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Part |: The Road to Restructuring
Welfare

[ ntroduction

In 1986 Ontario, welfare was a major
issue for the new coalition government lead by
the new Liberal Premier David Peterson. Years
of increases and tinkering seemed to have sat-
isfied no one. In July 1986, the government
launched acomprehensive processthat produced
alandmark report that created, however briefly,
abroad political consensus on what to do about
poverty in Canada's largest province.

Released in 1988, Transitions. Report of
the Social Assistance Review Committee called
for the creation of a national child income pro-
gram. The program’s purpose would be to pro-
vide adequate income security to children and
replace the child benefit component of welfare:

We envisage a rationalization of most, if not all,
existing child benefits, including ... socia assis-
tance benefits paid for children ... The new benefit
would beincometested and delivered through the
income tax system as arefundable tax credit ... it
could equal a maximum of $3,300 per child per
year [in 1988 dollars] ... Our proposal would
rationalize several existing federal and provincial
programs. This would entail a new cost sharing
agreement between the two senior levels of gov-
ernment [Social Assistance Review Committee
1988: 115-116].

The Social Assistance Review Commit-
tee wanted to see children and working people
decoupled from the welfare system:

In future, no one in the labour force should need
toturnto socia assistancefor helpin making ends
meet ... Nor will children be part of the social
assistance system, because their income needs
will be met by the children’s benefit. In other
words, only adults will be recipients of social
assistancein thefuture, and there will befar fewer

than is now the case [Social Assistance Review
Committee 1988:121].

The mission of this paper isto look back
to the original Transitions vision and suggest
ways to create the same kind of consensus that
occurred in early 1989, when an unprecedented
coalition of sectors supported the Ontario gov-
ernment’sintent to implement the main tenets of
Transitions.

The Transitions vision, as it relates to
non-disabled people on welfare and their chil-
dren, ismuch closer toreality thanit was 16 years
ago.! Thenational, child-based income program
called for in Transitions is now in place, in the
form of the Canada Child Tax Benefit (CCTB),
through which low-income families on social
assistance (as well as the working poor) today
receive a significant portion of income for their
children. Seen through this narrow lens, a case
could be made that a significant portion of the
Transitions vision is now closer to fruition.

Transitions called for a smaller, more
residual welfare system —which we now havein
Ontario. Transitions called for a program that
wasmoredirectly tied to paid work in the labour
force. That also has been achieved, although
likely morethrough compulsion (workfare) than
through the offer of opportunity. Transitions
called for larger earnings exemptions — the
amount of money recipients can earn without
reducing their social assistance — to encourage
labour market participation. We have those
exemptions now too, although they came about
in 1995 as an opportunity for recipientsto ‘earn
back’ some or all of the 21.6 percent of their
benefits that had been cut.

Infact, although the system hasretracted,
the external elements that the Social Assistance
Review Committee called for have now been
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built and are awaiting large-scale, structural
integration with the social assistance system.

Perhaps the fairest thing to say is that,
even though Ontario isin reality much closer to
the Transitions vision for social assistance, the
way we got there was profoundly different from
the way the Review Committee either suggested
or expected would happen.

Social assistance in Ontario now has
lower ratesfor able-bodied recipientsthan called
for in the 1988 report. The Review Committee
proposed a single rate maximum of $572 per
month in 1988, at a time when the actual rate
was $467. Adjusted for inflation, the $467 rate
in 1988 was equal to $588 in today’s dollars —
$68 higher than the current $520 per month.
Welfare now has tougher rules and a clawback
model for the Nationa Child Benefit Supplement
that ismuch reviled by advocates. These aspects
of the present system obscure the Transitions
vision, since there is no plan to achieve the end
state that the Review Committee had called for
initsfinal stage of reform. Instead of a system
of clear and separate child benefits for all chil-
dren and employment benefits for low-income
adults, we haveawelfare system that still appears
to the public to pay too much to poor parents.

So what is it that now obscures the
vision? The answer liesin the social assistance
benefit structure. The term ‘benefit structure
essentially means*‘who getswhat.” While bene-
fit levels have not changed in the past decade,
and tough rules and mandatory work require-
ments have been put in place, the social assistance
benefit structurein Ontario hasremained largely
unchanged.

In 1966, when social assistance was
designed largely for people outside the labour
market, the Canada Assistance Plan established

amethod of calculating welfare paymentscalled
the “budget deficit needstest.” This test estab-
lishes entitlementsthat vary according to anum-
ber of elements including family size, shelter
costsand basic requirementsfor living. Any out-
side income that is not otherwise exempted is
subtracted from the entitlement. The rule was
“make adollar —lose adollar.”

Ontario still paysbasic benefitsaccording
to the size and composition of the family unit.
With this ‘vintage of 1966’ approach, social
assistance continues to be unpopular with the
public.

Socia assistance in Ontario is compli-
cated by anumber of add-on programsthat keep
recipients out of the labour force. These pro-
gramsare also unfair to theworking poor outside
thewelfare system, and to peoplewho both work
and recelve welfare. Here are three examples.

e Socia assistance recipients have abetter pre-
scription drug program than the working poor.
Socia assistance reci pients continueto obtain
cost-free prescription drugs through the
Ontario Drug Benefit Plan, whiletheworking
poor pay a sliding deductible payment
through the Trillium Drug program. Both
plans are administered by the Ministry of
Health and Long Term Care (MOHLTC).

e Social assistance recipients (and their chil-
dren) in receipt of Ontario Disability Support
Pan benefitsrecelve coveragethrough abasic
dental program that also extends to children
whose parents receive Ontario Works bene-
fits. Adults registered with Ontario Works
receive discretionary benefitsthat rangefrom
emergency to basic care. By contrast, the
working poor have no government-spon-
sored dental plan, and only childrenin grade
school are offered emergency services
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through the Children in Need of Treatment
program, administered by MOHLTC.

e A receipt-based shelter allowance program
pays 100 percent of shelter costsup to amaxi-
mum that varies by family size. Since 1993,
inflation has eroded this maximum by more
than 14 percent for recipientswith adisability.
Meanwhile, able-bodied recipients have seen
the maximum amount shrink, through the
combination of inflation and reductions, by
more than 35 percent.

The authors of Transitions realized 16
yearsago that aprogram built for 1966 no longer
worked in 1988 because marginalized people
needed to be brought from the “margins of soci-
ety into the mainstream of community life.”
And the mainstream meant then — as it means
even more now —theworld of paid employment,
mainly outside of the home.

If a‘built for 1966’ benefit structure
obscures the potential for reform through a
complex aggregation of separate programs and
complex interplays with other incomes and
benefits, then adisaggregation or deconstruction
exercise should make transparent how programs
and policies could be restructured and moder-
nized in away that would realize the Transitions
vision. Thesebenefitsinclude: basic allowances,
shelter allowances, drugs, dental care and numer-
ous add-ons like ‘back to school,” ‘winter
clothing’ and special assistance for a variety of
everyday needs.

Before making theargumentsfor change,
we will examine the 16 years since Transitions
was published in light of today’s realities. We
will look at the common context that begins
in 1966-67, just at the end of a period of epo-
cha changes in Canadian and Ontario income
security. For example, during 1966 and 1967,

the following programs or changes were imple-
mented at thefederal level: the CanadaAssistance
Plan and the abolition of the previous categorical
programs, the Guaranteed Income Supplement,
and the Canada and Quebec Pension Plans. At
the provincial level in Ontario, the Family Bene-
fits program was implemented.

In Part 11, this paper will set out a blue-
print for the restructuring of welfare programs
in Ontario, replacing the traditional welfare rate
structure with:

e an adult benefit with a labour force benefit
plan

o benefitsfor children, located completely out-
side the welfare system.

Throughout the discussion, we will point
out:

e why traditional welfare approachesno longer
work

¢ thecrucial questionsthat haveto beanswered
to put arestructured welfare plan in place

e the pitfalls and unintended consequences
Ontario can expect to face on the way

e the new directions that will open up —
directionsthat are now closed off because of
the lack of reform to the social assistance
benefits structure.

Ontarians need not be fearful of losing
traditional welfare as the principal and readily
available income security program for the poor.
The redlity is that, in the minds of anti-poverty
advocates and the public alike, the social assis-
tance system hasfailed us. Evenif it were pos-
sibleto keep the existing ratesup to date—and it
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is not — there is not enough public support to
sustain them. In Ontario, certain components of
social assistance have been reduced by morethan
35 percent over the last decade through the
combined effects of inflation and rate reductions.

Accordingly, rather than argue for pub-
licly unpopular rateincreasesto social assistance,
wearguefor structural change. Withlower rates
and the Canada Child Tax Benefit in place, it
IS not true to say that it would take years to
re-engineer and reform thewelfare system. Many
of its components can be fixed quickly. Interim
increasesto welfarewould only forestall eventual
reform as higher benefits become entrenched and
prove harder to replace.

Setting the Context: The Original Transitions
Vision of Making Welfare Smaller

As acase of curious symmetry, in 1967
(Canada’s 100th birthday), Ontario’ sbasewelfare
rate for asingle individual crossed the $100 per
month mark.

By September 6, 1988, alittle more than
21 years|later, the single welfare rate (including
shelter) in Ontario had risen in nominal terms by
367 percent. Although rates had risen by 12
percent in real terms since 1967, they never-
thelesswere considered to be inadequate and the
system in dire need of repair. On this date, the
Social Assistance Review Committee, appointed
by the Liberal/NDP coalition government and
chaired by Judge George Thomson, released
Transitions: Report of the Social Assistance
Review Committee. This report presented a
reform agenda for Ontario’'s social assistance
system.

One of the major drivers for reform at
that time was a widely held view that poor

Ontarians were not taking part in the province's
economic boom of themid- tolate 1980s. There
were real and perceived labour shortages, yet
social assistance caseloads were increasing.
Built-in disincentives prevented people from
taking work: Recipients who earned a dollar
frequently lost a dollar or more in benefits.
Welfareratesincreased throughout the 1970sand
1980s, but neither the general public nor abroad
spectrum of interest groups believed that more
money was the answer.

The Ontario public of 1988 saw parti-
cipation in the labour force as the answer to
economic insecurity for all adults. The prevail-
ing view was that poverty was an individual
deficit, as opposed to a set of societal or labour
market faults. Those Ontarians who subscribed
to this viewpoint became dissatisfied with
programs designed specifically for situations
in which people either did not work or had
extremely marginal workforce attachments. The
public was calling on government to redesign
social assistance so that it would give people
outside of the mainstream the tools to achieve
economic self-sufficiency.

As aresponse, Transitions developed a
vision of an entirely redesigned welfare system,
in order to make it the “residua program that
it was always intended to be.” To this end,
Transitionsrecommended that both children and
people with disabilities be ‘taken out’ of the
welfare system. Like seniors a generation earl-
ier, the idea was to provide for children and
people with disabilities through other income
security programs and measures, ensuring that
they would not haveto resort to social assistance
if they were without alternative resources. Wel-
fare would become asmaller program for adults
only and would resembl e alabour market adjust-
ment program much more than a needs-based
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program meant to support familiesthat had fallen
on hard times.

The Review Committee basically had
concluded that Ontario’s welfare benefit struc-
ture of 1988 was' unreformable.’” Adding money
to benefits designed for working age, able-
bodied persons was an unsustainable model for
the future. It isjust as unsustainable now. The
dilemma facing the Review Committee in 1988
was that the necessary building blocks and the
national consensus needed to mount amajor new
disability and child benefit program were simply
not in placein Canada. For thisand other reasons,
Transitions called for:

e achievement of itsvision as the fifth of five
stages of reform

e enhancements to the existing system in the
form of rate increases as a stopgap, so that
the “poor would not have to wait” a decade
or more for new programs.

Awaiting the Vision: The Final Welfare
Expansion

From 1989 to 1991, both the Liberal and
NDP governments set an agenda of welfare
reform that concentrated on theinterim steps pro-
posed by Transitions. These changes, recom-
mended in the implementation documents Back
on Track and Time for Action, worked — as
regquested by the government —mostly withinthe
boundaries of the current system.

There were three major reasons for this
limited approach. Theearly 1990s saw the onset

of an extremely severe recession which, in hind-
sight, changed fundamentally the nature of the
labour market. In this environment, there was
little opportunity to secure the necessary funding
and marshal the broad national support needed
for fundamental income security reform. Fur-
thermore, the failure to achieve constitutional
reform (through the Meech Lake and Char-
lottetown accords) meant that cooperative fed-
eralism would have to be reinvented in ways
yet to be devised. In spite of this discouraging
environment, there was a countervailing need to
respond quickly in someway to the very popular
Transitions report.

The Liberal and NDP governments
implemented anumber of recommendationsfrom
both Transitions and the subsequent reports of
the Minister’s Advisory Group chaired by
Carleton University professor Allan Moscovitch.
Notable among these were $415 million in
improvements announced in May 1989. This
package enriched the shelter subsidy to pay 100
percent of shelter costs up to amaximum amount
which was determined by family size.

In 1991, the NDP government made
changes that removed a number of anomaliesin
the program. Prominent among these was the
removal of distinctions previously made between
payments going to boarders living in for-
profit situations and those living in nonprofit
housing, and the differenceinratespaidto single
parents on short-term as opposed to long-term
assistance. In each case, payments were equal-
ized upwards and a large rate increase was
approved — 7 percent to basic payments and 10
percent to shelter maximums.

Caledon Institute of Social Policy 5



Making Welfare Smaller by Cutting Welfare: A
Decade of Reductions

In August 1992, in the face of heated
criticism over both the management and cost of
government programsand financial lossesresul-
ting from Ottawa’s capping of the CanadaAssis-
tance Plan, the Ontario government madeit more
difficult to obtain eligibility for the three-year-
old Supports to Employment Program (STEP).
This change disallowed new social assistance
recipientsfrom benefiting from earnings exemp-
tions under the program, resulting in effective
ineligibility for those who applied for welfare
while earning modest wages.

Although few people realized it at that
time, theimplementation of the so-called * STEP
notch’ was to be the first of many cuts to social
assistance implemented over the next decade.
Reductions, tighter rules and increased controls
were introduced into welfare by both New
Democratic Party and Progressive Conservative
governments. Modest changes under the NDP
foreshadowed drastic cuts by the Conservatives:

e The NDP's Expenditure Control Program
(1993) and Case File Investigation (1994):
Administrative tightening and a higher
level of scrutiny of recipients’ eligibility and
income.

e Rate reductions and new eligibility rules
(1995): Reduced welfareratesby 21.6 percent
for all except peoplewith disabilitiesand their
families; reimposed the ‘ spousein the house’
rule that originally was rescinded in 1987;
added tough new penaltiesfor recipientswho
quit work or who were fired with cause; and
restricted eligibility for 16- to 18-year olds.

e Ontario Works (1996): Mandatory com-
munity participation for all employable
recipients.

e New Legidation (1998): Ontario Works and
the Ontario Disability Support Program were
proclaimed in 1998, drawing a sharp dis-
tinction between programs for people with
disabilities and the able-bodied. The
replacement of thefederal CanadaAssistance
Plan (CAP) by the Canada Health and Social
Transfer (CHST) in 1996 allowed mandatory
workfare to be funded by the federal gov-
ernment for the first time, as the restrictions
on workfare within CAP were not carried
forward into the CHST.

e Further STEP restrictions (2000): Increased
reduction ratesor taxback ratesto 100 percent
for Ontario Works recipients who had earn-
ings each month, while retaining eligibility
for social assistance for a prolonged period.

Timefor a New Direction

The old joke runs something like this:
Two people have ordered lunch, and after trying
the food, one says to the other: “This food is
terrible” The other replies: “Yes — and such
small portions!”

After a decade of decline and relent-
less program reductions, social assistance still
remains enormously unpopular with the public.
Benefit reductions and inflation have combined
to produce areal reduction in benefits of more
than 35 percent, yet not one of the three political
parties in Ontario has called for full restoration
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of benefitsto 1995 levels. Measures announced
in the May 18, 2004, Liberal Budget will see a
3.5 percent increasein benefits (including the the
pass-on of theNCBS). While advocates continue
to call for fixing fundamental flaws and to
pressfor increasesin benefit levels, they are not
seriously expecting an increase of 35 percent. It
is therefore possible to come to the same
conclusion asthe Review Committeedid in 1988:
Welfare in its present form remains unreform-
able.

The important difference between 1988
and today is that the National Child Benefit
(NCB) isin place. This initiative creates an
opportunity to re-engineer welfare programs
and their benefit structures. The welfarereform
component of the NCB initiative is crucia to
both present realities and to implementing the
Transitions vision.

Still, the National Child Benefit is an
emerging model: It will not achieve full imple-
mentation for someyears. It isimpossibleto set
out a plan for restructuring benefits in Ontario
without having a firm idea of the endgame for
the NCB initiative. The next section of this paper
examines what that endgame might look like.

Completing the National Child Benefit
I nitiative

Background

In 1998, the provinces and territories
agreed with thefederal government that abench-
mark of $2,500 maximum payment per child
would allow for the restructuring for child bene-
fits across Canada (i.e., an integrated income-
tested benefit replacing welfare-provided child
benefits). By the year 2000, with two years of
implementation and delivery under its belt, the
National Child BenefitinitiativewasaCanadian
social policy success story. It had al the right
ingredients:

e anew benefit with secure and generous
funding?

e anenduring federal, provincial andterritorial
agreement

e international acclaim

e widespread support from Canadians for its
broad principles.

National Child Benefit

Canada Child

Tax Benefit
(paid to 90% of families)

National Child

N

Benefit Supplement
(for low-income families)

Provinces, Territories
and First Nations
Reinvestments/l nvestments
(for lower-income families)
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The federal government’s Canada Child
Tax Benefit (CCTB) portion of theNCB initiative
ispaid to about 90 percent of Canadian families.
TheNational Child Benefit Supplement (NCBS)
provides low-income families with additional
child benefits on top of the CCTB base benefit.
The National Child Benefit initiative has three
objectives:

e reduce the depth of child poverty
e promote employment

e reduce administrative and program over-
lap.

By most accounts, the NCB is meeting
all three objectives. One of its greatest advan-
tages is that the child benefit is not a welfare
benefit and istherefore untouched by the ‘ dollar
for dollar’ phasing out of benefits under the
welfare system which occurswhen aparent enters
the workforce. The child benefit is not reduced
until the family realizes $22,615 in net income.

Nevertheless, there are several reasons
that the NCB has not reached completion:

e Most provinces and territories continue to
offset or ‘ claw back’ the National Child Bene-
fit Supplement and to reinvest the pooled
savingsinavariety of programsaimed at one
or more of the NCB’sthree objectives. With
child-based benefits still being administered
by social assistancedirectorates, theinitiative
cannot reach completion.

e The achievement of $2,500 per low-income
child in 2004 is increasingly seen as an
interim benchmark.

e The federal government continues to pro-
mise increased investment in the CCTB

through 2007. Theresulting reinvestment at
the provincial or territorial level is difficult
to anticipate. As long as this state of flux
continues, it is hard to envisage what
‘completion’ will look like.

e A forma evauation of the NCB, which is
required in order to tell Canadians whether
the reform is meeting objectives, has not yet
been released.

In August 2000, at the annual meeting of
provincial and territorial leaders, Premiersasked
their social services ministers a reasonable but
deceptively smple question:

What arethe steps and the financing required
to complete the National Child Benefit (NCB)

initiative? [author’s emphasis.]

The question is simple in that any well-
defined project should have a finished product.
But it isdeceptively smpleinthat there are many
different, competing visions of what is meant by
the completion of the NCB initiative. The NCB
initiativeisnot simply anincome security model.
Itisalsoamodel for investment and reinvestment
inavariety of programsfor low-incomefamilies
with children, and a model for broader welfare
reform.

While this paper focuses on the welfare
reform aspect of the NCB initiativein Ontario, it
IS necessary to review what all of these aspects
of “completion” mean.

Income Security for Children: Completion of
National Child Benefit Levels

Completion of the NCB initiative means
arriving at an adequate child benefit that provides
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al low-income Canadian families with help to
raisetheir children.

For the current payment year (July 2004
- July 2005) the Canada Child Tax Benefit pays
asfollows:

Children basic NCBS Totd
CCTB

1st child $1,208 $1,511 $2,719

2nd child $1,208 $1,295 $2,503

3+ child $1,208 $1,215 $2,413

3+ child

supplement $84

children under

age seven $239

The federal government has promised a
series of increases that will take the combined
Canada Child Tax Benefit (CCTB) and the
NCBS to a maximum $3,243 per child by 2007
[Finance Canada 2003, 2004]. The Caledon
Institute of Social Policy has suggested a target
of a maximum $4,400 per child by 2010, sub-
ject to further research [Battle and Torjman
2002]. Thesegoasarenot contradictory because
amounts could be added in federal budgets after
2007 to meet the 2010 objective.

The Caledon Institute has noted that the
$4,400 target is a conservative estimate of the
cost of raising a child in a low-income family,
which the Institute views as the target for an
adequate child benefit. Establishing thisbench-
mark would be important, should the federal
government accept it. For the first time, the

benchmark would link the child benefit to the
cost of raising children.

Debates will continue about how much
money it takes:

e toraiseachildinalow-income family

e toreach benefit adequacy

e toreduce the depth of child poverty.

Similarly, Canadian socia policy-makers
will debate what proportion of the costsof raising
children ought to be made up from the CCTB
and other child benefits. For the purposes and
assumptions in this paper, $3,243 and $4,400,
for 2007 and 2010 respectively, are the amounts
that are likely to be achieved.

Reinvestment Programs

The second aspect of completing the
National Child Benefit initiative relatesto rein-
vestment. Most provinces and territories con-
tinue to recover or offset the National Child
Benefit Supplement. They reinvest the pooled
savingsin avariety of programs aimed at one or
more of the NCB’s three objectives — reducing
the depth of child poverty, promoting employ-
ment and reducing overlap.

An instructive place to begin the dis-
cussion of reinvestment completion isto look at
what has happened in those provinces that have
completed the NCB model of welfare reform —
Newfoundland and Nova Scotia. Arguably,
Quebec is dso at this stage in welfare restruc-
turing and advocates the same philosophy of child
benefit reform as the NCB. However, Quebec
considersitself ‘opted out’ of the NCB political

Caledon Institute of Social Policy 9



initiative, using different terminology to des-
cribe its welfare and children’s social security
processes. The new direction that Quebec is
taking under Charest’s Liberal government con-
tinues to support NCB paying child benefits
outside of social assistance [Noel 2004]. Each
of these provinces has restructured welfare —
I.e., they have largely removed children from
basic socid assistance and have asystem of social
assistance for adults only.

In Newfoundland and Nova Scotia,
reinvestment neither increases nor decreases
automatically; it is fixed or crystallized at the
level it had attained at the time of restructuring.
Because the National Child Benefit is not off-
set or recovered against social assistance, the
amountsavailablefor reinvestment do not change
from the point in time that children’s benefits
within welfare were removed.

In other provinces and territories, which
continue to offset or recover the NCBS, the
amount of money available for reinvestment
changes, sometimesfluctuating in unpredictable
ways. For example, the reinvestment increases
or decreases with the number of children recei-
ving social assistance, and it increases as the
NCBS increases each year in July.

Consequently, the endgame or comple-
tion of the National Child Benefit initiative for
reinvestment is the fixing or crystallization of
reinvestment funds at the precise moment of
restructuring. They do not disappear, but they
will erode over time unless they are supported
with provincial and territorial funds earmarked
specifically for this purpose. Like any other
program for children, mechanisms will have to
be found to support regular increases to rein-
vestment programs to keep them up to date or
they will erode due to inflation.

For the purposes of this paper, it will be
assumed these reinvested funds would be avail-
able for the costly task of restructuring social
assi stance benefits.

The Theory of NCB and Welfare Reform

The National Child Benefit is funded
according to areinvestment recovery model. This
means the NCBS is ‘offset’ against provincial
and territorial child benefitspaid in social assis-
tance or similar programs. In this way, welfare
reci pi ents experience benefit reductionsequal to
the amount of their National Child Benefit
Supplement.

Supposethe provincial or territorial child
benefit for *Child A,” who livesin apoor house-
hold, was set at $211 amonth. If theNCBSwere
$111 a month (the 2002 rate for one child), the
family would continue to receive $211 toward
the child’s upkeep. However the province or
territory would recover the NCBS portion by
reducing its own contribution to $100 (the NCB
clawback).

Anti-poverty advocates criticizethe NCB
initiative on the groundsthat thisrecovery mech-
anism takes money out of the hands of the
very poor [National Council of Welfare 2002].
Although it is more correct to say that the NCB
does not give more child benefits to people on
welfarethan under the old system (as opposed to
working poor families, which receive increases
to bring them up to the child benefits level of
welfarefamilies), seriouswelfarereformisnever-
theless bound up in this recovery mechanism,
and inextricably woven into the design of the
NCB initiative.
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Let us say that the NCBS benchmark
increased Child A'sallocation to $211. The pro-
vinceor territory hasin effect nothing to recover,
for it has reduced its own contribution to $0. In
theory, the province or territory no longer has a
say inwhat constitutes aminimum or benchmark
amount to sustain achild above the poverty line.
If the NCBS were to increase its benchmark
to an amount over $211 for the child, no fur-
ther provincial or territorial money would be
involved.

Reform of welfare benefits theoretically
can be triggered at the point where the NCBS
grows aslarge asthe child benefit component of
welfare benefitsor similar programs. Thispoint,
at which the NCB supplement eclipsesthe value
of provincial and territorial benefits subject to
offset, is referred to as the washout point.

The expectation and working hypothesis
of those close to the implementation of the NCB
initiative was that, once this ‘ maturing’ point of
child benefit equality wasreached, provincesand
territories would:

e cancel the child portion of their welfare and
other child benefit programs

e stop the National Child Benefit offset (the
clawback)

e dlow futureincreasesin child benefitsto flow
through to families on social assistance

¢ beginto planthearchitecture of anew income
program, for adults only.

Work incentiveswould increase, as wel-
fare child benefits (now abolished) no longer
would be afactor in the welfare-to-work equa-
tion. Parentsonwelfarewould keep their NCBS
asthey moved into the labour market and would
not begin to lose their child benefits until they

reached the NCBS turning point of $22,615 in
net yearly income terms. At this juncture, the
welfare reform aspect of completing the NCB
initiative would be accomplished and an impor-
tant aspect of the Transitions vision realized.

From NCB Reformto Provincial Restructuring

It isimportant to note that reform of social
assistance does not occur automatically, once a
province or territory reaches the washout point.
Infact, acomplex exercise must take place, with
the jurisdiction taking costly actions to change
its welfare and related child benefits and create
a social assistance system for adults only. It
is this complex exercise that is referred to as
‘restructuring.’

The restructuring process involves six
key tasks.

Task #1: Match thewelfarerate for each child
to its NCBS parallel, resulting in new adult
welfarerates.

To set the stagefor restructuring, welfare
and other benefits for children that are offset
must be identified separately from the family
welfareincomeand ‘ matched’ to thedollar values
of the NCBS, so that the NCBS fully offsets
the value of welfare and other child benefits. It
is then possible to determine the dollar value
of residual adult benefits and the prospective
valueof provincial andterritorial standalone child
benefits. Matching is a complicated exercise.
Later in this paper we will discuss Ken Battle
and Michael Mendel son’s difficultieswith com-
paring child benefit ratesinfour countries. They
make a key distinction between the ‘ difference’
and ‘designated’ approaches to restructuring
[Battle and Mendelson 2001].
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Matching is easier to do in jurisdictions
that have low children’s welfare rates, as the
NCBSmoreeasily ‘washesout’ theserates. That
IS, the dollar value of the NCBS s either higher
or equal to the children’s welfare rate that it
would replace. Failure to match results in
‘losers,’” which would go against the signature
commitment of governments that families with
children on assistancewill not lose out asaresult
of the NCB initiative. Where the NCBS does
not fully offset welfare benefits for children, it
Is important that provinces and territories con-
tinue to assume responsibility for the additional
costs.

Task #2: Set anew, harmonized provincial child
benefit.

A harmonized child benefit isonewhose
designlargely mirrorsthe National Child Benefit
Supplement. Several provinces, including New-
foundland and Labrador, Nova Scotia, British
Columbia, Saskatchewan and (arguably) Que-
bec, aready have this type of child benefit in
place.

Task #3: Devise a responsiveness scheme.

Responsiveness schemes are required to
assist a parent who had a high income in the
previousyear, but isnow in need of social assis-
tance (e.g., because of jobloss). Inarestructured
system, the parent could apply immediately for
adult welfare. Child benefits, however, nolonger
would be part of the welfare system; they would
be calculated through the Canada Child Tax
Benefit mechanism, which is based on income
reported for the previous tax year. Because this
parent’s income was high in the previous year,
there would be a time gap before benefits could
flow to the children. Responsiveness schemes
fill this gap.

Task #4. Permit a flow-through of theNCBSto
low-income parentsreceiving social assistance.

A flow-through means that welfare
recipientswith children would receivetheir social
assistance and the NCBS without the NCBS
being subtracted from their welfare cheques.

Task #5: Develop in-kind benefit changes.

Aswelfare beginsto cover fewer people,
thought must be given to the availability of pre-
scription drugs, dental and other programs out-
side of welfare [Battle and Torjman 2002: 3].

Task #6: Arrange for reinvestment crystal-
lization (fixing) and reallocation.

Completion of the National Child Benefit
initiative results in the fixing or crystallization
of reinvestment funds at the precise moment of
restructuring.

Restructuring isamajor and costly under-
taking for aprovince or territory, that demands:

e asignificant political commitment at the
Cabinet level

¢ wide-ranging changesto programsand crea-
tion of new programs

e key communications challenges

e large-scale staff training

e important changes to automated systems
e complex statutory and regulatory reform
e crucia guideline and directive changes

e appropriate scheduling.
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Eliminating the Offset and Creating a One-
Tier System

TheNationa Child Benefitinitiative does
not complete its welfare reform agenda at the
point where children are taken out of welfare.
The initiative is completed only when there is
no longer an NCBS offset. For once thereisno
offset, thereisno longer aneed for child benefits
to be housed in the two separate programsknown
as the Canada Child Tax Benefit (CCTB) and
the National Child Benefit Supplement (NCBS).
Thefederal government would beinthe position
once again to unite the two benefits as one
transparent income security program for
Canada’s families with children.

Thechart illustratesthe offset activity, at
a high level, in each of the 13 provincial and
territorial jurisdictions.

By 2004, only Newfoundland and L abra-
dor, Nova Scotia and, arguably, Quebec had
restructured their social assistance systemsinline
with the requirements of completion of the NCB
initiative. The mature systems in Nova Scotia
and Newfoundland represent the endgame of the
NCB initiative:

e Welfare has become an adults-only system
with no payments to children. This means
that parents who work no longer lose their
child benefits as their income rises.

for other uses as reinvestment.

Rate reduction

Model Description Provinces and territories
Offset of social | The jurisdiction reduces welfare Ontario

assistance (the | incometo families by the amount of | Prince Edward Island
clawback) the supplement and pools the funds Northwest Territories

Yearly review of the welfare rate for
children, generally resulting in an
annual rate reduction enacted by law.

Offset against a | Province pays child benefit but

provincial child | offsetsthe NCBS against that benefit.

benefit

Mature system | Province pays a child benefit that is
issued separately from the NCBS
payment. Province reduces child
benefits in welfare, working toward
an adults-only system.

No offset The NCBS flows directly to the fam-

ily and welfare payments to children

and families are not reduced or offset.

Nunavut
Yukon

Alberta[The NCB Progress Report includes
Albertain the clawback model. However, rate
reductions differ from income chargesin that
rate reductions lower the budgetary require-
ments of recipients].

Saskatchewan (Saskatchewan Child Benefit)
British Columbia (BC Family Bonus)
Quebec (Quebec Family Allowance)

Nova Scotia
Newfoundland

New Brunswick
Manitoba?
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e The NCBS and provincia child benefits
provide equal payments to al low-income
parents.

e The NCBS and provincial benefits are
harmonized. They have similar or identical
rules and benefit design.

e There is no longer a need for a separate
NCBS in these jurisdictions. This reality
opens the way to a federal one-tier child
benefit. The completion of the NCB ini-
tiativeisoften represented asthe move back
to aone-tier child benefit.

e The NCBS fully flows through to NCBS
recipients with no recovery or offset against
either welfare or a child benefit.

e Reinvestment dollars continue to flow (but
do not grow) becausethey have’ crystallized’
at the level of dollars spent at the time that
the offset ended.

The other jurisdictions in Canada have
gonein several different directionsthat will not
allow the NCB initiative to complete as it was
concelved —asaone-tier benefit originating with
the federal government. For example, as long
as jurisdictions rely on the legal distinction
between the National Child Benefit Supplement
and the Canada Child Tax Benefit, it remains
difficult for the federal government to simply
dissolve that distinction.

New Federal Barriersto Restructuring

In hisBudget Plan of February 18, 2003,
former Finance Minister John Manley suggested
that provinces and territories refrain from claw-

ing back the new increases announced to the
NCBSstarting in July 2003. Whilethisrestriction
remains popular with anti-poverty advocates, it
has the unintended effect of inhibiting welfare
restructuring.

To illustrate this effect, let’s go back to
ChildA, whose provincial welfare allocation was
set at $211 a month. Before Manley’s Budget
Plan announcement, the NCBS contributed $111
(in 2002 rates). The family continued to receive
$211 toward the child’'s upkeep. However, the
province recovered or ‘clawed back’ the NCBS
portion by reducing its own contribution to $100.
Welfare was shrinking and the National Child
Benefit was growing. With Minister Manley’s
announced increasesin the NCBSfor July 2003,
the child’s NCBS supplement increases to $122.
If Ontario had followed Manley’s restriction,
the province would not have offset more of this
amount than the $111 it had previously. The
remaining $11 per month would have flowed
through to the child’'s family. Child A’s family
would have received $222 amonth. The family
would have seen their welfare rate increase by
$11 amonth.

The effect of Manley’s restriction basic-
ally was to raise welfare rates, because from a
technical point of view, this increase was the
easiest way for provinces and territories to pass
onthe’offset to the offset.” Theonly other option
would have been for the province or territory to
undertake arestructuring exercisewithinthefive
months between February and June 2003. This
was an impossibly short period of time for any
jurisdiction to undertake arestructuring exercise
of this complexity. More recently, the provin-
cial government in Ontario has chosen to pass
through the much smaller NCBS increases of up
to $4 a month beginning in July 2004.
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The Problem with the 2003 Federal
Announcement

Where aprovince or territory raiseswel-
fareratesfor children, it will be harder and more
costly toreformwelfare. The provinceisfarther
away from the washout point —the point at which
the provinceisno longer contributing to thechild
benefits and the child can be *taken out of wel-
fare.” Theamount the provincewill need to wash
out with NCBS funds hasrisen by the amount of
the welfare increase. Moreover, the offset or
reinvestment funds that the province could use
for therestructuring exercise are not growing any
more. By discouraging offsets, the federal
government has, in effect, promoted the freezing
of thefundsaprovince needsfor restructuring at
the pre-July 2003 levels.

Even provinces like BC and Saskat-
chewan, which maintain separate child benefit
programs offset by the NCBS, and do not claw
back increases, are not helped by this pass-
through in the sense of being brought closer to
restructuring. They can keep their own con-
tributions static, and lose their visibility on the
joint cheque issued for the child benefit, or they
can increase their own contribution. Neither
course of action takesthe NCB to itscompletion.
The former takes pressure off provinces to
increase their own child benefits with provin-
cial funds, and the latter reverses progress on
taking children out of welfare. For jurisdictions
like Ontario, which has neither partially nor
fully restructured, it will clearly beto the advan-
tage of all parties to agree on an appropriate
funding model to complete the NCB initiative.

The federal government’s suggested
restriction also has consequencesfor the longer-
term goal of a reunited, one-tier, Canada Child
Tax Benefit encompassing both the basi ¢ benefit

and the supplement. For now thereis, in effect,
yet another tier. The National Child Benefit
Supplement has been split into two parts: the
portion which can be used for offset purposes,
and the portion that provinces have been asked
not to touch, as of July 2003. We have moved
farther and farther away from transparency.

Another practical consequence of the
federal government’s Budget statement is that
the $2,500 CCTB maximum level agreed on in
1999 as a benchmark 1ooks more and more like
thelimit Ottawawill place on its contribution to
welfarerestructuring. In effect, the federal gov-
ernment is asking provinces that have not yet
undertaken restructuring to contribute much of
the money needed to bring the NCB initiative to
completion. This practice is clearly not the
answer, asfunding for restructuring will become
hopelessly tied to the issue of NCBS pass-
through versus clawback.

Providing adequate child benefitsthrough
the NCB initiativeisessentially adifferent issue
from restructuring social assistance and provin-
cia child benefits. The need for higher welfare
ratesisnot necessarily best met through the NCB
inany event. Tying thetwo issuestogether slows
the progress that could be made on both.

Thefedera government would have been
better off encouraging provinces to restructure
earlier and asking them clearly to make a con-
tribution to that restructuring. That way, the ulti-
mate design and adequacy of child benefitswould
not hinge on what provinces and territoriesdo or
do not do with their social assistance programs.
If provinces that continue to offset the child
benefit take the federal government at its word,
they simply would accept all scheduled NCBS
increases through 2007 and add them to their
welfare payments for children. In order to take
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children out of welfarein thefuture, each of these
jurisdictions would have to find the funds from
sources other than the NCBS to complete the
restructuring exercise.

Ontario did not accept the federal chal-
lenge in 2003 but did so in 2004 under the new
Liberal government. The provincetherefore has
suspended NCBS-funded increases to its
reinvestment pool until 2005, at which time the
province may restructure. With the 2004
reinvestment pool, the province of Ontario may
decide to make available its reinvested offset
fundsfor restructuring social assistance benefits.

In successfully challenging provincesand
territories to pass through NCBS increases to
socia assistance recipients, Ottawa needs to
come to the redlization that it may have placed
its signature income security initiative of the
millennium period in a state of suspended ani-
mation. Onthe one hand, thefedera government
isinfavour of alower welfare wall, better work
incentivesand adiminished rolefor welfare. On
the other, it asked provinces to raise the wel-
farewall, reduceincentivesand increasetherole
of welfare. Ottawa continues the NCBS as a
separate entity for the purpose of welfare off-
set; at the same time, it asked provinces to stop
using it for that purpose. Having redlized the
consequences and contradictions of Minister
Manley’s Budget announcement, a new gov-
ernment in Ottawa should return to the job of
completing the National Child Benefit initiative.

Getting Past the Problem

Thereal answer liesinremoving theissue
of pass-through of NCBS from the funding
debate altogether. This removal could be
achieved if the federal government introduced

new funds for restructuring, as part of the new
Canada Social Transfer, consistent withtherules
set out in the original reinvestment framework.
There are good reasons to do this:

e Child poverty and child benefit adequacy are
issues too important to be mired in funding
debates about welfare.

e Funding welfare reform is a separate issue
from providing adequate benefits for chil-
dren, especialy aswelfareisnot the answer.

e Welfare standards and the restructuring of
welfareareimportant issuesin their ownright
— for the sake of work incentives for all
employable adults.

The NCBS clawback debate is an issue
of mechanics as opposed to these fundamental
social policy concerns. It should not be allowed
to obscure them.

Part I1: A Restructuring Toolkit for
Ontario

Why is Welfare Reform Still Relevant?

In Ontario, as in many North American
jurisdictions, welfare reform is still relevant
because we have a 1966-style benefit structure
which does not support 2004 work requirements.
The structure creates a ‘welfare wall’ — a dis-
incentive to work. Welfare recipients are asked
to give up amost al their welfare income, and
most if not all their in-kind benefits, in order to
make sometimes tenuous attachments to a
paid labour force where those benefits are often
absent.
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Society and thelabour market, in genera,
pay dearly for an economic equation that does
not work. Welfare caseloads stay stubbornly
high, while want ads grow old in storefront win-
dows. This happens because social assistance
programs are constructed in amanner that makes
taking ajob unaffordable. Meanwhile, supports
to low-wage workers outside of the welfare sys-
tem are so meagrethat al the welfare cutsin the
world cannot seem to make the low end of the
labour market sufficiently attractive to make the
jump to it from welfare.

In the 26 years between 1967 and 1993,
largely spurred by inflation, Ontario increased
socia assistance rates 23 times, establishing a
substantive income security safety net. The
socia assistanceratefor asingle personrosefrom
about $100 per month to $663 per month, an
increase of 563 percent in nominal termsand 34
percent in real terms.

Intheten yearssince 1993, Ontario froze
welfare income for people with disabilities and
lowered the rates for the able-bodied by 21.6
percent (effective October 1995), resultingin an
inflation-adjusted reduction of more than 35
percent, losing al (and more) of itsreal gainsince
1967. This drastic reduction was enabled by a
major shift in public perception. For the last
decade, poverty hasbeen seen asapersonal defi-
cit, rather than asocial problem. Eveninflation
protection, previoudy asociety-wide expectation
for social programs, is no longer present in
welfare design. Itisamost asif even inflation
has become a part of the personal deficit that
people living in poverty are expected to over-
come.

Welfare—at least intheformit had taken
on by 1993 — had become completely unsus-
tainableinthe public view. Tenyearslater, after

a series of reductions and restrictions, welfare
programs of any kind remain enormously unpop-
ular in Ontario. In addition, paid work outside
the home continued its ascendancy in the mind
of the public as the best alternative to welfare
for al working-age people without disabilities.

Continually eroding benefit rates are
accompanied by high levels of scrutiny into the
lifestyles of recipientsthrough webs of restrictive
rules and relentless public preoccupation with
fraud. Social assistance probably hasnot carried
such stigmasinceits beginnings several decades
ago. Precisely because of their distaste for wel-
fare, most Ontarianslikely would agreethat chil-
dren and people with disabilities have been
unfairly trapped in that stigma. That iswhy itis
timetolook again at Transitionsand its proposal
to deconstruct Ontario’s welfare system.

Are Welfare Reform and Restructuring Still
Possible?

Welfare reform and restructuring are
probably more possible now than they werewhen
the origina Transitions vision was released in
1988. Changes in the intervening years, nota-
bly the National Child Benefit initiative, dis-
cussed earlier in this paper, have opened some
of the necessary doors to reform. In terms of
public mood, Transitions certainly had morein
common with the anti-poverty initiatives of the
1930s and 1960s, when poverty was seen as a
societal or macroeconomic issue more than a
personal deficit. But Transitionsalso wasdeeply
interested in practical, personal solutions for
employable adults — solutions that resulted in
lasting labour force attachment, a view that is
much in line with the today’s public mood.
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Essentially, the Transitions vision said:

e takeprogramsfor peoplewith disabilitiesand
all benefits for children out of welfare and
providethem with legitimate, publicly popu-
lar, income security programs.

e fransform welfare into a labour market
program for able-bodied, working-age adults.

Reforming and Restructuring Social Assistance
in Ontario: A How-to Manual for Welfare
Design Technicians

This section works through the mecha-
nics of reforming and restructuring the Ontario
system over the next ten years, operating on the
assumption that Ottawawill continueto complete
the National Child Benefit initiative, and the
Ontario system will continue to mature to the
point where children can be removed from basic
social assistance.

Much will haveto change. Asnoted ear-
lier, Ontario still payswelfare benefitsaccording
to the size and composition of the family unit
and operates a number of other programs that
havethe effect of isolating socia assistancerecip-
ients from the labour force. At the same time,
these add-on programs are unfair to the working
poor outside the welfare system as well as to
people who both work and receive welfare.

This portion of the paper has been writ-
ten with the welfare design technician in mind,
athough it attemptsto makethe argumentsacces-
sible to ageneral audience.

Sop the * Clawback’

Ontario could stop ‘ clawing back’ NCBS
benefitsfrom welfarefamilies. Thereare severa
considerations around the timing of this move.
Ontario should consider its timing for stopping
the clawback, so that this occurs at atime when
there is greater advantage to the restructuring
exercise and ultimately to those affected:

e Time will be needed to make all the appro-
priate changes to automated systems.

e [t would be best to stop the clawback just in
advance of afederal increase to the Canada
Child Tax Benefit, so that al low-income
parents are able to obtain the full amount.

e Leadtimeisneeded to change legidation.

e Social assistance administrative bodies will
need time to make needed adjustments, train
staff and appropriately inform the public and
recipients.

Accordingly, June 2006 would be agood
target date for accommodating these timing
needs.

Restructurethe Ontario Child Care Supplement
(OCCS) for Working Familiesto Create a New
Benefit for Children in Ontario

The OCCS is similar to the federal
Working Income Supplement that was eliminated
from federal child benefitsin 1997. Itispayable
only to families with children under age 7. The
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OCCS could beredesigned for children up to the
age of 18, harmonized with the NCBS rulesand
re-branded as a Child Benefit for low-income
children in Ontario.

A number of rules would have to be
synchronized, including:

e residency and other eligibility rules

e income rules, so that the Ontario benefit
would have atrue income test as opposed to
an earned income test (this change would be
profound as it means that persons without
work would be €eligible for the benefit)

e income thresholds, taxback rates and
breakeven points.

There certainly will be some valid criti-
cism of thisapproach, astheideaof two identical
benefits seems to stand directly in opposition to
the NCB principle of removing overlap and dup-
lication. Nevertheless, the experience of other
provinces at various stages in the restructuring
exercise suggests that ‘what works' is either an
integrated or dual federal and provincia pre-
sence in income security for low-income chil-
dren.

Provincial and territorial governments
want and need to be publicly associated with such
a program. Of course, Ontario and the federal
government could harmonize delivery of the
benefit and have joint visibility on a cheque or
statement to recipients. Regardless of whether
it isone cheque or two, the important thing isto
move away from the current situation, in which
these related benefits have real, complex dif-
ferences in design, delivery, eligibility and
appearance.

Two large problems face the redesign of
the OCCS. To keep costs redistic, the value of

benefits for children under age 7 would have to
be reduced in order to pay for the extension of
the program to children up to 18 years of age.
At the same time, conversion from an earnings-
tested model to a true income-tested program
would haveto take place. To minimizetheimpact
of thisbenefit reduction, Ontario could phase out
the current design over seven years and ‘ grand-
father’ parentswho aready receivethe OCCS at
current levels. All otherswould receive the new
lower benefit. The new design would be com-
pletely phased in by 2013.

If harmonization in child benefit design
can be achieved, further work can begin in ear-
nest on other issues, such as the real effect of
combining recovery rates on the combined bene-
fit. Harmonization hasbeenlargely unexamined
up to this point, smply due to the sheer com-
plexity of theinterface between the two program
designs. Movingtoacommon designwill reveal
further issues that can be tackled at a later date.

A longer-range but desirable goal for
provincia andterritorial tax creditswould bethe
pan-Canadian harmonization of provincial
benefits, so that they become integrated and
portable.

Redesign Social Assistance Rates

Redesigning social assistanceratesisthe
most complicated aspect of restructuring, espe-
cially inOntario. Inthisprovince, welfarerates
are designed as a set of ‘building blocks.” For
example, the rate for a couple is equal to an
amount added onto thesinglerate plusthesingle
rate. The rate for a mother with two children
is the single rate plus an amount for the first
child plus an amount for the second child. This
building block design makes redesign more
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complex, as the rates for adults and children in
various combinations are so intertwined.

A second problem emanates from what
is known as the single-parent supplement,
meaning that the first child in a sole-support
family ispaid arate equivalent to what a second
adult is paid in a two-parent family. The
significance of the single-parent supplement is
that it will take a much higher child benefit to
wash out the value of the current welfare benefit.

Finally, Ontario paysbasi c needsbenefits
in addition to shelter rates such that each part of
therate (basic plus shelter) makes up the overal
maximum benefit. Both basic and shelter
benefits are paid on behalf of children in both
two-parent and lone-parent families.

The Technicalities: Fixing the Building Block
Problem and the Single-Parent Supplement

Before February 2003, welfare techni-
cians believed that the NCBS would continue to
be offset in Ontario and ultimately would grow
to the point that welfare rates would be washed
out by theNCBS. At that point, clawbackswould
stop and the NCBS (along with the basic CCTB)
would become the child income program for al
Canadian children. Although Ontario is not
required to follow Ottawa's directions, the 2003
federal Budget request may have had some
bearing on the decision to passthrough the more
modest 2004 increases in the NCBS.

Should Ontario nevertheless decide to
restructure, the province can avoid some of the
particularly high costsit would occur in the rate
matching exercise by changing its methodol ogy.
Thisrestructuring involvesmoving fromwhat is
known as the difference methodology to the
designated methodol ogy.

Thedifference methodology isa‘ building
blocks' approach to benefit design, whereas the
designated approach simply setsout or designates
a benefit amount for a particular family.
Individual rates for components of the benefit
structure do not have to add up (single rate plus
first child plus second child and so on). The
distinction between difference and des-
ignated was first put forward by Battle and
Mendelson for purposes of comparing child
benefits among jurisdictions in Benefits for
Children: A Four Country Sudy. Battle and
Mendelson faced one of the less tractable pro-
blems in attempting to compare and contrast
income security programs across national boun-
daries.

To undertake this study, we first had to develop a
workable and consistent definition of ‘child
benefits.” Despite the similarities of the four
countries, this task has proved surprisingly
difficult. We ended up using two definitions.

One approach defines child benefits as income
benefits formally designated to help pay for
children’s expenses. For example, a single
childlessindividual in aCanadian province might
get say ... $500 a month from socia assistance,
while a lone parent may get an adult benefit of
$700 and a benefit intended for the child of $100
amonth. Using the ‘designated benefits' meth-
odology, the children’'s benefit would be $100 a
month in this hypothetical example.

The other approach to defining child benefitsisto
look strictly at the difference between what a
household gets when a child is added on. Using
the difference method in the above example, the
children’sbenefit would be the difference between
what an adult gets with achild and what the same
adult would get without achild and everything else
being equal. Using thisdefinition, the child benefit
would be $300 amonth (i.e., $700 for the parent +
$100 for the child equals $800 for the lone parent
family, minus $500 for the single adult) [Battleand
Mendelson 2001: 4].
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Restructuring welfare benefitsa sowould
involve a complex exercise in rate matching so
that low-income families do not lose as a result
of raterestructuring. It appearsthat British Col-
umbiamoved to adesignated approach to benefit
design when it created itsinnovative BC Family
Bonus program in 1996.

In Ontario, the difference approach to
child benefitsisbuilt into social assistancerates.
For example, themaximum ratefor asingle adult
(prior toincreasesto take placein 2005) is $520
a month. However, the rate for a mother with
one child under age 13is$957 amonth. That is
adifference of $437. Within that $437 are shel-
ter benefits of $186. The remaining $251 isthe
basic child benefit within welfare. It is this
$251 inwelfare benefitsto the child that must be
washed out by our proposed new system of pro-
vincial and federal child benefits, in order to take
this child out of welfare without losses to the
family. In other words, $251 a month must be
found elsewhere.

We now look at how this rate-restruc-
turing deficit could be made up using both the
difference and designated approaches to benefit
calculation.

Using the Difference Approach to Benefit
Design

Using the 2003 NCBS rate’ for a first
child, the supplement woul d support about $122
a month of the rate-restructuring deficit. This
would still leave a shortfall of $129 a month
($251 - $122 = $129).

Earlier, | recommended that the Ontario
Child Care Supplement be redesigned for chil-
dren up to the age of 18, harmonized with the
NCBSrulesand re-branded as abenefit for low-

income childrenin Ontario—at considerable cost
to the province. However, even if Ontario were
abletofully extend anew child benefit toall poor
families equal to the value of the current OCCS
rate of $92 amonth, therate-restructuring deficit
in this household would still be $37 a month
($129 - $92 = $37).

Because Ontario currently uses the dif-
ference or building block methodol ogy, the only
option left at this point would be to raise the
singlewelfarerate from $520 to $568 per month.
Thiswould makethe costs of restructuring higher
for the province, because therateincrease would
affect al childless people on welfare as well as
parents of children involved in the restructuring
exercise.

Using the Designated Approach to Benefit
Design

The purpose of using the designated
approach is to ensure that families that lose
their welfare benefits for children receive new
amountsfrom all sources (both child benefitsand
welfare payments) that at least equal what they
received before. The mechanicsof thisapproach
in the current example is explained in the next

paragraph.

Instead of matching each building block,
we would start with the $122 amonth in NCBS
and the $92 a month available through a new
benefit for children in Ontario ($122 + $92) or
$214 amonth. Deducting this amount from the
$957 in rates we need to match, we are left with
adeficit of ($957 - $214) or $743 amonth. Under
the designated methodology of setting rates, we
simply would designate an amount of $743 a
month asthe new ratefor alone parentin afamily
receiving social assistance. Inthisway, the for-
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mer rate of $957 per month from all sourcesis
preserved.

Under the designated approach, benefits
do not have to conform to the building blocks
that comprise them. Single people receiving
assistance would not move from $520. Their
rate would have to be reviewed independently
of this exercise. The benefit matching required
to restructure benefits for children, retaining
equal or greater value, would be complete.

Thedesignated approachisfar lesscostly
than the difference approach because:

e eachrateisdesigned or designated onitsown
— one rate does not depend in the same way
on the difference between itself and every
other rate paid

¢ thedollar amountspaidintheformof welfare
versus child benefits for a particular family
configuration can be adjusted (or designated)
up or down without causing the need for every
other rate to be adjusted to account for the
difference between itself and the other rate.

Calculating the Single-Parent Supplement
Using the Designated Method

The amount of the single-parent supple-
ment within welfare programs, using the des-
ignated method, is equal to the difference
between the single welfare rate and the new
designated single rate for alone parent.

This exercise of rate matching using a
designated benefit amount can now be repeated
for each rate, as shown in the table below.

Simplify Shelter Benefits

Ontario and severa other provinces div-
idetheir welfare benefitsinto two components—
abasic benefit and a shelter benefit. For exam-
ple, we saw earlier how Ontario’s $457 monthly
benefit for thefirst child in alone-parent family
is divided into a basic component of $251 and
$186 amonth for shelter. Ontario paysthe $186
for shelter for any second personin abenefit unit.
It does not distinguish, for instance, between the

Family NCBS New provincial Current welfare New ‘noloss desig-
type child benefit benefit (2004) nated welfare benefit
Single parent

and 1 child $122 $92 $957 $743

Single parent

and 2 children $105 $92 $1,086 $675

2 parents and

1 child $122 $92 $1,030 $816

2 parents and

2 children $105 $92 $1,178 $767
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presence of afirst child in alone-parent unit and
a second adult in atwo-parent unit.

If Ontario used the designated approach
torestructure benefitsfor familieswith children,
the province would be faced with the option of
dividing up the new designated benefit into a
shelter amount and a basic benefit amount. In
the examplewe have been using of asingle parent
and one child, $743 could be divided into a
shelter benefit (currently $511 for a two-person
unit) and a basic benefit of $232.

Unpopular asthismay be, it isnot recom-
mended here that welfare rates be increased,
especially in the form of shelter benefits. First,
there is no evidence that, in the absence of rent
controls, the new money would go to improving
access to accommodation for people on social
assistance. Indeed, there is plenty of anecdotal
evidenceto suggest that landlordswould use the
opportunity to raise rents.

Most income security programs do not
specifically recognize shelter costs even when
they take into account the income of the target
group covered. The federal Old Age Security
(OAYS) and the Guaranteed Income Supplement
(GIS) aregood examples. However, when mon-
thly benefit ratesaretied to monthly rental levels,
markets have a tendency to levy charges that
approximate the amounts that people receive
fromincome programs. Accordingly, thereisone
way that restructuring could benefit people on
socia assistance—i.e., to take the opportunity to
pay one overall rate that is not differentiated
according to shelter and basic needs.

There are severa persuasive reasons to
move in this direction:

e Benefits already have eroded by more than
35 percent in real terms since 1993 due to

the combination of rate reductionsand infla-
tion, which translates into very low monthly
maximums.

e The majority of recipients in market rental
accommodation receive the maximum bene-
fitin any event, especially in urban areas.

e Landlords and tenants would make rental
level decisions without being influenced by
“how much welfare will pay.’

e A significant and costly aspect of admin-
istration (collection of rent receipts) would
be removed.

e Overall benefit design would be greatly
simplified.

Accordingly, it is recommended that
Ontario move to one overall set of designated
social assistance rates that do not distinguish
between basic and shelter benefits. Overall
rates could be reduced where recipients reside
in subsidized or other very low-cost shelter
arrangements.

Extend Eligibility for Health and Other Benefits

One of the impacts of taking children
out of Ontario’s welfare system is that social
assistance benefitswill go down. Thisreduction
hasthe effect of dramatically lowering breakeven
levels. Thebreakeven level isthe point at which
outside-of-welfare monthly income reduces
social assistance benefitsto zero. It would take
less outside income to reduce benefitsto zero as
theinitial amount would be lower.

In the example of the lone parent of one
child we have been using, taking the child out of
social assistanceresultsin areduction of welfare
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benefits from $957 a month to $743 a month.
For income-tested programsthat provide benefits
only in the form of income, such as the federal
Guaranteed Income Supplement, this does not
create a problem for benefit designers, as the
outside income has increased to the point that
the income-tested amount is presumed to be no
longer required. However, for welfare pro-
grams, this causes problems because many other
in-kind benefits are linked to the receipt of wel-
fare.

Currently, Ontario provides prescription
drugs without charge to social assistance reci-
pients. The working poor, on the other hand,
receive their prescription drugs through the
Trillium drug program, which has a variable
deductible formula that imposes charges (albeit
on aprogressive geared-to-incomebasis). Social
assi stance reci pientsreceive basic and emergency
dental services, but the working poor typically
have no subsidized dental care.

With lower breakevens, people moving
from welfare to work at low-paying jobs would
have to pay Trillium deductibles and lose sub-
sidized dental care. They also would become
ineligiblefor back-to-school and winter clothing
benefitsfor their children. It isoften the loss of
these benefits that causes working poor families
to go back on welfare. One alternative would be
to retain or ‘grandfather’ breakevens for clients
at thetime of restructuring, so that thesefamilies
would not lose their in-kind benefits. The more
lasting solution isto make the in-kind programs
available outside of welfare.

Two sets of solutionswould be required.
Thefirst set relatesto programsthat exist in some
form inside welfare now, such as prescription
drug benefit programs and dental care. The
second set relates to those programs that have

no counterpart outside of welfare — e.g., back-
to-school and winter clothing benefits.

Programsinsidewelfare, such asOntario
Drug Benefit Plan, basic dental, back-to-school
and winter clothing benefits, should be extended
to al low-income Ontario residents who pass a
financia test whereby their incomes are below
the current social assistance breakeven levels.
Breakevensvary according to variablestoo num-
erous to mention here. Consequently, the finan-
cial test based on current or higher breakevens
should be designed to take into account the
common variables that reduce or raise break-
even levels. This approach would achieve the
following goals:

e |t would prevent current recipients of social
assistance from losing benefits as a result of
restructuring.

e |t would extend needed benefits to the
working poor as a valuable incentive to
remain in the workforce.

e It would decrease the unpopularity of wel-
fare programsthat are seen asrewarding non-
work while punishing work effort.

If the Ontario government choosesto pur-
sue child benefit reforms, then programsthat now
serve the working poor outside welfare — such
as Trillium Drug and Children In Need Of
(dental) Treatment (CINOT) — could be retained
and continue to serve other Ontario residents.

Standardize Paymentsfor Children of All Ages

Two amounts are paid for children in
Ontario under welfare: one for children 13 and
older and alesser amount for children under 13.
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The NCBS makes no distinctions based
on the age of children in its benefit structure.
In restructuring its benefits, Ontario has two
choices:

e retainthecurrent benefit distinction between
0-12 and 13+

e equalize upwardsto the 13+ level.

Thereisevidenceto show that older chil-
dren have greater needs, but equally persuasive
evidence that very young children also have
unique requirements. While program complexity
and sensitivity are important features of good
benefit design, these factors must be balanced
with the desirability of moving toward the
transparency and simplicity of the mature child
benefit model. This paper recommends the
design of a uniform, portable child benefit — a
national approach, paying benefits that are
adequate to meet the needs of children at any age.
Consequently, child benefitsunder the designated
approach to socia assistance design should be
equalized at the higher rate for children. Using
our earlier example of a lone parent with one

child younger than 13, a decision to raise the
amount of the benefit to equal the 13+ ratewould
require the designated benefit to increase from
$743 to $786 per month.

Extend Reforms to the Ontario Disability
Support Program (ODSP)

Child benefits under ODSP were not
reduced in Ontario to the extent that they were
for able-bodied recipients and remain 21.6
percent higher than the rates under Ontario
Works. Children’s benefits in ODSP could be
restructured in the sameway asfor other parents
receiving social assistance, although thefact that
these benefits are higher makes them more
difficult to reform through the washout process
of the NCBS.

The methodology of the reform would
nevertheless be similar, as benefits for people
with disabilitiesare paid using the same building
block or difference approach as is present in
welfare benefits. In fact, the benefit structure

Family NCBS New provincial Current ODSP New ‘noloss desig-
type child benefit benefit (2004) nated welfare benefit
Parent and

1 child $122 $92 $1,324 $1,110

Parent and

2 children $105 $92 $1,589 $1,178

2 parents and

1 child $122 $92 $1,582 $1,368

2 parents and

2 children $105 $92 $1,770 $1,359

Caledon Institute of Social Policy 25



for ODSP is simply 21.6 percent higher overall
with an additional amount to compensate for the
extra needs associated with having adisability.

Moving from the difference approach to
the designated approach would have the desired
effect of creating a portable child benefit for
recipientsof ODSP. Therate-matching exercise,
using a designated benefit amount for ODSP
families, results shown in the table.

Related Reforms

| have argued in this paper that the
unpopularity of welfare programsbothin Ontario
and across Canada can be traced directly to the
fact that their design impedes rather than sup-
ports employment. Welfare benefit structures
were designed for 1966, a time when people on
socia assistance were considered to be outside
of the labour force. Welfare benefit structures
were designed to meet need and only nominally
to support any kind of sustained work effort.
Since then, many things have changed. Welfare
recipientswith children no longer seethemselves
as ‘employed’ in the home. Wage-based work
has become the desirable norm for both men
and women in our society. At the same time,
welfare programs have made work and training
requirements much more stringent.

However, the benefit structures have
remained the same. People who earn a dollar
lose a dollar. Restructuring the social assis-
tance system to create a portable child benefit
(effectively removing the payment for children
from welfare) means that a parent can re-enter
the labour force safe in the knowledge that the
benefits to her child will remain in place until
sheisearning $22,615 ayear in net income —an
amount subject to yearly indexation.

A federa and provincial child benefit, one
that was adequate, truly portable and harmonized
with the social assistance system, would mean
that low-income parents could begin to compete
in the labour market on the same basisas single
people and couples who do not have children.

Thisreform raisesimportant i ssues about
re-orienting benefit programs in other ways to
both meet need and support work effort. Welfare
cannot be deconstructed without understanding
the manner in which low-income people engage
in the workforce.

Low-I ncome People and Work

Consider the monthly figure of $1,066.
That isthe gross amount of the hourly minimum
wage of $8.00 that will be paid in Ontario as of
February 2007, multiplied by the average number
of hours(31) worked per week by full-time, mini-
mum wage earnersin Ontario.

Canadians and Ontarians have a more or
less articulated expectation that working-age
adults should work, if they are physically and
mentally able. We feel strongly that people
should be prepared to work if they can secure a
job, rather than collect welfare. Viewed in the
light of the amount of $1,066, however, this
expectation trand atesinto the notion that $1,066
isaviable aternative to welfare.

Theamount of $1,066 amonth works out
to just short of $13,000 per year. Without too
much imagination, it should be possible to
understand that only a person in very special
circumstances could afford to work and live on
thismuch money two yearsfrom now, especialy
inthe Greater Toronto Areaor the City of Ottawa.
For example, low-cost shelter benefits in the
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context of an extended family with multiple
formal and informal supports would comprise a
‘special situation.” Thereislittle point in going
through the cost of rent, transportation, work-
related expenses, food and personal necessities
to demonstrate that thisincome would be insuf-
ficient to make paid work viable.

Canadians often formulate the problem
this way: “Welfare recipients could work but
they receivetoo much from welfareto makework
viable.” Inaway, thisconclusioniscorrect: Work
isoften not viable. But thereasonisnot because
welfare istoo high but because the cost to work
and live in most communities (at minimum or
low wages) is too high. That is why the want
ads stay in the store windows while social
assistance caseloads stay stubbornly fixed by
historical standards. For much of the postwar
period, caseloads (including persons with dis-
abilities) stood at 5 percent of the population.
Currently, caseloadsin Ontario stand at approx-
imately 5.6 percent (675,000 out of apopulation
of 12.1 million). What can be done about this
dilemma? Some of the recommendationsin this
paper will help, such as prescription drug and
dental programs paid outside of welfare.

The federal government could be called
upon to make changesin Employment Insurance
(El) to ensure that al Canadians who are |abour
market-bound receive the benefits available
through this program. EIl is a program whose
coverage of working age Canadians has eroded
over the years. Provincial governments like
Ontario’s that have not increased minimum
wagesregularly could be called upontoincrease
minimum wages to restore their purchasing
power to 1993 standards. In Ontario, munici-
palities — the level of government that is most
likely to hear about poverty first hand — can be
called upon to increase stopgap programs, con-
sistent with their capacity to fund income security

within their borders.® But for Ontario, it is
unlikely that theincreaseswill beenoughinlight
of 11 years of cutbacks.

The Case for | ncome Supplements

Transitions made an important recom-
mendation on therole of income supplementation
of the working poor:

With only a few exceptions, the working poor
derive no benefit from social assistance programs
... The problemsfacing theworking poor are severe
and fundamental. They will only be resolved by
reorienting the income security system to help
people who are poor, but in the labour force
[Socia Assistance Review Committee 1988: 118-
119].

The provincial government should begin nego-
tiationsimmediately with the federal government
to design and implement a comprehensive pro-
gram of income supplementation to top up the
wages of low-income workers [Social Assistance
Review Committee 1988: 285].

In 1988, the Social Assistance Review
Committee recognized the importance of coop-
erative federalism in stating that it would be
impossible for Ontario to go it alone on welfare
reform. Today, we are preparing for renewed
discussions and debate on the Canada Social
Transfer, which will focus on the completion of
the National Child Benefit initiative and the
restructuring of social assistance. Income sup-
plementation should be a part of these dis-
cussions, for any income supplementation plan
would have to be harmonized both with social
assistance and the NCB.

In preparation for those discussions, there
are two guestions to ask:
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e What istheamount above $1,066 amonth
required for people to meet the costs of
working and living, so that they can stay
in the labour force on along-term basis?

e What is the level and mix of other ser-
vices, such as non-cash benefits, housing
and child care required to meet the same
goal?

In 1988, Transitions recommended $150
a month in supplements for low-income adults
who worked at levels where they no longer
qgualified for welfare but whose wages were
insufficient to meet their needs. Adjusted for
inflation, the amount would now approximate
$200 a month. Granted, many other variables
and assumptions have changed intheintervening
period, but $200 amonthisagood level to begin
the discussion. The Social Research Develop-
ment Corporation (SRDC) is continuing to
evaluate its well-known self-sufficiency project
(SSP). It has found that income supplementa-
tion can save welfare dollars. The proposal in
this paper supportsfull-time as opposed to time-
limited supplementation as evaluated by SRDC.

Finding a New NCB | nvestment Model

| have argued that the 2003 federal Bud-
get announcement (discouraging the offset of
new increasesto the NCBS) would cause serious
damage to the welfare restructuring mechanism
builtinto the original design of the National Child
Benefit initiative. Unpopular as the claw-back
is, it is not possible to annul this funding
mechanism for reinvestment and, at the same
time, expect investment programs (under the
NCB) for children to grow.

There has been a moral imperative for
provinces to spend all money realized through
NCBS offsets on programs related to its goals,
and to passonincreasesto those programsyearly,
as the NCBS increased. The terms of this
imperative have been largely met. The money
has been spent. If the federal government has
abandoned thisinvestment model, wherewill the
money for these programs, and for supporting
further welfare restructuring, come from?

Even without thisdevelopment, the NCB
model has built-in limits to the growth potential
of provincia reinvestment programs. In New-
foundland, at the point that the NCBS fully
passed through to families with children, rein-
vestment amounts were crystallized at the value
of thelast offset. The samething appearsto have
occurredin NovaScotia. If Ontario restructured,
the same thing would happen there— crystallized
reinvestments|osing value over timeto inflation.

To continue increasing child-based invest-
ments, a new model for continuing the work of
the NCB initiativeisurgently needed. That new
investment framework should look at al aspects
of child-based programs. The vehicle for this
new approach is the Canada Social Transfer.

NCB Redesign

The federal government, in consultation
with the provinces, created adesign for national
child benefits with two components: the basic
Canada Child Tax Benefit (CTB), now received
by 90 percent of Canadian families, and the
National Child Benefit Supplement (NCBS), paid
to low-income families (both the working poor
and those on welfare). The supplement portion
was deliberately separated out to provide a
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distinct vehicle, separate in reality and in law,
to be recovered as the funding mechanism for
reinvestment and welfare restructuring.

With Ottawa’s announcements in Feb-
ruary 2003, we are now very close to the limits
of the NCB design. For if the CCTB and the
NCBS are both passed on (i.e., not recovered in
any way), thereis no longer any requirement to
separatethem. Moreover, if most provincesand
territories restructure their social assistance and
child benefits, there is no further legal or pro-
grammatic need for the NCBS asa separate entity.

These circumstances mean that there is
an opportunity to create a one-tier design for
national child benefits. There are enormous
advantagesto thisredesign, not theleast of which
is returning to the transparency of one overall
child benefit for al childrenin Canada. Theother
advantage is renewed flexibility to reduce what
some claim to be onerous taxback rates in the
design of the NCBS.

The current disincentive relates to the
differencein thetaxback rates and thresholdsfor
the two different components of national child
benefits. The Canada Child Tax Benefit portion
—the portion that is almost universally received
by Canadian families—hasataxback ratethat is
2 percent for one child and 4 percent for two or
more children, which means that benefits above
the net family income threshold are reduced at
therate of 2/4 percent for every dollar of income
above the threshold. The benefit continues in
reduced amounts to families up to a net income
of $95,400. By contrast, the NCBS portion —
that benefit which is received only by low-
income families — reaches its turning point at
$22,615 in net income. Thereafter, there is a
drastic, steep reduction in the supplement, with
ataxation ratethat can beashigh as32.5 percent,

reducing the supplement to zero by the time the
family’s net income reaches $35,000.

As long as the thresholds and break-
evens are aligned with tax brackets and other
federal indexation regimens, increases to the
NCBS will cause ever-increasing taxback rates
for low-income, working parents. We must be
vigilant that we do not createan ‘NCB wall,’” not
unlike the welfare wall we sought to take down.

A one-tier design would free child bene-
fits from its current constraints. For example,
the turning point could remain the same, but tax-
back rateswould be madetolerable by decreasing
NCBStax back ratesand increasing very dightly
the rates on what is now the CTB portion of the
benefit. Keen observers of the NCB have noted
that the turning point for benefit reductions in
2003 was moved backwards for the first time
since 1998.

Since the 2003 federal Budget, an addi-
tional complication hasarisenin uniting national
child benefits. The Budget’s stipulation that
future increases to the supplement may not be
offset means that the Canada Child Tax Benefit
now has three components:

e thebasic Child Tax Benefit

e the part of the National Child Benefit Sup-
plement that is offset or clawed back from
social assistance or other child benefits

e the part of the National Child Benefit
Supplement that is not offset or clawed back
from social assistance or other child benefits.

This three-part policy does nothing for
transparency, and should not survive in the
medium to longer term.
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The Cost of Restructuring in Ontario

Ontario now pays almost $4.6 billion
(including municipal expenditures) in social
assistance. It pays $460 million for prescription
drugs for recipients and many million dollars
more for dental services.

Funding the restructuring of social assis-
tance in Canada will require a new cost-sharing
agreement between the two senior levels of gov-
ernment — one that jointly and fairly shares the
costs of restructuring, as recommended in the
Transitions vision. Restructuring isimpossible
without anew agreement because most provinces
and territories have redirected their social assis-
tance savingsinto reinvestment programs. They
used the money to pay for programsthat met the
objectives of the NCB initiative.

If aprovince like Ontario now goes for-
wardingood faith to restructurewelfare, it begins
to usethat reinvestment money to pay for restruc-
turing. The costs of maintaining the reinvest-
ment programs could then be in question.
Furthermore, the province would have to find
additional fundsto pay for the collateral costs of
restructuring, such as:

¢ extending reinvestment programssuch asthe
benefit for children in Ontario to all poor
childrenupto age 18, not just thosein welfare
families ($300 million). A simple extension
of benefits in the $200 million OCCS
program would nominally cost $300 million

e extending in-kind benefits, such as drugs,
health, and dental care, to the working poor

e merging shelter benefitsinto overall welfare
rates, bringing some people up to a new
standard rate for shelter

e developing aresponsiveness program ’

e financing the administrative, systems and
human resource costs of restructuring.

All of the costs noted above are new, and
they amount to about a half billion dollars.

There are certainly savings to be found
in reducing welfare to an adults-only model.
There will be real savings in removing welfare
benefits for children through the designated
approach, and there will be administrative
savings achieved through simpler program
designs. Therearealso soft, but nonethelessreal,
savingsachieved by creating socia programsthat
work, and that hel p people engage with the labour
force in asustained way.

These costs and the resulting benefits
should be compared with the alternative: to
attempt to restore welfare rates to something
approaching 1993 levels, without reforms to the
system and against all popular sentiment. The
cost to restore social assistance benefits to the
level they reached in 1993 (a 35 percent increase
adjusted for inflation for Ontario Works and 14
percent for ODSP) would be more than one
billion dollars, based on current caseloads. This
cost projection isbased on a 14 percent increase
to ODSP levels and a 35 percent increase to
Ontario Works based on current municipal and
provincial costsof approximately $4.6 billion for
2003-04.

Even a more redlistic costing, one that
went half-way to restoring 1993 purchasing
power for Ontario Works, while providing
inflation protection for ODSP, would cost more
than half abillion dollars. Thispaper hasargued
that the money is better spent on restructuring
and supporting a system that meets the needs of
anew century.
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The federal government’s recent sug-
gestion that a child benefit increase should be
passed on to children of welfare recipients may
haveat |east onegood side: It signalswillingness
to sharein social assistance costs. Ottawashould
agreeto funding avery significant portion of the
costs of restructuring through negotiationsrel ated
to the Canada Social Transfer. A 50 percent
contribution would not be out of line. That
contribution would open theway for restructuring
to take placein all provinces and territories, and
permit the creation of a single child benefit for
all Canadian children.

Conclusion: The Dividend Paid by
Restructuring

Conclusions are as good a place as
any for disclaimers. There are many elements
that would make up an overall reform of the
income security system in Ontario and Canada.
Transitions, in a chapter on “ Related Reforms,”
considered more than 30 areas — from housing
to health and from emergency services to the
voluntary sector. It looked at the Constitution
and child care and public attitudes, all of which

require changeto support the Transitionsvision.
It was not possible to be as comprehensive in
thispaper, but it isimportant to acknowledge that
changein all of these areaswould strengthen and
support welfare reform.

Although change cannot and should not
occur in isolation from these complex factors,
we must do what we can with the opportunities
we have beforeus. There are certainly elements
of social assistance reform that can be under-
taken now, indeed much more readily than they
could have been undertaken in 1988.

Ultimately, the restructuring of social
assistance and child benefitsin at least 11 juris-
dictionswill makeit possibleto have oneoveral,
transparent and portable child tax benefit going
toall Canadian families, but in different amounts
based on their income. Manitoba and New
Brunswick fully pass on the NCBS.

This is the dividend that comes from
restructuring. It isanimportant dividend. Cou-
pled with a new Canada Socia Transfer, it will
create a system of income security that values
children and prepares Canada to meet the needs
of the 21% century.
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Endnotes

1. This paper does not address the recommendations for
reform that Transitions made regarding programs for
people with disabilities, which included disability
insurance and an income plan.

2. It might be more accurate to include Quebec in the
mature benefit model, although Quebec has not joined
the NCB initiative and sets children’s benefit levels
independently from it. The common element (and the
acid test for this category) across Nova Scotia, New-
foundland and Quebec is that the NCBS is passed on to
all low-income parents, whether they receive social
assistance or a provincia child credit. Quebec’s future
treatment of the NCBS will be taken in the context of a
larger reform of benefits. http://www.rrg.gouv.qc.ca/an/
famille/10_01.htm

3. Manitoba has ended the clawback. Manitoba stopped
recovering the NCBSfor children agesix or under in 2001-
02. In 2003, recovery stopped for children aged 7-12.
http: //mww.gov.mb.ca/finance/budget02/speech/03.html

New Brunswick and Manitobawill not bein aposition to
take part in the completion of the NCB welfare reform
agendaas originally envisioned, because neither take part
in the recovery/reinvestment model. They are therefore
not in apositionto replacethewelfare portion of children’s
benefitswiththe NCBS. The NCBS simply must float on
top of existing benefits, leaving each of these provinces
to pursue “in-province” welfare reform agendas. See
Federal Provincial Territorial Ministers Responsible for
Social Services. See also the CCRA website, where
integrated (but not necessarily harmonized) benefits are
inventoried. http://www.ccra-adrc.gc.ca/benefits/
related programs/menu-e.html

4. Minister Manley’s Budget proposed that the provinces
pass on the increase in the NCBS that took the latter to a
maximum $122 a month in July 2003. With the pass-
through of the 2004 NCBS, the $122 offset remains the
same in Ontario. http://www.fin.gc.ca/budtnoce/2003/
budliste.htrm#speech

5. Aninteresting presentation noting the municipal posi-
tion on restructuring social assistance was provided to the
Association of Municipalities of Ontario in early 2003.
The AMO Community and Social Services Task Force, A
Child Supplement Proposal (February 28, 2003) delves
into the detail of financing of restructuring changes and

their impact on provincial and especially municipal
finances.

6. Calculated based on the Ontario Budget 2003, plusthe
20 percent share from municipalities.

7. Seepage 12 for adefinition of “responsiveness.”
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