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Distribution of earners, by earnings categories, Canada, 1990 and 2000

Earnings groups 1990 2000 Change %
Number Number 1990-2000
Less than $20,000 6,343,120 6,659,395 316,275 5.0

$20,000 to less than $40,000 4,608,145 4,925,080 316,935 6.9

$40,000 to less than $60,000 2,472,085 2,803,395 331,310 13.4
$60,000 to less than $80,000 955,740 1,195,085 239,345  25.0
$80,000 to less than $100,000 261,780 386,220 124,440 47.5
$100,000 or more 264,530 446,615 182,085  68.8
Total number of earners 14,905,400 16,415,790 1,510,390 10.1
1. Annual earnings are expressed in 2000 dollars. Source: Statistics Canada,

http://www12.statcan.ca/english/census01/Products/Analytic/companion/ea

rn/canada.cfm

Tax Cuts and the ‘trickle-down’ model of fiscal policy

To diminish these inequalities in market incomes and living standards, tax
policy is widely regarded as a crucial policy instrument. Through a combina-
tion of taxes and transfers, it is assumed countries can achieve greater
equality among households (Jackson, 2000). Fiscally conservative politicians
and economists, however, hold that taxes hurt economic growth. They insist
that earnings freed by lowering income and corporate taxes leads to
increased consumer spending and business investments, which in turn leads
to lower employment and economic growth. When the economy grows the
overall wealth of the country grows exponentially, providing governments
with more tax revenue from which to pay for social programs. In a nutshell,
this is the standard explanation of how the ‘trickle-down’ theory of tax cuts
is supposed to translate into greater economic prosperity for all.

Beginning with the Progressive Conservatives in the late 1980s and followed
by the Liberals in 1993, federal governments have closely adhered to this
policy for the past two decades. First, tax cuts lowering the general corporate
rate from 28% to 21% over four years were introduced to persuade corpora-
tions to locate production or keep jobs in Canada, and to entice skilled and
professional people with high earning potentials to stay. Then, taxes were cut
for upper-income earners while they were increased for middle-income
earners by reducing the number of tax brackets to just three, which led to a
flattening of the progressivity of the income tax system. The jump in the
marginal tax rate from 17% for low-income earners to 26% in the middle-
income bracket was the steepest among the Group of Seven (G-7) countries
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(Department of Finance, 2000). With the introduction of a new consumption
tax - the GST - and a rise in user fees, federal tax revenues rose so
dramatically that in 1998 the federal government reported its first budget
surplus in 28 years and has continued to report substantial surpluses since.

As Andrew Mitchell and Richard Shillington (Nov. 2004) have pointed out,
at least half the benefits of tax cuts have gone to those 10% of families with
incomes over $100,000. In contrast, gains for the more than 10 million
Canadians with earnings of less than $60,000 a year have been limited
despite the recent re-indexation of tax brackets lowering the middle-income
tax rate to 23% and substantially raising the basic personal exemption of
income to $10,000 by 2009. Altogether, from 2001 to 2010 trickle-down
federal tax policies (phasing out the federal capital tax and lowering the
corporate tax from 28% to 21%) will give away $8.5 billion a year to the
profitable business sector for a total of $76 billion over the nine year period
(Stanford, 2005). The composition of net government revenues now reflects
these dramatic changes. In 2003-2004, taxes from capital and corporate
income made up only 14.7% of government revenues compared to 45.6%
from the income tax and 15.2% from the GST (CUPE, Oct. 2004).

Most problematic has been the inevitable slashing of government programs.
Faced with smaller tax revenues, governments intent on balancing their
budgets have sought to dismantle income support programs. Claiming
that they had engaged in excessive borrowing and “living beyond their
means,” both the federal and provincial/territorial governments began to
impose stringent limitations on public spending. Consequently, support
levels for the unemployed dropped below levels needed to sustain basic
living standards (Little, 2001).

In 1993, the federal government combined the welfare mandate of Health
and Welfare Canada with the employment (and Unemployment Insurance)
mandate of Employment and Immigration Canada in the new Department
of Human Resources Development. Then, in 1995, the Canada Assistance
Plan was repealed and social spending was repackaged under the new
Canada Health and Social Transfer (CHST). The new block funding formula
consolidated federal transfers for health and post-secondary education with
those for social assistance, and offered the provinces and territories the
flexibility to give priority in their funding decisions to one program, mostly
health, at the expense of less popular social benefit programs. This shift in
program spending marked a massive retreat from the redistributive goals of
income support programs, and ushered in a new era of social spending cuts.
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The End of Effective Social Programs in Canada

Social programs were restructured using restrictive delivery models to limit
the number of recipients and cut the overall expenditure on income
supports. Claw-backs, targeting, conditional requirements, benefit cuts, and
workfare were the main policy instruments used to achieve this goal. At the
federal level, the process of slashing income support programs began with
the targeting or clawing-back of benefits from individuals and families with
incomes above a specified level. Universal family allowances were replaced
with the Canada Child Tax Benefit (1993), a child benefit for low and
modest-income families. Old Age Security (OAS) payments to retirees with
income above an annually adjusted income threshold were reduced by 15%.
Claimant forms were lengthened, and new administrative requirements
imposed. Claimants found that the trouble associated with providing
required information, and the additional time spent filling out forms, made
obtaining benefits even more restrictive.

Employment Insurance, which had been steadily expanded since 1995 to the
point where it covered more than 95% of the unemployed, was also severely
cutback. Despite the severe economic recessions in 1981-82 and 1990-92,
the federal government introduced new actuarial principles, tighter access
and eligibility rules, as well as shorter benefit periods to limit the number of
workers eligible for coverage and reduce the overall costs of the program.
One of the results was that fewer than 36% of the unemployed were able to
qualify for Employment Insurance benefits. The other was that premium
rates were set at such high levels that the fund had accumulated a surplus of
$48 billion as of November 2004. But rather than allocating this surplus to
the unemployed, the federal government has continued to claim the EI
surplus as part of its own budget surplus. This absurdity has now gone on so
long that Sheila Fraser (Nov. 2004), the Auditor General of Canada, in her
opening statement to the Subcommittee on Employment Insurance Funds,
felt compelled to observe that she did not believe that Parliament had
intended for the EI account to accumulate a surplus beyond what could
reasonably be spent on EI programs.

Outright benefit cuts have been an equally important part of recent cost-
cutting restructuring packages. Under the new market model of social assis-
tance, recipients are to be deterred from going on Social Assistance and
forced to find the shortest possible route into low-waged jobs through steep
reductions in benefits. On assuming office in 1995 in Ontario, the
Conservative government of Mike Harris cut social assistance levels by a
brutal 21.6% for all recipients. The BC government of Gordon Campbell,
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elected in 2001, also immediately and drastically reduced benefit levels. This
diminution had a devastating impact on the material circumstances and
quality of life of those at the bottom of the income scale.

More families and individuals are now deprived of the most basic human
needs, above all adequate food and shelter. The table below gives a picture
of the shameful inadequacy of social assistance levels for different
configurations of families across the country. Faced with ever lower social
assistance benefits, many families now have to cope with homelessness,
relying on food banks and shelters simply to survive.

Estimated 2003 Annual Basic Social Assistance Income by Type of Household

Province Single Person Single Couple
[Territory Employable  with a Parent, Two
Disability ~ One Child Children
British Columbia  $6,166 $9,437 $10,147 $12,893
Alberta $4,764 $6,384 $8,489 $12,636
Saskatchewan $5,940 $7,416 $9,036 $12,192
Manitoba $5,352 $7,157 $9,636 $13,383
Ontario $6,240 $11,160 $10,210 $12,223
Quebec $6,544 $9,460 $8,836 $11,091
New Brunswick $3,168 $6,696 $8,772 $9,828
Nova Scotia $4,980 $8,580 $8,760 $11,520
Prince Edward
Island $5,940 $7,800 $10,200 $14,118
Newfoundland /
Labrador $7,140 $7,140 $11,436 $11,916
Yukon $11,990 $11,990 $15,712 $21,582
Northwest
Territories $11,515 $16,115 $18,007 $23,028
Nunavut $10,148 $12,288 $25,105 $30,138

Source: National Council of Welfare (2004) Welfare Incomes 2003, pg.16-20.

Finally, the move to mandatory workfare in Ontario and milder forms of
it in other provinces has been a deliberate policy device to provide the right
kind of market incentives. Social assistance recipients now deemed
employable are required to work as ‘volunteers’ in various government,
business or community programs in order to receive benefits. The stated
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intention of involving welfare recipients in obligatory volunteer work —
inculcating them with greater personal responsibility and work habits, which
they are assumed to be lacking — is far from innocent. It is a deliberate
attempt to present structural and cyclical unemployment as a personal
behavioural problem. The policy emphasis is on a quick fix of whatever it is
that interferes with people’s employment marketability.

As a result, workfare has effectively turned social assistance from an income
support program for those in dire financial need into a jobseekers allowance.
In most provinces/territories, single parents (the vast majority of them
women) have been re-classified as employable. This is a complete reversal of
a social policy tradition, dating back to the 1920s, when lone mothers were
not expected to enter the labour market. Their job was raising their children.
Now Alberta expects parents with a six month old infant to enter the job
market, and in British Columbia parents with a child over the age of three are
expected to seek employment. The affordable, accessible, high-quality
childcare that these parents need is often not available.

It is hardly surprising that the policy of pushing people quickly into the
labour market has met with only limited success. Workfare Watch (Bulletin
#13, Aug. 2001) reported that over 31% of those that found a job were
working only part-time, while 28% held jobs that were temporary or casual.
The wages earned by many people in these kinds of jobs were insufficient to
lift them out of poverty. Moreover, only a few months after they were able to
get off social assistance and moved into a job, one in five were no longer
employed. The unemployment rate of those pushed off welfare was 27%.
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Section I1I

Life-chance Guarantees

Our social security system needs to change in order to cope with the more
precarious employment circumstances faced today. Esping-Andersen (2001:
152) has suggested set life-chance guarantees that would adjust income
security to the continuously changing labour market of the global economy.
This would ensure that there is a way out for people being laid-off or caught
in non-standard employment. Such an innovative approach to income
security is central to democracy and the equalization of living standards.
Focused on meeting essential consumption requirements and improving
work and family life, ‘life-chance guarantees’ represent a viable alternative to
the present dead-end model of income support. Life-chance guarantees are
also a practical means of overcoming the resistance of the ‘welfare wall. The
goal of the guarantees is to allow people to find genuine opportunities to
make a success of their lives rather than wasting them away (Giddens, 2001:
112). They offer individuals the opportunity to acquire skills and knowledge
— extending public support for what remains a private responsibility — the
development and deployment of new human knowledge and skills (Gilbert,
2000). Life-chance guarantees allow people to prepare for different job
opportunities by providing them with education, upgrading or re-training
when needed. They enable people to turn their life around so unemployment
does not automatically banish them to the margin of social life.

To be effective, life-chance guarantees need to meet three objectives:

+ They have to provide for the essential consumption costs for individual
and family households, allowing for a decent standard of living.

+ They have to give individuals a chance to ‘live a valued life, (Sen, 1999)
which includes their participation in self-enhancing activities, benefiting
the public good.

+ Life-chance guarantees must enhance equality and social justice.

Although contentious, universally available life-chance guarantees are fair
and equitable. As well as developing people’s potential as productive workers,
life-chance guarantees are also designed to widen their freedom to lead lives
they value as members of a family and a community (Sen, 1999). Life-chance
guarantees are foremost an affirmation of society’s responsibility to invest in
human capital.
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An equally significant but more practical consideration is how they address
widening economic insecurity among the vast majority of income earners.
Only a few very privileged income earners can escape this risk in the flexible
labour markets of today. This realization has prompted the International
Labour Organization (ILO) to opt for “universalistic, rights-based income
support schemes rather than resorting to selective ones” in a recent report
(ILO, 2004). Given how easily targeted programs have been dismantled
because they lacked a critical mass of support from the majority of income
earners, a universal approach is more sustainable. Many near poor, lower-
middle and middle-income families have come to resent the welfare state as
they discover that they benefit only insignificantly from it although their tax
dollars pay for programs for the poor (Garfinkel,1996: 47). The design of
life-chance guarantees must be guided by the following core building blocks:

+ Employment at a living wage.
+ Personal capacity building for educational and skill development.

+ Rebuilding Employment Insurance to reflect the changed working
conditions in the new economy.

+ Enhance Family Life.
Employment Related Life-Chance Policies
Employment at a living wage

Employment is a defining feature of people’s lives. Almost 80% of Canadians
depend on paid employment as their primary source of income (2001
Census). But with growing unemployment and underemployment, many
have neither the wages nor the benefits necessary to cover basic consumption
costs. To give people the earnings security they need requires government
“... intervention into the labour market to influence both the availability of
employment as a source of income and the level of wages which employment
might provide” (Alcock, 1993: 267). Governments must intervene to protect
jobs and to encourage corporations to reduce unemployment by creating
jobs instead of cutting them.

There is a good deal of research to show that such employment incentives are
effective (Alcock, 1993; Atkinson, 1983; Barr, 1998). For instance, govern-
ments could fine profitable companies for every worker laid-off from his or
her job. Employers could be required to provide re-training allowances for
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laid-off workers for a specific period of time before employment insurance
payments would kick in. Governments could also create new public sector
jobs in health, education and social services.

Governments have to accept responsibility for the creation and stability of
employment opportunities

The Minimum Wage

One policy tool that demands greater attention is minimum wages set to an
adequate standard of living. First proposed in the late 18th century as a
policy alternative to children’s or family allowances, living wage legislation
has remained highly controversial. Neo-liberal economists and politicians
have objected that minimum wage legislation is an arbitrary political decision
instead of an economic wage determined by market forces. Businesses have
also argued that creating a higher minimum wage eliminates jobs by pricing
workers out of the labour market. The small business sector has long been
strenuously opposed to minimum wage increases on the grounds that higher
wages would undercut their ability to compete on costs.

Today minimum wages across Canada are at a historic low since their peak
in the mid-1970s, and in need of substantial increases. Many full-time, full-
year jobs at the minimum wage level do not provide workers with earnings
above Statistics Canada’s low-income cut-off levels or LICOs (National
Council of Welfare, May 3, 2004). Governments across the country, with the
notable exception of Quebec, have adhered to market credo and either froze
or lowered minimum wage levels. It is only within the last year that we have
seen modest increases in the minimum wage across the country.

As early as 1971, the Senate Report on Poverty in Canada suggested that the
minimum wage should be set at 60% of the average industrial wage and
should be increased annually with it. Based on average earnings of $32,100
in constant dollars for women and men in 2002 (Statistics Canada, 2004 ), the
minimum hourly wage in accordance with the Senate Report should be $9.25
an hour, allowing for an annual income of $19,260 at a 40 hour work week
for 52 weeks a year. The Canadian Centre for Policy Alternatives (1999) has
suggested an increase to at least $9.15 an hour in the four provinces with the
largest populations, while Sid Ryan, President of CUPE Ontario, recom-
mended raising it to $12 an hour (2003). Neither the formula suggested by
the Senate Report nor CCPA’s boost to the minimum wage is enough to
substantially improve the living standards of low-income workers. Ryan’s
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proposal would go the furthest to bring those at the bottom of the earnings
scale closer to the mainstream and thus alleviate the ongoing polarization of
the labour market. The effects of a $12 an hour minimum wage can be
expected to permeate through the wage system since workers tend to like
maintaining wage differentials between each other. Several million workers
already making more than the minimum wage would benefit from such an
increase in the minimum wage. They would no longer have to rely on
government transfer payments to top up their overall income levels.

Minimum wages should be set at a living wage reflecting the cost of living at
which income earners can enjoy a decent standard of living.

A Fair and Equitable Tax System

A perplexing feature of the Canadian income tax system is that many indi-
viduals and families are required to pay taxes that reduce their take-home
pay below the LICOs, Canada’s unofficial poverty line. This phenomenon has
been called “taxing people into poverty” as income tax thresholds for house-
holds of different sizes are lower than what they need for their basic
subsistence (Able-Smith, 1974). In addition, when provincial taxes,
commodity taxes and social security contributions are included, low-income
earners are paying about 35% of their income in various types of taxes.
When combined with the GST, this rate is comparable to those at the upper
end of the income scale violating the well-established principle that taxes
should be based on ability to pay (Mitchell and Shillington, Nov. 2004).
Canada’s current tax system is far from reaching its proclaimed ideals of
equity and fairness.

This problem can only be rectified through a comprehensive tax reform that
would firmly reestablish ability to pay as the core principle. One step forward
would be to raise the income tax threshold so that the portion of an
individual’s or family’s income for meeting basic consumption costs is
exempt from taxation. This option was considered and dismissed by Mitchell
and Shillington (Nov.4, 2004) in a discussion paper for the National Anti-
Poverty Organization (NAPO). They concluded that it was a cost-inefficient
anti-poverty instrument since raising the personal credit to $12,000 would
only put an average benefit of $111 into the pockets of low-income persons.
Raising the threshold in this way would cost the federal treasury almost $9
billion dollars, as all taxpayers can claim it, but those at the bottom of the
income scale would only receive 3.5% of the benefits. More problematic, an
income threshold of $12,000 a year would not lift individuals out of poverty.
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Nonetheless, the freeing of income from taxation is a standard principle of
income tax policy (Goode, 1964: 225). In many European countries tax
thresholds are considerably higher than in Canada, leaving taxpayers with
lower incomes with more disposable income. In Germany, the Federal
Constitutional Court has specifically ruled that the German government
cannot tax the basic consumption costs of children. This is an option that
Canada, with its shamefully high child poverty levels, should seriously
consider.

As a start, the income necessary for the basic consumption costs of children
should be exempted from taxation. In time, this policy should also be
extended to adults.

Refundable Tax Credits

Of the various other tax expenditures which affect disposal household
income, the most notable is the basic personal tax credits that taxpayers can
claim. Personal tax credits implicitly recognize that the income required to
meet basic consumption costs should not be subject to income tax.
Consequently, the design of personal credits involves assessing the basic
consumption costs for different configurations of families. LICOs are already
calculated in this way.

In 2003, personal tax credits saved individual taxpayers $1,318.52 in taxes
and an additional $1,119.62 if married to a financially dependent spouse, or
raising a child on their own. There are other tax credits that help reduce taxes
owed, including social security contributions for employment insurance and
the Canada/Quebec Pension Plans, union dues and professional fees, and
most importantly, contributions to Registered Retirement Savings Plans.
However, those with little or no taxable income do not benefit at all from tax
credits. It is neither fair nor equitable that those with more income should be
advantaged in this way. The situation can be rectified by extending the same
cash benefit to low-income earners. This has been done before. The govern-
ment of Mackenzie King introduced family allowance payments in 1945 to
match the tax exemptions for children in the income tax. Parents could opt
for one or the other option, whichever was more advantageous for them
(Kitchen, 1981). In conjunction with the freeing of the basic consumption
costs for children, refunding at least the personal tax credits could effectively
solve the problem of taxing low-income families into poverty.
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Equity principles and tax fairness require that the cash value of the personal,
spousal and equivalent to the spousal tax credit be paid to all those without
sufficient taxable income

Personal Capacity Building

Only a well-educated, highly skilled workforce offers a sustainable competitive
advantage in the global economy. Those concerned about Canada’s interna-
tional competitiveness have long pressured for greater investment in human
capital for the enhancement of national prosperity. The most critical
resource for production is the workers. Given that society reaps considerable
benefits from an educated workforce in increased tax revenue, productivity
and innovations, investment in human capacity building should be a public
responsibility.

Developing the potential capacities of individuals constitutes an essential
component in the strategy of human capital building. “Fragile and uncertain,
human capital has to be looked at in terms of the whole life cycle of an
individual, from infancy through the productive years of a person’s life”
(Bell, 1968: 170).

School Allowances

Children deserve to be given a fair and realistic chance to succeed in the
school system. However, a significant achievement gap still exists between
economically disadvantaged students and their peers, despite universal
public school education. According to the 2001 Census, 22.7% of Canadian
citizens and permanent residents do not have a high school graduation
certificate. Whether or not students obtain a high school diploma depends to
a large extent on the financial circumstances of their families. Those from
low-income families are often expected to contribute to family income by
working part-time. Studying and working for pay is not a good mix for
scholastic achievement. Overwhelmed by a double workload, it can easily put
an end to the educational aspirations of young people, condemning them to
a life of economic uncertainty.

Rather than have youth struggle through their high school education for
financial reasons, it makes sense to remove this barrier that jeopardizes their
prospects as future wage-earners and educated citizens. Therefore, youth of
high school age should be given financial support to concentrate exclusively
on their schoolwork. This would ensure that they are better prepared for
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their entry into today’s high-tech job market. In earlier years, Youth
Allowances were given to encourage 16-17 year olds to continue their
education or training. They were abolished when social policy turned
public responsibility over to individuals and their families. They should be
reinstated.

A School Attendance Allowance, similar to the former Youth Allowance,
should be paid to youth between the ages of 15-20 if they are in high school
or enrolled in a skilled trade or crafts program.

Student Living Expense Allowance

A basic university degree allows entry into more challenging and interesting
jobs and generates considerably higher lifetime earnings than a high school
diploma. The chances of advancing to the top earnings levels are most
directly associated with educational attainment, and particularly with a
university degree (Census 2001). While the number of students pursuing a
post-secondary education reached unprecedented high levels in the late
1990s, the majority of them continue to come from high-income families.
Statistics Canada reported that in 1997, the participation rate in post-
secondary education for 18-24 year olds in families with incomes over $100,
000 was 40% compared to 19% for those from families with income of
$25,000 or less (Corak, Garth, Lipp and Zhao, 2003). At the same time, the
enrollment of those students who come from families in the $25,000-100,000
income range fell throughout the 1990s. A partial explanation for the decline
in enrollment in higher education is that the Canada Student Loans program
had failed to keep up with rising tuition rates, costs of books and living
expenses, even for those borrowing at the maximum level of $275 a week.

The number of students leaving colleges and universities with a hefty debt
load increased from 300,000 in the early nineties to 500,000 in the late
nineties; a 67% increase. Bachelor of Arts grads left university owing
$19,500, on average; and college diplomas typically drove debt up to $12,600.
This represents a 76% jump from debt loads carried by the class of 1990
(Corak, Garth, Lipps and Zhao, 2003). It is unfair that students who have to
borrow to attend college or university then have to pay back their loans with
interest, which greatly increases the costs of their education. Their debt load
can haunt them for years after graduation, preventing them from
contributing to growth in overall prosperity by buying a house, a car or other
consumer items that drive the economy.
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The solution is not to allow students to borrow even greater sums of money
but to ensure that they have the opportunity to pursue a post-secondary
education without financial worries. Holding down a job interferes with the
time available for studying and can lead to delays in completing their
education and in continuing with post-degree education. The fear of
accumulating an excessive debt load should not be a decisive factor for
students contemplating post-secondary studies.

Tuition fees should be eliminated as many European countries have done. In
addition, student grants or allowances should be considered to cover the
living expenses of those attending a post-secondary institution of education
on a full-time basis.

Job Breaks and Personal Sabbaticals

The skills and knowledge with which people entered the labour market used
to be sufficient for the length of their working life, or could be upgraded at
the workplace. But job demands today leave little time for the acquisition of
new skills. The ever changing job demands in the high-tech economy require
that workers be offered life-long learning opportunities (Toronto Star, Feb.3,
2003). This requires workers to be given job breaks to upgrade or acquire
new skills as they periodically leave and re-enter the labour market at
different times during their working life.

Personal Sabbaticals/ Job Breaks are a well established practice in universities,
where academics have the privilege every 7th year to leave their regular
teaching and administrative responsibilities and concentrate on research that
will contribute to the advancement of knowledge and their own personal
growth. Increasingly, sabbaticals are spreading to other sectors in the
economy. Employers are beginning to see the advantages of offering
employees job breaks. Hewitt Associates, a human resources consulting firm
with offices worldwide, has designed sabbatical packages for such well-
established firms as Nike and Ralston Purina. A 2002 survey of major
national and international corporations found that 12% of them allowed
their workers time off from their jobs under a variety of conditions
(Nebenzahl, 2004).

Job breaks can be worker funded as long as they have annual earnings
allowing them to set aside a certain percentage of their income, perhaps 10%
or 20%, towards a sabbatical leave plan of 75% or 80% of their full wage or
salary. In Ontario, secondary school teachers have had this option for
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decades. They are able to finance six months or a year away from their job
every 7th year from the accumulated savings of deferred wages. Since
workers have to be adequately supported during their off-year, job breaks
have to become part of the collective agreements negotiated between unions
and employers.

Canadian employers have to make it financially possible for workers to take
regular job breaks to retrain or upgrade their skills and refresh their
capabilities in order to strengthen their employment and job qualifications
or take care of pressing family matters.

Low-paid Workers

So far job breaks/sabbatical leaves have been overwhelmingly a privilege of
those able to defer a portion of their earning. For fairness and equity reasons
low-paid workers should also have a legislated right for educational training
leaves and personal sabbaticals once they have accumulated a number of
years in the job market (Thirty-two Hours, 1998). It can be done in a very
low-cost or revenue neutral way by requiring an unemployed person on EI
or social assistance to be hired in the place of the workers on leave, thus
reducing the number of unemployed. This is already the policy in Denmark
and Finland. The Netherlands are currently developing plans to do the same
(Jensen, 1999; Finland Ministry of Labour, 1995). Canada could learn from
the experience of these countries which have been leaders in such policies,
allowing the temporary withdrawal of workers from the precarious labour
market for skills upgrading or family related reasons.

Job breaks and personal leaves should also be extended to low-income
workers in the precarious labour market.

C - Rebuilding Employment Insurance

Now that non-standard employment is becoming increasingly standard, the
current system of Employment Insurance is no longer adequate to protect
the livelihood of workers. Canada has such a large surplus in its EI fund that
it could easily restore coverage for the part-time and contract workers who
have been made most vulnerable by labour market flexibility. Giving pro-rated
benefits for casual employment would be a start in the right direction.
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It is, however, only a partial solution for those unable to find full-time jobs,
or whose health or family obligations prevent them from working full-time.
It has to be recognized that insurance coverage based on actuarial principles
cannot be used to satisfactorily compensate for loss of income that is the
result of labour market restructuring and downsizing. Workers not eligible
for regular unemployment insurance should be paid cash benefits equal to
about one-third of the maximum regular benefit. Such an option already
exists in Sweden.

Paying an employment assistance benefit would be a better way of protecting
the income needs of low-income and/or job insecure workers than pushing
them onto provincial social assistance systems.

Retraining/Upgrading Allowance for the Long-term Unemployed

Those found ineligible for EI or whose coverage has run out end up on
provincial/territorial social assistance. It was once thought that social
assistance would become redundant when unemployment insurance and
other income security programs were introduced. Instead, it has turned into
the primary income support program for the long-term unemployed who,
for structural or personal reasons, have a hard time finding jobs (Canadian
Labour Congress, 2003). There are many such personal factors in advanced
industrial countries, including illiteracy. According to the United Nations
Human Development Report 2004, the functional illiteracy rate in Canada is
16.6%. People without literacy and numeric skills have no reasonable chance
of finding employment and remain economically marginalized. They can
only fully participate in the affairs of their society when they have the
knowledge and skills to do so. Literacy should therefore be a right of
citizenship for every Canadian.

Many immigrants face language barriers and require ESL programs.
Vocational rehabilitation and training programs, once an essential
component of social assistance, have been either abolished or replaced with
short-term basic job readiness training programs. These programs are
designed to place people who have been laid off from poorly paid, casual jobs
into similarly insecure jobs as quickly as possible. Instead of entrapping
people in the low-waged economy, the unemployed should be given more
education, job training or re-training opportunities to develop their personal
and vocational/professional capacities. Only then will they be able to find a
job with decent pay and benefits.
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Pay a retraining / upgrading allowance to those who need literacy,
language, computer and other skills to enhance their personal capacity and
employability.

Income Security for the Enhancement of Family Life

Increasing labour market insecurity is matched by the increasing instability
of family relations. In earlier times when couples generally stayed together,
families were supported by a male-breadwinner. Today when families are
often quickly formed and easily broken up and reconstituted, sometimes
more than once, with different sets of stepparents and children, they gener-
ally require two income earners. Women who enter the labour market share
the role of breadwinners, or increasingly serve as the main provider for their
children and require childcare to do so. Financial demands on families have
become more pressing. Young people stay in school longer, delaying their
entry into the labour market, and leaving them financially dependent on
their parent(s) for longer periods of time. Neither market wages alone, nor
the fractured structure of existing income support programs are adequate to
cope with the increasing financial demands on families, which are further
exacerbated by employment insecurity.

Family life is as much a defining feature of people’s lives as employment.
Income programs in support of family life send a clear message that workers
do not enter the labour market as unattached individuals, but as members of
a family unit to which they owe financial and care-giving obligations.
Maternity and Parental Leave legislation under EI falls into this category. It
covers maternity and parental benefits for qualifying claimants for a period
of up to 50 weeks of paid leave at 55% of earnings up to a fixed ceiling of
$413 a week. In 1971, the program paid 67% of lost wages, but today it pays
only 55%. These low replacement levels make Canada’s parental leave policy
far from generous compared to the countries of the European Union, where
they cover between 70% to 80% of lost wages for a minimum of one year.

In recognition that both women and men have family responsibilities at
certain periods of their life cycle, Maternity and Parental Leave benefits
under EI have to be expanded in time, and earnings replacement levels
enhanced. Parents who do not qualify for these programs under
Employment Insurance, should be given a salary for childcare or have their
childcare costs covered.
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The 6 week Compassionate Care benefit available since January 2004 to those
caring for a family member who is likely to die within 26 weeks is an
important new family policy initiative. However, it does not help families
taking care of a severely incapacitated or ill person who is unable to live
independently but not terminally ill. The long-term care requirements of
these populations cannot be met through EI.

Caring for those unable to live independently requires a separate long-term
care insurance program such as Germany introduced in 1995 and France in
2004.

A public maintenance advance system

Family breakup is a direct cause of poverty for a large proportion of women
with limited earning capacities and their children. An equally decisive factor
is the inability or unwillingness of fathers to adequately support children
from previous spousal relationships. For almost two decades, Canada has
had one of the highest child poverty rates among OECD countries, the 19
most industrialized nations in the world. Status of Women Canada, a federal
agency assigned to the Minister responsible for women’s issues, first
proposed a maintenance advance system in 1985 in response to the over-
whelming inability or unwillingness of non-custodial parents to pay their
court-ordered child support. A maintenance advance system would mean
that the state would guarantee a basic level of support for children of divorce.
In situations where the court order falls short of the statutory guarantee or
the non-custodial parent defaults on payments, the guarantee would be met
from the public purse. Maintenance advance payments would be recovered
through enforced income deductions from earnings or as outstanding
liabilities through the tax system, making the costs of the program relatively
negligible.

Sweden, among other countries, has introduced a maintenance advance
system as a crucial component of its income support system. The results have
been rewarding. Sweden has been able to lift over 60% of its families out of
poverty, leaving only about 5% of families with children still living in poverty
(Sidel, 1987). This contrasts with the shocking incidence of poverty in
Canada where 45.4% of mother-led and 24.0% of father-led lone-parent
families live below the poverty line (National Anti-Poverty Organization,
2003).

A maintenance advance system for the particular benefit of children in
lone-parent families should be introduced immediately.
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A National Income Program for parents and children

Children require an investment of time, money and energy from their
parents. Jobs that demand long hours for little pay often mean that parents
fail to meet the needs of their children in all three areas. Most countries of
the European Union recognize that the responsibility for bringing up the
next generation must be justly shared between parents and society if the
country’s continued existence is not to be imperiled (Kruesselberg, 1987).
This shared responsibility is reflected in at least some financial support for
all children irrespective of their family’s income levels. In Canada such
support is limited to children in low and modest-income families, while
children in middle and upper-income families are treated “the same as a
consumer purchase,” in the words of Boessenkool and Davies from the C.D.
Howe Institute (1998). This is not fair to children nor is it equitable that the
parents who raise the future citizens of a country should be worse off than
childless individuals and couples.

The Child Poverty Action Group proposed a partial guaranteed income to
address the extra costs of raising children (April, 1986). In recognition of the
fact that economic inequality undermined the life-chances of many children
from low-income families, the National Income Program was designed to
ensure that all children in Canada had equal opportunities to develop to
their full potential. It had three components:

* A generous universal income credit for children.

+ A parental employment income guarantee at 60% of the average indus-
trial age for parents wanting to remain at home with a child under the
age of two.

+ An income top-up for parents with incomes below an acceptable
income floor.

Child Benefits

The National Income Program was put forward at a time when the Canadian
welfare state was being downsized and proposals for generous universal
programs were out of fashion. Universal family allowances were replaced
with the income-tested Canadian Child Tax Benefit (CCTB) consisting of a
basic benefit and a supplement for working families. CCTB was the outcome
of a concern about the costs of public support for children. It effectively
transformed child benefits from a family policy to an anti-poverty strategy.
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As such, the CCTB has been a failure. In contrast to many countries of the
EU which maintained universal child benefits and have enjoyed considerably
lower child poverty rates, two out of ten Canadian children were growing up
in poverty in 2003 (Statistics Canada, May 24, 2005)

The supplement for working families, a work incentive which ensures that
parents in low-paying jobs would be better off than parents who are not
working, has to be considered a contributing factor of this failure. The
children of parents on social assistance do not benefit at all from the
supplement. It is deducted from a family’s social assistance cheques if the
parents are not in the workforce. The National Council of Welfare estimated
that about 64% of poor children and 83% of poor single-parent children do
not receive any increased income support from the child benefit (1998). The
supplement for working parents has been an unfortunate policy decision that
was most likely inspired by the need to fill the rapidly growing number of
low-paid jobs, which made up the fastest growing sector of the labour
market.

Work incentives have no place in income programs designed to improve the
material well-being of children. Canada is unique among OECD countries in
having such a provision, and is the only country that has given up on the
principle of horizontal equity in the income tax between individuals with
children to support and those without this responsibility. While children are
a wonderful gift to their parents, who seek to shower them with every
conceivable advantage their economic position can buy, they also are the
responsibility of all citizens whose retirement will depend on these children
once they become the next generation of productive workers. Universal child
benefits are an expression of society’s support for, and investment in, the
upbringing of children (UK Government, 1998).

A child benefit should be re-introduced for all children in the interests of
horizontal equity. It could be integrated with the tax system and paid either
as a direct benefit or in the form of a tax credit.

Parental Leave or Childcare Allowance

The Child Poverty Action Group also recommended a childcare allowance to
parents who want to remain at home with a child under the age of two. Such
an allowance, which would offer a guaranteed income floor for parents,
remains highly controversial and has deeply divided the women’s movement.
There are those who see allowances for childcare or child-raising as a
dangerous threat to universal, publicly funded childcare. There are others for
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whom public childcare is pure anathema because they see it as undermining
women’s role as mothers.

The countries of the EU have been able to largely avoid this unfortunate
divide. They have recognized that a childcare allowance cannot substitute for
a publicly funded childcare system. In order to accommodate parents who
wish to personally care for their infants and toddlers, many EU members
have developed extensive parental leave systems that allow parents with very
young children to stay out of the workforce for a longer time than the statu-
tory mandated maternity or paternity period provides. Canadian parents
would be shocked to find out how generously European governments and
employers support family responsibilities.

The most generous programs are in Sweden, France and Germany. Swedish
mothers and fathers can share 18 months of parental leave and be given 83%
of their previous earnings, with 63% coming from the state and 20% from
their employer. French parents with two or more children qualify for EUR
460 for 36 months. In Germany, two parents with joint incomes below EUR
51,130 (Cd$78,070) and lone-parents with incomes below EUR 38,350
(Cd$58,557) can jointly take all or part of a three-year parental leave while
claiming a child-rearing allowance of EUR 307 (Cd$736) for a child up to the
age of six months. There is, however, a sharp decline in eligible income once
the child is seven months old. Two parent families with incomes above EUR
16,000 and lone parents with more than EUR 13,200 no longer qualify. The
parental leave can be combined with part-time work of up to 30 hours a
week (Jungblut, 2003: 50).

If for political reasons it is deemed appropriate that parents be given choices
in their childcare arrangements for very young children, the following option
could be considered.

Parents should be able to take advantage of a high-quality, universal child-
care program, ot if they want to be at home with their child but do not
qualify for maternity and parental leave programs under EI, they should be
paid a childcare allowance based on 60% of the average industrial wage
during the first two years of their child’s life.
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Conclusion

Neo-liberal globalization has failed to achieve a socially desirable or just
distribution of jobs and income for all members of the Canadian community.
Many Canadians, particularly women and racialized minorities, are unable
to find a stable foothold in the labour market and are frustrated with the
existing income policies that maintain their social marginalization and offer
them little genuine support to escape from their economic circumstances. In
his 2005 Labour Day address, Ken Georgetti, President of the Canadian
Labour Congress, painted a dismal picture of the job security of Canadian
workers. He described how thousands of workers at the CBC, Telus and
Hydro One were locked out or on strike in the face of employers’ demands
for greater flexibility, lower wages and benefits. A recent ILO report ranked
Canada 10th on its economic security index (considerably better than the
United States, which ranked 25th, the worst showing of any advanced
economy) (Sept.1,2004).

Income support policies have to be brought in line with the changing
employment and family patterns generated by the global economy. Without
appropriate intervention strategies such as the life-chance guarantees
discussed in this paper, the crucial investments in human capital to narrow
the income gap and equalize living standards will not happen. We need such
courageous initiatives as life-chance guarantees to allow youth to adequately
prepare for entry into the labour market, and to make it possible for
working-age adults to enter, exit, re-enter and re-exit employment while
providing the financial security to meet their family obligations.

When we fail to provide opportunities for people to develop their abilities
and talents we are short-changing ourselves as a society. We all benefit
from what we have to collectively offer each other. When we prevent fellow
citizens from developing and using their abilities, we all lose. Jane Jacobs
pointed this out so perceptively in Dark Age Ahead: “A vigorous culture
capable of making corrective, stabilizing changes depends heavily on its
educated people” (2004: 63).

The financial costs of life-chance guarantees should not deter us. Canada is
in a fiscally strong position to afford them. We have been leading the G-7
countries in economic growth and have produced healthy federal budget
surpluses since 1998. Recent opinion polls show that Canadians recognize
the devastation that tax cuts and social spending cuts have inflicted on the
social fabric of the country. There is growing support for expanding social
spending (Mendelsohn, 2003). Of course, whether the combination of social
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and personal benefits that life-chance guarantees offer will be politically
appealing enough for Canadians to translate their verbal support into action
remains to be seen.

Collectively we pay a painful price when the social neglect of people’s
capacities is allowed to prevail. Everybody deserves to be given a real chance
to develop their full potential and use it to their personal and to society’s
advantage. The frittering away of precious public money that pays for just
enough training for people to stumble from one low-paying, dead-end job to
the next has to stop. Life-chance guarantees take a long-term view of the
returns of public investment in human capital. They offer people in the
course of their working years a genuine opportunity to escape from the
insecurities of the global economy and to contribute with their newly
acquired skills to the enhancement of Canadian national prosperity.
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