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*  Much has happened in the world in the two years since ;te ] 6
Boverty and Welfare in Alberta wag written. Yet, in the arca of ‘povarty and

economic impact, In faet, welfare recipients in Alberts were relativaly
worse off in 1973 than they were in 1970, This has oceurved in spilte of the
fact that Albertats économy has been among the strongest fn Canada and that
Alberts's unemployment rate ig the lowest, 1In short, welfare recipients
and the working poor have benefitted iirtte from Albattatg econocmic

The information in this supplement updates that found in Alternatives,
to the sxtent that such ney information jis avaiable, Analysis and comments
are givefr'about the nature and significence of theag new circumstences.

The format of the supplement follows that of Alternatives, to aid in easy -
comparisofi, The supplement ig incomplete by {tgalf and should be resid ins -

this suppiement 1f conditions have rémained basically the same, Tables\ia
the supplement correspond to those in Altegnativeg and do not follow -



Recent tises in personal income and the cost of living necessitate
updating 6f poverty lines (Table 1:1). For reasons mentioned in Alternatives,

we consider the Senate Committee poverty line thae moat vealistic and
appropriate one,

TABLE 1:1

Comparison of Senate Committee and Statistics Canada/BE.C.C. poverty lines by
family size, estimated for 1973. (Data not yet availahbla to parmit calculation -
of 1974 poverty lines.) '

Family Unit] Senate Committee Statistics Canada/

Size Poverty Lines ($) | E.C,C. Poverty Lines ($)]|

H 2,650 2,150 _ : ' N
2 4,440 3,600 S :
3 5,320 4,320

& 6,210 5,040

5 7,100 5,760

10 11,520 5,760

Source: Estimates supplied by Canadisn Council on Social
Development, Ottawa, July 15, 1974,
! For definitions of these poverty lines, see
page 3 of Alternatives.

HELFARE RATES
TABLE 1:3

. Annual Maximum Standards For A Couple With Two Children Under Provincial Social
Assistance Programa, By Province, April 1973. (c). : ’

Newfoundland 2,940
Prince Edward Island 3,552
Nova Scotia - 3,300
New Brungwick 3,408
GQuebec 3,510
Ontarto 4,032
Manitoba (a) 3,864
Saskatchewan 3,972
Alberta’ (a) : 4,158
British Columbia (b). 4,200

(a) Rates effective May 1, 1973, {(Alberta's welfare rates
have been raised since this date,)

{b) Rates effective June 1, 1973,

{¢) We have been unable to obtain more recent figures for 311
provinces, " .

Source: Department of Mational Health and Welfare, Working Paper on
Social Security, Ottawa, April, 1973, p. 34.

1n December 1970, Albertats welfare rates for a family of four were
74.4% of the Senate Paverty Committee poverty line. (1), At the end of 1973,
Alberta's rates had declined to 66,97 of this poverty line. (2). Such a
family was, relatively, 10% worse-off in 1973, compared to 1970. 1n 1970, this
fomily was §$1,380 below the poverty line nnd $2,052 below in 1973, The poverty
pap has increased by $672 or 49%. 1In 1970, this family had 62% of the income
Canadians in general thought was neceseary to be above the poverty line, but by
" 1973, they had only 58% as much. These relative declines have occurved because.

(1) see Tables 1:3 and 1:4 in Altamatives.
{2) see Tables Ll and 1:3 of this supplement.
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" Alberta's walfare rates have not risen as fast as the standard of living, or
as fact as the welfare rates in many other provinces,. In the sixteen monthg
prior to June, 1973, food costs in Alberta vrose 12,5% but welfare food allowances
rose only 9%, Other aspects of the welfare aliovance were not raised at all
despite increased costs of living. Consequently, Alberta has been making
reciplents relatively poorer (compared to other groups and in actual purchasing
power), causing some to suffer from poor nutrition and even malnucrition. (1),.

TABLE 1:4

Comparison of welfare payments, minimum wage earnings, and poverty lines for
a family .of four, by province, 1%73, (1974 figures unavailable,)

$7000 |.. Gallup Poll Poverty Line (§7,150) *

-__....-.......-..-..._.w._.—....-_.-.._._.n_-..._........‘....-—_..........-...._....__

: Afinual Earnings at Federval
$4000 Minimum Wege ($3,952)

\\\\\mm[ |

m
P2

WA = Minimum Wage Levels (_February 1, 1973),

| ] - Welfare Levels (April, 1973; See Tabie 1:3),

SOURCE:" * Supplied by Canadian Council on Social |
© Development, Jjuly 15, 1974, -

(1)  See Edmonton Social Planning Couﬁcil, “The Public Asgistance Food
#Allowance Increase®, Edmonton, Jupe 1973,



TABLE 135

Incidence of Low Income in Canada (Definitions of low incoma used here do not
correspond to any "poverty lins'.)

HNATTACHED
FAMILIES, % INDIVIDUALS, %
1973

ALl units, Canada 14,1 39,6
Pamily siges 1 - 39.6
2 16.5 -
3 11,8 -
4 10,7 v
5 or more ‘ 15,6 -
By areat Atlantic Provinces 20,1 45,7
Quebec ' 16.2 41.4
Ontario 11.1 34,7

Frairie Provinces (including
" Alberta) 17,6 46,1
Alberta 16,5 - 38.8
British Columbia 8.8 40,6
By community size: 500,000 and over 1L.9 37.0
100,000 - 499,999 12.3 36,8
30,000 « 99,999 13.9 42,7
15,000 - 29,999 . 12,3 35.6
8Small urban areas 16,5 48,6
Rural areas 18,3 47.3
By sex: Male 11.1 32,6
Female 45.1 45,3
By age of household head: 24 and under 15,4 38,4
25 - 34 12,2 16,6
335 - 44 13.4 18,2
45 - 54 10,3 32.4
55 - 64 13.5 42,6
65 - 69 22,7 53.8
70 and 27.4 69.5

1972

By education: O-4 vears of schooling 33.8 62,7
5-8 years of schooling 19.5 47.6
Some secondatry 12.8 ‘34,4
Complete secondary 7.4 26,9
Some post-secondary 6.0 24,1
University degree(s) 3.2 14,1

" Source: Income Distribution by Size in Canada, Preliminary Estimates 1973,
Cat: 13.206, Statisties Canada, October, 1974; Lncome Distribution by Size
in Canada 1972, Cat: 132207, Statistics Canada, August, 1974,

“Notas: (a) 1973 figures are not yet available conecerning incidence by
education,
(b} Slightly different definitions were used for "low income" betwaen
1972 and 1973 figures used here, The 1973 definition reflects
more recent consumption patterns for Canadian families,

The figures above reveal:

(1} wunattached individuals are almost three times (2,8) as likely to suffer
from a4 low income as are fawmilies;

(2) family size does not appear to he a significant factor, although the larger
the family at a given income, the more severe will be the hardahips of low
incoma;
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(3}, Alberta families are more likely to have low income than the average
Canadfan family and unattached individuals in Alberta are slightly less
Hkely to have a low income than for Canada as a vhole}

L&) Generally speaking, the smaller the size of one's community, the more
iikely one is to have low income;

(5) Families headed by females are four times as Iikely to have a low income
as those headed by males. For unattached individuals, females have a 39%
higher chance of having a low income compared to males}

(6) Senior citizens (65 and over) and youth (24 and under) are most likaly to
have a low income (probably because they are less likely to be employed);

(7) Having less schooling is assoclated with a greater likelihood of having
a low income.

These patterns are bagically similar to those of 1967,

THE WELFARE RECIPIENT

TABLE 1:7

Canadians receiving Social Assistance, March 31, 1970-73 {including dependents).

% of
Canadian
Number{ %) Population
March 31, 1970 1,243,983 5.86
1971 1,460,064 6,78 '
1872 1,379,257 6,33
‘1973 1,221,413 5.54

(*) Includes only those receiving assistance on March 31 of
each year and dees not include all persons recejiving
assistance at some time during the year,

Sources:

(a) National Health and Welfare, Canada Assistance Plan R
Annual Report, 1969-70, 1970-71, 1971-72: 1973 [igure .
supplied by the Department, October, 1974, : :

{b) Canadian population estimates for April I of each year
from: Quarterly Estimates of Population for Canada
and the Provinces, Cat: 91-001, Statistics Canada,
Ottava,

By virtue of population growth alone, we would expect recipient numbers
to increase. Actually they have decreascd, Changes in unemployment rates
appear more likely to affeet the numbers than population growth, This supports
the suggestion that “employable" recipients will take employment when available,
The Edmonton experience further supports this suggestion (see Tables 1312 and
2:2), .

From July 1970 (see Alternatives, p., 5) to August 1972(1}, the number af
social assistance cases in Canada declined by 17.3% and tha number of dependents
incraeased by 14.1%Z, Therefore, Lhe assistance cases have actually declined more
than would be sugpested hy the figures for total recipients {including dependents)
found in the Table. above.

{1) Seec National Health and Welfare, Working Paper on Social Security in_Canada,
Ottawa, April, 1973, p. 50,




‘THE YWORKING FOOR

The welfare system continues to operate on the philosophy that if you work,
you look aftar yourself and only if you cannot work for some identifiable and
acceptable reason are you deserving of sasistance. For the most part, it has’
seldom occurred to legislators that 1t is possible to be fully employed but
still ip serious need, '

. Only recently in & very few provinees have soma positive changes begun,
Prior td 1973, no province systematically or clearly granted income- supple-
mentation to the working poor not on social assistance. In 1973, British
Columbia started a program to bring the nat earnings of low-income earners up
to the prevailing rates of social assistance, This fall, Saskatchewan will
begin supplementing the sarnings of low income workers up to an income levael
of approximately $10,000, depending on family size. Manitoba is just beginning
a guaranteed income experiment which includes the working poor, The City of
Toronto is seriously considering a program gimilar to that in British Columbia.
The Fedaral Government is also considering a general income supplementation
echeme to assist the working poor.(l), o

Alberta, however, does not appear to have any plans concerning gencral
income supplementation for the working poor. At present, it provides help to
& very tiny proportion of this group {(about 1,47 of the assistance caseloads).,
In 1971, Statistics Canada estimated that the working poor constituted about
half of Canada's poor. These families have a head in the labour forea who is
unable to earn an income sufficient to keep his family out of poverty,(2}),
Applying this to Alberta, there are likely almost as many working poor not
recelving assistance as there are people on social assistance. Thus in 1973,
for every case in which Alberta provided financial help (social assistance) to
working poor,there were probably betwsen 65 and 70 times as many working poor
who received no help and whe therefore remained in povarty. Obviously, poverty
is as much associated with working as it is with welfare,

(1) D, Ross, "is There A Need for Income Supplementation", Canadian Council
on, Social Development, Ottawa, April, 1974,
(2) ibid,



WELFARE CHEATING . THE MYTH _CONTINURS

people presently getting welfare do not deserve that welfare
the system", Almast onewthird of those intervieved felt that the cxtent of
abuse exceeds 40%, At the same time, over 30% of the sample said they knew

almost nothing about bublic assistance, 4 total of 75% said they knew only a
few things or less. (1),

According to Mr, K, Wass, respensible for welfare in Edmonton, and
Mr, W. Casselman, Director of provincial public assistance, scrious welfare
abuse is almost non-existant, Mr, Casselman estimates that only 1% of walfare
recipienis need to be investigated and only one-tenth of 1% are acting unlaw-
fully, Mr, Wass notes that in the United States, where authorities spant
large sums on investigation, they found they were spending $10,00 to save $1,00,
Both Mr, Casselman and Mr. Wass say their departments readily investigate
complaints that persons are cheating on welfare, but that few such complaintg
turn out to be justified.(2},

Bob Harvey, s reporter for the Edmonton Journal énd a part-time Social
¥ork student, concludes that:

Welfare isn't sasy to get, I know beeause for three
monthis 1 spent half a day a week screening applicants
for City welfare, backed up by an experienced social
worker, That experience .., convinced me that 1t's
almost impossible for a would-be cheater to obtain
welfare money, Just as important, all welfare
applicants 1 saw deserved any assistance they got.(3),

Soeial workers who hand out welfare must take a sworn affidavit from
applicants about their finaneial cireumstances, Clients are warned that it
is an offense to give false information. Checks are also made with past
employers, with provineial soeial development departments and often with the
Usemployment Insurance Commission and other agencies. Then the social worker
must visit the applicant at home, partly to ensure the applicant's marital
or other circumstances are as indicated. {(4), )

A recent independent study in Nova Scotia discovered that "welfare
recipients here, even those normally classified as "employable", still need
public assistance ,.. This study merely concludes that they really exist ...
and that, for the most part, under present market conditions, they are not
'putting us on'", It also concluded that welfare recipients do not have much
chance of geteing a job, especially when general unenployment 1s alresdy high,
Though often considered employable, they are really marginal workers whose
lack of training, experience -and education cuts them off from rost -work,(5),

It is true that a tiny minority do succeed in cheating but many of these
are caught, It is alse true that when some social workers see that welfarve
recipients are living in poverty, they sometimes “bend the rules" if thay feeal
this is justified by the-circumstances, But the widegpread myth of massive
welfare cheating continucs to take our attention avay from the veal problem -
poverty. I{ we concerned oursclves as much with helping people to escape from
poverty as we do worrying about cheating, there would be no cheating problem to
worry about,

(1) Department of Yealth and Social Dcveloﬁment, "Public Attitudes Toward
Public Assistance in Alberta, April, 1973, ps L.
{2) Edmonton Journal, July 2, 1974, p, 17, "Charges lean on fact, fact on

fablaev,

{3) Edmonton Journal, July 2, 1974, p. 27, "1t's hard to crack the welfare
" screan',

(4} 1biag,

(5} Edmonton Journal, October 18, 1974, “Walfare rip-off discounted”.



ALBERTA SOCLAL ASSISTANCE

TAELE 1:10 AND 1311

© Alberta Department of Social Development, Cascload Percentages, March 31, 1972

and. 19730 . .

1972 1973
Age 14,4 % 20,7 %
Children . 2,2 2.3
111 Health 32.4 23.6 i
Onewparent Families 30,8 - 31,2
Employed - Insufficient Income 5,0 k.4
Unemployed ~ Employables 11.2 4,2
Employment Opportunities 3.9 16,6
Total % 100.0 100,0
Total Number 29,768 30,570

Source: Alberta Department of Health and Social Development,
Annual Reports, 1971-72, p. 41 and 1972.73, p, 29,

¢

The figures in Table l:ll of Alternatives show that the numbers of
"unemployed employables" declined 46,27 from March 1971 to July of 1972,
That this decline occurred simuitanecusly with increasing employment
opportunities in Alberta supports the suggestion that people on welfare who
can work will take work when it is available. - ’ o IR

LI Bl

TABLE 1:12

‘Benefit Payments, Soeial Assistance, City of Edmonton, 1971, 1972, 1973

(approximate payments), .

1971 $ 3,695,875
1972 $ 2,422,000
1973 : $ 1,828,000

Soﬁxce: K. wass, Superintendent, Edmonton
Department of Social Setvices,
October 29, 1974,

From 1971 to 1973 the expenditures of the City dropped by 50,5% in spite
of increases in benefit ratee during that pariod, Mr, Wass attributes this
decline primarily to the relatively very low unemployment rates in Edmonton
‘and Alberta, He indicates that almost all “epployable" recipients take
employment as s00n as they can find it, Those "employables" handicapped by
temporary physical, mental or emotional i1l health constitute the only
significant excaptions to the general situation. Mr. Wass also suggesats that
in the avent of a decline in economic prosperity and employment, the City will
experience a correspondingsrise in assistance caseloads and expenditures.



PRRTIL |
THE TRPACT GF SOGIAL AND ECONMIE POLIGIES

It ia atill true that poverty is mainly the product of inadequate
economic and social policies end inadequate mechanisms of income distribution
and that even full-time year-around employment is no guarantee against
poverty, .

MLNIMUM WAGES

TABLE 2114

Rank _ , ' Hourly(++)
Qrder (%)} Jurisdiction Date Bffective Rate §
1 NHLT, April 1, 1974 2,50
2 . British Columbia June 3, 1974 2,50
3 Yukon April 1, 1974 2,30
4 Sagkatchewan July 2, 1974 © 2,25
5 Ontario October 1, 1974 2,25
é Federal April 1, 1974 T 2,20
7 ’ Mani toba July 1, 1974 2.15
8 Quebec Novembey 1, 1974 2,15 -
g Alberta April 1, 1974 2,00
10 Rewfoundland July t, 1974 2,00
11_ Nova Scotia October 1, 1974 2.00
12 . - Mew Brunswick July 1, 1974 1.0
13 P.E.T. July 1, 1974 - 1.75

- {*)  Rank order from highest to lowest: where rates are the same, -Erom.date ..
of effect, ' a
(**) Experienced adult workers,
Source: Fedsral Department of laboux,

It should be noted that Alberta, a “well-off" province ranks in ninth
position., Only two other jurisdictions (both Atlantic provinces) have lower
minimum wages for 1974. Alberta’s minimum wage will ba increased to $2,25
Japuary 1, 1975 and to $2.50 July 1, 1975. About 5%% of Alberta's work force
is paid the winimum wage (36,000 persons). For those under 18, the present
minimum wage of $1.83 will be increased to $2,10 January 1, 1975 and $2,35
July 1, 1975. Students working part-time will vecelve an inerease from the
present $1.50 to $1.75 January 1, 1975 and $2.00 July 1, 1975,

Thousands of low-paid workers, although entitled to minimum wage rates,
are short-changed millions of dollars each year by employers who fail te
comply with provineial and federal minimum wage laws, Many such workers are
‘reluctant to register complaints for fear of being fired. Others still are not
aware of their right to the minimum wage. (1},

(1) The Edmonton Journal, February 1, 1974, p. 21,
"Fear prevents many from colleeting full wages."
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A person working 40 hours per week [o¥ 52 weels for minimum wages
ih Alberta in 1973 rveceived $3,718 for the year, ' This would keep a single
individual but not a couple or a family (without other income} above the

poverty line. .

Alﬁerta Minimum Wage Earnings as a pevcentage of Scnate Poverty Committee
Poverty Line, Alberta, 1973. .

Annual Yarnings (%) Amount Minimum
@ minimum wage as % wage earnings are
Family Size of Poverty Line below poverty line
1 ’ 140°%
2 84 § 722
3 70 1,602
4 60 2,492
5 52 3,382
i0 ) 32 ' 7,802

(%) §3,718 for 40 hours, 52 wosks, Alberta 1973.
Note: Data is not yet available to aliow comparisons for 1974.

: "In ordey to remove low minimum wages as & cause of poverty, the |
Government of Alberta should raise the minimum wage to an amount equivalent
to the Senate poverty line. In the first year thlis should be the poverty
line for a family of two, the second year a family of three and the third
yeayr a family of four (the typical family size). Families of larger size
would be assisted through increased family allowances. Such a step would
eliminate close to one-half of the poverty in Alberta. Since Alberta's
unemployment rate is exceptionally low compared to other provinces, this
could be done with minimized danger of creating additional over-all
unemployment. '
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UNEMPLOYMENT

Canada's unemployment rates over the tast three years have been

" well above the commonly accepted 4% “norm'. This rate is frequently
justified as a level nceessary to keep unemployment hipgh enough so that
vages may be kept low. But if such high rates prevailed in many European
countries, it is likely the government would fall or vioclent social protest
would occur. Such high rates in Canada, while not leading to physical
violence, do lead to lesd to hidden social vioclence - namely the hardships
of poverty for many, it continues to be the case that unemployment hits
hardest those who are poorar in the first place, individuals who cau least
afford a drop in income. Research in the United States suggests that ‘as
the unemployment rates go up, so do rates of fetal deaths and deaths of
both newborn and infants over one month old...A direct velationship between
unemployment and infant deaths can be seen...General economic wall-being
may be more importent to health than the availability to madical
services.!' (L). Thus, it appears that unemployment not only reduces
opportunitiea and the quality of life for those affected, but also the
chance for infant survival itself.

TABLE 2:2

Unenployment Rates, Canada, 1971-1973,

1971 6.4%
1972 6.3%
1973 5.6%

SOURCE: Canadian Statistical Review, May 1974, p. 16.

TABLE 2:4

Unemployment Rates by Occupation, Canada, 1973. '

Qzcupation . Unemploymeqnt Rate %

Office and Profesgicnal 3
Sarvice and Recreation 5
Primary 5

Craf tamen, production
process, &tc. 6.
Transportation &
Labourers and Unskilled 15
5

All occupations

SOURCRE: The Labouy Force, Cat: 71-001,
Statistics Canada, April 1974, p. 81,

Unemployment hurts not only the poor. It has an affect on everyone
in the society by veducing the amount of social wealth produced. A, M, Okun,
former Chairman of the President's Council of FEeconomic Advisors, has |
suggested that, in the United States, for each percentage point im the
unemployment rate above 4%, the gross national product in real tevms will be
about 3% lower than it would otherwise be, {(2}). The Eeonomic Council of
Canada has made similar estimates for Canada and suggests that in the first
half of 1971 actual income and ocutput in Canada was about 3.5% below
potential which would mean a shortfall of about $3 billien. {(3). Lower
unemployment rates would veduce government expenditures on social programs
such as Unemployment Insurance, Social Assistance and many social services.

(1) The Edmonton Journal, November 30, 1972, p. 24,
"Child deaths, job lack linked.®

{2) A.M. Okun, The Political Fconomy of Prosperity, ®. W. Norton & Co.,
New York, 1970, p. 135,

{3) Feonomic Council of Canada, Perfommances in Perspective 1971,
Information Canada, 1971, p.

11



Lover rates would veduce the human migsery associnted with unemployment and
poverty; there would be a rise in average incomes and what is more, an
increase.in the resources available for economic and soclal welfare policies

to further help reduce poverty. (1), While deliberate dampening of the economy,
with consequent higher unemployment rates continues to be used as a tool to
fight inflation, the recent period of "stagflation" suggests such policies
. are ineifective as well as hamful, 1t is time to seek new and more

effective economic policies which will remove this unfair burden from

the unemployed.

i

(1) D. €. @nith, YPublic Policies for Creating Gainful Hnployment", in
Canadian Council o Social Development, Guaranteed Annual Income - An
SoHIo—=bl sNnUAL Lncome - An

Inteprated Approach, Ottawa, 1973, p. 55,56,

12



INCOME DISTRIBUTION AND POVERTY

It eontinues to be true that income distribution policies are the major
cause of poverty in Canada, These policies, while not necessarily deliberately
80 desipned, continue to have very real consequences, Between occupational
categories, disparities in earnings were not quite as great in 1972 compared
to 1967, However, the overall distribution of income over the total population
range remains as unequal as ever and to a slight degree even more unequal,

The arbitrary nature of our income distribution policies is shown by the
fact that farmers have the lowest earnings of any listed occupational group,
Yet food is a prerequisite of life; no occupation can be more essential than
farming. Members of this essantial. occupation are rewarded with a higher chance
of existing in poverty than any. other occupational group, ’

Poverty will continue to exist until incomas distribution policies are made
more just and equal. Welfare or suggested programs such as guaranteed annual
income may. alleviate the negative conéequances of poverty but they will not
salve the real causes of poverty and inequality. Only new approaches to income
digstribution can do this, . :

TABLE'2:5

Average Income by Occupational Group, Canada, 1972.

As a % of
$ All Occupations
Managerial 16,916 : 137
Professional = 15,860 129
Sales 13,331 108
Processing & Machining 11,828 %6
Construction 11,734 95
Transport, etc, 11,679 95
Clerical - 11,346 92
Product Fabrication 11,314 92
Service 10,572 86
Farming, Agriculture, ete] 7,590 62
Total 12,322 100

‘Source: Income Distribution by Size in Canada, 1972, Cat:
13-207,"Statistics Ganada, August, 1974, p, 26,

"TABLE 2:6A(%)

Percentage Income Distribution by Quintiles (fifths) of Non-farm Families and
Individuals, Canada, 1969.

Lowest Second Thied Fourth | Highest
Quintile| Quintile| Quinrile Quintile | Quintile

-1951 - bt 11,2 18,3 23,3 42.8
1961 4,2 11,9 18,3 24,5 41,1
1969 ‘ 4,0 11,0 18,0 25,0 42,0

Source: 8, M, Miller and Martin Rein, "The Possibilities of Income Transformation"
in Canadian Council on Soeial Development, Guaranteed Income: An Inte-
grated Approach, Ottawa, 1973, p. 125,

(*) .This Table s not strictly comparable to Table 2:6 in Alternatives or
Table 2:6B below, .
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TABLE 2; 6B

Share of Total Income by Quintiles (fifths) for Families and Unattached

Individuals, Canada, 1965, 197%.

Lowest Second Third Fourth Highest

Quintile Quintile Quintile | Quintile Quintile
1965 4.4 11,8 18,0 24,5 41,4
1972 3.8 10.6 17.8 " 25,0 42,9

Source: Income Distribution by Size in Canada 1972, Cat; 13-207, Statistice
Canada, August, 1974, p, 75.

In 1972, those in the highest group had more than 11 times as muchk incoma
as those in the lowest group, Tables 2:6A and 2:6B reveal that the shaves of
income have rvemained basically the same over the last two decades and in fact,
the rich are getting a little richer and the pooY, poorer.

HEALTH_CARE

The ‘only change that has occurred since Kovember of 1972 4in Alberta
Health Caxe premiums is that fndividuals and families with no taxable income
no longer have to pay the basic premium. This saves individuals 524,00 and
* families $48,00. 1In spite of rapidly rising costs of living and indexing
provisions for income tax and many social security pregrams, the other taxation
levels for subsidization for Alberta’s premiums have remained unchanged,
Abolishment of premiums would bring a net saving to Albertans by virtue of
elimination of administrative expenses necessary to collect premiums. It {s
surprising that a government supposedly committed to holding back on the
growth of bureaucracy and costs to Alberta citizens has not done this already.

In the arvea of dental care, the Provinces of Quebec and Saskdtchewan are
in the process of launching denticare programs for children, Tha Government
of Alberta has indicated no such plans although the dental profession in
Alberts has been urging some form of denticare for children for over ten years. (1},
Dental "prevention" would cost our society less .than the expensive repairs
necessary when teeth have seriously decayed. Yet, we continue to waste our
social, financial and human resources.

In the area of prescription deugs, Manitoba and Saskatchewan are setting
up pharmacare programs that are expected to reduee the costs of drugs by at
leagt 50%. Even before the start of its complete pharmacare program, Manitoba
has achieved savings on drugs for its citizens, amounting to about 20%. Most
Manitobans have been able to get 701 of their drugs at a cheaper price.{2),
Alberta citizens could benefit substantially if such steps were taken in Alberta,
The quality of health care would be less dependent on the size of one's income
and there would be a significant saving for everyone, ‘

(1} Edmonton Journal, April 6, 1974, p, 15 "Dentists to be paid like civil
servants” and November 24, 1973, p., 14 "Dentists likely to lead fight for
denticare plan in Alberta",

(2) Edmonton Journal, May 8, 1974, p. 85 "Saskatchewan, Manitoba act to cut
drug prices drastically",
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TAXATION

Exemption Indexing

Ag a result of the tax-indexing plan recently introduced by the
government, about 225,000 persons will be dropped fiom the tax rolls and
all other taxpayers will receive higher personal tax exemptions in the
1975 tax year. The net result of this tax-indexing plan will benefit
the rich more than the poor. (1). This indexing is regressive because the
exemptions are deducted from taxable income. - Consequently, the higher
thdt income, the greater the benefit. For example, in 1975, for couples
with two children under 16, the saving for such a family with an income
of $5,000 will be $37 over 1974. For such-a family with an income of
$50,000, the saving will be $744 or almost 21 times as large. Once again,
the rich get richer and the poor get poorer. Those people, too poor to
pay income tax in 1974, will get no benefit at ali. They will get no
help in coping with inflation.

A more equitable and just’ way to alleviate the effects of inflation
would be to provide a tax credit in place of exemptions, as recommended by
Canada's Royal Commission on Taxation in 1966, A tax credit would give the
same refund to each taxpayer, with an additional Flat-rate credit for each
dependant. Thus the poor fawily of four would receive the same credit
as the rich family of four. Such a tax-credit scheme, however, would give
no benefit to the non-taxpayer and a reduced benefit to those whose taxes )
were less than the tax credit itself. For these groups, the benefit could
" be given in the form of a tax refund. The non-taxpayer would receive a
refund equal to the tax credit and those whose taxes were less than' the
tax credit would veceive a refund equal to the difference. The combined
tax-credit-refund scheme is frequently called a social dividend. It would
-alleviate the effects of Inflation equally "for all citizens and the credit
" amount could be indexed to the rise in the cost of living,

An alternate way to reduce the inequalities of the new tax-indexing

. plan would be to abolish all tax exemptions for children and use the extra
tax revenue gained to raise Family Allowances. At present, this would

allow an average increase i Family Allowances of $84 per child per year, (2).
"This scheme, however, would give no benefit to those persons who did not

have children eligible for Family Allowances. Consequently, it would be’

less desirable than the tax-credit-refund scheme.

The Present Lack of Redistribufion -

} Although the incomes of higher-income recipients are supposedly taxed
at much higher rates than low income recipients, the overall tax rates do
not vary much among different income groups. 1In fact, for 1961 (Table 1:6
in Alternatives) the poorest group paid the largest proportion of their
income for taxes. Information is not available to determine whether this
situation has changed to date. There are however, several facts about
taxation which continue to be regressive. (3).

1. Exclusion of income from taxation: many fringe benefits enjoyed by
upper income groups ave not taxed (company cars, expense allowances,
ete.); capital gains are taxed at a much lowsr rate; tax exemptiens (as
digcussed above); ete.

(1) see Canadian Council on Social Development, Guaranteed Annual Income:
' An_Integrated Approach, Ottawa, 1973, p. 24; Green and Perry, "The

Federal Proposal for Family Allowances - The Effects of Taxation", in
Canadian Tax Journal, Vol. XX, No. 4. )

(2) see National Council of Welfare, Incomes and Opportunities, Ottawa,
November, 1973, p. 25,

(3) see §. M. Miller and M. Rein, "The Possibilities of Income Transformation”
in Canadian Council on Social Development, Guar@nteed Annual Income: An
Integrateq_ggproach Ottawa, 1973.
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2. Use of regressive taxes: reliance on regressive taxes has expanded,
 offsetting the effects of progressive ihcome taxes. Sales tax, property
tax, education taxes, soclal security taxes, excise taxes, medicare
premiums, corporation income taxes, etc., take a higher proportion: of
income from the poor than the rich, ’ -

3, Government expenditures: the public frequently thinks that poor people
benefit most from government taxation because they receive trvansfer
payments. This is true with some progrems but not with all., The bulk
of family allowances go to families above the poverty line, With
Canada Pension and Unemployment Insurance, the higher one's income was,
the higher the benefits received, The vast majority of government
expenditures benefit the well-off more than the poor. This is the
case with transportation, education, health care, culture, mortgage
funds, foreign aid, trade stimulation, subsidies to business and
industry, ete. This is welfare for the well-off, but it is seldom

- recognized ag such. ‘ o ‘
Unless substantiel alterations are made in Canada's tax policies and
practices, taxation will continue to benefit the non-poor more than the
poor and little will be done to alleviate poverty.

SUMMARY

As Miller and Rein point out(l), economic and social policies very much
interact and cannot be considered separately. Policies that determine the,
level of employment and income distribution larggly determine the possibilities -
and set the limits of social poliey, Transfer payments and social service
systems cannot adequately off-set the more powerful economic policies, When
economic policies ars moving in directions opposite to social policies, it
becomes extremely difficult to create a tramsfer, service or tax system which
off-sets the inequality of initial income distribution. Social policies are
‘necessary, of course, to off-set these inequitable economic policies to the
extent that they are able, but in the final analysis, these social policies
hava operated as the "poor man's econowic policy¥. 1t 1s necessary to change
economic policies so that they inciude not only the objectives of growth and
stability but also the objectives of equality, justice and dignity.

{1} 1bid,
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PRAT 1
PRESENT INGOME SECORITY PROGRATS -

SOCIAL INSURANCE

Canada maintains the same four basic types of social insurance programs
that existed two years ago, with only some minor changes in pension benefits,
premiums, ete, '

TABLE 3:3_AND 314

Benefit Expenditures(*) on Social Insurance Programs in Canada, 1971/2 and
1972/3,

($'000)
PROGRAM . 1971/2 1972/3
Canada Pension Plan 144,400 206,275
Quebec Pension Plan 47,576 67,350
Unemployment Insurance 1,122,650 2,020,040
Horkmen's Compensation 341,000 421,000
Yeteran's Pensions 230,830 240,540
Total 1,886,456 2,875,205

£*) Not including administrative expenses,

Sources:’ Public Accounts of Canada, 1972 and 1973
Canada Pension Plan, Statistieal Bulletin, Vol. 5,
No, 1, (N.H.&W, March 1973}
Quebec Pension Board, Statistical Bulletin, 1972,
and Annual Reports of Workmen's Compensation
Boards.

Prepared by N.H,&W, (Welfare) P.1,D. Oct, 1974,

SUGGESTED CHANGES FOR UNEMPLOYMENT INSURANCE

Since Canada has had relatively high unemployment ratas in recont years,
bppefit expenditures have increased substantially,” At present many indiwldpals
are receiving benefits even though they may have a high income for the year
from employment or other sources, For exanpld, an individual who earns $20,000
#n the first nine months may still collect benefits for the last three, A
.person in a family unit with two or more income earners, with a total family
income of $10,000 or $20,000 per Year, may also collect benefits, These people
cagnnot really be said to be "in need" of extra benefits,

To avoid such situations, the Unemployment Insurance Plan should be
changed to provide benefits only when the total family income for the year
falls below the averape family income for a given family size,. In this way,
the plan would pay benefits only to those whose family income was below the
sverage standard as a result of their unemployment, rather than as presentiy
ie the case, to those who are unemployed, whether they have an income deficiency
or not, While such a change would only affect a minority of recipients, it
vould be more seleotiive in providing benefits to those in financial need,
It would achieve the desired finanecial security goals of the plan for less money.
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DEMIGRANTS

TABLE 3:5

Federal Payments under Demogrant Programs -in Canada, Fiscal Years 1971-72
and 1972-73 : :

(4000}
Program ‘ ' 1971-72 ’ 1972-73
01d Age Security 1,679,295 1,786,420
Family Allowances _ 554,407 : 548,623
Youth Allowances 82,654 79,209
Family Assistance 2,180 2,057
TOTAL 2,318,536 2,416,309

SOURCES: Public Accounts of Canada 1971 to 1973,

Reports on the Administration of the 0ld Age Security Act for
fiscal years 1971-72 and 1972-73, Department of National Health
and Welfare, .
Prepared by N.H.&W, (Welfare) P.1.D. Octobar 1974,

OLD AGE SECURITY PENSION

The pension benefits have been increaééd to $117,02 (October - December
1974), The pension is now increased in January, April, July and Octobsr each
year in line with increaset in the ecost of living.

CHANGES IN FAMILY ALLOWANCES ' .

In October 1973, the monthly allowances paid for children under the age
of 18, wers increased to $12. Before that, payments of $6 a month were made
for children under the age of 10, $8 a month for children aged 10 to 15, and
$10 a month for youths aged 16 and 17, who were attending school,

In January 1974, a new Tamily Allowances Plan came into effect, The
main features of this new Plan are: .

- Payments ara made for all children undetr the age of 18 who are being

maintained by parents or other individuals resident in Canada;

. » Payments within a province in 1974 average $20 a month per child;

- Allowances are increased in January each year in line with increases

in the cost of living; )

« A provineial government may ask the Federal Government tq vary the

family allowance rates payable in that province according to the age

or the number of children in a family, or both; ’

~ Payments are made, undetr certain elrcumstances, to famllies when

they or their children are temporarily absent from Canada;

- Children no longer have to attend school to qualify;

« Allowances are not payable for children who have taxable incoma;

= With the substantial increase in family allewances, and the retention

of tax exemptions for dependent children under the federal income tax,

family allowance payments are treated as income, for federal income
tax purpoges, of the parent who claims a tax exemption for the child,

Where no federal tax exemption is claimed for g child, the allowance

ig treated as income fo the person who receives 1it,.
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Family Allowances Rates Beginning January 1974

A provineial government may ask the Federal Covernment to vary the
rates of federal payments to be made in that province on the basiz of age
or the number of children, or both, The emallest payment that may be
made on behalf of a child in 1974 is $12 a month. The provinces of Alberta
and Quebe¢ have taken thig option and while the payment- for the individual
children will be more or less than $20 in those two provinces, the avarage
federal pavment wilil equal $20 in Alberta and Quebec as in every other
province in Canada,

In British Columbia, Saskatchewan, Manitoba, Ontario, New Brunswick,
Nova Scotia, Prince Edward Island, Newfoundland, Yukon,aand Northwest
Territories, the rate of federal family allowances will be $20 a month per
Childo

The 1974 rates payable in Alberta are:

children of age: 0- & $15 per month
7 - 11 $19 per month

12 - 15 $25 per month

16 - 17 $28 per month

Effect of Changes in Family Allovances

Since benefits have been raised significantly, almost all families
with children will receive g larger net amount (after taxes) than under the
previous benefit levels, As the benefits under the new program are taxable,
some degree of seléctivity, based on income, will be achieved, Lower in-
come families will have a larger net benefit than higher income familfes,
In 1974, a non-taxpayer will receive a net benefit of $20 per month per
child, the average taxpayer about $15 and the taxpayer in the highest cate-
gory about $8, (1) In spite of this partial selectivity, the new program
will have only a marginal impact as a tool for poverty alleviation since
a large proportion of the poor (about 42%) are unattached individuals, ‘the
aged or couples withonr children (or children under 18}; they receive no
benefit from the program at all, '

We have already mentioned in Part 2, about the regressive effect of
tax exemptions for children and dependents - that is, the higher a family's
incofie, the greater the benefit, Offsetting this 1s the Progressive nature
of the new taxable family allowances, But the combined effect of these two )
programs results in the rich benefiting more than the poor.{2). As mentionad in
Part 2, an effective way to reverse this inequality is to replace child
(and other dependent) exemptions by & tax vefund {or social dividend), *

(1) see Green and Perry, "The Faderal Proposal for Family Allowances - the
Effects of Taxation", in Canadian Tax Journal, Vol. XX, No. &, p, 348,

(2) National Council of Welfare, Income and Opportunities, Ottawa, November
1973, p. 25, ’ .
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GUARANTEED INGOME SUPPLEMENT

TABLE 3:6

Guaranteed Income Supplements, Recipients and Exﬁenditures 1971-72 and 1972-73

Benefits % of all % of all % of all ’ Averdpe
Paid Pengioners |Pensioners |Pensioners Annual
(3'000) receiving receiving receiving |Supplement
supplement full partial (*)
supplemant _ |supplaoment
1971-72 526,060 55,27 27.27 28,00 540,02
1972-73 737,925 37.82 26,60 31.22 705,83

{*) As of March, at end of fiscal year,

SOURCE:

calculated by author from Annu
01d Age Security Act,
Health and Welfare.

Prepared by Department of N.H.&W. (Welfare) P.I.D., Qet, 1974

N.B., The average annual supplement abov
In Table 3:6 of Alternativest

for the month of March only,

NEW G.I.S. BENEFIT LEVELS

al Reports on the Administration of the
Income Security Branch, Dspartment of National

e is the figure for a one year period.
the average supplement figure given is

All pensioners receive $117.02 under the Old Age Security Pensions. In
addition to this, pensioners with income deficiency may receive a maximum of

$82.08 for a single person and
two programs guarantee an Lncom
each married person.
increased quarterly in
It should be noted that G.I.S.
that ie several hundred dollars below
are guaranteed an income a little abov
elnost certainly be below the 1974 pov
levels are still inadequate,
the only program in Canada w

income.

Approximately 60% (1972-73) of pensioners
About 40% do not require it,

abolished and the supplement raised by the same
would be available to raise the guaranteed tevel
This would ensure that no pensioner lived.in pove
Persons below the poverty line would actvally vec

in some amount.

erty line,

$72.89 for a married person.
e of $199.10 for single parsons and $189,91 for
(Occtober-December 1974} The 0,A.S. and G.1.S. are

lire with inecreasas in the cost of living.:
guarantees a single individual an income
the 1973 poverty line; married couples

¢ the 1973 poverty line but this will
Although these guaranteed

Together these

the Guaranteed Income Supplement program is
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hich even approaches a realistic guaranteed

are receiving the supplement
1f the old age pension was
amount, over $300,000 (1972-73)
to the Senate poverty line,
rty and would mean that only
eive benefitg,




SOCTIAL ASSISTANCE

TABLE 3:7

Canada Assistance Plan, Expenditures by Type of Program, Blind Persons and
Disabled Persons Acts, 1971-72 and 1972-73

Part A: CAP Expenditures ($'000)
General Homes for Child Health Welfare  Work Total
Assist, special Walfare Care Services Activity
: care ,
1971-72 492,912 132,500 431,200 11,900 47,300 285 726,097
1972-73 513,697 141,600 44,700 10,800 56,400 1,592 168,789
Part B: .
‘Blind Persons Disabled Persons Total
Act Act Benefits
3
Numbar Benefits Number Benefits (31000
($1000) ($'000)
1971-72 2,916 1,514 9,468 3,203 4,717
1972-73 2,557 1,370 8,213 2,989 4,359
SOURCE: Canada Assistance Plan Directorate, Department of National Health , °

and Welfare.

Prepared by N.H.&W., (Welfare) P.I.D., October 1974,
Note; This table is comparable to Table 3:7 ip Alternatives only with

respect to Canada Assistancé Plan expenditures. We have been
unable to obtain figures for a full comparison.
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VBT 1
IHE PRESENT WELFARE SVSIEH

. Very little has changed in Alberta's sacial assistance program
in the last twa years. Relative to the Senate poverty line, recipients
in Alberta weve 10% worse-off in 1973 compared to 1970, (See Part 1},
Part 4 of Altarnatives tontinues to apply at the presant time. With
respect to earnings exemptions, the disincentives to work while on wel~
fare. still remain exactly as they.were two years ago, in spite of the
Government's elaction promise te rectify this situation, A detailed
discuesion and a proposal for an incentive policy may be found in "A
Proposal for a Financial Incentive Policy" by the Edmonton Soeial
Planning Council,

The present situation in &lberta is well aynmed up by Iareal
Katz: "More hidden than air pollution may be the "soeial service
pollution created by welfere institutions,” (1)

(1) 1. Katz, "Why a Guaranteed Annual Income", in Canadizn Couneil on
Social Development, Suaranteed Annual Tnecome: An Inteprated
Approach, Ottawa, 1973, p, 45,
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PART .
GUARRATEED RUROAL WHCOME

In the last two years Canada and Alberta have introduced ne changes
in legislation to bring a guarantead income closer, although guaranteed
income is being discussed very seriously by the senior levels of govern-
ment., The Guaranteed Income Supplement remains the only program which
can be classified as a guaranteed income but it affects only senior
citizens,

In the last few years the concept of a guaranteed income has gained
in eredibility and is no longer considered utopian nonsense, Although .
there is still disagreement about its desirability, it is no longer dis-
missed as impractical, either economically or politically,

Alternatives reported the intial results of several guaranteed
income experiments in the United States, Since then, several additional
experiments have been started, In the New Jersey-Pennsylvania experi-
ment, recent results confirm the intial indications:

Hundreds of poor workers in New Jersey and Pennsylvania who

were given direct cash grants in the experiment, did not

cut back their individual work efforts significantly, In-

stead they used the government grant to supplement their

own low earnings and kept on working ... The results ...

showed no major differences in work behaviour between the

control groups and the subsidized workers. (1)

Average payments to families that continued through the
whole experiment actually declined. (3]

More recent experiments in Colorado, Washington, North Carolina,
and Indiana will further vefine the administration and information about
guaranteed income programs, (3) A three-year experiment has begun in
Manitoba and is modelled after the American experiments. It will test
various benefit levels, methods of administration and responses of
recipients. (4} It can be expected that Manitoba's experiment will pro-
duce results similar to those in the United States,

In the past two years, much analysis has been done on various as-
pects of the details of guaranteed income and specific proposals. Rather
than summarize this detailed materiagl here, we refer the reader to the
references found in the bibliography,

In conclusion, it is fmportant to remember that while arguments
against a guaranteed income are usually phrased in economie terms, these
arguments are mosre often a rationalization of our negative attitudes
toward the poor. Guaranteed income is not primarily an issue of economic
feasibility, for increasingly, experts across the spectrum of political
philosophies and economic schools of thought are concluding that it is
feasible. Rather, the issue is more of one of social, moral or politiegl
desirability, N

" At present, we continue to demand that the poor change their ways
and ignore the fact that their attitudes in relation to work and income
vary little from those of other Canadians., Ve continue to ignore the
heavily documented fact that additional income is the single most fmpor-
tant factor in helping the poor to escape poverty,

It is only during the last few years that we have begun to rea-

lize more elearly that this system, which relies far too heavily

on getting the poor out of poverty by changing individual person-
alities does not werk, Moveover, it is not cheap; om the conktrary,
if one were to apply a cost-benefit ratio, it would be found to

be very expensive, A pumber of highly sophisticated research

(1) Edmonton Journal, January 9, 1974, p. 81. "Negative Tax Text beves
Succass,"

(2) EBdmonton Journal, February 20, 1974, p. 23, "American Test Used In
Manitoba," -

(3) see A.J. Katz, Mncome Maintenance Experiments", in Soeial and
Economic Administration, Vol. 7y No, 2, May 1974, p. 126,

{4) sea Edmonton Journal, September &4, 1974, P- 2. "Guaranteed Income
Plan for Dauphin" and Winnipeg Free Press, March 31, 1973, "Guaran-
teed Income Plan Ready To Go,"
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projects in the United Stptes have indtcated that casework
Bervices cannot be g substitute for money for the poor,
Indeed, without adequate financial help, casework in the
social services ig virtually uselass, (1)

New information about guaranteed income experimentsg and deficiencies
in our present velfare system, further reinforees our previous conclusion
that & guaranteed arnual income combined with changes in taxation and
ineome datribution policies are the most efficient and effective ways
to alleviate poverty and itg side-effects, The question remaing: "Are
we willing to do what iz possible?"

e P et g aa it T

(1} Rueban Baetz, in Lutheran Councit of Cenada, “The Guaranteed Annuat
Incomae", Winnipeg, 1970, p, 16, 17.

24



PART U1
BORGIHGIE -

In April of 1973, the Federal Government introduced its Workipg Paper
on Social Security in Canada. Since then, several federal-provincial
conferences on health and welfare bave taken place to discuss the proposals
in the Working Paper. The Working Paper officially and publicly links the
notion of guaranteed income to government policy for the first time. It
also states a "right" to a minimum level of income. Income supplementation
for the working poor is hinted at;{l1), Yet these suggestions are timidly
put forward with little indication of government conviction, '"Bare sube
sistence” seems to be the government's definition of an adequate income
guarantee, '

Governments seldem go beyond the bounds of. what the voters find acceptable.
In consequence, the outcome of present discussions and the policiles and
legislation which emerge will, to a significant degree, be governed by what
opinions the public conmunicate Lo Federal and Provincial leaders. FPresent
discussions suggest that only minor changes in waelfare administration will
result, .

1f members of the public do agree that the present welfare system is
inefficient, ineffective and wasteful of human and economic resources, and
that a guaranteed. income will help to overcome many of these inadequacies,
then it is easential that such people make their wishes known to government
and insist that these wishes be taken into account in forming new policies
and legislation. ) ’

All that is necessary is for us to become serious in cur
intent to deal with the problem, instead of merely analye
zing it, studying it, debating it, deploring it, or using
it as a theme for dramatics or melodramatics. When we-
become really serious about it, we shall be able swifcly
to render poverty unfashionable in the real world and not
juet in the world of political contention ... (2},

(1) see David P. Ross, "Social Security - A Critique', Canadian Couneil on
Social Development, 1973, )

(2) Harry Midgley, Edmonton Journal, January 12, 1973, p. 5.
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