Welfare to Work: Creating a Community
Where all Can Work

Abstract

Finding the right mix of policy
options to ensure that all members of
society who are able have the opportu-
nity to work is a key challenge facing
Canadian governments. In Manitoba,
the challenge is complicated by an
aging workforce, significant barriers to
labour force participation facing the
rapidly increasing aboriginal popula-
tion, skills shortages, and low wages in
many sectors. Manitoba’s current gov-
ernment rejected the prevailing philoso-
phy that tax cuts and workfare pro-
grams would reduce the number of peo-
ple on assistance. Instead, the
Government adopted a balanced
approach, restoring key services,
strengthening communities, expanding
education opportunities, and reducing
both the debt and taxes in a sustainable
manner. The approach focused first on
getting the economic and fiscal funda-
mentals right, and then on finding the
right mix of policies and programs to
help people find permanent, meaningful
work. This approach has been success-
ful. Manitoba’s unemployment rate
remains the lowest or second-lowest in
Canada, while its youth unemployment
rate is well below the national rate. The
number of general social assistance
cases has fallen by half. Future policy
work may focus on accurate poverty
measurement, asset building and reduc-
ing high marginal tax rates on benefits.

Trouver un mélange adéquat de
politiques afin que tous les membres de
la société capables de travailler aient
la possibilité de le faire constitue un
des principaux défis des gouvernements
canadiens. Au Manitoba, plusieurs fac-
teurs compliquent ce défi : le vieillisse-
ment de la population active, des obsta-
cles importants a la participation a la
vie active des Autochtones dont la pop-
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ulation augmente rapidement, les
pénuries de main-d’ceuvre et de faibles
salaires dans de nombreux domaines.
Le gouvernement actuel du Manitoba a
rejeté l’idée dominante que la réduction
des impots et les programmes de travail
obligatoire permettraient de réduire le
nombre de prestataires de I’aide
sociale. Il a plutot adopté une approche
équilibrée en rétablissant les services
clés essentiels, en renforcant les collec-
tivités, en offrant davantage de possi-
bilités de formation et en réduisant la
dette et les impots de maniere durable.
Cette approche visait d’abord a bien
maitriser les principes économiques et
fiscaux fondamentaux, puis a trouver la
bonne combinaison de politiques et de
programmes afin d’aider les
Manitobaines et les Manitobains a
obtenir un emploi permanent et val-
orisant. Cette approche a donné de
bons résultats. Le Manitoba continue
de se classer au premier ou au deux-
ieme rang au pays quant a la faiblesse
du taux de chomage. Chez les jeunes, le
taux de chdmage est nettement inférieur
a la moyenne nationale. Le nombre de
prestataires de ’aide sociale a diminué
de moitié. L’élaboration des prochaines
politiques pourrait étre axée sur la
mesure juste de la pauvreté, I’accumu-
lation d’actifs et la réduction des taux
marginaux d’imposition élevés s’ appli-
quant aux prestations.

Welfare to Work: Creating A
Community Where All Can Work

Finding the right mix of policy
options to ensure that all members of
society who are able to, have the oppor-
tunity to participate in the work force is
a key challenge facing governments
across Canada. In Manitoba, the chal-
lenge is complicated by several factors.
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Overview of Issues

Manitoba’s diverse and stable
economy has led to one of the lowest
unemployment rates in the Canada.
However, the low unemployment rate
does not reflect a number of issues.

Manitoba’s workforce is aging
(Figure 1). Between 1996 and 2002, the
number of people aged 55 and older
grew by 6.4%, while the number of
people aged 15 to 54 grew by only
1.5%. While the number of persons
aged 15 to 64 will increase by 5% over
the next ten years, the older cohort of
65 plus years will have an even
stronger growth rate of 6%.

Within the 15 to 64 year age group,
where most labour force participants
lie, the older age groups will have the
largest increases. Those aged 45 to 64
will increase by over 66,000 persons.
Meanwhile, those in the 25 to 44 age
group will decline by some 32,000 per-
sons. The number of young persons
aged 15 to 24 will increase by only
5,000 in this period.

Aboriginal persons represented
13% of Manitoba’s population in 2001.
As this segment of the population is
younger than the non-Aboriginal popu-
lation, it is likely to contribute an
increasing proportion of the province’s
population and labour force growth
over the next few decades (Figure 2).
Between 2000 and 2010, the proportion
of Aboriginal individuals in the youth
population will increase from 10% to
13%. Similar increases will occur with
25 to 44 year olds and 45 to 64 year
olds. The inclusion of Aboriginal
Manitobans in the labour force is cru-
cial to Manitoba’s continuing prosperi-
ty.

However, Aboriginal Manitobans
face significant barriers to participating
in the work force. Aboriginal educa-
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tional achievement trails achievement in

the population as a whole, economic

opportunities on reserve are limited and
rates of Fetal Alcohol Syndrome and

Fetal Alcohol Effects are higher than

rates in the provincial population as a

whole.

In response to these challenges, an
Aboriginal Issues Committee of Cabinet
has been established. Chaired by the
Premier, the committee will build on
new partnerships that have been struck
with Aboriginal communities in priority
areas such as justice, hydroelectric
development, education and training,
and services for children.

The low unemployment rate and
aging workforce have highlighted skills
shortages that need to be addressed.

While Manitoba’s cost of living is
relatively low, wages in many sectors of
the economy are also low, resulting in
many families living with low incomes.
For example,

*  12% of two-adult families with
children fall below the before-tax
Low Income Cut-Off (LICO-IBT),
the second-highest rate in Canada;

*  529% of lone-parent families fall
below the LICO-IBT, the second-
highest rate in Canada; and

e 22% of children live in families
that fall below the LICO-IBT, the
second-highest rate in Canada
(Human Resources Development
Canada, 2003).

There is some concern that the use
of LICO-IBT results in higher rates of
low income in Manitoba than is actually
the case. The limitations of LICO-IBT
are well known (Gilbreath, 1997,
Wolfson and Evans, 1989). Further-
more, internal Finance Department
work suggests that before-tax LICOs
may not be an appropriate measure for
interprovincial comparisons, because
they do not reflect differences in costs
of living, dramatically different provin-
cial tax systems, or differences in age.

For example, when lower tax rates,
enhanced provincial tax credits, and
federal and provincial benefit programs
are included, a senior couple in
Manitoba with $40,000 in income has
more disposable income than a two-
earner non-senior family of four with
$60.,000 in income. Before-tax LICOs
do not reflect the increased fiscal capac-
ity of seniors as compared to non-sen-

iors with the same income.

Recent federal-provincial work on
Market Basket Measures (Human
Resources Development Canada, 2003)
may provide a further tool for assessing
the breadth and depth of low income in
Manitoba.

The Fiscal Context

The provincial government’s capac-
ity to act is constrained by fiscal cir-
cumstances. Weakness in the American
economy, the beef crisis and drought
have dampened economic growth and
put pressure on the Budget. There is lit-
tle public support for deficit financing.
In fact, Manitoba’s Balanced Budget
legislation is the most restrictive in the
country. It requires a balanced budget
every year, mandates annual debt reduc-
tion payments and requires approval by
referendum of increases to the rates of
the major tax bases.

While recent political events seem
to indicate that the era of dramatic tax
reductions has run its course, health
care spending continues to consume a
large share of increasing revenues.
Since 1999, increases to the health
budget have taken up over three-quar-
ters of new revenue (Figure 3).

While economic circumstances
have tightened Manitoba’s fiscal situa-
tion in 2003/04, beyond 2003/04
Provincial Government revenue is pro-
jected to increase at an average annual
rate of 3.0% over the medium term, a
rate that reflects solid economic growth,
an ongoing commitment to tax relief
and further progress in addressing fiscal
imbalance in the Canadian Federation.

Program expenditure is targeted to
increase at an average annual rate of
2.0% after 2003/04 — a rate that would
effectively sustain key public services
and provide for modest improvements
in areas of greatest priority, such as
health care reform. It would also give
the Province some latitude in making
key public investments and replenishing
the Fiscal Stabilization Fund.

In addition to the general purpose
debt, Manitoba has an unfunded pension
liability of $3.4 billion. In 2000, the
Government took steps to eliminate this
liability over 35 years by making regu-
lar payments against it. As well, pension
costs of newly hired employees have
been fully funded since 2000. Since

2000, Manitoba has paid $396 million
to reduce its debt and pension liability.
While these payments have resulted in
interest savings, and will provide greater
fiscal flexibility in the future, they cur-
rently constrain program spending.
Within this framework, a small
draw on the Fiscal Stabilization Fund in
2004/05 will complete the adjustment to
the lower revenue track resulting from a
federal accounting error, which cost the
Province $168 million in 2001/02 and a
further $91 million over 10 years.
Future fiscal stability will depend in
part on improvements to federal equal-
ization and health transfer payments.

Policy Response — Putting the
Right Programs Into Place

When the New Democratic Party
took power in 1999, it decided to reject
the existing philosophy that tax cuts and
workfare programs alone would reduce
the number of people on employment
assistance. Instead, the new
Government believed that educational
opportunity, accessible child care, fair
income support programs, maintenance
enforcement and other initiatives would
provide an effective springboard to
employment and greater independence.

Setting the stage - getting the funda-
mentals right

The first step in creating a commu-
nity where all can work is to get the
economic fundamentals right. Simply
put, if people are expected to move
from welfare to work, there has to be
jobs for them to move to.

The Government adopted an
approach that was balanced, responsible
and put the needs of Manitoba families
first. It undertook to put the Province’s
financing on a sustainable footing, by
implementing a debt reduction plan,
introducing responsible and sustainable
tax reductions, and making investments
in both physical and social infrastruc-
ture.

The Government’s goal has been to
maintain Manitoba as an affordable
place to live, work and invest. Each
year Manitoba Finance compares inter-
provincial taxes and living costs, and
Manitoba consistently ranks as one of
the two most affordable provinces to
live in, across all income and family
types (Figure 4).
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Manitoba Finance also has a model
that evaluates Manitoba’s tax structure
and cost environment for manufactur-
ing firms. Again, Manitoba consistently
ranks as one of the most affordable
places in North America to do business.

The success of this approach is
shown by the fact that Manitoba has
had continuous growth in private sector
investment. By 2002, private sector
investment in Manitoba was at a record
high - 12% higher than in 1999.

While the Government is focused
on creating an environment where the
private sector can create jobs, direct
intervention is also used where neces-
sary. Some of the direct interventions to
encourage economic growth include:

e  Manitoba Hydro is currently look-
ing at building a new power plant
in Northern Manitoba. The spin-off
benefits will create new economic
opportunities, and will provide
much-needed training and job
opportunities for northern resi-
dents;

e Targeted tax incentives, such as the
Equity Tax Credit, the Labour-
Sponsored Venture Capital Tax
Credit, and the Community
Enterprise Development Tax Credit
have been used to leverage further
private investment, often from
individuals who have not previous-
ly made equity investments;

e Direct loans through the Manitoba
Industrial Opportunities Program
and training grants have been pro-
vided to major Manitoba manufac-
turers, to assist them to retool their
plants and expand their operations
in Manitoba; and

e Direct government investment in
necessary infrastructure such as
roads, health facilities and educa-
tion facilities has been increased.

Training and education is the key to
realizing opportunities

Getting the economic fundamentals
right has created employment opportu-
nities, and the Manitoba unemployment
rate is correspondingly low. However,
there is still a mismatch between avail-
able jobs and the skills of unemployed
workers and people on income assis-
tance.

In particular, people need the skills
to access the jobs that are available.
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There is a need to focus on specific
groups such as aboriginal people,
Northerners and rural Manitobans.
Finally, training and services need to be
delivered where those people live.

The Government has undertaken
several initiatives to increase education
and training opportunities, especially
for groups which have traditionally
been disadvantaged.

The College Expansion Initiative
was created to remedy the chronic
underdevelopment of Manitoba’s four
public colleges that has placed them
near the bottom of interprovincial train-
ing comparisons. CEI is intended to be
a catalyst for the growth and evolution
of Manitoba’s college system. It is an
economic priority of Government and
is intended to double community col-
lege enrollment over 4 years (Figure 5).

To date CEI has funded approxi-
mately 50 programs, in areas such as
nursing, aerospace manufacturing, civil
technology, and early childhood educa-
tion.

The Government instituted a pro-
gram of Industrial Training
Partnerships, working with industry
associations to develop sectoral
approaches to human resources solu-
tions. The sectoral approach provides
opportunities for joint ventures between
companies and education/training
providers.

These partnerships work best in
sectors that have an umbrella associa-
tion representing a significant number
of companies that:

* demonstrate a long-term commit-
ment to strategic human resource
planning;

e provide employees with portable
skills; and

e are willing to share in the cost of
training.

By bringing together companies,
education/training providers and other
labour market partners, the sectoral
approach provides opportunities not
readily available to individual compa-
nies.

Through the Canada-Manitoba
Labour Market Development
Agreement, Manitobans get assistance
to prepare for, gain and maintain sus-
tainable employment through direct
service and partnerships with communi-
ty, industry and employer groups. A
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continuum of education, training and
employment programs are provided
through the Employment and Training
Services Branch, including:

e employment benefits

— employment partnerships -
designed to create meaningful
work experience opportunities
for eligible individuals or to
provide short-term work expe-
rience to enable the acquisition
of skills needed by the local
community. Participants may
receive pre-employment prepa-
ration, skills enhancement,
work experience, a job place-
ment and/or job maintenance
or support services.

—  skills development - designed
to encourage individuals to
acquire skills through educa-
tion and training for purposes
of ending dependence on EI
benefits and entering employ-
ment.

—  sponsorship and coaching of
self-employment initiatives.

— wage subsidies - designed to
help workers, who are at risk
of long-term unemployment,
lack experience or face other
barriers to employment, to find
a job and gain work experi-
ence.

e employment measures

— employment assistance servic-
es - under this measure, third-
party partners such as commu-
nity-based organizations are
contracted to help unemployed
and job-threatened individuals
to prepare for, find, obtain or
maintain employment that
meets the needs of the commu-
nity.

— labour market partnerships -
Manitoba will form partner-
ships with employer and
employee groups, associations
and other delivery agents to
facilitate activities to assist the
unemployed to return to work
or those threatened with job
loss to find other employment.

The Access Program provides

funding to post-secondary education
institutions for specialized programs for
individuals who traditionally have faced
barriers to post-secondary education.
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Examples of Access Programs include:

e the Brandon University Northern
Teacher Education Program (BUN-
TEP), an off-campus Bachelor of
Education degree program serving
the North;

e University of Manitoba Access -
North and South, which provides
access to educational opportunities
on-campus for northern and rural
residents;

e The Special Pre-Medical Studies
Program, a 2 to 4-year program
preparing Aboriginal students for
entrance into medical and dental
schools or other health-related fac-
ulties;

e The Northern Bachelor of Social
Work Program, a 4-year Bachelor
of Social Work program in
Thompson run by the University of
Manitoba;

*  An off-campus Bachelor of Social
Work Program training social
workers for Winnipeg’s inner city;

e  The Engineering Access Program
provides a 4-year Bachelor of
Engineering degree for Manitoba
Aboriginal students;

e The Winnipeg Education Centre
runs an off-campus Bachelor of
Education program and an off-
campus Bachelor of Social Work
Program training teachers and
social workers for Winnipeg’s
inner city; and

e The Northern Nursing Program and
the Southern Nursing Program,
which provide training to obtain a
nursing degree.

The Government supports the
Urban Circle Training Centre, which
provides a holistic approach to training
and employment opportunities for
Aboriginal people in the fields of health
care, academic upgrading and comput-
ers. All programs include life skills,
cultural awareness of work experience
components.

Manitoba has also signed employ-
ment and training agreements with First
Nations to provide skills training closer
to where First Nations peoples live.

The Government is establishing a
University College of the North, to
improve post-secondary education
opportunities for Northerners.

In 2003, the Cooperative Education
Tax Credit was introduced, to give

employers an incentive to hire and train
students in a recognized coop education
program.

Lending a hand - welfare to work

Even when the economic funda-
mentals are right and the education and
training programs are in place, the
Government needs to go further and
work directly with people on income
assistance, as well as low income fami-
lies, to ease the transition into perma-
nent, meaningful work.

Ending ineffective initiatives

The first step was to stop doing
what was not working. To this end, the
previous practice of taking a punitive
approach to people on income assis-
tance, in the hopes of driving them off
the assistance rolls out of desperation,
was ended.

The new Government also ended
the experiment with workfare. It has
been Government policy all along that
people who are able to work should do
so and be expected to do so. However,
the new Government focused on effec-
tive employment training and lowering
the barriers that people encounter when
trying to take advantage of opportuni-
ties for permanent long-term work,
such as services for people with addic-
tions and inflexible child care services.

The welfare fraud line was termi-
nated. The fraud line was a phone num-
ber that people could call to report sus-
pected cases of welfare abuse.
Accompanied by large billboards in
certain areas of the Province, the fraud
line encouraged people to inform on
their neighbours, and mostly served as
a forum for escalating disputes between
neighbours.

Income assistance remains an
important part of the social safety net.
Effective January 2004, general income
assistance rates for individuals were
increased by 4.5%, and by an equiva-
lent amount for persons with disabili-
ties. This will help pay for the costs of
a phone to help in job searches, provid-
ing greater flexibility and dignity for
citizens on assistance.

The income assistance regulations
were changed to allow persons with
disabilities to establish trust funds that
can be used to improve their quality of
life without reducing their benefits.

The Government ended the claw-
back of the National Child Benefit
Supplement from families on social
assistance, for all children up to the age
of majority. Most recipients felt that the
clawback was unfair and punitive. The
Government ended the clawback as a
matter of principle, and because there
was no evidence to support the theory
that clawing back the NCBS improved
labour force participation (Centre for
the Study of Living Standards, 2002).

Getting the policy mix right

The second step was to get the pol-
icy mix right, to encourage people to
move from welfare to work.

First, the minimum wage has been
steadily increased, from $6 per hour in
1999 to $7 per hour on April 1, 2004,
which has maintained the relative value
of work over welfare. This offsets any
negative effect from ending the NCBS
clawback and raising assistance rates.

The Government also increased
resources for maintenance enforcement,
to ensure non-custodial parents shared
in the responsibility of raising their
children, and to make sure that single
parents had access to the resources they
need. Manitoba led a national initiative
on reciprocal enforcement of mainte-
nance orders, so that non-custodial par-
ents cannot evade their responsibilities
by moving out of the Province.

Funding for Access Programs was
increased, after more than a decade of
frozen funding.

The two-tier social assistance sys-
tem, where municipalities administered
general assistance and the Province
administered other types of assistance,
was replaced with a single-tier, provin-
cially administered system. In return,
municipalities agreed to provide job
opportunities for employable assistance
recipients.

Perhaps most importantly, the
Building Independence initiative was
introduced, which promotes opportuni-
ties for income assistance participants
who are looking for work and wanting
to participate meaningfully in their
communities.

Building Independence:

e provides substantive links to train-
ing and employment for income
assistance participants with other
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government departments;

e provides a range of supports to
reduce barriers to employment;

e provides job readiness assessments;
and

e develops and supports initiatives in
partnership with agencies.

The Building Independence initia-
tive develops and coordinates initiatives
that help income assistance participants
make real links to employment. The
initiative also provides support for proj-
ects aimed at promoting job opportuni-
ties and increasing job skills and
employability.

The Government also introduced
significant tax relief. The middle and
top bracket tax rates were reduced, the
value of non-refundable tax credits was
substantially increased and the Family
Tax Reduction was expanded. These
changes have benefited low income
families. While tax reductions for the
poor have limited direct benefits, they
are important because they build faith
in the future. Too often low income
families view tax reductions as a bene-
fit for the well-off. By extending tax
reductions to low-income families, gov-
ernments demonstrate their commit-
ment to progressivity.

Making cross-sectoral linkages

The third step was to make cross-
sectoral policy linkages.

Child Care

Perhaps one of the most important
cross-sectoral linkages is child care.
Access to affordable quality child care
is a significant barrier to moving from
welfare to work. Often, this critical link
to employment is overlooked when
transition programs are designed.
Manitoba has made the link between
affordable, accessible child care and
work opportunities through its new
five-year plan for child care.

The plan identifies three major
areas to be addressed over the next five
years by the Manitoba government, in a
partnership with key stakeholders and
the Government of Canada - quality,
accessibility and affordability.

Since April 2000, Manitoba has
increased its investment in child day
care by 43 per cent (Figure 6). The per-
centage of funded spaces has increased
by almost 19 per cent since then.
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It is anticipated that by the end of
March 2007, an additional 450 newly
trained early childhood educators will
have graduated, there will be 5,000
additional funded spaces, subsidy
income levels and allowable deductions
will be adjusted to ensure more low and
middle income families are eligible for
full or partial fee subsidies, the $2.40
non-subsidized daily fee for subsidized
families will be reduced, and more sub-
sidies for child care will be available to
support newly created spaces.

More support for infant care has
been provided, and the amount of time
parents can leave their children in child
care while the parents look for work
was increased from two weeks to eight
weeks.

This should dramatically improve
opportunities for parents to make the
transition to work.

Healthy Child

The Healthy Child initiative was
introduced to complement other early
childhood interventions such as child
care. To help children reach their poten-
tial, Healthy Child Manitoba works
with families to support their children
within strong communities. This sup-
port has short-term effects, by giving
parents resources to move to employ-
ment, and long-term effects, by break-
ing the cycle of dependency.

An important feature of Healthy
Child is leadership. Led by the Healthy
Child Committee of Cabinet, Healthy
Child Manitoba bridges departments
and governments and, together with the
community, works to improve the well-
being of Manitoba’s children and youth.

The Province of Manitoba, with its
community partners, has developed a
continuum of programs and services for
children, youth and families including:
e Parent-Child Centred Approach -

Brings resources together through

community coalitions across the

province to support parenting,
improve children’s nutrition and
literacy, and build capacity for
helping families in their own com-
munities;

e FAS Strategy - The Fetal Alcohol
Syndrome Strategy helps with the
prevention, intervention and care
and support of individuals with
FAS or alcohol related birth
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defects;

e Healthy Baby - A two-part program
of financial assistance for nutrition
during pregnancy and community
programs that offer nutritional and
health education to expectant and
new families;

e BabyFirst - A community based
home-visiting program offering
information and support to parents
facing the many challenges of car-
ing for a baby;

e Early Start - A community based
home-visiting program for families
with children aged 2 to 5. The
goals of Early Start are to help sup-
port families to strengthen parent-
ing skills, connect with the com-
munity and get children ready for
school;

e Healthy Schools - Bridges the gap
between health and education to
improve the wellness of children
and families in communities with
higher than average factors of risk
to good health. This initiative is in
the early stages of development;
and

e Healthy Adolescent Development
Strategy - Supports healthy adoles-
cent development, including initia-
tives for teen pregnancy preven-
tion, through teen-centred preven-
tion and intervention programs.

Child Welfare

Manitoba has devolved child wel-
fare authority to First Nations and
Meétis agencies, and expanded the off-
reserve authority of the First Nations
agencies, so that child welfare services
are provided in a culturally appropriate
manner. This initiative will complement
other early childhood strategies. An
added benefit will be the creation of
further employment opportunities for
Aboriginal people.

Affordable Housing

The Government has also made the
link between affordable housing and
moving from welfare to work. A short-
age of affordable housing can be a bar-
rier to moving off welfare. In response,
the Affordable Housing Initiative (AHI)
was introduced.

The AHI is a five-year joint ven-
ture of the federal and provincial gov-
ernments, developed to increase the
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supply of affordable rental units and
new housing available in Manitoba.
This will be achieved by supporting the
development of new rental and home-
owner units, offering a repair/conver-
sion option, and providing homebuyer
down payment assistance. New or reno-
vated units may also be supported
through rent supplements.

The AHI targets low- to moderate-
income renters, urban families, off-
reserve aboriginal people, northern resi-
dents, seniors, persons with disabilities
and new immigrants.

To complement the AHI, a rent reg-
ulation regime is maintained to keep
rents predictable and affordable, while
providing flexibility for landlords with
high-end rental units and investors who
build new rental units.

Community Development

The final cross-sectoral program is
Neighbourhoods Alive!.
Neighbourhoods Alive! is a long-term,
community-based, social and economic
development strategy that recognizes
that building healthy neighbourhoods
requires more than an investment in
bricks and mortar. As a result, Neigh-
bourhoods Alive! supports and encour-
ages community-driven revitalization
efforts in designated neighbourhoods in
a number of key areas including:
¢ housing and physical improve-

ments;
¢ employment and training;

e education and recreation; and
e safety and crime prevention.

Finally, these disparate elements of
social and economic policy have been
drawn together into three regional com-
munity and economic development
plans — for Winnipeg, rural Manitoba
and the North.

The Winnipeg plan emphasizes
downtown revitalization, safe neigh-
bourhoods, affordable housing, inner
city partnerships, expanding research
and development, and maintaining key
industries.

The rural plan emphasizes agricul-
tural diversification, health and educa-
tion, infrastructure, conservation and
alternative energy.

The Northern plan emphasizes an
integrated approach to health, educa-
tion, transportation, housing,
hydropower and ecotourism.

Results

These policies are yielding results.
Statistics show that employment oppor-
tunities in Manitoba are as strong as
they have ever been:

e Manitoba had the best unemploy-
ment rate in Canada in 2002.

e Manitoba’s youth unemployment
rate was also the best in Canada at
10.2%, well below the 13.6%
national rate. Manitoba’s youth
employment exceeded 98,000 in
2002, its highest level since 1990.
After falling through most of the
1990s, Manitoba’s youth employ-
ment has increased for four consec-
utive years.

e Interprovincial migration losses are
the lowest they have been in years
(Figure 7).

e The province achieved low unem-
ployment rates despite a record-
high increase in the labour force in
2002. Total labour force increased
by 1.9%, the strongest rate of
labour force growth in over 15
years. Similarly, Manitoba’s labour
force participation rate increased to
69.2% from 68.1% in 2001, the
highest labour force participation
level ever recorded, and second in
Canada behind Alberta.

e Manitoba’s total employment rose
by 9,100 jobs. Manitoba achieved
record-high levels of employment
in 2002.

e While the rate of employment
growth was low, this was largely
due to the fact a record number of
people were already working.

e Manitoba’s private sector account-
ed for approximately three-quarters
of all net jobs created in Manitoba
in 2002.

These changes in the labour force
have yielded results for income assis-
tance caseloads. The average annual
caseload has declined by over 4,300
cases, or 12%, since 1998/99 (Figure
8). Furthermore, the composition of the
caseload has changed. General assis-
tance cases have fallen by over 50%
since 1998/99, while the disabilities
caseload has increased 32%. Persons
with disabilities now make up 51% of
the caseload, up from 34%, while gen-
eral assistance cases make up less than
20% of the caseload (Figure 9).

Getting the Mix Right -
Focus on the Future

While progress is being made in
helping people move form welfare to
work, there is still work to be done.

Employment growth needs to be
strengthened over the long-term.
Manitoba’s emphasis on increasing
immigration and building and restoring
major infrastructure should increase
employment growth. In turn, these
newly employed Manitobans will gen-
erate demand, which will increase
employment growth further.

Manitoba Finance officials have
completed a spreadsheet-based comput-
er model that predicts the impact that
changes in income or family circum-
stances will have on the financial posi-
tion of individuals or families. The
model includes all sources of income,
federal and provincial income taxes and
payroll taxes, cash benefits such as the
Child Tax Credit or provincial rent sup-
port, and in-kind benefits such as child
care subsidies and Pharmacare.

By changing family circumstances,
such as the addition of another child, or
by changing incomes, the model deter-
mines whether a family gains or loses,
and by how much, when their circum-
stances change. It also derives the
effective tax rates facing individuals or
families over a range of incomes.

Preliminary results indicate that
work is needed on reducing marginal
effective tax rates. For example, a sin-
gle parent with one pre-school age child
making $23,000 per year faces a mar-
ginal effective tax rate of 64% when
items such as the reduction of child
care subsidies and the clawback of
child benefits are factored in (Figure
10).

If the single parent moves from
income assistance to a full-time mini-
mum wage job, her marginal effective
tax rate is negative. In other words,
moving from welfare to work triggers
an increase in income over and above
the difference between earned income
and income assistance, as she is now
eligible for a number of refundable tax
credits.

High marginal effective tax rates
are often the result of stacking of pro-
gram benefits. The working supplement
model tracks 13 different provincial
benefits and 6 different federal benefits,
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as well as 1 provincial tax and 3 federal
taxes. In the example above, the single
parent is affected by 6 different pro-
grams and 4 different taxes.

In the future, Manitoba will exam-
ine whether the broad range of boutique
programs that are available can be mod-
ified or consolidated to reduce high
marginal tax rates that may be a disin-
centive to participating in the labour
force.

Manitoba is also closely monitor-
ing the development of market-basket
measures of low income to determine
their usefulness as a policy tool for set-
ting welfare rates and establishing non-
refundable income tax credits.

Finally, efforts to date have
focused on income support and the pro-
vision of in-kind services or benefits.
However, the ability of low-income
families to build assets is also a con-
cern. Research has shown that families
need to build sufficient assets to obtain
education, purchase homes and start
their own businesses (Ganzglass and
Kane, 1997; Sherraden, 1991)). Asset
building stabilizes families and commu-
nities and generates many positive
returns. (Clones, Friedman, Grossman
and Wilson, 1995; Page-Adams and
Sherraden, 1997)

To this end, the Manitoba
Government is supporting a pilot proj-
ect on Individual Development
Accounts in Winnipeg. The initiative
includes asset-building for business and
home ownership, and therefore comple-
ments the federal learn$ave pilot proj-
ect, which focuses on education.
Preliminary results from this pilot proj-
ect have been encouraging.

Conclusion

Manitoba’s approach to moving
people from welfare to work has not
been limited to either coercive or
microeconomic techniques. Instead, it
has focused on both the demand side -
providing greater opportunities - and
the supply side - building greater capac-
ity.

This strategy was not developed
centrally. Rather, it was the result of a
Government composed of people with
shared values, a common vision, and a
defined purpose, each acting in their
own area of responsibility.

The strategy on moving from wel-
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fare to work is part of our overall eco-

nomic growth strategy, as developed by

the Premiers Economic Advisory

Committee. The strategy is:

e education first;

e building through research and
innovation;

e raising and retaining capital;

e affordable government;

e growth through immigration;

*  building communities; and

e Dbuilding on our energy advantage.
By integrating social policies with

economic strategies, Manitoba has

made significant progress in creating a

community where all can work.
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Figure 1. Labour Force Population
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Figure 2. Aboriginal Population by Age Groups
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Figure 3. Change in Health Spending vs. Growth in Revenue
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Figure 4. Manitoba Interprovincial Rank on Taxes and Living Costs
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Figure 5: Enrollment in Manitoba Colleges
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Figure 6: Child Care Funding
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Figure 7. Manitoba Total Net Migration
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Figure 8. Decline in Assistance Cases
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Figure 9. Change in Assistance Case Composition
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Figure 10. Marginal Effective Tax Rates — Single Parent
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