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WELFARE INCOMES: PATTERNS AND TRENDS

Welfare Incomes 2005 estimates total welfare incomes for four types of households in each
province and territory, for a total of 52 scenarios. The four household types we use are a
single employable person, a single person with a disability, a lone-parent with a 2-year-old
child, and a two-parent family with two children aged 10 and 15. The National Council of
Welfare has published similar estimates since 1986.

WELFARE INCOMES IN 2005

e Welfare incomes continued to decline in 2005, making life more difficult for the 1.7
million people—five percent of the population—forced to rely on welfare. Nearly half a
million of those on welfare were children.

e New Brunswick and Alberta had the lowest welfare incomes in 2005 for the four
household types we looked at in each province and territory.

— In New Brunswick, a single person received $3,427 and a couple with two children
received $17,567.

— In Alberta, the welfare income of a single person with a disability was $7,851" and a
lone parent with one child received $12,326.

TOTAL WELFARE INCOMES OVER TIME

For the first time, we looked at how total welfare incomes—provincial and territorial
welfare benefits, provincial and territorial child benefits, and provincial and federal tax
credits—have changed over time.

e In 2005, welfare incomes were at their lowest point since 1986 in 20 scenarios.
e Between 2004 and 2005, total welfare incomes decreased in 35 of our 52 scenarios.

e Between 2000 and 2005, welfare incomes were at their lowest levels in 32 of our 52
scenarios. Further, five provinces—Ontario, Manitoba, Saskatchewan, Alberta and British
Columbia—recorded their lowest levels of welfare incomes for all four household types
during this five-year period.

! Most single persons with a disability in Alberta receive financial assistance through the Assured
Income for the Severely Handicapped (AISH) program. AISH rates are higher than those used in this
report.
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e The majority of welfare incomes, when adjusted for inflation, peaked in 1994 or earlier.
When the peak year welfare incomes were compared to 2005 welfare incomes, some of
the losses were staggering.

— In Alberta, the income of a single person decreased by almost 50 percent.

— In Ontario, a lone parent’s income decreased by almost $6,600 and a couple with two
children lost just over $8,700.

— Across the provinces, one-third of households experienced losses of $3,000 or more.

TOTAL WELFARE INCOMES AND ADEQUACY

We looked at welfare incomes in 2005 compared to the poverty line®, average incomes and
median incomes for all provinces. We were also able to look at median income data for the
three territories.

e Welfare incomes continued to be well below the poverty line. In 2005, they were less than
two-thirds of the poverty line for all households in all jurisdictions, except for the lone
parent in Newfoundland and Labrador.

— A single employable person’s income in New Brunswick was the lowest, at 19 percent
of the poverty line. Welfare incomes of single persons hovered around one-third of the
poverty line and not one reached 50 percent.

— The income of a single person with a disability was lowest in Alberta® at 38 percent of
the poverty line, followed closely by Manitoba at 41 percent of the poverty line.

— The incomes of families with children were marginally better, hovering around 55 to
60 percent of the poverty line. The welfare income of a lone parent with one child was
the lowest in Alberta, at 48 percent of the poverty line, whereas in Newfoundland and
Labrador it was the highest, at 73 percent. Finally, the welfare income of a couple with
two children in British Columbia was the lowest at 48 percent of the poverty line.

e Welfare incomes compared to average incomes showed the same disparity.

— In 2005, all were less than half of average income, except for the lone parent in
Newfoundland and Labrador, where it was 54 percent.

2 |n the absence of an official measure, we use Statistics Canada’s pre-tax Low Income Cut-Off as
the poverty line.

3 Most single persons with a disability in Alberta receive financial assistance through the Assured
Income for the Severely Handicapped (AISH) program. AISH rates are higher than those used in this
report.
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— The lows were: for a single person, 15 percent of the average income of a single
person in both New Brunswick and Alberta; for a person with a disability, 23 percent
of the average income of a single person in Alberta® (followed by 30 percent in
Manitoba); for a lone parent with one child, 27 percent of a lone parent’s income in
Alberta; and for a couple with two children, 19 percent of the average income of a
couple with children in Ontario.

e Comparing welfare incomes to median incomes paints a similar picture in all provinces.
However, they were more generous for all households in the territories. This is likely a
reflection of the higher welfare rates paid due to the higher cost of living.

No welfare incomes were remotely close to the poverty line, average incomes or median
incomes.

e Two provinces were consistently at the bottom of all three measures: New Brunswick for
the single person, and Alberta, for both the person with a disability and the lone parent
with one child.

e By contrast, two provinces were the most generous across all three measures:
Newfoundland and Labrador for the single person and lone parent with one child, and
Prince Edward Island for the couple with two children.

WELFARE INCOMES AND CHILD BENEFITS

Over the past ten years, the system of federal and provincial child benefit programs has
become incomprehensible to most people. And since these programs interact with provincial
and territorial welfare programs, what was already a tangled safety net has become almost
impossible to understand.

Since 1996, five provinces have implemented their own child benefit programs that pay
benefits for children outside the welfare system. The federal government introduced the
National Child Benefit Supplement (NCBS) in 1998. Most provinces clawed it back from
welfare families, so they were no better off. As of early 2005, eight jurisdictions still claw
back part or all of the NCBS. Newfoundland and Labrador, Nova Scotia, New Brunswick,
Quebec and Manitoba do not claw back any of the NCBS.

Although the federal government has increased its spending on child benefits significantly
since 1998, most welfare families with children have seen little, if any, improvement in their
total income.

e Lone parents wound up with lower welfare incomes in 2005 than they had in 1997—the
year before the NCBS was introduced—with three exceptions.
— There was a minimal increase of $12 in New Brunswick, $405 in Quebec and $534 in
the Northwest Territories.
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e Between 1997 and 2005, a couple with two children saw their welfare incomes decline in
six jurisdictions.

— In PEI the couple gained $155, in Manitoba the increase was $245, and in
Newfoundland and Labrador it amounted to $898. Couples in New Brunswick saw an
increase of $1,226, in the Northwest Territories the increase was $2,023, and in
Quebec it increased by $2,353.

Some of these changes in welfare incomes—either increases or decreases—are a result of
changes to welfare programs or rates, or are due to the implementation of new provincial
programs. But overall, most welfare families are seeing very little improvement in their total
incomes despite the sizeable increase in federal spending on children.
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I. WHAT IS WELFARE?

Social assistance or welfare is the social safety net of last resort in Canada. It provides
money to meet the basic needs of individuals and families who have exhausted all other
means of financial support.

There are 13 different welfare systems in Canada—one in each province and territory.
First Nations people on and off reserve receive the same benefits as others, through the
welfare program in the province or territory where they live. Each welfare program has
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.

Over the last decade, welfare programs have been evolving due to new approaches to child
benefits. In 1998, the federal government introduced the National Child Benefit Supplement
(NCBS). This provides financial benefits to low-income families with children, regardless of
their source of income. Most families on welfare, however, had their federal benefit clawed
back from their welfare income. As of 2005, five provinces—Newfoundland and Labrador,
Nova Scotia, Quebec, Saskatchewan and British Columbia—provide financial benefits for
children through an income-tested program rather than welfare. These provincial child
benefits are available to all low-income families. The interaction of these child benefit
programs with welfare programs has made an already complicated system even more
complex.

Welfare Incomes 2005 looks at the amount of income received in 2005 by four typical
households on welfare: a single person, a single person with a disability, a lone parent with a
child aged 2 and a couple with children aged 10 and 15.

The report includes information on how people qualify for welfare, the different types of
assets they may keep while on welfare, and how much they can earn while on welfare. Later
chapters assess the adequacy of welfare incomes and trends in welfare incomes dating back to
1989.

ELIGIBILITY

Determining eligibility for welfare is a multi-step process. First, applicants must meet the
administrative requirements. Then they undergo a needs test, which looks at their assets,
income and basic needs.

Administrative rules vary throughout the country. In general, applicants must be of a
certain age (usually between 18 and 65), provide written documentation concerning their
financial situation, pursue any court-ordered maintenance support to which they are entitled
and provide medical certification of any disabling condition. They must also agree to report
any future changes in their circumstances and, where applicable, follow any employment
plans that have been negotiated. In some jurisdictions, applicants are routinely diverted to
other programs or services before they can apply for assistance.

NATIONAL COUNCIL OF WELFARE PAGE 1
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Applicants who meet the administrative conditions then go through a needs test’. The
welfare department compares the budgetary needs of the household with its assets and
income. Amounts for budgetary needs, covering items such as food, shelter, clothing,
household expenses, transportation, personal grooming items and special needs items, are set
by government regulation or policy directive. These amounts are set arbitrarily and do not
necessarily reflect the actual cost of the necessities of life.

First, the applicants’ fixed and liquid assets are reviewed. In most provinces and
territories, fixed assets are exempt. Fixed assets include the principal residence, household
and personal effects, a vehicle (up to a certain limit) and the value of prepaid funerals.
Property and equipment required for employment are also generally considered exempt.
Applicants are usually required to convert any non-exempt fixed assets into cash to cover
their ongoing needs before they can qualify for welfare.

Liquid assets include cash on hand and in bank accounts, as well as stocks, bonds and
securities that are readily convertible to cash. Most jurisdictions now exempt Registered
Education Savings Plans. Table 1.1 presents the maximum allowable liquid asset limits in
effect in January 2005 for our four typical welfare households. These limits vary according to
the size of the household and, in some jurisdictions, the client’s classification. For example,
most recipients with a disability have higher asset exemption levels in recognition of the
additional costs related to a disability. Households whose assets exceed these limits are not
eligible for welfare.

Next, the welfare department identifies all the sources of income for the household. Each
province and territory determines how income from various sources is treated—it may be
fully exempt, partially exempt or not exempt at all. Exempt income is not taken into account
when determining a household’s entitlement. Examples include the Canada Child Tax Benefit
Basic Benefit, provincial and territorial child welfare payments, the federal GST credit and
many compensation payments (e.g., HIV, Hepatitis C). Income that is not exempt is deducted
dollar for dollar from the welfare entitlement. Most pensions, Employment Insurance benefits,
Workers’ Compensation payments, training allowances and student assistance are considered
non-exempt income. Most provinces and territories exempt a portion of a household’s
earnings—this is referred to as “earnings exemptions”. Some have different earnings
exemption provisions for those applying for welfare compared to those already receiving
welfare. Earnings exemptions support welfare clients’ personal efforts to join or return to the
labour force by allowing them to retain a portion of their earnings. Table 1.3 at the end of this
chapter provides a summary of earnings exemption provisions as of January 1, 2005 for our
four household types.

' From 1966 until 1996, the needs test was the central eligibility criterion under the Canada

Assistance Plan (CAP), which provided federal funding towards the cost of provincial and territorial
welfare programs. CAP was replaced in 1996 by the Canada Health and Social Transfer (CHST), and
then by the Canada Social Transfer (CST) in 2004. Neither the CHST nor the CST include a needs
test as a requirement for federal funding. To date, no province or territory has done away with the
needs test outright.
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Finally, the welfare department subtracts all non-exempt income from the budgetary needs
of the household. Applicants qualify for welfare if their household’s assessed needs are
greater than their non-exempted resources.

All in all, qualifying for welfare is a complicated, cumbersome and stigmatizing process.

As welfare programs evolve—for example, providing financial assistance for children
through separate income-tested child benefit programs—eligibility criteria are changing.
Despite its shortcomings, the needs test provides benefits based on family size and is
responsive to sudden changes in a family’s circumstances. By contrast, income-tested
programs are much less intrusive or stigmatizing, since they are based on the household’s
taxable income. Assets are not considered and there is not the ongoing monitoring and
requirement to report to authorities. However, because many income-tested programs are
based on past income, they are not as responsive to rapid changes in a family’s circumstances,
such as significant income loss or a change in family size.

LIQUID ASSET EXEMPTION LEVELS

Table 1.1 presents liquid asset exemption levels as of January 2005. This table has
changed from earlier reports and now focuses on provisions for our four household types
only. It also shows, where applicable, the different provisions for those applying for
assistance as opposed to those already receiving assistance.

There were very few changes between January 2004 and January 2005. Alberta’s liquid
asset exemption levels decreased with the introduction of the Alberta Works program in May
2004. With the exception of a person with a disability, the maximums allowed are equivalent
to one month’s assistance. A single person could only have $402, as compared to $1,500
under the former Supports to Independence program. The level for a lone parent with one
child dropped from $2,500 to $858, and a family with two children had its level reduced from
$2,500 to $1,317. However, the new system has eliminated the limits to the amount of cash
assets that existed under the old program.

None of the asset exemption levels is generous, but some are non-existent. Having low or
no exemptions for some applicants means that they have to spend their last dollar before they
can qualify for assistance. This is the case for employable households in Prince Edward Island
and Manitoba. In the Northwest Territories and Nunavut, neither applicants nor recipients are
allowed any liquid assets.

Having higher liquid asset levels for recipients than for applicants doesn’t make any sense
either, because welfare incomes in all provinces and territories are so low that it is impossible
to save any money without taking away from basic needs.

NATIONAL COUNCIL OF WELFARE PAGE 3
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WELFARE INCOMES 2005

Having low or no exemptions on liquid assets is bad public policy. It means that
households have no cushion against unforeseen emergencies and it makes it more difficult for
them cover additional costs as they to try to move into the labour force. From the National
Council of Welfare’s perspective, ensuring that people are destitute when they come onto
welfare traps them in a web of dependency.

TOTAL WELFARE INCOMES

Table 1.2 presents a cross-Canada summary of the estimated total welfare income of four
households on welfare in 2005: a single employable person, a single person with a long-term
disability, a lone-parent family with a 2-year-old child, and a two-parent family with two
children aged 10 and 15. Total welfare income comprises provincial and territorial welfare
benefits, child benefit and tax credit programs, plus federal child benefits and the GST rebate.

The incomes in Table 2.1 are based on the assumption that the typical households are
receiving the maximum basic welfare benefit. These amounts could vary depending on the
household’s situation. Some households might get less if they had non-exempt income or did
not follow a prescribed employment plan as a condition of eligibility. Other households might
get more if they had regularly recurring special needs.

To ensure the comparability of the data as much as possible, we made a number of
assumptions in calculating the levels of assistance. These assumptions include where welfare
households lived, the ages of the children, the employability of the household head, the type
of housing, case history and entitlement to additional assistance.

A. RESIDENCE

The welfare rates shown for each province or territory assume the household is living in
the largest urban area in the province or territory. Some provinces and territories offer
supplements to compensate welfare households living in remote areas for higher living costs.

B. AGES OF CHILDREN

Rates for families with children in this report are based on the assumption that the child in
the lone-parent family is 2 years old and the children in the two-parent family are 10 and
15 years old. Some provinces and territories vary a family’s benefit with the age of each child
in the household.

C. EMPLOYABILITY OF THE HOUSEHOLD HEAD

We considered the single person and couple with two children to be employable. The
single person with a disability is considered to have a medically certified, long-term disability.

The rates for lone parents are based on the employability classifications in each province
and territory. In most jurisdictions, a lone parent with a two-year-old child would be
considered unemployable or temporarily unavailable for work.

PAGE 6 NATIONAL COUNCIL OF WELFARE
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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. Most provinces and the three territories reduce welfare
entitlements when households live in subsidized housing or share their housing.

Where shelter allowances do not include the cost of heat and utilities, we added these costs
to the shelter rates. We used maximum shelter rates in all jurisdictions and we excluded any
additional shelter amounts that are discretionary.

E. CASE HISTORY

In order to calculate the rates for the full year for this report, we assumed that these four
typical households started receiving welfare on January 1, 2005 and remained on assistance
until the last day of the calendar year.

We calculated basic social assistance and applicable child benefits month by month for
each category of household in each province and territory, taking into account increases or
decreases in rates as of their effective dates during the year. We also assumed that welfare
households did not have any income from paid work during the time they were on assistance.

BASIC SOCIAL ASSISTANCE

The column called Basic Social Assistance in Table 1.2 shows the maximum amount that
eligible households could receive from welfare to meet their basic needs. This includes
amounts for food, clothing, shelter, and utilities, personal and household needs. This column
also reflects any reduction in social assistance caused by the clawback of the National Child
Benefit Supplement.

ADDITIONAL BENEFITS

Welfare departments also provide additional assistance for special needs, such as
transportation allowances, child care, drug benefits and non-insured medical services. These
may be provided in the form of cash or services. Eligibility is assessed on a case-by-case
basis, depending on the household’s circumstances.

Certain groups, such as persons with a disability or parents with school-age children, may
receive special assistance automatically. Examples include supplementary allowances for
persons with disabilities, back to school allowances and winter clothing allowances. In several
provinces, special assistance also includes additional benefits to cover high shelter costs. The
amounts in the second column in Table 1.2 include additional benefits that are paid
automatically to welfare households.

NATIONAL COUNCIL OF WELFARE PAGE 7
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FEDERAL CHILD BENEFITS

Child benefit programs provide financial support to low-income families with children,
based on an income test. The third column of Table 1.2 shows the money paid by the federal
government under the Canada Child Tax Benefit (CCTB), which includes both the CCTB
Basic Benefit and the National Child Benefit Supplement (NCBS).

In all jurisdictions except Alberta, the lone parent with a two-year-old received $3,076 and
the couple with two older children received $5,451 during the 2005 calendar year. Alberta
varies the payments according to the ages of the children, so the two welfare families in
Alberta received $2,972 and $5,537 respectively in 2005.

The federal government pays the child benefits every month to low- to middle-income
families with children under 18. The amounts increase every year in July. Details on the way
benefits are calculated are contained in Appendix C and Appendix D at the end of this report.

PROVINCIAL AND TERRITORIAL CHILD BENEFITS

The fourth column in Table 1.2 gives the amounts of provincial or territorial child benefits
paid to welfare families. Child benefit programs exist in six provinces and the three territories.
With the exception of Quebec, these benefits are administered by the federal government on
behalf of the provinces and territories and are included in the monthly Canada Child Tax
Benefit payment.

In five provinces—Newfoundland and Labrador, Nova Scotia, Quebec, Saskatchewan and
British Columbia—the child benefit now pays basic benefits for children outside of the
welfare system. It has replaced the money that was once paid through the welfare system.
Some of these provinces claw back all or part of the NCB Supplement from their child benefit
program; others pass it on. Any reduction in child benefits as a result of the clawback of the
NCBS is reflected in this column.

In New Brunswick, Yukon, the Northwest Territories and Nunavut, the welfare programs
still pay basic benefits for children. The provincial or territorial child benefit is paid in
addition to their welfare benefits.

GST CREDIT

The column for the federal GST credit shows the federal refundable credit for the Goods
and Services Tax or the federal portion of the Harmonized Sales Tax in Newfoundland and
Labrador, Nova Scotia and New Brunswick. The GST credit is paid quarterly to lower-income
individuals and families based on net household income during the previous two tax years.
Amounts change in July of each year.

In 2005, the quarterly payments added up to $225.50 for an adult or the first child in a
lone-parent family and $119 for each other child. Single adults, including lone parents,
qualified for a supplement to the GST credit if their incomes were higher than $7,253 in 2003

PAGE 8 NATIONAL COUNCIL OF WELFARE
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or $7,377 in 2004. The maximum supplement in 2005 was $119. All lone parents
automatically receive the maximum supplement.

PROVINCIAL TAX CREDITS

The tax credits in Column 6 are the Harmonized Sales Tax Credit in Newfoundland and
Labrador, the Sales and Property Tax Credits in Ontario, the Sales Tax Rebate in
Saskatchewan and the Sales Tax Credit in British Columbia. The value of the Quebec Sales
Tax Credit is included in Quebec’s basic social assistance rate.

NATIONAL COUNCIL OF WELFARE PAGE 9
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WELFARE INCOMES 2005

In 2005, the three territories had the highest welfare incomes for all four household types.
However, this is largely a reflection of the high costs of living in northern Canada.

At the provincial level, the four household types continued to subsist on meagre levels of
support. For a single employable person, 2005 welfare incomes ranged from a low of $3,427
in New Brunswick to a high of $8,198 in Newfoundland and Labrador. The lowest welfare
income for a single person with a disability was $7,851 in Alberta>—followed by
New Brunswick at $7,995—and it peaked in Ontario at $12,057. A lone parent with one child
in Alberta had the lowest welfare income at $12,326, compared to Newfoundland and
Labrador, the highest at $16,181. And finally, the welfare income of a couple with two
children ranged from a low of $17,567 in New Brunswick to a high of $21,213 in Prince
Edward Island.

EARNINGS EXEMPTION LEVELS

The figures that appear in the tables in this report do not take into account the fact that
welfare incomes may be higher if recipients have income from employment. Earnings
exemptions are an important bridge from welfare to paid employment. They not only allow
recipients to increase their overall income, but they also encourage recipients to gain work
experience and make the transition to the labour market. Most provinces and territories allow
welfare recipients to retain a certain amount of earned income—either a flat-rate amount, a
percentage of earnings, or both — without any reduction in their welfare cheques.

However, many welfare recipients are unable to work or to find or keep a job. We estimate
that as of March 2005 about 110,000 households—just over ten percent of all households on
welfare in Canada - reported earnings from employment.

Table 1.3 shows the earnings exemption provisions in each province and territory as of
January 2005 for the four typical households on welfare. It also shows, where applicable, the
different levels for applicants versus recipients. The format of this table has changed from
earlier reports and now focuses on provisions for our four household types only. A number of
provinces do not allow employable persons applying for assistance any exemption on
earnings. This means that earnings are deducted in full when determining the applicant’s
welfare entitlement. In Nova Scotia and New Brunswick, this applies to the first month on
assistance. In Ontario and Saskatchewan, it applies to the first three months on assistance for
all clients other than those with a disability. In British Columbia there is no earnings
exemption for applicants or recipients, other than for recipients with a disability.

2 Most single persons with a disability in Alberta receive financial assistance through the Assured
Income for the Severely Handicapped (AISH) program. AISH rates are higher than those used in this
report.

PAGE 20 NATIONAL COUNCIL OF WELFARE



WELFARE INCOMES 2005

The National Council of Welfare feels that the earnings exemption policies in some
provinces make no sense. If governments want welfare recipients to get jobs, where is the
logic in having no exemptions for the first month or the first three months on assistance?
These are clear disincentives to employment. Improving earnings exemption policies so that
they provide real supports for labour force participation makes sense. But paying decent
welfare rates make the most sense.

NATIONAL COUNCIL OF WELFARE PAGE 21
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