, Quebec
Ms. Alice Hanson Edmonton, Alberta
Mr. Bruce Hardy Surrey, British Columbia
Ms. Dana Howe Windsor, Ontario
Mr. David S. Northcott Winnipeg, Manitoba
Ms. Marilyn Peers Halifax, Nova Scotia
Mr. Abdi Ulusso Etobicoke, Ontario

*t*#*##*##******#*******#***#*****#t

Director: Steve Kerstetter
Senior Researcher and Policy Adviser: Joanne Roulston
Liaison Officer: Carole Lanthier

Publications Officer: Chantale Lortie




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 a
social, en s'adressant au Conseil national du bien-étre

social, 2° étage, 1010, rue Somerset ouest, Ottawa

K1A 0J9.






