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Editor's Introduction
A. R. Dobell
The North American Institute's Spring 1997 Forum took place in Winnipeg, Manitoba June 20-22,
hard on the heels of historic floods which underlined the essential roles of federal and sub-national
governments as well as private individuals and non-government organizations in pulling together to
enable people to help each other effectively in times of need. As the principal organizer of the Forum,
Charles Kelly of NAMI-Canada, observed in opening the meeting, its purpose was not just to
undertake a conventional examination of social policy in comparative perspective, but also to look
for the practical lessons we might draw from each other's recent experience. And the focus was to
be not just conceptual issues in policy design, but more importantly, practical problems in program
delivery.
The papers contained in this volume underline an important general lesson--the need to be careful
in drawing lessons across diverse circumstances. North American perspectives, it is clear, arise from
diverse experiences in countries which, while responding to common pressures, are shaped by
different histories and differing priorities.
The plan for this meeting was to explore some of this historical context, including issues of design
and redesign, in comparative fashion, but principally as background to examination of the
implications for delivery systems. The distinguishing feature of the meeting was its focus on
alternative service delivery and the challenges of bringing new information technologies to bear on
long established public services in a more integrated North American community.
None of the papers here promises a comprehensive account of even national experience in this vast,
complex and rapidly changing field. What they do offer is individual views of particular facets in the
evolution of large public structures toward a richer diversity of institutional arrangements in
increasingly devolved and decentralized delivery systems, many involving private sector service
enterprises in an integral way.
Thus the discussion in Part I explores the social context for social policy. It provides a historical
backdrop, including, in Mexico, the influence of a new younger generation of technically
sophisticated senior responsible for management of social policy during a dramatic transformation
of a rapidly developing economy with a young population confronting broad structural adjustment.
Several key themes-concern with retrenchment and inequality, policy change by stealth or
brinkmanship, the struggle to identify the appropriate core roles for government in the face of
growing private competition for market share in the provision of public services-identified here recur
throughout later discussions.
The pursuit of subsidiarity and devolution of responsibilities in the sphere of social services forms the
core of Part II. Changing structures of governance provide a starting point, but inter-institutional
arrangements and partnerships to provide for the involvement of private enterprise and other
non-government organization are the central concern.
North American Institute Forum – Winnipeg 1997
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Opportunities for redesign of national systems to achieve greater delegation of responsibilities for
delivery of programs, but also greater integration of services for individuals, are examined in Part III.
The extent to which innovation in this direction is constrained in an era of restraint and
retrenchment, and in the context of growing appeal to a new managerialism in public service is a key
question. Discussion of these design issues in the case of Canada and Mexico remains focussed on
a rethinking of federal responsibilities.
With the promise of new technologies as well as new organizational doctrine, the question of
alternative service delivery in the field of human and social services poses many challenges for
organizational innovation. Part IV focuses substantially on the United States as the country which,
of the three here, has pushed furthest down this road. The particular opportunities offered by the
restructuring of the organizational machinery for delivery of services are addressed, with attention
to provision of both customer-oriented services and citizen-centred governance. Central to these are
the opportunities opened up by effective use of new information technologies in re-engineering
existing structures to meet public expectations for more integrated and responsive service delivery.
In this volume, some re-ordering of the papers from the sequence in which they were delivered and
discussed at the Forum itself has occurred. Because the taped recordings of the proceedings of the
meeting were stolen (along with some audio equipment) during the overnight break prior to the last
session, transcription of the oral presentations up to that point was impossible, and for some no hard
copy exists. A short note by Steve Rifkin, prepared for NAMI's traditional opening informal panel
exchange on developments in the three countries, has been included in Part III to take advantage
of the interesting ideas it raises about fully private litigation options in some areas of human services.
A dinner speech by Evelyne Rodriguez documenting innovative and integrative program design at
the federal level in Mexico has been coupled with a complementary paper by Eduardo Gonzalez in
Part III. And the presentation by Jean Rogers on the Wisconsin Works program is now included in
Part IV (though this is of course not reflected in the introductory comments by Bob Carlson for that
session) as the final paper in the discussion of opportunities for alternative service delivery through
the re-engineering of government structures.
As organizers of this meeting on behalf of the North American Institute, NAMI-Canada
acknowledges with deep thanks the support of the sponsors for the event, the Ford Foundation, the
Charles R. Bronfman Foundation, and especially the IBM Human Services Competency Centre,
which both provided major funding and stimulated the initial discussions leading to the organization
of the Forum itself. The active cooperation of the Government of Manitoba Department of Training
and Education and its Deputy Tom Carson is also gratefully acknowledged. Finally, the editor
expresses thanks to Jenny Cox for extraordinary duties in transcribing the few tapes which did remain
from the meeting, and to Justin and Norah Longo for their invaluable help in the editing and
preparation of this publication.
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I. Change in Social Policy: Issues and Trends

Transformation: Canadian Social Policy, 1985-2001
Ken Battle
Introduction
Defenders of the welfare state - including social advocates, anti-poverty groups, labour, women's
groups, the New Democratic Party and the academic left - accuse Canadian governments of selling
our birthright of social programs that are an essential ingredient of our national identity and
distinguish us from Americans. Governments and their supporters reply that they must take tough
and sometimes painful action to modernize our social safety net in the face of profound economic,
social and political changes that challenge its viability.
Never the twain shall meet when it comes to judging the necessity and impact of the many changes
that have been imposed on Canada's social programs over the past decade and a half. However,
governments and their critics can find common ground on one point: The extent, pace and depth
of change in Canadian social policy has been extraordinary.
The degree of change lies in the eye of the beholder, but I would characterize the recent and ongoing
changes to Canada's social programs to be nothing short of a transformation. I stop short of calling
it a 'revolution' only because the latter conjures to me tearing down the old order and erecting a new
one. That has not been the case for social policy, which is not unexpected since Canadians have
never been ones for revolution: Canada has kept in place much of the architecture of its postwar
welfare state, though it has made major changes to virtually every social program and to the
all-important division of labour between the federal and provincial/territorial governments in what
Professor Keith Banting of Queen's University has called our 'bifurcated welfare state.'
This paper has three main purposes. As requested by the Conference organizers, the paper provides
a synoptic and fairly critical account of changes to major social programs and policies. But before
doing that, it briefly identifies the major social, economic and political pressures driving the
transformation of Canadian social policy. It ends by briefly identifying several themes flowing from
the substantive analysis and my own insights as a long-time (well, middle-aged anyway) observer of
the Canadian social policy scene.
A few caveats are in order before I proceed.
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I cannot possibly discuss with authority the full range of Canadian social programs, since that is
beyond my or any other expert's capacity and the scope of this paper. However, I do cover most of
the main social policy waterfront, albeit not in the depth or detail that I and others have written
elsewhere - or this paper would grow into a monograph. While I tend to concentrate on federal social
programs because that is where the biggest changes have occurred, the paper by no means excludes
major provincial programs. The provinces play as large a role at the delivery end of social security
as the federal government. As we shall see, changes in federal social policy will have a significant if
not profound effect on provincial social policy.
The paper provides a critical account of what governments have done to social policy. For the most
part, I do not put forward my own proposals for reform or provide a critique of what others have
recommended - though on occasion I cannot resist. Nor do I discuss at any length criticisms that
social groups and other analysts have made of social reforms. Otherwise, the paper would become
impossibly long.
Terminology is a problem for social policy in Canada, let alone among countries. This paper uses
'social security system' in the generic sense to mean the wide range of social programs, including
income security (e.g., child benefits, pensions, Unemployment Insurance, workers compensation,
welfare and social tax expenditures), social services, training and other employment programs, and
insured health care. The term 'welfare state' is not generally used outside of academic circles in
Canada, and in any case is confusing because it resonates of welfare (the popular word for social
assistance) which is only one program among many. However, out of desperation for synonyms to
'social security system' or 'social programs', I sometimes use 'welfare state' or 'social safety net', the
latter being a phrase used by the Canadian media, social groups and politicians. To relieve the tedium
of repetition, at times I use 'Ottawa' as a synonym for 'the federal government'.
I now work independently of government and consider myself a critical observer of social policy,
having spent much of my career analysing, interpreting and chronicling changes to social programs.
While I would not put myself fully in one camp or another, I have argued for years that Canada's
social programs need to be reformed; on the other hand, I have been highly critical of many of
changes which successive governments have made. However, I must admit to being a part-time
participant in the transformation of social policy as well as observer, having served as a member of
Lloyd Axworthy's Ministerial Task Force on Social Security Reform and having played a key role in
the development of two new and significant changes to Canadian social policy - the Seniors Benefit
and the National Child Benefit.
Forces for Change
The pressures to reform Canada's social security system come from a variety of sources. It would
require another paper to do justice to this important subject. Here, I can only mention in passing
some of the key pressures on our social programs.
The graph on the following page illustrates the trajectory of Canadian social policy during the
postwar period. The solid black line shows total spending by the federal, provincial and municipal
4
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governments on social programs, while the dotted line is the federal deficit. The major social
programs are dotted throughout; those on the positive side of the ledger are new programs which
added to social spending, while those on the negative side of the ledger are social programs that have
sustained cuts and other restrictions.

The major growth in social programs occurred in the 1940s, 1950, 1960s and first part of the 1970s.
Unemployment Insurance(UI) was legislated in 1940 and Family Allowances (FA), a demogrant, in
1945. Old Age Security, a demogrant for seniors, appeared in 1951. In the 1950s, the federal
government shared the cost of provincial welfare programs through several Acts which, in 1966, were
consolidated into the Canada Assistance Plan (CAP). Universal public hospital insurance developed
North American Institute Forum – Winnipeg 1997
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in the late 1950s and was extended to cover doctors' services in the mid-1960s to create a
comprehensive national health insurance system popularly known as 'medicare. In the 1960s, the
federal government created the Canada Student Loans program, the Vocational Rehabilitation of
Disabled Persons Act (VRDP), the Adult Occupational Training Act, the Canada Pension Plan
(Quebec out in place the parallel Quebec Pension Plan) and the Guaranteed Income Supplement
for low-income seniors. Unemployment Insurance was liberalized and expanded in 1971, Family
Allowances were tripled and indexed in 1973 and in 1976 the Spouse's Allowance (SPA) program
for low-income spouses 60-64 was added to the arsenal of federal seniors benefits. The refundable
child tax credit (CTC) for low-income and middle-income families with children was added in 1978.
Since the mid-1980s, most major social programs have been cut back one way or another. Child
benefits were partially de-indexed and benefits reduced for middle-income and eliminated for some
upper-income families. Elderly benefits were income-tested and thus reduced and in some cases
eliminated for better-off seniors. Unemployment Insurance was severely tightened an recently
renamed Employment Insurance. Federal social transfers to the provinces for health, welfare, social
services and postsecondary education were consolidated and reduced under the Canada Health and
Social Transfer (CHST) in 1996. The Canada Pension Plan will undergo a major acceleration in
contribution rates to move it from pay-go to partial funding and benefits will be trimmed.
However, two new social programs - the Seniors Benefit (which comes into play in 2001) and the
emerging federal/provincial National Child Benefit - will increase benefits for low-income recipients
and are in my view major, positive advances in social policy.
Dwarfing all forces has been the commitment by both the federal and provincial governments to
reduce their deficits, which has dominated the federal agenda since at least the mid-1980s and come
to be accepted by economic and political elites if not most of the electorate. But even without the
fiscal imperative to curb spending, social programs are hard pressed to cope with pressures arising
from major changes in society and the economy.
Canada's astronomical unemployment rate, which is much worse in some regions and communities
than others, is a heavy weight on the social security system. The high rate and increasing duration
of joblessness have placed onerous demands on Unemployment Insurance, employment services,
welfare and health care. Unemployment also erodes the tax base of the federal and provincial
governments and thus increases pressure to cut back on social benefits.
The growth in the 1980s and 1990s of so-called 'nonstandard' jobs which are typically low-wage,
benefit-thin, career-less, unstable and performed by women has led to an increase in market income
inequality. There is evidence of shrinkage of employment in the middle-earnings range as the
expanding services sector has divided between well-paid high-skilled and poorly-paid low-skill jobs
- known in Canada as the 'good jobs/bad jobs' phenomenon, for the title of an influential study of the
(since-abolished) Economic Council of Canada. Growing inequality in working time since the
mid-1970s has added to wage inequality.
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The unequal and unstable labour market exerts pressures on social programs. Jobs are no antidote
to poverty, as witnessed by the most recent poverty statistics which showed that more than half of
low-income families (52.7 percent in 1995, up from 48.0 percent in 1994) work but remain poor
because they earn low wages and/or can only find seasonal or part-time employment. While most
couples now have both spouses in the work force, many such families live only are a pay cheque away
from poverty. The large majority of single-parent families in Canada are led by women; 43.1 percent
of female single parents in the work force do not earn enough to lift their family above the poverty
line. Some low-income Canadians receive income from a combination of wages and social programs
such as Unemployment Insurance and welfare. Research has shown that low-income households face
a greater risk of social and health problems, and often have to turn to social programs for help.
Traditionally, economic growth has tended to reduce poverty while recessions increased poverty. But
this relationship broke down in 1995, the most recent year for which income data are available.
Canada's poverty rate rose from 17.1 percent in 1994 to 17.8 percent in 1995, despite a 2.2 percent
real increase in GDP and a decline in the national unemployment rate from 10.4 to 9.5 percent. Only
99,000 new jobs were created in 1995, all of them part-time; full-time employment fell by 22,000 and
average weekly earnings from $578.50 in 1994 (in inflation-adjusted 1995 dollars) to $573.72 in
1995.
Demographic and social changes are another burden on the social security system. The rising labour
force participation of women has increased the demand for child care and squeezed many parents mothers especially - between the conflicting responsibilities of work and home. Marriage breakdown
- Canada has one of the highest divorce rates in the world - is a prime cause of poverty and heavy
welfare and social service caseloads. Our aging population will exert mounting pressure on pensions,
health care and social services until the baby boomers begin to die off in the 2030s.
Alleged failings in Canada's social programs are a major pressure for reform. Change the dates, and
the current mantra 'social programs designed in the 1950s and 1960s are no longer relevant to the
economy and society of the 1990s' is as old as our social programs themselves. There are shelves of
studies dating as far back as the prewar period calling on governments to create or repair social
programs such as pensions, Unemployment Insurance, child benefits, welfare, social services, health
care and federal social transfers to the provinces. Social groups and other social policy 'progressives'
generally complain that Canada's social security system is underdeveloped compared to those in
Europe, especially what they view to be the Scandinavian Nirvana, and vulnerable to
race-to-the-bottom Americanization at the hands of right-wing governments. Many economists and
policy-makers, by contrast, argue that some social programs are part of the very problem they are
supposed to help solve, the prime candidates being 'passive' programs such as Unemployment
Insurance and welfare which are accused of exacerbating unemployment and fostering dependency.
The corporate sector typically views social programs and the payroll and income taxes required to
finance them as a necessary evil at best, if not a drain on the economy and an albatross around the
necks of Canadian businesses struggling to compete on the world economic stage.
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Tax fatigue is another potent source of political pressure to scale back social spending. Canadian
governments have raised taxes substantially in recent years, but there is a growing sense of tax fatigue
amongst the electorate that has not gone unnoticed by their politicians- especially from opposition
parties on the right which campaigned on tax cuts the recent federal election, and Ontario's
Conservative Party which road to power by promising income tax cuts (and a get-tough approach
to welfare reform). Hikes to visible taxes, such as federal and provincial income taxes and payroll
taxes (Unemployment Insurance and the Canada/Quebec Pension Plan), have hit taxpayers hard,
as have invisible tax increases arising from partial indexation. The federal government's replacement
of the invisible, inefficient and unfair federal manufacturers' sales tax with the better but
much-loathed and - above all, visible - Goods and Services Tax (GST) in 1991 evoked far more
anger than the rising income tax burden. The widespread perception that corporations are not
shouldering their share of the tax burden has added to taxpayers' attitude of 'we've had it and we're
not going to take any more.'
In 1945-46, Canadian governments collectively spent $6 billion (in inflation-adjusted 1996 dollars)
or 4.7 percent of GDP on social programs. By 1980, the tally had risen to $92 billion or 14.3 percent
of GDP. Despite substantial cuts to social programs, documented below, social spending continued
to rise throughout the 1980s and into the 1990s, reaching $154 billion or 21.1 percent of GDP in
1992-93. Since then, social spending has eased slightly to $153 billion or 19.5 percent of GDP in
1994-95 (the most recent year for which data are available) mainly as a result of deep cuts to
Unemployment Insurance. The stringent federal Employment Insurance which replaced
Unemployment Insurance and Ontario's draconian cuts to welfare in late 1995 may well reduce
overall social spending to some extent when new data become available. Nonetheless, the social and
economic pressures which increase social spending generally have outweighed the efforts of
governments to shrink the social security system.
Major Changes to Social Policy
towards sustainable social policy
The Liberal government of Jean Chrétien has just been re-elected, though with a bare majority rather
than the overwhelming majority that brought it to power in the autumn of 1993. Two Liberal
Cabinet Ministers from Atlantic Canada, a high-unemployment region heavily dependent on the
social safety net, went down to defeat in large part because of their constituents' anger at Ottawa's
cuts to Unemployment Insurance and social transfers to the provinces. Not coincidentally, the two
Ministers who lost their seat in Parliament had held the major federal social policy portfolios Human Resources Development (which operates the major federal income security and employment
programs) and Health.
But the two Cabinet Ministers and some lower-profile Members of Parliament Canada have been the
only political casualties to date from a remarkable series of changes that successive federal
governments have made to social programs. The story does not begin with the Liberals. It begins with
the election of the previous government, the Progressive Conservatives led by Brian Mulroney, which
came to power in 1983 and governed with two electoral majorities over ten years. And it was not
8
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social programs, but other issues such as the GST and growing voter distrust of the Prime Minister
himself, that contributed to the Conservatives' fling with extinction after the 1993 election.
Conservative Finance Minister Michael Wilson should be remembered by historians as one of the
chief architects of what, for want of a better term, I will call 'sustainable social policy.' Key
characteristics of sustainable social policy include: a leaner, tougher and more geared-to-income
social security system, a reduced though still significant federal presence in social security, a
commitment to base public spending on a zero-deficit fiscal foundation, an emphasis on prevention
and 'active' social programs that will invest in human capital as opposed to 'passive' income programs
which are claimed to engender dependency, and the credo that governments do not have all the
answers and must work together with partners such as employers, the education system and
communities.
Wilson and the Conservatives laid the groundwork for sustainable social policy. His Liberal successor
as Finance Minister, Paul Martin, has built on and extended the social policy reform project that was
launched by his Conservative predecessor. Already one of the most powerful and influential Finance
Ministers and politicians in Canadian history, the brilliantly capable Paul Martin is the other key
architect of sustainable social policy.
Lloyd Axworthy, the first Minister of Human Resources Development, in my opinion has been given
a raw deal by the media and social policy critics. His high-profile Social Security Review, an
ambitious undertaking, was judged as largely irrelevant almost as soon as it got under way. The
Minister of Finance was seen to hijack the social policy reform agenda and dictate the marching
orders on such major initiatives as Unemployment Insurance reform, the Canada Health and Social
Transfer and the Seniors Benefit.
The Minister of Finance's key role in social policy comes as no surprise to anyone who has been a
close observer of the federal scene in the 1980s and 1990s. Paul Martin is the driving force behind
the Liberal government's policy agenda. But Axworthy and his successors as Minister of Human
Resources Development were no mere bit players. They were the lead Ministers responsible for
reforming Unemployment Insurance. Pension reform was not on Axworthy's table, in any case.
The Axworthy Review achieved its primary purpose of putting on the public policy discussion table
important ideas and options for social policy reform, several of which later showed up in the
subsequent reforms. These include options for the reform of Unemployment Insurance, employment
development services and child benefits. A variety of possible improvements to child care were
outlined, including expanding supply and combining child care and child development services.
Various approaches to reforming the Canada Assistance Plan were explored, such as replacing
conditional cost-sharing with a more flexible block-funding arrangement that would remedy the
rigidities of the present system. Another idea was to separate access to disability-related supports and
services from income assistance, so that persons with disabilities would not have to be so dependent
on provincial welfare programs. One of the most contentious ideas was to replace federal financial
support for post-secondary education, which flowed through the provinces under Established
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Programs Financing, with expanded direct assistance to students by means of income-contingent
repayment loans and grants.
social transfers to the provinces
Canada's bifurcated welfare state reflects and helps constitute its confederal system of government.
The federal government delivers major social programs, including old age pensions (Old Age
Security, the Guaranteed Income Supplement and the Spouse's Allowance), the Canada Pension
Plan, Unemployment Insurance, child benefits and veterans' benefits. The provinces also operate
important social programs, including insured health care ('medicare' is the popular term and means
health care for all Canadians), welfare, social services, workers' compensation and, in the case of
Quebec only, the Quebec Pension Plan (a parallel social insurance program to the Canada Pension
Plan). Both levels of government also pay out billions of dollars of social benefits in the form of
income tax breaks (credits, deductions and tax preferences), and both are involved in employment
programs.
The federal government also shares part of the cost of major social programs - welfare, social services,
health and postsecondary education - that fall within provincial jurisdiction and which make up a
large part of Canada's social security system. During the 1950s and 1960s, when Canada's economy
expanded at a heady 5.6 percent average real rate of growth each year and governments usually
collected more than they spent, Ottawa bought its way into the provincial social policy field by
making them an offer they could not refuse - money to help pay for the social programs and health
care system their voters demanded. Partly by transferring some of its taxing power to the provinces
and partly by paying them cash transfers, the federal government footed a sizable portion of the
provinces' growing health and welfare bills. Federal 'transfer payments,' as they are known in Canada,
enabled the provinces to build and develop social security systems far beyond what they could have
afforded on their own, particularly in the case of the smaller 'have-not' provinces.
Provincial social programs are, in effect, national in scope. Virtually all Canadians have benefited
at some point in their lives from one or another of the provincial social programs which the federal
government helps pay for - from insured health care to postsecondary education to social assistance
(welfare) to social services. The latter is a catch-all term covering a wide range of supports to people
with varying needs and problems, including child care for children in low-income families; visiting
homemakers, home supports and personal supports for seniors and persons with disabilities (e.g.,
technical aids and equipment, attendant services and respite services for parents caring for children
with severe disabilities); counselling, casework, assessment and referral services (including child
welfare services for neglected and abused children in need of protection); rehabilitation services (e.g.,
life skills training, job referral and placement) for chronically unemployed people; community
development services aimed at helping members of disadvantaged communities improve their social
and economic conditions; non-insured health benefits (e.g., prescription drugs, dental and eye care);
and legal aid.
Federal social transfers to the provinces came with some important strings attached, though not
many. Federal payments under the Canada Assistance Plan (CAP) for welfare imposed only one
10
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prohibition (no residence requirements) and three requirements (welfare must be available to all
persons in need, there must be an appeals process and the provinces must provide certain basic
program information to the federal government). The only condition under CAP for federal support
of social services was that the latter must be limited to persons in need or likely to become in need
if the service is not provided. Federal transfers under Established Programs Financing (EPF) for
insured health care required that the provinces adhere to the five principles of medicare set out in
the Canada Health Act - comprehensiveness (all services provided by doctors and hospitals deemed
to be medically necessary must be covered), universality (all legal residents of a province must be
eligible for coverage after a minimum residency period of not more than three months), accessibility
(no financial barriers to insured health care and no discrimination on the basis of income, age or
health status), portability (all Canadians are entitled to coverage when they are temporarily absent
from home or when moving to another province or territory) and public administration (provincial
health insurance plans must be administered on a non-profit basis by a public authority responsible
to the provincial government). Because there are penalties for non-compliance - loss of federal cash
- the principles of medicare are also conditions. There are no principles or conditions attached to
federal transfers under EPF for postsecondary education.
The federal Department of Finance has long regarded social transfer payments to the provinces as
one of the most onerous burdens on the federal government. Not only are social transfers costly they stood at $12 billion in 1984-85 ($17 billion in 1997 dollars) when the Conservatives took office
- but they also are intended for provincially-driven expenditures that are pretty much outside
Ottawa's control. Understandably, federal financial officials did not like the unpredictability of what
in one case - 50-50 federal cost-sharing for provincial welfare programs and social services under the
Canada Assistance Plan - amounted to a blank cheque that Ottawa had no choice but to sign. The
federal government had to pay half the cost of welfare expenditures which could rise dramatically
during recessions. As the federal debt/deficit problem began to grow after the mid-1970s, federal
social transfer payments to the provinces became increasingly vulnerable to the cost-cutters, though
strong political resistance from the provinces held them at bay for a decade.
The era of cheque book federalism ended with the Conservative government's second (1986) Budget,
which limited the indexation of federal transfers to the provincial governments for health and
postsecondary education under Established Programs Financing (EPF) to the annual increase in GNP
less two percentage points (it had been the full increase in GNP). The 1989 Budget went further and
reduced the indexation formula by yet another percentage point. The 1990 Budget froze federal
transfers for 1990-91 and 1991-92, and the 1991 Budget extended the freeze through 1994-95, after
which the GNP-less-three percentage points formula was to resume. These changes cut billions of
dollars from federal social transfers, which fell steadily each year and would disappear by early in the
next century. The National Council of Welfare, a government-appointed advisory body to the
Minister of National Health and Welfare, calculated the changes would drain $98 billion in total
from federal social transfers between 1986-87 and 1999-2000. This massive withdrawal of federal
resources left the provinces to assume an ever-increasing share of the rising cost of their social
welfare and health systems. It also weakened the federal government's fiscal clout to enforce the
North American Institute Forum – Winnipeg 1997

11

The Challenge of Change in Social Policy: North American Perspectives

conditions of the Canada Health Act that sustain the nation's most popular social program, universal
public health care or 'medicare' as it is known to most Canadians.
The Conservatives also effectively ripped up Ottawa's blank cheque for provincial welfare and social
service costs. The 1990 Budget introduced what became known as the 'cap on CAP' which imposed
a five percent ceiling ('cap') on annual increases in federal cost-sharing under the Canada Assistance
Plan (CAP) for welfare and social services in the three so-called 'have' provinces of Ontario, Alberta
and British Columbia from 1990-91 through 1994-95. This prescient cost-cutting move saved the
federal treasury an estimated $5.8 billion from 1990-91 through 1993-94 as the 1990s began with the
most serious recession since the Great Depression of the 1930s and welfare and Unemployment
Insurance caseloads jumped. Ontario, with one-third of the nation's welfare recipients, was
devastated by the recession which exacerbated the pain of structural changes in the economy that
were eroding the province's traditional manufacturing base. The cuts in federal transfer payments
rubbed salt in Ontario's wounds and embittered relations between Ottawa and Toronto. The Ontario
government claims it lost in total $7.7 billion from 1990-91 through 1994-95 as a result of Ottawa's
move to limit its cost-sharing of welfare and social services. The 'cap on CAP' decapitated the
Canada Assistance Plan and put all the provinces on notice that they too could no longer count of
the same level of federal largesse, since the federal government would never go back to the era of
footing half the bill for whatever the provinces spend on their social welfare systems.
The Liberals wasted no time. Their first (1994) Budget stated that the quid pro quo for restoring
"fiscal parameters and a predictable funding environment" would be additional cuts to federal social
transfer payments to the provinces. Federal transfers for provincial welfare programs and social
services (under the Canada Assistance Plan) and the post-secondary education component of
Established Programs Financing - or these programs' successors, a strong hint of what was to come
- were to be no higher in 1996-97 than they were in 1993-94. Even if "no higher" meant "the same"
and not "lower" (the Budget was careful not to preclude the latter), in real terms this spelled 'cut'
since transfers would have increased somewhat under the old system. The 1994 Budget projected
savings to the federal treasury from these targets of at least $466 million in 1995-96 and $1.5 billion
in 1996-97. Ominously, the Finance Minister warned that "if social security reform fails to achieve
these savings by 1996-97, alternative measures to take effect in 1996-97 will be implemented to
ensure that the savings are realized."
The Finance Minister's 1995 Budget in fact cut much deeper and wider than had been foreshadowed
in the 1994 Budget. The Canada Assistance Plan (CAP), which since its creation in 1966 had
allowed Ottawa to share half the cost of provincial welfare and social services - and was already
damaged by the Conservatives' infamous 'cap on CAP' of 1990 - was dismantled. So too did the
liberals put an end to Established Programs Financing (EPF), the 1977 legislation which provided
a federal block grant to the provinces for health and post-secondary education. In their place, the
federal government created a new Canada Health and Social Transfer (CHST) - a single mega-block
fund for provincial human services that allows the provinces spend their federal money where and
how they want.
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The Canada Health and Social Transfer arrived with deeper cuts than proposed in the 1994 Budget.
When it was put in place in 1996-97, the CHST paid the provinces $26.9 billion - $2.5 billion less
than the $29.4 billion that would have been spent under the old system (CAP and EPF). In its second
year, 1997-98, the CHST will transfer $25.1 billion - $4.5 billion less than the $29.6 billion they
would have received from the previous system. These reductions amount to 8.5 percent for 1996-97
and 15.2 percent for 1997-98. In its first two years, the CHST cut $7 billion in total transfer
payments.
However, these figures are for total transfers, not for cash transfer payments. The Canada Health and
Social Transfer continues the current Alice-in-Wonderland practice whereby the federal government
divides its social transfers to the provinces ('entitlements') into two parts - cash transfers and 'tax
points' (i.e., the personal and corporate income tax power that the federal government gave up to
the provinces when it introduced EPF back in 1977 and which it still counts as part of its payments
to the provinces). The cuts in cash transfers to the provinces are larger than the reductions in total
entitlements.
In 1995-96, the last year of the old system of fiscal federalism, Ottawa's total cash transfers to the
provinces came to $18.7 billion (expressed in constant 1997 dollars). In 1996-97, the first year of the
CHST, federal cash payments to the provinces totalled an estimated $15.1 billion or 19 percent less
in real terms. However, the Finance Minister heeded protests from social policy experts and
advocates about the impending demise of the CHST if it employed the same partial indexation
formula as EPF, which would have seen federal cash payments dwindle to zero by 2009-10 according
to my estimates. Instead, his 1996 Budget established an $11 billion cash floor under the CHST for
the life of the five-year agreement for 1997-98 to 2002-03. During the 1997 federal election
campaign, the Liberals promised to raise the cash floor to $12.5 billion for 1998-99 through 2000-01.
However, the cash floor is not indexed, so will be eroded by stealth; $12.5 billion in 1997-98 will be
worth $11.8 billion by 2000-01.
Provincial entitlements under the CHST were allocated in the same proportion as under the former
Established Programs Financing and Canada Assistance Plan. This arrangement perpetuated
provincial differences in per capita payments, which in turn stemmed from past differences in
provinces' expenditures on welfare and social services. Newfoundland, Nova Scotia and Quebec got
more than the $906 per capita national average; Manitoba and Prince Edward Island got the same
as the national average; the remaining provinces got less. In the 1996 Budget, Ottawa took steps to
implement a fairer allocation of transfer payments among the provinces so that half the current
disparity in per capita allocations will be removed by the year 2003. As a result, BC, Alberta,
Saskatchewan and Ontario will gain from the new allocation formula. The biggest loser will be
Quebec and, to a lesser extent, Newfoundland and Nova Scotia. Manitoba, Prince Edward Island and
New Brunswick will be relatively unaffected as they are already at or very close to the national
average.
If we measure the trend in the federal cash transfer to the provinces in real terms, it still declines
substantially from $18.7 billion in 1995-96 (the final year of the old system) to a projected $11.8
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billion by 2000-01, for a $6.9 billion or 37 percent cut. On a year-over-year basis, the cumulative
reduction in cash transfer payments over the life of the CHST to 2000-01 also will amount to about
$7 billion. As a share of total entitlements (i.e., tax points and cash transfers), the cash portion will
fall from 61.5 percent in 1995-96 to 46.2 percent in 2000-01. No matter how you measure it, the
federal government will be transferring a lot less money to the provinces than it used to.
The demise of the Canada Assistance Plan means the loss of built-in counter cyclical protection
afforded by cost-shared federal transfers. The pressure on the provinces will worsen during recessions,
when welfare caseloads escalate as rising unemployment forces many jobless Canadians onto the
welfare safety net because they exhaust or do not qualify for Unemployment Insurance benefits.
Recent changes to Canada's federal Unemployment Insurance program, discussed below, will force
more unemployed people onto provincial welfare systems. The federal government no longer will
come to the rescue to pay half the cost of rising welfare bills. The province of Ontario offers a
sobering case study of what happens when Ottawa no longer shares half the cost of welfare; by its
account, Ontario lost $7.7 billion from 1990-91 through 1994-95 as a result of the 'cap on CAP'
which took effect in 1990 and which limited federal cost-sharing increases to five percent a year. The
likely response on the part of the provinces will be to freeze or further reduce welfare benefits or even
to deny welfare to certain undeserving categories.
Nonetheless, the Finance Minister's decision to establish a cash floor to the Canada Health and
Social Transfer was an important advance over the previous arrangement of ever-declining cash
transfers and probably outweighs the substantial loss in federal payments, especially if his government
follows through on its election pledge to raise the floor. Doubtless the Liberals will be under pressure
during their second term in office - especially from defenders of medicare - to rescind even more of
their cuts to social transfers as the deficit disappears and money becomes available for 'social
reinvestment' - a topic to which I will return.
But there is more to the story than money, important as that is. The Canada Health and Social
Transfer will greatly reduce the federal government's influence on the shape and size of provincial
social programs. The loss of the legislative base for federal cost-sharing of provincial social welfare
systems is potentially a serious set-back for Canadian social policy.
Provincial health, welfare and higher education ministries will be competing for smaller federal funds
which no longer have any form of recession-proofing. It is certain that welfare - the traditional poor
cousin of Canadian social policy - stands to lose most, especially then the economy worsens. The
provinces always find it much easier politically to cut welfare, a program of ill repute amongst a large
part of the electorate, than universal health care - the most cherished and popular social program
of all. The traditional option of tax increases is no longer open to provincial governments now and
for the foreseeable future, since taxpayers felt the bite of hefty tax increases during the 1980s and
1990s and are in no mood to fork out more.
The Canada Assistance Plan imposed three conditions on the provinces in order to receive federal
funding for welfare and social services. The first was the all-important requirement that income
assistance be provided to all people in need, regardless of the cause of that need: CAP required the
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provinces to provide an income safety net that is open to all who need it, whatever the reason and
whatever their 'category' - e.g., 'single employable,' 'disabled,' 'single parent.' The second condition
was that provinces have in place an appeals system to allow welfare recipients to question decisions
made with respect to their cases. The third requirement was that provinces cannot impose minimum
residency requirements for welfare. The Canada Health and Social Transfer stipulates that only one
of the three conditions of CAP - the prohibition of minimum residency requirements for welfare will be carried over.
The loss of the needs requirement is a retrograde step that the Caledon Institute of Social Policy has
judged one of the potentially worst mistakes in the history of Canadian social policy. The crucial
guarantee of an income safety net in Canada - surely the least that a decent social security system can
be expected to provide - is no more. If provinces are not required to provide financial assistance on
the basis of need, they can introduce any form of income support they like - such as work-for-welfare,
about to be seen in Ontario - or simply disqualify the 'undeserving poor', typically classified in Canada
as younger 'unemployed employables.' While provincial welfare systems pay low benefits, at least they
provide benefits to all Canadians with no other source of income. Moreover, the substantial recent
and ongoing cuts to Unemployment Insurance will dump many would-be beneficiaries onto the
provincial welfare rolls - a common pass-off pattern in the game of Canadian federal-provincial
relations. The simple presence of a safety net has become all the more important, especially in the
face of mass unemployment and underemployment and the federal government's determination to
reduce the coverage of the Unemployment Insurance system.
The withdrawal of funds from social services means that certain critical supports, such as child care
and home care for seniors, will be cut back or eliminated in some communities or will be prohibitive
for all but well-off Canadians. Many of the services which are preventive in nature (e.g., child
development, child care, family counselling) will no longer be able to deal with problems that will
end up on the doorstep of the health care or criminal justice systems. Social services which help
chronically ill and elderly people move out of expensive hospitals will not be available, thereby
creating additional pressures on the costly acute health care system.
Also potentially damaging is the loss of the requirement for provinces to put in place welfare appeal
procedures, which are especially important given the welfare system's maze of rules and regulations
whose complex, discretionary nature invite administrative error and inconsistent treatment. All
public programs in Canada provide recourse for appeals; welfare should be no different.
Faced with the loss of all but one of CAP's conditions and the fact that the cut in cash transfers
under the CHST will approximate what Ottawa spent under CAP, the Caledon Institute of Social
Policy's Michael Mendelson concluded that the CHST means the effective end of the federal
government's role in provincial welfare and social services.
Proponents of the block-funding concept underlying the Canada Health and Social Transfer argue
that it will free the provinces from the constraints of the Canada Assistance Plan's cost-sharing basis.
To obtain federal funds under CAP, the provinces had to spend the money on approved welfare and
social services and could not experiment with innovative approaches, such as combining health and
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social services at the community level, or combining education and social services (e.g.,
Headstart-type projects) or providing income-tested (as opposed to needs-tested) benefits.
Time will tell if a thousand lights of social policy innovation appear in the provinces now that they
are largely freed of federal constraints. However, what we do know is there is a problem with untied
federal funds. The provinces can use dollars intended for human services for whatever purposes they
decide, be it physical or social infrastructure. They can devote more to health and less to welfare, or
spend less on social programs altogether. They can 'experiment' with 'innovative' programs such as
mandatory 'participation' of welfare recipients in voluntary associations which may well not welcome
such uninvited indentured workers. They can engage in what my colleague Sherri Torjman has
characterized as a 'race to the bottom' in social policy if they so choose.
Under CAP, the provinces had to make the initial contribution to welfare and social services. While
this may have been hard on 'have-not' provinces, which do not have as much to ante up as their
better-off neighbours, at least the arrangement required some degree of provincial commitment in
return for 50-50 cost-sharing with Ottawa. Moreover, the CHST will be harder on the provinces,
especially the poorer provinces and especially during recessions.
The Canada Health and Social Transfer, as its name implies, involves health care as well as welfare
(interestingly, the legislation dropped any reference to social services that had been made in the 1995
Budget). The Finance Minister and the Health Minister assured Canadians that the federal
government will continue to enforce under the CHST, as it did under EPF, the five conditions of the
Canada Health Act (universality, accessibility, comprehensiveness, portability and public
administration) that preserve the country's health care system. If provinces violate the conditions of
the Canada Health Act - e.g., by allowing private clinics to charge user fees for an insured service
- they will still have their federal cash payment deducted dollar for dollar.
There is no question that the decision to establish a cash floor under the CHST and the election
promise to raise the floor by $1.5 billion were motivated primarily by federal fears of the political cost
Ottawa would pay if it was seen to be forfeiting its fiscal capacity to enforce the conditions of
medicare. The federal government has always been under pressure from some doctors and some
provinces to allow a two-tier health care system. Calls to re-introduce user fees, shrink the range of
insured services (a weakness of the Canada Health Act in that it does not define what is meant by
essential services, which in fact vary across the country) and allow private health insurance to cover
all but a (smaller) core of publicly-insured essential services have been heard from time to time over
the years. A recent poll of Canadian doctors found that 78 percent believe that private funding is
needed, though another survey claims that 61 percent of the general population opposes the idea.
In their landmark 1996 Report of the Ministerial Council on Social Policy Reform and Renewal, signed
by all provinces except Quebec, the provincial and territorial governments argued that they should
be given a role in interpreting, modernizing and enforcing the Canada Health Act and in identifying
the range of essential services that provinces must provide; one critic saw the provinces' proposal as
"a thinly-disguised attack on universal medicare."
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Canada has long recognized that its health care system is skewed heavily towards costly,
treatment-oriented care. For many years, health experts and study after study have said we must
invest more in health prevention and health promotion as well as a wider range of community
supports in the form of homemaker care and attendant care to ease the pressure on costly medical
and hospital care. But financial support for these home-based services will be reduced under the
Canada Health and Social Transfer. It will be increasingly difficult to support community-based
programs that ease the burden on expensive treatment - both at the front end through preventive
programs and at the after-care end to relieve the pressure on the acute care system.
The 1995 Budget said nothing about conditions for postsecondary education because the old system
(EPF) imposed no requirements of any kind on how the provinces spend their money in this sector.
The same holds for social services; CAP funds for this important sphere of social policy came with
no strings attached, and the Canada Health and Social Transfer legislation does not even mention
social services.
In the 1995 Budget introducing the Canada Health and Social Transfer, the Finance Minister chose
his words carefully on the contentious matter of national standards in social policy. The Minister of
Human Resources Development "will invite all provincial governments to work together on
developing, through mutual consent, a set of shared principles and objectives that could underlie the
new transfer. In this way, all governments could reaffirm their commitment to the social well-being
of Canadians."
With the notable exception of the National Child Benefit, a federal-provincial initiative against child
poverty, there has been little evidence that the two levels of government have managed to devise and
negotiate shared principles and objectives for social programs under the Canada Health and Social
Transfer. The new block-funding arrangement will not impose more conditions on the provinces
regarding welfare than the few that already exist, or any conditions at all on social services (which
were free of conditions under the old arrangement). One of the key arguments for scrapping CAP
and moving to the CHST was to give the provinces more flexibility and freedom to design and deliver
their social programs as they see fit. Ottawa and the provinces might come up with some sort of
system of voluntary compliance with "shared principles and objectives" for welfare and social services.
But there is a world of difference between enforceable conditions on the one hand, and lofty
principles and fine objectives on the other. There were precious few 'national standards' under the
old system; there will be even fewer under the Canada Health and Social Transfer.
Unemployment Insurance
Canada's Unemployment Insurance ('UI') program traditionally has been resistant to change because
of opposition from federal Members of Parliament and provincial politicians from the Atlantic
provinces, a region which depends heavily on UI benefits as part of the regular income of many of
its voters. A series of government-sponsored reports in the early 1980s - the federal Royal
Commission on the Economy, the Forget Report and Newfoundland's House Report - recommended
drastic changes to Unemployment Insurance with a view to returning it to its original insurance role
and getting rid of its income supplementation role which was seen as damaging its performance and
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better served by other social programs. The Conservatives did not go as far as the critics suggested,
but they did tighten the Unemployment Insurance belt considerably.
The Conservatives put an end to partial federal funding of the program, which had paid for so-called
'extended benefits' to high-unemployment areas, fishermen's benefits and benefits for people in
training and job creation projects. In 1989, the last year of federal funding, Ottawa paid $2.9 billion
or 23 percent of the program's $12.6 billion cost. Employers and employees were left to foot the entire
bill for rising Unemployment Insurance caseloads - and, as a result, were hit with premium (i.e.,
payroll tax) increases as the jobless rate escalated sharply between 1990 and 1992. Between 1989 and
1992, UI premiums for employees rose by 54 percent from $1.96 per $100 of insurable earnings in
1989 to $3.00 per $100 of insurable earnings (the maximum annual premium increased from $613
to $1,162), while UI premiums paid by employers went from $2.73 to $4.20 per $100 of insurable
earnings during the same period.
The Conservatives also tightened up the rules in order to constrain Unemployment Insurance costs.
In 1990, they increased the number of weeks worked in order to qualify for benefits from 10-14 weeks
to 10-20 weeks, depending on the regional jobless rate; reduced the maximum duration of benefits
from 46-50 weeks to 35-50 weeks, according to the regional unemployment rate; and imposed
heavier penalties on workers who quit their jobs without just cause. The savings from these changes
were used to help improve skills upgrading programs and benefits for maternity, sickness and parental
leave and extend coverage to workers over age 65; critics lauded these improvements but castigated
the federal government for financing them through cuts in benefits for the unemployed. In 1993, UI
benefits were reduced from 60 to 57 percent of insurable earnings and people who quit their jobs
without just cause were denied benefits. These changes were projected to save $7.2 billion in
Unemployment Insurance expenditures between 1993-94 and 1997-98.
When the Liberals came to power, they further tightened up Unemployment Insurance "to
strengthen the linkage between work history and unemployment benefits" and to allow a reduction
in UI premiums. Unemployed workers claiming Unemployment Insurance had to work longer to
qualify for the same number of weeks of benefits as under the old system. Starting in July 1994,
employees had to work a minimum of 12 weeks to be eligible for UI if they live in a region with an
unemployment rate of 13 percent or higher; before, the minimum qualifying period was only 10
weeks, though for a higher regional jobless rate of 16 percent or more. (Unchanged was the feature
that the lower the unemployment rate in a claimant's region, the longer he or she must work to
qualify for UI, ranging from 12 weeks for a regional unemployment rate of 13 percent or higher to
20 weeks for a regional unemployment rate of six percent or less).
The Liberals also changed the method of calculating the maximum length of time that UI recipients
can draw benefits, which depends on two factors - how long they worked before they lost their job
and the unemployment rate in their region. Before the 1994 Budget, recipients could collect benefits
for up to 35 weeks, depending on how long they worked; this was reduced to 32 weeks. Before, they
could receive benefits for up to 32 weeks depending on the regional unemployment rate; this
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maximum period was reduced to 26 weeks. However, the maximum length of time that someone can
remain on UI remained 50 weeks.
The method of calculating the level of UI benefits was also changed to introduce a form of needs test.
The Conservatives had reduced the amount of UI benefits from 60 percent to 57 percent of insurable
earnings for all recipients as of April 4, 1993. The Liberals returned to the two-tier arrangement that
had been in place between 1971 and 1976 to provide more assistance to low-income UI recipients
with dependents to support. UI recipients who earned half of maximum insurable earnings or less
($390 a week or $20,280 a year in 1994) and supported dependents now got 60 percent of their
average insured earnings - back to where it was before the Conservatives lowered it in 1993.
However, the remaining 85 percent of UI claimants had their benefits reduced further from 57
percent to 55 percent of their average insurable earnings. The maximum UI benefit for recipients
with low earnings and dependents increased from $222 a week to $234 a week (from $11,100 for
someone who qualifies for the maximum 50 weeks of benefit to $11,700); the maximum benefit for
other recipients (i.e., the benefit for those with the maximum insurable earnings or more) fell from
$445 a week to $429 a week (from $23,140 for the 50-week maximum to $21,450).
The 1994 Budget projected savings in UI outlays totalling $5.5 billion over three years - $725 million
in 1994-95, $2.4 billion in 1995-96 and $2.4 billion in 1996-97. The UI premium rate, which would
have risen to 3.3 percent of insurable earnings for 1995 under the old scheme, was lowered to its
1993 level of 3.0 percent of insurable earnings. These changes were billed as "interim measures" until
the Social Security Review came up with proposals to reform UI, with "further significant reductions
in ... expenditures" to take effect by 1996-97. The 1995 Budget called for another 10 percent cut,
yielding another $1.6 billion in savings for 1996-97. The total reduction in UI expenditures, then,
would amount to $7.1 billion.
The Liberals moved onto ground where their predecessors had not dared to tread - in part, perhaps,
because the Conservatives' changes had helped lay the groundwork for more radical reform - when
they changed Unemployment Insurance to Employment Insurance, effective on Canada Day (July
1) 1996. The new program embodies significant changes to the three key levers that affect cost eligibility requirements, benefit levels and duration of benefits.
Eligibility is now based on number of hours worked rather than weeks worked, extending coverage
to a claimed 500,000 part-time workers. The work requirement is raised by 133 percent from 180-300
hours equivalent (depending on the regional unemployment rate) to 420-700 hours. However, a
recent amendment in response to political pressures from Atlantic Canada relaxes the entrance
requirements for East Coast fishermen, who will have to work only 420 hours or earn $2,500 to
qualify for benefits.
Benefits remain at 55 percent of insurable earnings, but average weekly earnings will be calculated
over a fixed period, ranging from 14 to 22 weeks, depending on the regional unemployment rate. The
more that is earned during this fixed period, the higher the benefits - to encourage people to seek out
as much work as they can.
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Maximum insurable earnings are reduced from $42,380 to $39,000, lowering maximum benefits from
$448 to $413 a week. Maximum benefits and maximum insurable earnings are frozen until 2000. The
maximum length of claim is reduced from 50 to 45 weeks.
An 'intensity rule' reduces benefits for claimants who have collected more than 20 weeks of benefits
in the past five years by one percentage point for each additional 20 weeks of insurance benefits
received during the previous five years, though benefits cannot fall below 50 percent of insurable
earnings.
A Family Income Supplement (up to $413 a week) provides higher benefits for unemployed parents
with family income under $25,921. Benefits including the supplement can constitute up to 80
percent of a low-income parent's insured earnings.
The income threshold for the clawback drops from $63,570 to $48,750; claimants with annual
incomes above this level must repay up to 30 percent of their benefits. For those who have used EI
more than 20 weeks in the past five years, the clawback will begin at $39,000 and increase its
recovery rate in stages for increasing weeks of claims, eventually reaching 100 percent for
upper-income recipients ($73,000 or more) with over 120 weeks of benefits in the past five years.
Employee premiums are lowered from $3.00 to $2.95 for every hundred dollars of insurable earnings,
employer premiums from $4.20 to $4.13. The premium rates are set to create a reserve fund that can
be used during recessions so that the federal government no longer will have to bail out the EI
account when in deficit or significantly raise premiums.
These changes will cut $2 billion from the annual cost of Employment Insurance by 2001-02, of
which $800 million will be redirected to wage subsidies, earnings supplements, self-employment
assistance, job creation partnerships, and skills loans and grants. Meantime, a three-year $300 million
fund is intended to help generate economic growth and new jobs.
Because Unemployment Insurance was scaled back several times since 1990 and the new
Employment Insurance program imposes even tougher work requirements, the percentage of
unemployed Canadians receiving benefits has declined substantially. In 1989, 87 percent of
(officially) unemployed workers were beneficiaries of regular UI payments. By February 1997,
coverage had dropped to 50 percent of the unemployed.. In every province west of Quebec, fewer
than half of the unemployed collected regular benefits in 1995; in Ontario, the figure plummeted
from 60 percent in 1989 to just 36 percent in 1995. While the new Employment Insurance program
will extend coverage to part-time workers who formerly were excluded under the minimum 15-hour
a week work requirement, they and everyone else will have to work much longer to qualify for
benefits. The likely upshot is further shrinkage on coverage of what used to be a universal social
insurance program that covered most of the unemployed.
The 'intensity rule,' which will shave benefits by a percentage point for every repeat claim, attempts
to respond to one of the long-standing criticisms of Canada's Unemployment Insurance program that it fosters dependency, discourages workers from looking for full-year work and increases costs
(and, hence, premiums paid by employees and employers) because 'frequent users' use the system as
20
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a de facto regular income supplement rather than temporary social insurance. However, it is not at
all clear that penalizing 'frequent users' in this way will solve the problem, which stems more from
the fact of economic life and Canada's climate that seasonal industries remain an important employer
for many workers.
The decision to reduce and then freeze the Maximum Insurable Earnings (MIE) until the year 2000
will have a regressive effect. The MIE will fall first to its overt reduction and then steadily until 2000
by 'stealth', through lack of indexation to the change in the average wage. A lower MIE means a
lower EI benefit, which will fall heaviest on recipients with low earnings. A lower MIE also narrows
the earnings base upon which premiums are levied, requiring a higher premium rate that will fall
heaviest on low-wage workers. Moreover, EI premiums will be collected on the first hour of
employment. Overall, more of the EI premium burden will shift from middle- and upper-income
earners to low-wage earners and those in unstable jobs.
Another potential drawback to a lower Maximum Insurable Earnings is that it creates an incentive
for employers to use overtime rather than hire extra staff because premiums do not apply on earnings
above the MIE. This is a perverse effect for a program called Employment Insurance and will
exacerbate the problem of the unequal distribution of work time.
The UI account eliminated its deficit in 1995 and subsequently amassed a $5 billion surplus over
1996 and 1997; by 1999-2000, the surplus will reach a projected $19 billion. In 1997-78, EI
premiums will be the federal government's second-largest source of revenue ($19.3 billion), second
only to personal income tax ($66.5 billion) and ahead of the GST ($17.5 billion) and corporate
income tax ($16.2 billion). Critics, including Caledon, argue that the federal government should not
use EI as a cash cow in this way, accumulating such an unnecessarily large surplus. Instead, Ottawa
should use the money to restore lost coverage and then gradually should reduce the premium rate.
Finally, Unemployment Insurance has a new name - Employment Insurance - but will continue the
time-(dis)honoured practice of the federal government shifting a heavier share of the burden of
income support for the unemployed onto the provinces. Since the provinces are losing substantial
federal transfers with the coming of the Canada Health and Social Transfer - indeed, equal to about
what they used to receive for welfare and social services - federal offloading from Employment
Insurance to welfare adds to the provinces' losses.
employment development services
The federal Liberal government is devolving responsibility for employment development services to
the provinces. In May 1996, Ottawa announced a Labour Market Development Proposal offering
the provinces and territories responsibility for the design and delivery of Employment Insurance's
'active employment measures'. This proposal responds to a long-standing request from some
provinces for greater responsibility for labour market training which they view as related to provincial
responsibility for education. Ottawa will withdraw from labour market training by 1999; it will phase
out funding of direct purchase of training, apprenticeship training, cooperative education,
workplace-based training and project-based training.
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The provinces and territories will be able to deliver a variety of employment measures funded
through the Employment Insurance fund, including wage subsidies, income supplements, support for
self-employment, job creation partnerships, and loans and grants for skill development. If they wish,
provinces also will be allowed to provide some of the labour market services currently delivered by
the federal government through Canada Human Resource Centres. Such services include local
labour market partnerships, employment assistance services, research and innovation, labour market
exchange, and counselling, screening and referral of employees to appropriate services. If a province
or territory does not want to assume full responsibility for employment development services, the
federal government will work with them to design, deliver and evaluate programs and services.
Newfoundland, British Columbia and Prince Edward Island have opted for such a co-managed
approach.
The devolution of federal labour market programs is being negotiated through bilateral agreements
which are by and large the same, though allowing for some individual differences to reflect provincial
priorities and needs. The federal government plans to transfer $1.95 billion to the provinces under
these agreements, including current EI expenditures of $1.15 billion and $800 million in
reinvestment (at maturity) resulting from EI reform. To date, the federal government has signed
agreements with Newfoundland, Prince Edward Island, Nova Scotia, New Brunswick, Quebec,
Manitoba, Alberta and British Columbia.
Whether this is enough money is unclear, especially in light of the substantial losses the provinces
will experience under the CHST and the off-loaded costs of EI. Most provinces probably will not
have enough resources to provide employment supports for unemployed Canadians who do not
qualify for EI-linked employment development services.
The federal government retains responsibility for Employment Insurance and will operate a one-time
Transitional Job Fund of $300 million over three years to create jobs in high unemployment regions.
Ottawa also will maintain certain national labour market activities, such as ensuring the mobility of
workers, providing labour market information, financing labour-management training councils in
sectors that cross provincial boundaries (e.g., the automotive industry) and responding as necessary
to national economic crises such as the collapse of the East Coast fishery.
old age pensions
The Conservative government fell flat on its face the first time it dared to change the old age
pension, the universal foundation of Canada's retirement income system put in place in 1952. In his
first (1985) Budget, Finance Minister Wilson proposed to abandon full indexation of Old Age
Security benefits, which since 1973 had been pegged to the cost of living, and move to partial
indexation, using a formula whereby payments would increase each year by the amount of inflation
less three percentage points. Seniors' groups and social advocates reacted angrily and, with the help
of a media scenting the first blood for the new government, won public support against partial
indexation. Prime Minister Mulroney was confronted in front of the Parliament buildings by a
diminutive but sharp-tongued protester by the name of Solange Denis (ironically, not yet a senior
herself) who - on national television - accused him of abandoning his election promise not to meddle
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with 'the sacred trust' of old age pensions. Solange Denis played David to Mulroney's Goliath, Wilson
found his money elsewhere, and Old Age Security remained fully indexed.
In 1985, the federal government extended the Spouse's Allowance to all low-income widowed
persons 60-64, regardless of their spouse's age at death (before, the deceased spouse had to be 65 or
older). As part of their 1988 income tax reforms, the Conservatives converted two other elderly
benefits, the age exemption and pension income deduction, to non-refundable credits. This was a
step towards a fairer elderly benefits system, since exemptions and deductions were regressive benefits
whereas non-refundable credits generally give equal income tax savings to all beneficiaries. However,
the Mulroney government also partially indexed the personal income tax system as of 1986, which
means that the value of tax credits such as the age credit falls steadily to inflation each year. The
pension income credit is unindexed, so it loses even more to inflation each year.
The Conservative government returned to the battle ground of pension reform with a bolder proposal
in 1989, when the Finance Minister introduced a special tax on Old Age Security and family
allowance benefits which came to be known as the 'clawback.' Old Age Security and family allowance
recipients with individual net incomes over $50,000 had to repay their benefits at the rate of 15 cents
for every dollar of net income above the $50,000 threshold. The clawback of Old Age Security
benefits from seniors with net incomes over $50,000 affected only four percent of seniors when it was
introduced in 1989, since relatively few elderly Canadians have incomes that high and the measure
was phased in over three years. But the Conservatives were careful to only partially index the
$50,000 trigger level for the clawback, which means it would steadily decline in real terms each year
and so hit more and more seniors. By the year 2000, the clawback will affect seniors with incomes
over $40,000, and the income level above which they have to repay their full Old Age Security will
be down to $66,000
The seniors' lobby and social advocacy groups battled the clawback just as hard as they had the
partial indexation proposal four years earlier. But the Conservatives' campaign to convince the
Canadian public of the gravity of the debt/deficit problem had changed the political climate, and the
government stood fast on the clawback.
The clawback was one of the watershed events in the history of Canadian social policy because it
removed the hitherto sacrosanct universal foundation of the public pension system. Significantly,
there was almost no public opposition to this crack in the foundation of the universalist welfare state.
One explanation is that the clawback - a complicated technical measure that defied most Canadians'
understanding- was a stealthy public policy change that eluded public debate. But an additional
possible explanation is that Canadians no longer were as firmly wedded to the notion of universality
as they were in the past.
The Conservatives established the direction, substance and mechanisms of change and bequeathed
to their Liberal successors the political momentum for further reform. The Liberals wasted no time.
Their first (1994) Budget took a small, careful but well-planted step towards more fundamental
reform of old age pensions. It imposed an income test on the age credit, a tax break which reduces
the federal income taxes of elderly taxpayers by up to $592 a year and their provincial income taxes
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by, on average, $343 for a total average tax savings of up to $935. The full age credit now is available
only to elderly tax filers with net incomes under $25,921; it is reduced by 15 cents for every dollars
of net income above $25,921, which means that seniors with net incomes over $49,100 no longer
qualify for any age credit.
Income-testing the aged credit moved part of the way towards the income-tested old age pension that
the Caledon Institute of Social Policy proposed in 1993 to replace Old Age Security, the Guaranteed
Income Supplement, the Spouse's Allowances, and the pension and age credits. (I floated the same
balloon in my address to the Liberal thinkers conference held in 1992). However, the change was
made in a Budget, with no advance notice and no public debate, in the stealthy way the
Conservatives perfected. As a result, it attracted little attention.
The Liberals' 1995 Budget took another step toward an income-tested old age pension. It announced
that, starting in July of 1996, the clawback on Old Age Security would be applied before cheques are
sent out to seniors, on the basis of last year's income, rather than after the fact (through the income
tax form) as is now the case. Old Age Security recipients who do not live in Canada are now required
to file a statement of their total income (including sources outside Canada) to ascertain if they are
subject to the clawback; before, well-off non-residents received favourable treatment because they
could avoid the clawback since they were not required to report their income.
The Liberals' 1996 Budget contained the more radical proposal to replace Old Age Security, the
Guaranteed Income Supplement, the age credit and the pension income credit with a single Seniors
Benefit. Using a family income test like the Guaranteed Income Supplement, counting both spouses'
income in the case of elderly couples, the Seniors Benefit will pay low-income Canadians 65 or older
a maximum $11,420 for single seniors and $18,440 for pensioner couples - a modest amount more
($120 a year) than they receive from Old Age Security and the Guaranteed Income Supplement.
Benefits will decrease as elderly households' income from other sources (e.g., the Canada/Quebec
Pension Plan, employer-sponsored pension plans, Registered Retirement Savings Plans and earnings)
increases. Eligibility for the Seniors Benefit will end once single seniors' income reaches $51,721 and
couples' income hits $77,521.
Under the Seniors Benefit, three in four elderly households will receive more or the same as they do
under the current system. Nine in ten single aged women will receive more from the Seniors Benefit.
Only better-off elderly Canadians will experience a loss or elimination of elderly benefits.
Elderly households with incomes under $40,000 - above the $38,861 average income for aged couples
and double the $20,005 average income for single seniors - will be better off or no worse off under
the new program. Some couples in the $40,000-$50,000 income range will receive somewhat more
and some will get less, depending on the income mix of the spouses. The latter result stems from one
of the inequities of the current elderly benefits system - the fact that it pays couples with the same
total income different amounts of benefits depending on the division of income between the spouses.
The Seniors Benefit will treat all aged couples with the same total income equally. Couples with
income over $45,000 ($6,139 above the average income) will get less, and those above $77,521
(twice the average income) will no longer receive elderly benefits.
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The federal government was politically astute in ensuring that no senior or near-senior will lose
benefits. The new program will not take effect until 2001. All Canadians age 60 by December 31,
1995 will be able to choose either the Seniors Benefit or the old system - whichever provides the
better benefit - for the rest of their lives.
The Seniors Benefit has been assailed from both the left and the right, both sides sometimes playing
fast and loose with the facts. Some critics have complained that the Seniors Benefit will target poor
seniors only, which is not true. They condemn the $120 raise in benefits for low-income elderly
Canadians as paltry, leaving poor single seniors in particular for below the poverty line. (The last
increase to federal elderly benefits was 1984, when the Guaranteed Income Supplement for
low-income seniors was boosted by $400 a year, though the increase was limited to single seniors.)
Some oppose the family income test, claiming that pensions belong to individuals, not families, and
that women in upper-income couples whose husbands deny them access to the family income will
lose their sole independent source of income - what I term the 'poor wives with rich husbands'
argument.
Perhaps the most sustained and concerted attack has come from the right, from financial investment
specialists and RRSP sellers who claim that the Seniors Benefit will create an onerous marginal tax
rate on middle-income seniors and thus will penalize the thrifty and discourage individual retirement
savings in RRSPs. While the behavioural impact of high marginal tax rates is open to question and
study, and may well be exaggerated, a relatively easy solution would be to soften the Seniors Benefit's
20 percent reduction rate on net income above the threshold of $25,921. Caledon's proposal, released
before the Seniors Benefit was announced, called for a 12.5 percent reduction rate on net income
above $25,921. Another option would be to add another income tax bracket between the first (17
percent) and second (26 percent) tax brackets, which would reduce the marginal tax rate problem.
Old Age Security costs are the single largest consistent cause of rising social spending. Though the
Seniors Benefit will save many billions of dollars in future, costs still will increase significantly
because of the aging of Canada's population. By 2030, the Seniors Benefit will spend a projected
$69.1 billion or $8.2 billion less than what the old system would have cost - $77.3. Even with the
more targeted Seniors Benefit, elderly benefits expenditures will more than triple between 1996 and
2030. Population aging will continue to exert strong upward pressure on pension, health and social
services costs. Reform of old age pensions is essential if Canada is to maintain an adequate level of
basic income support for the rising number of low-income seniors in the decades to come.
the Canada Pension Plan
The Canada Pension Plan (CPP) and the parallel Quebec Pension Plan (QPP) are social insurance
programs which constitute the second layer of Canada's multi-tiered pension system. Elderly benefits
form the foundation, occupational pensions plans and individual retirement savings plans the third,
private tier, and income tax deductions for contributions to occupational pension plans and
Registered Retirement Savings Plans make up the fourth layer.
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During the early 1980s, Canada undertook what half-ironically came to be known as the Great
Pension Debate. It is beyond the length and scope of this paper to go into this complex and
fascinating episode in Canadian social policy history. In a nutshell, though, there were two major
problems being addressed - the failure of the pension system to guarantee an adequate basic income
to poor seniors, and to adequately replace earnings for many non-poor pensioners - and three schools
of thought as to how to reform the system. One camp favoured strengthening public pensions and
wanted a major expansion of the modest Canada/Quebec Pension Plan by doubling its
earnings-replacement capacity and extending benefits to homemakers. A second school advocated
mandatory occupational pension plans or individual retirement savings plans. A third school went
for evolutionary improvements in the present system, with changes to all levels of the retirement
income system.
Needless to say, the evolutionists won the day. The Conservatives made several enhancements to the
Canada Pension Plan, though these changes fell far short of the expansionists' proposal for a doubling
of its earnings-replacement capacity and the call to include homemakers. These changes included
allowing some flexibility in age of retirement (actuarially adjusted retirement benefits as early as 60
and as late as 70), mandatory credit-splitting between spouses upon marriage breakdown, extension
of credit-splitting to cover marriage separation and the dissolution of common-law unions,
continuation of survivor benefits to recipients who remarry and increases to disability and children's
benefits. The Quebec Pension Plan, parallel to the Canada Pension Plan, saw most of the same
improvements as the CPP; indeed, in some cases the QPP led the way, spurring changes in the CPP.
In 1996 Ottawa and the provinces, which are jointly responsible for the federally-delivered Canada
Pension Plan, released a discussion paper as part of a national consultation on possible changes to
the CPP. Following public debate and closed-door negotiations between the two levels of government
- two-thirds of the provinces with two-thirds of the population must agree to any changes proposed
by the federal government - the Finance Minister announced changes to the CPP just before he
released his 1997 Budget.
The major change involves financing. The pay-go arrangement in place since the Canada Pension
Plan was created in 1966 will be replaced by partial funding, involving a more rapid increase in
contribution rates from 5.6 percent (combined employee/employer) of contributory earnings in 1996
to achieve a 'steady state' rate of 9.9 percent in 2003. However, the steady state rate should be
sufficient to remain at that level for the foreseeable future, rather than continuing to rise under the
pay-go system to as high as a projected 14.2 percent by 2030. Contributions will exceed expenditures,
thus building up a fund; the steady-state contribution rate is designed to accumulate a fund equal to
about five years' worth of benefits over the next 20 years.
The larger fund will be invested more broadly than under the current system, which has invested
mainly in 20-year non-marketable provincial securities and charged the provinces the federal
long-term bond rate. The CPP surplus will be invested in the market in a diversified portfolio of
assets, following the practice of large employer pension funds in Canada and other countries.
Provinces will still be able to borrow from the CPP, though at the same rate of interest as they pay
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for their market borrowings after a phase-in period. Earnings on the investments, projected to realize
an average 3.8 percent real rate of return, will help reduce future contribution rates over what they
would otherwise be. The CPP fund will be managed by an investment board at arms' length from
government which will be accountable to the public and governments.
Caledon has supported the move to partial funding as necessary to restore public confidence in the
Canada Pension Plan, a social program which is vitally important to the majority of Canadians in the
low-income and middle-income range who get little or nothing from the private parts of the pension
system. Partial funding also promises to partially correct the inevitable intergenerational unfairness
of a pay-go social insurance program which gives today's pensioners and the aging baby boom
generation a better deal financially than young Canadians.
However, another equity issue that has received little attention is the relative impact of the rapid
increase in contributions over the next seven years on Canadians in different income groups.
Employees and self-employed people with below-average earnings will face a heavier relative burden
than middle-income and upper-income contributors during the move from pay-as-you-go to partial
funding. However, once the steady-state contribution rate is reached in 2003, lower-income earners
will benefit most because they will pay considerably less than they would have under the old system.
Governments' decision to freeze the Year's Basic Exemption (YBE) - the earnings level below which
no contributions to the Plan are required - will exacerbate the regressivity problem because the real
level of the YBE will decline steadily each year, shifting the burden of contributions that in time will
weigh heaviest on low earners.
Re-indexing the Year's Basic Exemption would help deal with the regressivity problem, but that
change is worth too much to government to give up since it stealthily widens the contributory base
- though down the earnings scale. A more salable solution would be to revamp the tax credit for CPP
contributions to create a geared-to-income benefit that provides greater tax relief for lower-income
contributors.
The federal and provincial governments decided against deep cuts to Canada Pension Plan benefits,
opting instead for more modest reductions. New retirement pensions and the earnings-related portion
of disability and survivor benefits will be based on the average of the last five years' Years Maximum
Pensionable Earnings rather than the last three years. It will be harder to qualify for disability benefits
because workers now must contribute to the CPP for four of six years to be eligible for disability
benefits (the current rule is two of three years or five of ten years). Retirement pensions for disability
beneficiaries will be reduced by changing the method of calculation; their retirement pensions now
will be based on the Year's Maximum Pensionable Earnings The death benefit has been cut from its
current maximum amount of $3,800 to $2,500 and will be frozen, so it will dwindle in value in future.
These changes will result in reductions with a regressive impact, since losses will hut lower-income
pensioners and their survivors hardest in relative terms.
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child benefits
Child benefits have undergone more changes under the Mulroney and Chrétien governments than
any area of social policy. Not only were the changes significant for family policy - or the lack thereof
in English-speaking Canada - but they also had broader significance for the philosophical
underpinnings of Canada's social security system.
In January 1985 the Conservatives' first Health and Welfare Minister, Jake Epp, released a
Consultation Paper on Child and Elderly Benefits in January that reaffirmed his government's firm
commitment to universal family allowances and old age pensions and promised that any savings from
reform would be kept within the social budget and not used for deficit-reduction. Acknowledging
social policy groups' long-standing criticisms of the child benefits system, the Minister put forward
two options for discussion. One option would maintain the family allowance as is but end the
regressive children's tax exemption and redirect the savings to increase the refundable child tax
credit for lower-income families. The other option would keep but reduce both family allowances and
the children's tax exemption in order to increase the refundable child tax credit. No mention was
made of changing the indexation formula for either child or elderly benefits, which had been fully
indexed since 1973.
The Consultation Paper was referred to the Commons Standing Committee on Health, Welfare and
Social Affairs which held public hearings, listened to many witnesses and issued its own report in
April of 1985. All this activity proved to be a side-show when, one month later, the Minister of
Finance's 1985 Budget set its own course on child benefits reform. The children's tax exemption was
to be gradually reduced and the refundable child tax credit increased, which was partly in line with
the Health and Welfare Minister's second option. The Finance Minister made a much more
significant change by deciding to apply to child benefits the same partial indexation formula he
attempted (unsuccessfully) to impose on Old Age Security. The entire child benefits system was
partially de-indexed in order to shave millions of dollars each year from its budget, using the insidious
power of inflation to gradually erode the value of benefits. The partial indexation virus still infects
the child benefits system 12 years later.
In 1988, the children's tax exemption was converted to a non-refundable credit as part of the
government's income tax reforms. In 1993, the Conservatives completed their reforms by scrapping
the three major child benefit programs - family allowances, the non-refundable child tax credit and
the refundable child tax credit - in favour of a single income-tested Child Tax Benefit that operates
like the old refundable child tax credit, though it is paid monthly like the family allowance. The
Child Tax Benefit pays a maximum of $1,020 per child per year, another $213 for each child age 6
and under for whom a child care expenses deduction is not claimed, and $75 per year for the third
and each additional child in a family. Maximum benefits go to families with net incomes under
$25,921, while families with modest or middle incomes get a partial benefit that gets smaller as
incomes get bigger. The Child Tax Benefit also provides a Working Income Supplement of up to
$500 per family for working poor families with children. Neither the Child Tax Benefit nor its
threshold for maximum payments ($25,921) is fully protected against inflation, which means that
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the value of benefits declines steadily and the income level for maximum payments is pushed further
below the poverty line each year.
Because the Child Tax Benefit pays its maximum amount to low-income families, some people
believe that it is restricted to the poor. This is not the case. The Child Tax Benefit delivers partial
benefits to many non-poor families, including those with above-average incomes. Eight families in
ten - 84 percent of all families with children or 3.3 million out of the total 3.9 million - receive the
Child Tax Benefit. The Child Tax Benefit serves eight in ten of Canada's children - 5.7 million of
the country's 7 million children.
The Child Tax Benefit is designed in such as way as to provide partial benefits to families relatively
high up the income ladder. The Child Tax Benefit serves more than just the anti-poverty objective;
it also provides a measure of horizontal equity (albeit diminishing with income) for modest-income,
middle-income and upper-middle-income families with children.
For children under 7, the 'disappearing point' - the net family income level where families no longer
qualify for even partial benefits - is $75,241 for one or two children, $101,401 for three children and
$127,561 for four children. For children between 7 and 17, the Child Tax Benefit ends when net
family income reaches $66,721 for families with one or two children, $88,621 for three children and
$110,521 for four children. The disappearing points vary for families with some children under and
some over age 7, but they are similar to the former. By way of comparison, at last count (1995) the
average income for all families with one child under 18 was $53,896, $57,452 for two children and
$56,434 for three or more children.
Because the majority of families with children are in the middle income range, and qualify for partial
benefits, middle-income families and even significant numbers of those with high incomes benefit
from the program. Moreover, the Child Tax Benefit calculates benefits on the basis of 'net family
income', which allows a variety of deductions including contributions to occupational pension plans
and Registered Retirement Savings Plans; upper-income families in particular can substantially
reduce their income and thus receive more child benefits that they otherwise would on the basis of
the actual income.
While the critics generally applauded the increase in the refundable child tax credit and the
conversion of the regressive children's tax exemption to a non-refundable credit, they slammed the
Mulroney government for abandoning full indexation of child benefits. Most social advocates
strongly opposed the abolition of universality in child benefits with the imposition of the clawback
on family allowances in 1989 and then, in 1993, with the abolition of family allowances, arguing that
it will pave the way for a retrograde strategy of 'poor-programs-for-the-poor': According to this
argument, middle-income Canadians will withdraw their support for the welfare state (including its
provisions to the poor) if they perceive themselves as over-taxed and under-serviced by social
programs. Women's groups also advanced the 'poor wives with rich husbands' argument: Even in
some wealthy families, mothers have little or no income of their own - other than family allowances
- and are wholly dependent on the largesse of their husbands, so abolishing universal child benefits
removed the only source of income for these poor wives with rich husbands. Yet another criticism
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of the Conservatives' changes to child benefits is that they ended the commitment to the principle
of 'horizontal equity'; upper-income taxpayers with children to support now pay the same taxes as
upper-income childless couples and single people. Yet society as a whole benefits from the child
rearing work done by and costs borne by parents, and so should foot at least part of the bill even of
affluent parents, so the argument goes.
As with other social programs, in the are of child benefits the Liberal government is building upon
changes introduced by the Conservatives. But this time, the Liberals are undertaking a much more
radical reform which could dismantle a major part of provincial welfare systems and help translate
Canada's rhetorical war on child poverty into reality.
Ottawa and the provinces are working together to build an 'integrated child benefit', formally known
as the National Child Benefit System. The basic concept is deceptively simple, though putting it into
practice is a challenge.
At present, families on welfare receive child benefits from two governments and two different systems
- the income-tested federal Child Tax Benefit and needs-tested provincial welfare benefits paid on
behalf of children. (The sole exception is British Columbia, which in 1996 replaced welfare for
children with a pioneering income-tested BC Family Bonus payable to all low-income families with
children in the province.) However, working poor families get only the federal Child Tax Benefit and
Working Income Supplement. This double-standard child benefits system pays more to welfare
families than the working poor and those on Unemployment Insurance, contributing to what
Caledon has termed 'the welfare wall'. Families on welfare risk the loss of thousands of dollars of
welfare benefits for their children if they move off welfare into the work force, as well as welfare-tied
in-kind benefits such as supplementary health and dental care; they also have their low earnings
reduced by payroll and income taxes, and have to cope with work-related expenses such as clothing,
transportation and - above all - child care, which in its subsidized form is scarce in Canada.
Unwittingly, then, benefits for children are part of the welfare system's work disincentive problem
- a major issue in a nation that has seen a substantial increase in the number of employable
Canadians on the welfare roles, and for provinces which now have to assume the full burden of
welfare costs.
The 1997 federal Budget announced that the Child Tax Benefit's Working Income Supplement for
working poor families will be increased and changed from a per-family to a per-child basis in 1997.
In 1998, the 1997 increases for the working poor will be extended to all low-income families with
children through what will be renamed the Canada Child Tax Benefit paying all low-income families
(including families on welfare) a maximum basic $1,625 for the first child and $1,425 for the second
and each additional child. Since the existing $213 supplement for children under 7 (for whom child
care expenses are not claimed) will remain, the Canada Child Tax Benefit will pay up to $1,838 for
the first child under 7 and $1,638 for each additional child. The net family income threshold for
maximum benefits will be lowered from $25,921 to $20,921 and the reduction rate increased on
income between $20,921 and $25,921. Benefits for families with net income over $25,921 will
continue as before.
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The enlarged and restructured federal child benefit will allow the province and territories to redeploy
resources traditionally spent on welfare benefits for children to income-tested child benefits, wage
supplements, in-kind benefits (such as supplementary health and dental care) social services and
perhaps employment programs for low-income families with children. The details of this
'reinvestment framework' are currently being negotiated between Ottawa and the provinces. While
Quebec officially has kept apart from the federal-provincial process, de facto it is supporting the quest
for a National Child Benefit because it shares its fellow governments' policy objectives of creating a
more effective child benefit to tackle child poverty; indeed, Quebec is replacing its welfare benefits
for children with an Integrated Child Allowance that will be similar in design to the federal and other
provincial income-tested child benefits..
The Canada Child Tax Benefit will continue to provide benefits to the majority of Canadian
children, including those in non-poor non-wealthy families. However, Ottawa must reconsider its
policy on indexation. Benefits and income thresholds must be fully indexed, or gains to low-income
families will be eaten away by inflation and middle-income families will suffer further erosion of their
child benefits.
The federal government has committed $850 million towards the Canada Child Tax Benefit, which
will bring total federal child benefit expenditures to about $6 billion. During the recent federal
election campaign, the Liberals promised to at least double this $850 million amount, financial
circumstances permitting - which will permit, since the federal deficit will disappear probably this
year. This additional increase would bring the Canada Child Tax Benefit close to the $7 billion
required to replace welfare benefits for children. But that is just the first stage. Once the foundation
of equal child benefits for all low-income children in Canada is built, it should be raised in future
years to eventually cover the cost of raising children for low-income families and create the same
kind of de facto guaranteed income for children that Canada already assures the elderly.
child care
Canada suffers from an insufficient supply of licenced child care. Most parents use informal,
unregulated arrangements such as neighbours and relatives. The Liberals' 1993 election platform,
better known as the Red Book, committed the government to expand child care in Canada by 50,000
quality spaces in each year following a year of three percent economic growth, up to a total of
150,000 spaces. The 1994 Budget designated $120 million and $240 million for child care for
1995-96 and 1996-97, respectively.
Child care subsequently fell off the federal government's agenda. Ottawa claimed that it could not
get provincial agreement; the provinces are responsible for licenced child care in Canada, though the
federal government provides tax assistance in the form of the child care expenses deduction for
parents who can produce receipts for child care. Several provinces denied the federal assertion that
there were no 'takers' for its offered child care funds.
Child care is a social service that will be hit hard with the introduction of the CHST. Licensed child
care spaces will be lost in response to the substantial withdrawal of federal dollars. Child care will be
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hurt because of the loss of the CAP legislative base, which at least had assured the presence of
matching federal and provincial dollars for social services. CAP allowed Ottawa to share with the
provinces only in the cost of non-profit services. This non-profit condition was crucial for child care
in particular; research shows strong links between non-profit and high-quality care.
child support
The 1996 federal Budget introduced a three-part package to improve child support.
Child support paid under orders or agreements made on or after May 1, 1997 no longer is counted
as taxable income to the recipient (mainly mothers) and no longer is tax deductible for the payer
(mainly fathers). The previous system penalized custodial parents (mostly women) who are taxed on
payments they receive from non-custodial parents to support their children. Although designed to
provide an incentive to non-custodial parents to pay their legally required child support payments,
the child support deduction paid its largest benefit to upper-income taxpayers. It also was ineffective
in actually getting non-custodial parents to pay what they owe; the main cause of non-payment has
been lack of security of income of payers.
Federal child support guidelines will be introduced to help parents, lawyers and judges set fair and
consistent child support awards in divorce cases. These guidelines will help ensure that child support
levels are more adequate, that judgments throughout the country are more consistent and that there
is greater equity and fairness in child support decisions. At least there will be some national
consistency to provincial court decisions. And judges no longer will have to 'gross up' child support
awards to try and adjust for their taxability in the hands of the custodial parent.
There will be a range of enforcement agencies to ensure that support is paid in full and on time.
social tax expenditures
The taxation system in Canada is a major instrument of social policy. The Conservatives made major
changes to the tax system with significant implications for social policy. So far, the Liberals have
made modest but generally positive improvements in social tax expenditures.
The hated Goods and Services Tax (GST), a Canadian variant of the VAT, at least offered a limited
measure of protection for low-income families and individuals by providing a refundable tax credit
for adults and children intended to offset any increase in tax burden from the replacement of the old
federal sales tax by the GST. Unfortunately, both the refundable GST credit and its income threshold
(the same $25,921 as for the Child Tax Benefit) are only partially indexed, to the amount of inflation
over three percent, which results in a declining income level for maximum benefits and an erosion
in the value of the credits. As a result, the Conservatives imposed a rising GST burden each year on
the one group in society that can least bear it - the poor. The GST credit in effect placed the highest
GST burden on lower-middle-income Canadians with incomes just above the cutoff point for the
GST credits; but partial indexation is gradually shifting the regressivity of the GST further and
further down the income ladder.
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The Conservatives lowered the marginal income tax rate for upper-income taxpayers and enriched
several tax breaks that most benefit the well-off. They introduced a $100,000 lifetime capital gains
exemption, increased the child care expense deduction (a tax break for parents who purchase child
care), substantially boosted the tax deduction limit for contributions to Registered Retirement
Savings Plans (a tax-assisted vehicle for personal savings towards retirement) and removed the limit
on the tax deduction for contributions to Registered Pension Plans (i.e., occupational pension plans).
Affluent Canadians benefited most from these various. changes. But, not to be accused of
consistency, the Finance Minister at the same time moved in the opposite direction of a fairer income
tax system when he converted personal exemptions and most deductions to non-refundable credits,
which generally provide equal or similar tax savings to claimants in different income groups. He also
expanded the range of disabilities eligible for the disability credit and increased its value, which
helped taxpayers with disabilities (though not the many Canadians with disabilities who are too poor
to pay income tax).
Another important and regressive tax change made in the 1985 Budget that has gone virtually
unnoticed was the partial de-indexation of tax brackets, exemptions and credits. This retreat from
full indexation results in a hidden, automatic and lucrative income tax hike each year for all
taxpayers, including the working poor and modest-income Canadians. It also causes a gradual
lowering of the income tax threshold - the income level above which federal income taxes kick in
- which for a single person has fallen from earnings of $10,167 in 1980 (in constant 1997 dollars) to
a shamefully low $6,753 in 1997.
In their first (1994) Budget, the Liberals trimmed or slimmed several tax breaks in both the personal
and corporate income tax systems. It closed down one of the worst of the Conservatives' tax changes
- the creation of a $100,000 lifetime capital gains exemption. This was a phenomenally regressive
tax break that even many financial journalists and tax experts deemed devoid of merit. As noted
above, the 1994 Budget income-tested the age credit. Employer-paid private group life insurance
premiums under $25,000 worth of coverage used to be exempt from taxation; now, employees will
have to pay income tax on the full amount of such coverage. Changes to business income tax
included reducing the deduction for meals and entertainment, eliminating the preferential tax rate
used by large corporations and cutting regional investment tax credits. These and other tax measures
were forecast to yield an estimated $3.5 billion in additional revenue from 1994-95 through 1996-97.
The 1995 Budget dealt far larger spending cuts than tax increases. Its tax changes raised an
additional $3.7 billion between 1995-96 and 1997-98, as opposed to $25.3 billion in savings from
cuts to programs and government departments. The most lucrative of the tax increases was regressive
- a 1.5 cents per litre hike in the federal excise tax on gasoline, which raised $1.5 billion over three
fiscal years. By contrast, the increase announced in the tax rate on large corporations yielded $460
million; the corporate surtax increased to bring in another $350 million; and a temporary increase
in the capital tax levied on Canada's profit-starved banks and other large deposit-taking financial
institutions garnered a deficit-crunching $100 million.
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The 1995 Budget's changes to tax assistance for retirement savings were predictable but
disappointing from the point of view of progressive tax policy. The Finance Minister could have
substantially reduced the tax deduction limit for contributions to Registered Pension Plans and
RRSPs or changed the deductions to credits. Such changes would not affect modest-income and
middle-income taxpayers but would reduce (though not eliminate) generous and costly tax breaks
for the well-off. Instead, he merely reduced the maximum tax deduction for contributions to RRSPs
from $14,500 in 1995 to $13,500 for 1996 and 1997, after which the limit will rise by $1,000 a year
to reach $15,500 in 1999; it will be indexed in the years to follow. Taxpayers had been permitted to
over contribute up to $8,000 in their RRSP accounts without penalty; this was reduced to $2,000.
The tax deduction limit for contributions to money purchase pension plans was lowered from
$14,500 in 1995 to $13,500 for 1996, but then will rise by $1,000 a year to reach $15,500 on 1998,
and indexed thereafter. The maximum limit for the deduction of contributions to defined benefit
pension plans will be frozen through 1998 and then indexed in 1999.
These changes to tax breaks for retirement savings saved the federal treasury an estimated $15
million in 1995-96, $95 million in 1996-97 and $160 million in 1997-98. To put this in perspective,
the federal government spent $8.7 billion on the tax deductions for contributions to Registered
Pension Plans and RRSPs in 1992.
High tax deduction limits for retirement savings translate into many millions of dollars in tax breaks
to upper-income Canadians who least need a subsidy from government to save for their (already)
golden years. When the tax deduction limit for RRSP contributions reaches $15,500 in 1999, only
taxpayers who earn $86,111 or more will be able to claim the maximum deduction, which will save
them about $7,100 in federal and average provincial income taxes - four times as much as Ottawa
will pay for a young child in low-income families when the enriched Canada Child Tax Benefit
appears in 1998.
The Liberals' 1996 Budget introduced a number of modest but helpful change to tax benefits. The
education credit was increased from $80 to $100 a month to helps recognize the non-tuition costs
of schooling. The age limit for the child care expense deduction will be raised from 14 to 16 to help
parents who work at night. The tax credit for infirm dependents (adult children and other relatives
with disabilities) was raised from $270 to $400 and the income threshold went from $2,690 to $4,103
so that reductions to the credit will begin only at higher levels of income. This measure is important
in recognizing the pressures on families caring at home for aging parents or children with disabilities.
The annual limit on charitable donations was increased from 20 percent to 50 percent to help bolster
support for the voluntary sector and encourage donations from private donors.
The 1997 Budget announced several tax measures worth $70 million for Canadians facing significant
medical costs. Audiologists are now permitted to carry out certification for eligibility for the disability
tax credit. The medical expense tax credit was expanded to allow certain items that formerly had
been excluded from consideration, such as 50 percent of the cost of an air conditioner required for
severe chronic ailments and expenses incurred for moves from inaccessible to accessible housing,
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among others. These small, but important, improvements will ease the cost burden of certain
disability-related goods and services for many Canadians.
The 1997 Budget doubled from $5,000 to $10,000 the limit on part-time attendant care expenses and
eliminated the $5,000 limit on the deduction for attendant care expenses currently available for
disabled earners. The medical expense tax credit will be supplemented by a refundable tax credit for
low-income working Canadians with high medical expenses; many people with health-related
expenses do not derive any benefit from the current medical expense tax credit because it is
non-refundable and therefore of no value to persons too poor to pay income tax.
The 1997 Budget also reduced the income inclusion rate on capital gains of gifts to charitable
organizations other than private charitable foundations. Prior to the Budget announcement,
taxpayers who made a gift of capital property that had increased in value, such as company shares,
real estate or works of art, had to pay tax on the capital gains - i.e., the difference between the
previous value of the property and the value when it was donated.
Currents and Undercurrents
This account of social policy changes since 1985 has covered a lot of ground. But there are some
common patterns and themes. In this final section, I offer some insights into the transformation of
Canadian social policy.
the decline of universality
The universalist welfare state in Canada is all but a historic memory, albeit recent. Universal Family
Allowances and Old Age Security, two of the three bastions of universal social security, have given
way to the geared-to-income Child Tax Benefit and Seniors Benefit for low- and middle-income
families and elderly women and men. Universal health care remains standing, but there are strong
pressures to allow the growth of a two-tier system which would permit Canadians to purchase some
health services if they have the desire and - more to the point - means to do so; user fees are still
verboten, but some provinces have created de facto user fees by reducing the range of insured services.
The Canada and Quebec Pension Plans continue to cover the entire work force, but Unemployment
Insurance has undergone a series of belt-tightening changes that have significantly reduced coverage
of the unemployed.
Defender of the universalist welfare state have complained vigorously and often about the erosion
of the (once) sacred trust of universality, but to no avail. Few Canadians appeared to notice, or care
if they did realize that child and elderly benefits no longer unite rich and poor in common receipt of
social benefits. For a few years, the Conservatives took the trouble to maintain the appearance of
universality by continuing to pay Family Allowances and Old Age Security to all and then recouping
the money from upper-income recipients through the income tax system the next year. Soon,
however, the federal government stopped payments to well-off families and seniors at source and
admitted that the programs were now income-tested, not universal.
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social policy by stealth
Just as noteworthy as what the Conservatives did to social and tax policy was how they did it. They
artfully pursued 'social policy by stealth' - a term I coined in 1990 to denote the use of arcane and
poorly understood technical changes to public policy, such as partial de-indexation and clawbacks,
which were imposed on the Canadian people without their knowledge, consent or understanding.
Major changes to important social programs, such as the removal of universal old age pensions and
family allowances, the massive cuts in social transfer payments to the provinces and the gradual
erosion of child benefits, were made with no advance notice and little effective public debate.
Whatever one thinks of the Mulroney government's record in social policy - I for one supported some
of its changes, such as the end of universal child and elderly benefits, the creation of the Child Tax
Benefit and the conversion of tax exemptions and most deductions to credits - it perfected an
anti-democratic, elitist style of policy-making that is bad for the people and seductive to the
politicians.
A related and important development during the Mulroney years was the ascendancy of the Minister
of Finance and his bureaucrats in social policy. Traditionally, power over federal social policy had
been shared between the Ministers of Health and Welfare and of Finance. This made sense, since
social programs constitute a large - and growing - share of public spending. However, the influence
of the Department of Finance on social policy increased during the 1970s, when it killed the Minister
of Health and Welfare's Social Security Review chiefly because of the cost of its proposals. During
the Mulroney era, when federal policy became obsessed with fighting the deficit, Finance came to
rule decisively over social policy-making, outflanking and dominating Health and Welfare.
The Liberals said they wanted to pursue an open as opposed to stealthy approach to public policy.
Indeed, in his first (1994) Budget speech, the Finance Minister promised to end the Conservative
"tactics of stealth." The Liberal government has conducted a series of public consultations on major
social policy areas. Lloyd Axworthy, the first occupant of the new post of Minister of Human
Resources Development (a superministry planned under the Conservatives) headed the most
extensive public consultation in the history of Canadian social policy. His Social Security Review
studied and proposed sweeping reforms to much of federal social expenditures, including
Unemployment Insurance, training and other employment development services, child benefits, child
care and federal transfers to the provinces for welfare, social services and postsecondary education.
Other significant areas of federal social spending - the public pension system, health care, social
housing and social programs for aboriginal Canadians - also got the public consultation treatment
to varying degrees. So one cannot accuse the Liberals of not airing policy ideas and seeking input
from a wide range of interest groups, experts and the public.
But a government can happily consult widely and still practice social policy by stealth; indeed,
consultation can serve as a handy smokescreen for stealthy changes. The Liberals' record on stealthy
policy is mixed.
The Seniors Benefit will be fully indexed, which represents a significant victory against the stealthy
use of inflation to erode the value and shrink the coverage of benefits. The cash floor under social
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transfer payments to the provinces for health and social programs, though it is not indexed and only
guaranteed until 2002-03, is an improvement over the Conservatives' stealthy partial indexation
formula, which would have led to the rapid disappearance of federal cash and, hence, clout over
health care and social programs operated by the provinces.
But the Liberals have kept in place most of the machinery of stealth which they inherited from the
Conservatives, notably partial indexation of the personal income tax system, the refundable GST
credit and child benefits. Indeed, they added a couple of new stealth mechanisms, by freezing the
Maximum Insurable Earnings level for the new Employment Insurance program and the Canada
Pension Plan's Year's Basic Exemption (the earnings level below which contributions are not levied).
The very language I have to use here - MIE and YBE - does not trip lightly on the tongues of
Canadians, illustrating one of the reasons why stealth has proved so successful: It involves arcane
mechanisms and technical terminology that are foreign to most people.
Stealth produces regressive income tax increases and benefit losses that hit lower-income families
and individuals hardest. Though lamentable from a social policy point of view, the politically
invisible rewards of stealth - automatic annual income tax increases and social benefit reductions have proved irresistible to the Finance Minister in his remarkably successful war against the deficit.
However, stealth is a cynical policy instrument which puts the tax/transfer system on a bed of sand
and the governments which use it in the position of lying to Canadians.
regressive changes
While most Canadians and even a few social advocates would agree that the Finance Minister had
to put the country's finances in order, the pain of the changes to social programs and taxes has not
been inflicted equitably. To the contrary, low-income Canadians have been hit hardest by most of
the changes, with the notable exceptions of the Seniors Benefit and child benefits.
The most obvious example is welfare, which exclusively serves the poor. Reduced federal transfers
are putting pressure on the provinces to cut benefits, which can be accomplished in various ways with
a social program so complex and rule-bound as welfare. Most welfare recipients have seen a decline
in the value of their benefits recently, as benefits are frozen or reduced outright.
Not that some provinces need cuts in federal transfers to get tough on welfare; arguably, they would
have done so anyway. Alberta and Ontario come readily to mind, with conservative governments
which have made political hay out of welfare-bashing. Ontario is imposing a form of
work-for-welfare, following its 21.6 percent cut to welfare rates in late 1995, along with tougher
measures to root out fraud, cut off welfare to 17 and 18 year-olds and tighten the definition of
disability.
Unemployment Insurance has experienced successive bouts of belt-tightening by increasing work
requirements and reducing the amount and maximum duration of benefits. Low-income unemployed
workers stand to lose most, in part because they tend to use the program more frequently. The new
Employment Insurance system will make it harder for seasonal workers to qualify for benefits, will
penalize repeat users, will reduce benefits over time and will shift more of the financing burden onto
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workers with below-average earnings. The switch from pay-go to partial funding of the Canada
Pension Plan, which will increase contributions substantially over the next six years, along with the
decision to freeze the Year's Basic Exemption, will impose the heaviest financing burden on workers
with below-average earnings. Reductions in retirement, disability, survivor and death benefits, though
modest compared to what they could have been, also will have a regressive impact that weighs
heaviest on the poor and will scarcely be noticed by the well-off.
Social policy by stealth also has hurt low-income Canadians. Partial de-indexation of the personal
income tax system is imposing hidden increases in federal and provincial income taxes each year that
weigh heaviest on the working poor. The federal taxpaying threshold - the earnings level where
income taxes become payable - is falling deeper and deeper below the poverty line. Partial indexation
of the refundable GST credit and its income threshold for maximum benefits means that the only
Canadians facing an automatic increase in their Goods and Services Tax burden each year are those
least able to carry it - the poor. Partial indexation is gradually reducing the value of federal child
benefits and thus eroding increases that were made in the mid-1980s and that are on the books for
this year and next. Lower-income families lose most from inflation-induced cuts in their child
benefits, though middle-income families also are affected.
Middle- and upper-income Canadians sometimes complain that they are overtaxed to pay for social
programs such as welfare, Unemployment Insurance and social services which they never use
themselves. But lower-income families and individuals also are facing a rising burden of payroll,
income and consumption taxes - and not all of them use welfare, social services or Unemployment
Insurance. And if they do use such programs, they suffer the effects of cutbacks in the form of lower
benefits, tougher eligibility rules, longer line-ups for subsidized child care and reduced access to
various social services.
the federal role in social policy
The federal government has made major changes to key social programs which, to some extent, have
narrowed its sphere of influence over Canada's social security system. However, Ottawa will continue
to play a large role in social policy at least equal to that of the provinces.
The federal government is in the process of devolving responsibility for employment development
services to the provinces and will be out of training by 1999. Employment development services
include wage subsidies, income supplements, support for self-employment, job creation partnerships,
and loans and grants for skill development. Provinces also will be allowed to provide some of the
labour market services currently delivered by the federal government through Canada Human
Resource Centres, such as local labour market partnerships, employment assistance services, research
and innovation, labour market exchange, and counselling, screening and referral of employees to
appropriate services.
However, Ottawa will co-manage employment development services with provinces that prefer this
arrangement. The federal government also will continue to play a role in national labour market
activities, such as ensuring the mobility of workers, providing labour market information and
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financing labour-management training councils in sectors that cross provincial boundaries. And, of
course, Employment Insurance remains a federal program.
The Mulroney and Chrétien governments have pursued a common course in curbing major social
expenditures. Federal social transfers to the provinces and Unemployment Insurance have seen the
biggest cuts. The Canada Pension Plan will sustain relatively small reductions.
But the social policy story is not just cuts, cuts, cuts. Some social programs have experienced
contradictory changes.
The federal government enriched child benefits for lower-income families (and will do so again) and
reduced benefits for middle- and upper-income families. The Conservatives imposed and the Liberals
have retained partial indexation of benefits and thresholds, which will erode benefits, offset gains and
target maximum benefits further down the income ladder, so that eventually even some low-income
families will no longer qualify for the maximum amount. The refundable sales tax credit and its
successor the GST credit introduced partial relief from federal consumption taxes for low-income
consumers, but once again the program is infected with the stealth virus of partial indexation which
is weakening this important benefit and resulting in a rising tax burden on those least able to bear
it. The cuts to benefits under Employment Insurance will be offset for lower-income parents who will
receive a form of child benefit - provided, of course, they can find enough work to meet the much
stricter eligibility requirement.
When it appears in 2001, the Seniors Benefit will modestly improve benefits for low-income seniors.
Three in four elderly households will get the same or more than they would get under the old system.
Nine in ten single elderly women will come out ahead. Only seniors with above-average incomes will
experience significant losses in elderly benefits. But the Seniors Benefit will only slow the
demographically-driven increase in spending; even with the Seniors Benefit, costs will more than
triple by 2030.
Cuts to federal social transfers to the provinces and to Unemployment Insurance will create a
different and unwanted form of devolution - an offloading of responsibility and costs onto the
provinces and territories. The crunch will come during recessions, when provincial welfare caseloads
will rise but a concomitant increase in federal cash no longer will arrive from Ottawa. The tougher
Employment Insurance rules will force some unemployed people onto provincial welfare.
In recent years, 'disentanglement' has become a vogue word in government circles, based on the
premise that one way to repair the fractious state of federal-provincial relations and to assuage
Quebec is for the two levels of government to get out of each other's hair and divide up the social
policy pie more neatly. Hence Ottawa's recent moves to get out of social housing, training and
employment development services, and conditional cost-sharing of provincial welfare and social
services - leaving the provinces a free hand to run their own show.
However, I think that the penchant for 'disentanglement' may soon run its course or at least prove
not to be quite so powerful a solution that governments hoped it would be. Provinces can opt to
co-manage employment development services with the federal government, and some already have
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opted for that approach. The emerging National Child Benefit System is a new breed of social policy
animal in Canada, a federal-provincial creation based on common commitment to shared social
policy objectives. The National Child Benefit shows that entanglement - so long as it is cooperative
and well-planned - is a necessary virtue when it comes to addressing child poverty. The same holds
for other pressing and stubborn problems such as unemployment and underemployment.
Governments have to work together, and with employers and communities, to tackle tough economic
and social issues.
The federal government has been accused of abandoning its traditional role in ensuring 'national
standards' in social policy. This criticism exaggerates the role that Ottawa until recently played in
national standards for some social programs, and ignores the vital role the federal government has
played and will continue to play in national standards for other important social programs.
Under the old system of federal social transfers that was replaced last year by the Canada Health and
Social Transfer, the federal government imposed three main conditions on the provinces in return
for cost-sharing their welfare and social service systems. Welfare must be available on the basis of a
needs test to all in need; provinces must provide an appeals system; and there must be no residency
requirements These conditions were enforced by financial sanction. The Canada Health and social
Transfer imposes only one condition - no residency requirements - also through threat of financial
penalty.
The loss of two of the three conditions is worrisome, especially the loss of the needs requirement
since provinces no could decide to exclude certain categories of people (e.g., young unemployed
employables). However, the federal government is not abandoning national standards for welfare and
social services because there were no such standards under the old system of the Canada Assistance
Plan. There were no standards governing the adequacy of welfare rates or the range of needs covered.
Nor were there national standards for social services such as homemaker care, family and children's
services and child care. The only influence that Ottawa used to have over child care, one of the
major social services that fall within provincial jurisdiction, was that it would not cost-share for-profit
child care.
The federal government remains fully committed to the five principles of medicare, and would lose
its political shirt if it did not. It has left enough money in the Canada Health and Social Transfer to
enforce the conditions. Once again, however, there are no national standards for insured health care,
which remains a provincial responsibility. The Canada Health Act does not set and enforce national
standards for the quality of care provided in hospitals and doctors' offices. The Canada Health Act
does not even define what health services are considered to be essential, leaving this crucial matter
in the hands of each province.
The forgotten role of the federal government in national standards is in income security policy. There
is no more concrete and substantive a national standard as the design of an income security program
such as Old Age Security, the Guaranteed Income Supplement, the Canada Pension Plan and the
Child Tax Benefit. These programs serve every eligible Canadian, no matter what their province or
territory and what community. Granted, the adequacy of the national standards of federal income
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security programs can be debated - and has, in this paper as one example. But it is far easier to define
and achieve national standards for income programs than for health and social services.
a schizophrenic attitude to social policy
Another potential factor in the transformation of Canadian social policy is what I characterize as our
schizophrenic or deeply ambivalent attitude towards social problems and social programs. Canadians
are said to pride themselves in their social programs, which are touted as indicative of their
compassionate nature and refusal to follow the individualistic every-person-for-him/herself ethic of
Americans. Indeed, some fear that this crucial social solidaristic value is endangered by the rise of
the global economy and the apparent declining power of the nation state.
I am speculating here, my gut and my knowledge of the history of social policy lead me to suspect that
supporters of social programs exaggerate the extent of Canadians' collective commitment to the
philosophy of social security. Our welfare state did not grow out of consensus about the logic and
morality of collective provision to meet shared risks and needs. Rather, Canada's social security
system developed through periodic evolutionary leaps that, more often than not, pitted social policy
doves against hawks - a conflict that often had complicating overlays of class, regional, linguistic and
jurisdictional tensions. Many Canadians have what may be characterized as a 'schizophrenic' attitude
towards social security; they have mixed feelings about social programs and feel a conflict between
social security as a right of citizenship and social security as a cause of unhealthy dependency and a
drain on the economy. Sometimes, of course, they distinguish between different social programs and
view some (e.g., old age pensions) as more worthy than others (e.g., welfare), but this still means that
support for social security is not as solid as supporters of the universalist welfare state would have us
believe. Such conflicting views underscore the current debate about social program reform.
loss of collective memory
Canada's postwar social security system was forged out of two catastrophes - the Great Depression
of the 1930s and World War Two. Ideas for social programs had been floated before and during the
1930s and 1940s. But it took the despair of mass unemployment and the hope and confidence
engendered by the successful war effort to convince Canadians that they wanted, needed and had
the ability to build a system of social security and health care. The war mobilized and matured the
national government and the national economy.
Planning for social security took place during the war as the federal government prepared for postwar
reconstruction. The architects and engineers of the welfare state were not dewy-eyed social reformers
with visions of a socialist paradise dancing in their heads. They were Keynesian public servants who
viewed social programs as a necessary element of a modern economy and democracy. Wily politicians
and astute business leaders knew that collective provision for social security were required to ensure
peace, order and good government - and the smooth workings of a capitalist economy.
The baby boomers who are now reaching their 50s are the last generation to remember the reasons
for social programs because they learned them - however inchoately - from their parents who knew
first-hand what life was like before old age pensions, unemployment insurance and medicare. But
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Generations X, Y and Z likely will view social programs as they see the Depression and war that
inspired them - as historical events that have little to do with their everyday life.
The current debate on pension reform provides a good example. Polls show that most young
Canadians do not believe the Canada Pension Plan 'will be there for them' when they retire. This
belief is utterly unfounded, though I am aware of the danger of self-fulfilling prophecies.
Governments are taking steps to ensure that the Canada Pension Plan will be there for future
generations. But if younger people do not understand why a social insurance program like the
Canada Pension Plan is crucial to their retirement income prospects, the CPP could face an
uncertain future.
Governments and social groups have to do a better job of public education on social programs. The
media have an important role to play as well, both through reporting and commentary that shows
a basic literacy on social policy. Unfortunately, the level of public discourse on social policy is pretty
poor in Canada.
the litmus test of social policy: reducing inequality
The social, demographic, economic and political challenges facing our social security system are
formidable. Governments are expected to do as much if not more with less.. Social programs have
been scrutinized and typically found wanting: How can Canada spend many billions of dollars on a
panoply of social programs, yet poverty, unemployment, homelessness, hunger, abuse and other
problems persist?
The short answer to this seeming dilemma is that social programs can only do so much to attack
problems which are deeply rooted in our society and economy. However, there is one test by which
all social security systems should be judged: How successful are they in reducing the gross income
inequalities produced by a market economy?
In this respect, Canada's tax/transfer system has proved remarkably successful. Inequalities in market
income - i.e., from wages, salaries, self-employment, savings and investments, private pensions and
other private sources - are wide and have increased in recent years. Families in the highest income
quintile had 21 times greater a share of market income as families in the lowest quintile in 1995, the
most recent year for which data are available. However, that gap narrows to six times once income
from social programs is factored in, and to five times in terms of after-tax income shares. Social
programs so far have managed to fully offset increases in market income inequality.
Social programs, and the income tax system to a lesser extent, are important forces for reducing
income inequalities. Whether they will be able to continue to do so depends upon how much farther
governments go in reducing social benefits - and improving some benefits (such as child benefits) as
part of social reinvestment in the soon-to-arrive post-deficit Canada.
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social reinvestment
The provinces have wrestled their deficits to the ground, and the federal government is so far ahead
of its own purposely pessimistic schedule that the deficit probably will disappear next year. What
now?
Tax cuts, reducing the debt and reinvesting in social programs are competing claims on the dividends
that will arrive from winning the war against the deficit. While the picture might not appear so rosy
when the next recession hits, Ottawa has taken steps to insulate itself against the fiscal cost of
economic downturn, especially by ending cost-sharing of provincial welfare and social services,
tightening Employment Insurance and creating a large surplus in the EI account. The federal
government has run an operating surplus for some years; it is debt financing costs that have kept the
books in the red.
Ottawa had committed itself to invest more money in the National Child Benefit and youth
employment. There is interest in bringing drugs and home care into medicare. The provinces want
a say in updating and managing the Canada Health Act. Unemployment remains a great concern
of Canadians but stubbornly immune to public action. Ottawa has yet to act on decisively on
improving supports for persons with disabilities, though at least it is talking to the provinces, which
play a large role in this area. Employment Insurance is an emerging and trouble-prone program, as
always. Canada Pension Plan reform is far from finished; there are outstanding issues such as
part-time benefits, survivor benefits and the impact of rapid contribution rate increases on
lower-income contributors. The Seniors Benefit has yet to be legislated, and certainly will continue
to attract a lot of heat from its critics before it is launched in 2001. The machinery of stealth in taxes
and social programs should be dismantled.
There are plenty of candidates and competing claims for social reinvestment, and the latter involves
more than just more money. Social investment also requires sound ideas, plentiful energy and
political will. If the concept of sustainable social policy is to mean more than a circumlocution for
cuts, Canada must find ways to create fair and effective social programs that work together with fair
and effective economic policies.
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Welfare Brinkmanship in the United States
Evelyn Z. Brodkin
My instructions were to be comprehensive, synoptic, hard-edged and very brief. I'll try to comply,
though I fear the comprehensiveness is rather bound to suffer, even if outspokenness does not.
Thirty, twenty, even fifteen years ago, conventional wisdom predicted that the United States would
move toward a more complete welfare state, following the precedent of other advanced market
democracies, especially those in Europe and Canada. The conventional wisdom looked right. In the
sixties, seventies, even into the eighties, the US witnessed a great elaboration of national social
welfare protections, including the creation of medicare, medicaid, food stamps, disability, earned
income tax credit and expansion of AFDC (Aid to Families with Dependent Children) , social
security, and unemployment insurance.
But, today, that conventional wisdom seems less wise. Despite these notable developments, the
American welfare state continues to be better distinguished by its gaps than by its comprehensiveness.
Moreover, the shape of the American welfare state is changing dramatically as we speak. In my view,
the current changes constitute more than the kind of incremental adjustments for which American
policymaking is well-known. Rather, we seem to be moving toward a profound re-conceptualisation
of the social contract that has been fashioned over the decades since the Great Depression. While
the pre-eminence of the market is hardly new to the American polity or certainly to the great
American social mythology, the balance between market and democracy seems to be shifting further
toward market dominance and away from social security than it has in six decades.
The new welfare law is emblematic of this shift. It is the product of shorter- and longer-term
conditions that merit a closer look, if we are to understand these developments in American social
welfare policy and assess their implications.
In the following very brief observations, I will consider the context for recent developments - how
American political conditions, policy arrangements, and institutional arrangements have contributed
to them. I will then comment on the possible consequences of these social policy reforms for the
future.
Current Context
So far as political conditions are concerned, in the United States many citizens and (even more)
non-citizens are in an increasingly tenuous situation. Political parties are moving closer together, all
seeking the same swing marginal voter, firmly lodged in the white suburban middle class. This
development has particularly important implications for the Democratic party, traditionally
concerned with disadvantaged constituencies. In the context of deficit politics, one could see
disadvantaged groups and marginalised constituencies finding few political allies and little political
support.
On the policy side, one sees emerging ever sharper distinctions between the "deserving" (the elderly,
the disabled) and the "undeserving" poor. Policy arrangements offer social insurance for the former,
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but only very uncertain, stigmatized support for the latter. The deficit politics of the eighties and early
nineties did not create these divisions, but did exacerbate them. It effectively constructed a zero-sum
game that pitted the poor against the rest in increasingly sharp and visible fashion.
On the institutional side, political and social policy structures are fragmented across jurisdictions and
functional responsibilities. Programs for the deserving poor are federal; the undeserving poor are
handled at state and local levels, where the institutional structures may be weakest, and problems of
undeveloped bureaucratic capacity most challenging. During the recession, when caseloads were
relatively large and increasing at state and local levels, these developments seemed to support
arguments against social welfare programs. Although arguably income support programs did work,
in that they buffered the consequences of recession for families with children, rising caseloads were
more widely interpreted to indicate that social welfare programs didn't work and benefited neither
taxpayers nor the poor themselves. Notably, even after costs and caseloads began to decline as the
economy recovered, the backlash against welfare programs persisted and the politics of social
fragmentation grew.
Welfare Reform: Its Promise and Perils
All of this background is reflected in the new welfare law, the Personal Responsibility and Work
Opportunity Reconciliation Act of 1996.
Politically, one sees great reduction in political commitment flowing from the end of aid to groups
that lack political support or political status-the poor without political allies. The Democratic party
has been transformed from anti-poverty warriors into anti-welfare warriors-definitely not the same
thing. The extent of the reduction in support can be seen in the end of the federal guarantee of
welfare support for the poor, a 5-year lifetime limit on receipt of assistance, and devolution of policy
authority to states that permits them to further limit social support.
On the policy side, the anticipated $54 billion in cuts in federal expenditures over the next 5 years
is substantially concentrated on the most vulnerable poor, who constitute less than half the program
load, but took more than half the cuts.
Institutionally, much of the reform effort must be seen as focussed on load shedding rather than
institution-building. Many weak institutional structures remain while responsibilities have been
shifted from the federal government to states-it remains to be seen whether states will have the
capacity to handle the load in the next recession. Implementing welfare-to-work programs effectively
demands much greater institutional capacity, and a wider range of supporting resources, than merely
providing cash assistance. Yet, in practice, the implementation of such programs commonly
demonstrates considerable divergence between promise and practice at the level of the local welfare
office and individual caseworker.
States do have wider policy options under the new law, but these are mostly options to cut support
(though there will be much diversity in the extent and the methods). States also have unprecedented
powers to insist on work activities (though again there is a wide range of possible interpretations).
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Education aspects of mandatory work activities are limited to no more than one year of training, and
many forms of educational activities may not qualify at all.
Overall, the empirical evidence about the value-added of welfare-to-work programs is mixed.
However, there is considerable evidence that success in the labour market depends both on the skills
people can bring to the market and on the quality of the jobs available to them, the latter constraint
being one which welfare policy itself does not address. One has to worry about policies which do not
provide the educational opportunities and other supports that enable adults to care for their children
and simultaneously succeed in the labour market, even at the minimal level of being able to find
stable work at a living wage.
Conclusion
There is much speculation and great uncertainty about the consequences of recent welfare reform
measures in the United States. The price of failure is painful to contemplate. The Congressional
Budget Office estimates that one million people will be pushed into poverty, another million into
deeper poverty. This may not happen, especially in the short-run, while a strong economy supports
a buoyant labour market. Yet, even in this robust market, many jobs at the bottom end of the market
do not assure an exit from poverty, nor are many of the better jobs located in the central cities where
the most disadvantaged poor are disproportionately housed.
I am deeply concerned that, over the longer term, recent shifts in welfare and other social policies
are apt to exacerbate the very conditions that produced a backlash against American government
and its social welfare role - the conditions that provoked a headlong rush into a dubious and untested
version of welfare reform. In the past, state welfare agencies that have provided little help and pushed
families off welfare and into a market that has too few good jobs to offer have found it hard to garner
political support for funding they needed to improve their programs. Simultaneously, recipients who
have often received little of value from those programs have been blamed for failing to make it in the
market despite apparent "help" from these agencies.
If this pattern were to reoccur and state welfare programs were to prove greater in symbolism than
in substance, it is difficult to imagine the circumstances in which those dispossessed by both
government and the market could find the political means to demand accountability and redress.
This is particularly problematic in the context of an eroded social contract in which the mantra of
individual responsibility has virtually displaced a philosophy that also acknowledged a collective (if
limited) responsibility within the sphere of government.
The portrait I have painted should be a disturbing one for those who take democracy seriously. A
nation cannot write off a segment of the population without raising concerns about social
incorporation and cohesion. It may be that the portrait I have painted is overly pessimistic. More
than once, it has looked as if the US were facing a watershed in social policy only to pull back from
the brink as the implications began to seep in.
With this in mind, predicting the future seems a hazardous a venture. But, I would suggest that the
issues I have highlighted merit deep concern, both among Americans concerned for the fabric of our
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union and also for our neighbours who may be tempted by American policy trends and their as yet
unsubstantiated promise. In this setting of comparative analysis and commentary, I would caution
against rushing headlong toward a similar version of welfare brinkmanship. The model of welfare
reform and redesign of social policy being attempted in my country may not be the best one for our
neighbours to follow into the twenty-first century.
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A Mexican Perspective
Roberto Rebolloso
Social policy is one of the leading concerns of the so-called New World Order. The new political
economy has done a good job of putting the dimension of welfare as a secondary power structure on
the table for discussion. In addition, new questions have arisen among scholars in terms of new trends
and approaches to the State in the social system.
Because of the way industries are relocating their production centres all round the world,
Globalization has changed the social policies of many nations. In this sense, factories are turning
loose of local power for a new supranational model of the use of human capital. The countries of the
Third World are the most susceptible to the consequences of this new world economic system.
As a result of the newly emerging technologies, unemployment is the symbol of the new era. The
relation between the use of technology and the lack of work opportunities for the younger generation
is important and related to such problems as increasing poverty and rising costs of health services.
In order to cope with such problems, governments have made efforts to improve matters. In this
paper, I will review some models that the Mexican government has adopted to meet the challenge
of solving these problems, and I also will discuss trends in social policy during the last years.
Paradigms of Social Policy
During recent years, new models of development have appeared, generated by the changes in the
world's economy. Today, on the one hand, the States has lost control of wide areas in the systems of
social well-being, while on the other, nevertheless, the emerging non-governmental organizations,
and other private institutions, have been gaining power as alternatives for solving problems in the
complicated web of social policies.
Among the models of development and social policy, three stand out : growth outward, import
substitution, and the model know as post adjustment. Each of these models has been adapted in
different ways in different countries, so I will offer only a very general description.
Outward Growth Model
In this model, where the State was of the classic liberal cut where its functions were limited to
defending the country, maintaining internal order, and assuring conditions under which contracts
could be fulfilled, the idea was to export raw materials and import manufactures products.
Here social policy was not a concern of the government, but was handled by private institutions, as
in the case of education by the Church and privately maintained hospitals. For some countries with
high immigration from Europe, social policy grew up from the organization of cooperative schemes,
such as mutualism, oriented principally at health care.
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Import Substitution Model
In the import substitution model, which some scholars date from 1929, the State assumed new roles
as planer and regulator, emphasizing the social aspect in order to aid the working of the new model,
directed at an internal market.
One of the important aspects of that model was the creation of the infrastructure necessary for
operation, such as building roads and amplifying the electrical networks. A basic goal of this policy
was the protection of the worker, who was more and more tied to the unions and the growing
phenomenon of industrialization. Some scholars (Ibarra 1985) note that during this period, the
middle class consolidated its power.
On the other hand, it should be remembered that this model produced great macroeconomics
imbalances, as well as great external debts which later led to debt crises, and in Mexico in 1982 to
the suspension of payment.
Post Adjustment Model
The post adjustment model is linked to the aims of democracy in some countries and involves new
economic criteria, among which may be mentioned the following :
!
!
!
!
!

achieve and respect macroeconomics balances
reduce the rate of inflation
remove the State from various areas of activity
increase competitiveness of local products
modernize the public apparatus

Some countries began to reorganize their economies based on these criteria: poverty, nevertheless,
has continued to grow, as is the case in Mexico. One of the substantive changes implied in this new
phase in the incorporation of technological innovation to make countries more competitive and to
earn a place in the international scenario, which requires a specialized work force, capable of great
mobility among various jobs. From there arises the importance of the social aspect when confronting
the new international schemes and patters, for which it is necessary to revise some of the
characteristics of the new social policies.
Rolando Franco considers various characteristics and makes a comparison between the dominant
paradigms and those emerging.
!

Institutional that is activities undertaken by the State although often shared with other
institutions, such as religious, commercial, or philanthropic agencies. The historical tendency
has been centralizing to the point that decisions were made unilaterally and arbitrarily,
disregarding accurate information about the areas affected. Clearly, decentralization can
generate a greater social consensus, based on greater participation of the people involved in
the process.
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!

Decision making generally is done without consulting those affected. The State offers and the
user simply accepts. An alternative model in this sense would feature projects generated
according to the perceived needs of the group.

!

In the dominant model, resources are externally financed. The emerging paradigm points out
the need for other sources of funding, such as financing by the beneficiaries themselves.

!

The universality of the offering or the universality of satisfaction is related to a homogeneous
offering of services open to all, meaning that generally those who were already best off
benefited most. The emerging paradigm is based on creating equity to overcome imbalances,
treating differently those who are socioeconomically different.

!

According to the criteria of priority and expansion, resources are distributed from above and
trickle down, which usually means that the less favoured received less. The emerging models
try to take care of the neediest first and to identify real needs in order to improve programs.

!

Which is the benefited population, organized groups of poor people ? Usually the State has
responded to pressure from unions or other groups with a strong voice.

The Case of Mexico
It should be made clear from the outside that the Welfare State is differently understood in Mexico
from European and, especially, United States concepts. In the case of Mexico, as with other Latin
American countries, the whole matter has been complicated by excessive indebtedness and internal
physical weakness, which has meant the State cannot maintain acceptable levels of political and
social stability.
Social policy has always been carried along in the margins of economic development, and the few
advances have depended on production rates and, above all, access to work. Nevertheless, the
notions of social policy are related more to problems of inequality of income and wealth. Everyone
knows how massive poverty has begun to increase again to the point that estimates now are that over
ten million Mexicans now live in extreme poverty.
In one sense, the bed distribution of wealth can be combatted by growing employment and income,
as well as by a gradual reorientation to new forms of work required by the new and innovating
industrial base. Indisputably, the crises created by these economic readjustments create in society
little more than a sense of permanent insecurity which appears endless.
Rolando Cordera points out that:
In the present situation, Mexico combines two extremely hostile perspectives, which require
a social policy which faces up to the urgencies and opens horizons of improvement of quality
of life over the long run. On the one hand, the country has produced very low a new
recession which has been very acute. On the other hand, especially during the last six years,
Mexico has undergone a traumatic experience of very rapid structural-institutional change,
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which has affected drastically the modes of collective relationship between state and society
and has not produced acceptable social stability and growth.(Cordera 1996, p. 579)
All this is felt, naturally, when applying social policy, particularly the lack of economic growth which
is linked to social action and which affect problems of distribution, social welfare, and equity.
Social Inequality in Mexico
The first question that arises about social inequality in Mexico is tightly linked to the problem of the
distribution of income and, subsequently, wealth. According to the most recent statistical
approximations, it is estimated that the very highest class in terms of wealth is less than 1% of the
population. Mexican society is grossly unequal, with extremely rich people on one side and on the
other people who are barely able to find the minimum necessary for human survival.
Distribution of Income
According to recent estimates, it is estimated that the middle class - small businessmen, privileged
bureaucrats, and well-paid professionals - makes up only 16.5% of the population. The other
Mexicans - rural workers, day workers, unskilled labour, and the self-employed - make up, with their
families, 83% of the working population. According to Russel, half of this great majority lives in
poverty.
The extend of this inequality can be expressed in quintiles, a calculus which adds all the benefits
received - salary, interest income, additional benefits - and divides the sum of families into five equal
groups, the 20% with greatest income, the 20% with least, and all the other 60 % distributed between
them.
It helps t understand the unequal distribution of wealth when we consider the money people actually
earn. The officially established minimum wage is equal to 3.42 (US) a day for an unskilled labourer.
Someone who earns around 800 (US) a month is considered a member of the middle class, although
fewer and fewer people all the time earn at this level. In order to become part of the upper economic
class, one needs to earn about 60.000 (US) a year.
In terms of social class, there is a so-called “informal sector”; a great quantity of people, who are a
little difficult to locate in the social structures for various reasons. One is that their income cannot
usually be calculated in the regular way, because they are often self-employed or are all members of
one family employed in various kinds of work, such as selling in the street, washing cars or windows,
or picking up trash which they then sell to earn income. It is a dally struggle for survival.
Social Change in Mexico
Recent social changes in Mexico are linked to events in the past twenty years which I would like to
outline briefly, beginning with the crisis of the 80s. For more than forty years. The country had been
under the shadow of government protectionism, whereby high tariffs and expensive importation
licenses sought to assure that foreign goods would not enter the country. This privileged certain
industries, and the government itself become a business, controlling, various “parastate” businesses
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operating trains, the electrical system, telephones, and so forth. According to some analysts, this
worked well enough up through the sixties, though even then problems were beginning to appear,
such as the lack of competition which led to low quality products and an obsolete technological base.
At the beginning of the 1970s, the oil boom allowed Mexico to survive and to become heavily
indebted , so that the 1982 world-wide oil crisis made it impossible for Mexico to pay its debt service.
One of the conditions imposed by the international Monetary Fund was an austerity program, which
meant that the quality of life for Mexicans dropped dramatically and inflation took off.
Because of the situation in Mexico in 1982, the protectionist model started coming unstuck in a
search on the part of the government for a new free market strategy which culminated in the North
American Free Trade Agreement (NAFTA) in 1993. The Salinas Administration modernized the
industrial apparatus of the nation, but did nothing in the countryside or others marginal areas. In
industrial terms, the appearance of maquiladoras meant a great upsurge in jobs created, as well as the
entry of transnational companies into the country. Mexico became part of the international scenario.
Another aspect to consider is privatization. The “parastate” consortia had become a heavy burden
for the government, and privatization caused the loss of work for about 400,000 workers, meaning
that for many Mexicans inequality had become more acute.
One of Salinas de Gortari's most radical changes was in the countryside, through the amendment of
Article 27 of the Constitution. The Mexican peasant’s most sacred concept, the ejido or collective
farm, was eliminated in order to give better opportunities to transnational companies doing
“agribusiness”, creating greater exports but at the same time diminishing the ability of communities
to produce their own food. The introduction of agribusiness and new technology has meant less work
and has added to the wave of migration to urban zones and, even more so, to the of Mexico and the
United States.
The Crisis of the 90s
As a result of the modernization of some aspects of Mexico by the Salinas Administration, the hopes
of - and promises to - Mexicans increased, leading them to believe that soon they would become
citizen of the First World, like members of the Group of Seven. But reality was different. The
country’s population has shot from approximately 20 million in 1940 to 90 million in 1995, meaning
that people were living below survival standards, since there were larger and larger families, all of
whose members had to work.
It is significant that, due to the demographic explosion, natural resources began to be scarce, since
they were over exploited. There are many eloquent examples, such as systematic deforestation,
pollution of rivers and land, and now a rapid process of desertification throughout the country.
Present Day Mexico
One of the most telling aspects of the case in Mexico is the increase of homes living in extreme
poverty. According to the Institute of Statistics, Geography, and Information (the equivalent of a
census bureau), extreme poverty occurs when the family income is less than the cost of the basic food
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package. According to Cepal, 36% of Mexican homes are below the poverty line, putting Mexico ten
percentage points behind Chile and just above Colombia or Venezuela, the most deplorable
conditions in more than seventeen years (El Financiero, 30 April 1997).
Within the Latin American context, according to Cepal, Mexico continues with from 31% to 50%
of its households living below the poverty line, along with countries such as Brazil, Venezuela,
Colombia, and Peru. In both urban and rural poverty, there is a considerable increase, due largely to
the high level of unemployment and the excessive urban concentration. In fact, in Mexico the
number of poor among salaried workers is greater than among those who work in the informal
economy. It is said that today salaried workers living in poverty have reached 40%. Cepal concludes:
“Generally, salaried workers in Latin America penetrate the labour market deficiently and
precariously and find themselves always on the threshold of poverty”(Comercio Exterior, May 1997,
p. 387).
In terms of rural poverty, Mexico continues in the category of those countries with from 33% to 66%
living below the poverty line, along with Colombia and Brazil. The Cepal document signals the
following factors as determining the increase in the spectre of rural poverty:
!
!
!
!
!
!

Little or no ownership of the land
high birth rate
deficient education
geographical isolation
lack of public services
strong effect of environmental deterioration on the productive base

Applied to Mexico, those factories help to understand how the poverty level in Mexico is tied to the
economic crisis which Mexico has undergone in the past few years which has turned it into a nation
of sustained inequalities.
Social Policies
In the last few years, the changes in Mexico have been notable in general terms for a series of
considerable elements, such as creation of a health care delivery infrastructure, improvement in
living conditions, descent in the morality rate, increase in life expectancy, increase in the
population’s level of education. Reality, however, contradicts all this, with the poverty indicators,
social inequality, and increasing employment more in evidence all the time. This is due particularly
to the mismanagement of social policies, which themselves are not very effective. It seems that the
more one assigns resources, the more need one discovers.
Facing this reality, Cepal has proposed the following actions for grater efficiency and effectiveness
in social spending.
1. Improve the delivery of social benefits. Adequate information will be necessary for this, because
though such indicators as poverty statistics, social spending, and so on are useful, they do not
evaluate the results of social programs.
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2. Change the institutions, as the role of the state has been changing in the past few years.
3. Apply social reform in order to avoid the break-up of institutions, duplication of effort, and waste
of resources.
4. Generate social authority. Cepal believes that in general the governments of the area lack social
authority.
5. Decentralization. Most of the governments involved are highly centralized.
6. State social policies. Generally results come only in the mid and long run, whereas most of the
programs are developed for the short run.
Each of the aspects which Cepal points out fit perfectly in Mexico's present day reality. The social
policies put in place in the twenty years in Mexico have been unfocussed, highly centralized, and with
very low impact on the Mexican scene, as can be seen in the continual growth of social development
problems. In my view, any advances in social policy in Mexico are strictly theoretical and controlled
by party politics, principally to keep the Institutional Revolutionary Party (PRI) in power.
It is worth noting that the most recent numbers published by the United Nations development
Program in its Human Development Index put Mexico in fiftieth place. This means the government
has not been able to create an environment in which people can lead and enjoy long, healthy,
creative lives.
Future Challenges
Poverty in Mexico is the most powerful challenge to implementing new models of development,
above all under the impact of the economic crisis - which is out of control - and the same symptoms
which signalled the crisis of 1994 are visible today, according to various analysis (Proceso,...). On
another front, a problem which goes hand in hand with poverty is the problem of inequity, which has
been put off with unseaming enthusiasm by the economic technocrats with no consideration for, first,
urgent and high priority needs or, second, more direct participation by more people. Today, many
civic organizations are looking for new alternatives to solve the innumerable problems which
Mexican society faces.
The Mexican government must carefully weigh its actions and create new foundations of news ways
to create social policy, aimed at eliminating the primary obstacle to development which is the
extreme poverty in which most Mexicans live. This is important ; the risks of social and political
instability are great every day.
Concluding Remarks
A first point I would like to make is that the whole focus os social policy must be changed from one
which only provides “assistance” to one which is self-generated and participatory, involving directly
the people to whom it is aimed. I know that in some parts of the country the need is acute ; but if the
welfare approach has not made significant changes in the past twenty years, I see no reason to believe
that continuing that approach will change things in the next twenty. There has to be a new model.
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A second point I would like to lay on the table is the importance of laying aside the discussion of
rhetoric and philosophy of social welfare and adapting the most successful models of countries, not
necessary the most highly developed technologically, but which have been most conservative in their
planning of a less consumerist and more distributive economy. I believe that in this sense there are
many examples of success in many countries, and communication could go directly between them
and communities which want to improve, in order to eliminate the very expensive and bureaucratic
triangulation to which we are so accustomed.
A third aspect I want to point out is the matter of application. Usually, though the problems are
urgent, the resources never reach those who really need them, for which reason I propose that we use
a focussed model to promote creativity and skills development which will create similar opportunities
for all.
Finally, I hope that this forum will permit us to discuss our own economic and social asymmetries,
both as a way of becoming acquainted with our internal inequalities as well as comparatively among
ourselves, so as the century turns we can find ways to identify needs and meet them - or watch them
become a great, trinational mare magnum. I hope this encounter can help us to value our own
cultural and multiethnic diversity for the benefit of an ever more humane society.
References
Banco Mundial. 1995 América Latina y la Crisis Mexicana: Nuevos Desafíos. Washington, D.C.
Cordera Campos, R. 1996. Política Social: en el ajuste y más allá. Comercio Exterior 46: 577-582
Franco, R. Los Paradigmas de la Política Social en América Latina. 1996. Revista de la Cepal
58:9-22.
Lerner, B. 1996 Globalization, Noeliberalismo y Política Social in las Políticas Sociales de México
en los años noventa México: Plaza y Valdes
Mendoza V. C. La Pobreza una herida viva en América Latina. 1997. 47: 386-387.
Shneider, and A. Silverman. 1997. Global Sociology. Introducing Five Contemporary Societies. New
York : The McGraw-Hill Co.

56

North American Institute Forum – Winnipeg 1997

The Challenge of Change in Social Policy: North American Perspectives

II. Social Policy Governance: Evolution and Devolution

A Manitoba Perspective
Tom Carson
1. Is there something to be gained by devolving social policy governance to Provincial levels?
2. Two inescapable realities face governments in a time of slow economic growth:
!
!

Governments cannot overspend in one year, counting on large increases in revenue in the
next to ensure debt does not get out of line
Times characterized by slow growth, high-speed change and high unemployment are heavily
associated with increases in the gap between the highest and lowest in social class particularly
when measuring mortality and social program use.

3. During the growth years we got it wrong
!
!
!

During the 70's we built huge bureaucracies, created countless new programs and failed to
measure outcomes
The walls between program delivery units got larger
We specialized and duplicated effort between departments and governments

4. When revenue growth slowed (or stopped), we acted - some quicker than others
!
!
!
!
!

We leaned up
We eliminated programs which were unable to show results
We moved to "Special Operating Agencies", "contracting out", "privatizing" and means of
providing special status to distinct programs
In response to the growth in Social Program expenditure we toughened up criteria and
reduced non-essential services (at all levels of government)
We continued to specialize delivery.

5. The Devolution of Labour Market Training
!
!
!
!
!

Occurring during a time of Social Policy Evolution in Manitoba
Financial Imperatives a focus on the quickest route back to work and reduced benefit costs
Withdrawal from Federal support of the training system
Sustained Political Pressure -
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!
!
!
!
!
!
!

Concerns about reducing overlap and duplication
The Unity context - respecting constitutional jurisdiction
Perhaps through administrative reforms we can make progress where we could not through
constitutional reforms
Concerns on the part of Interest GroupsEmployers re the cost of EI premiums
Aboriginal and Disability communities
Arms-length deliverers

6. Scope of Offer: What Is and Is Not On the Table

Scope of Offer:
What is on the table:

What is off the table:

U Employment and training
(i.e., “active’) programs —
measures designed to get people
back in jobs

X “Passive” EI income support (i.e.,
cheque processing, taking claims,
determining client eligibility)

X “Active” programs funded outside
the EI Account:

U Parts of the National
Employment Service:

Î Aboriginal (funding goes directly to AMC/
Metis

Ï Youth programming
Ð Transitional Jobs Fund

Î labour exchange (e.g., job
bank/job orders)
Ï self-service kiosks

X Maintaining a national

UInvolves resources of:

employment system:

~$50 million/yr in programming
~$ 5 million/yr in salaries/operating
~118 staff

Î foreign worker recruitment
Ï labour market information
Ð national sectoral development &
strategies to address “national

7. Comparison of Federal and Provincial "Tools"
Provincial “Tools”

Federal “Tools”

Comparison of Federal
& Provincial “Tools”
Wage
Subsidies

Earnings
Supplements

To Improve
Skills

To Remove
Barriers

Job
Development/
Work
Placements

SelfEmployment
Assistance

- Labour Market
Info
- Self-Marketing
- Job Prospecting
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Wage
Subsidies

Earnings
Supplements
Job
Creation

To Help Create
Jobs

SelfEmployment
Assistance

Job Search

Job Search

Employment
Counselling

Training:
- Buy Seats
(Sunsetted)
- Living Costs
- Tuition/books

To Improve Job
Finding Skills

Employment
Counselling
Self-Service
- Kiosks/Job Bank
- Labour Market
Info
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8. Manitoba has balanced its budget, but is still dealing with growth in social program
!

"treatment costs"

9. Expenditure Growth
EXPENDITURE GROWTH
1980/81, 1987/88, 1997/98
Percentage of Total Spending

10. Expenditure Growth
EXPENDITURE GROWTH
JUSTICE PERCENTAGE OF TOTAL OTHER SPENDING
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11. England Mortality

12. Whitehall mortality
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13. Whitehall, any cause

14. Whitehall, age related
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15. Whitehall, smoking

16. CHD rolled up
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17. Sweden stress & control

18. Public Health Determinants

PUBLIC HEALTH DETERMINANTS
U.S. Determinants of health

<
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19. Strategies for Population Health

Strategies for Population Health
Investing in the Health of Canadians
Federal/Provincial/Territorial Advisory Committee on Population
Health (1994)

Population
Health Status
Determinants of Health
Personal
Health Practices

Social and
Economic Environment

Individual
capacity and
coping skills

Physical
Environment

Health
Services

Tools and Supports
Research, information and Public Policy

20. Vision: Safe, Sustainable and Healthy Communities
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21. Vision: Is It Attainable in Our Current Paradigm?

Can we share a common vision if we stay within our stovepipes?
Few issues facing us today can be resolved by any one department or sector, yet we continue
to look at issues through our usual silos.
Does the bureaucratic structure continue to serve us
22. Relationship of Welfare to Education Attainment

Relationship of Welfare to Education
Attainment
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23. Relationship Between Education status and Health Utilization

Relationship Between Education
status and Health Utilization

24. Relationship Between Education Status and persons in Manitoba Jails, Aug 7, 96

Relationship Between Education Status
and persons in Manitoba Jails, Aug 7, 96
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25. What are the barriers to accomplishing a broader social vision?
!
!
!
!
!

The old paradigm of prioritizing treatment over prevention
The interdepartmental and intergovernmental silos which bind us to single purpose solutions
The impenetrable, single purpose systems which keep us in our existing paradigms
The ability to empower clients to be able to act more independently
A recognition of the importance of the whole person - not just that part convenient to the
nearest deliverer.

26. Integrated systems for Social Policy delivery
!
!
!
!

!
!

Departmental Silos are the greatest barrier to solving our financial pressures.
A healthy population is the result we seek
Silo-less systems
Manitoba Family Services, Training and Continuing Education and HRD deal with many of
the same customers, but the systems can not speak to each other. A vision for integrated case
management which will include health and justice measures is part of Manitoba's vision.
Combining the systems management and policy development visions
The Competency centre is an essential tool to combine Manitoba's vision with the systems
solutions necessary to support human services transformation.
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Mexican Social Policy : New Strategies and Dilemmas
by David Arellano Gault and Liliana Rivera Sánchez
Since the crisis that began in 1981, Mexico's government has made enormous efforts to transform
the rules, institutions, and actors that have characterized the economic and political system since the
early postrevolutionary years.
In 1981, the economic model could be characterized as typical for Latin America: highly protected
industries, basically dependent on raw material exports with an elevated level of central control
mostly designed by federal government (through several public enterprises) emphasizing endogenous
development protected from international competition. In terms of federal government economic
policies the system was strongly centralized, giving a subordinated role to all Mexican states and
municipalities.
In the political field, the system was formally democratic, with free political elections, based on
separation of powers within a federalist state. In reality, the system was centred on a dominant party,
controlled by a set of groups linked by clientelistic advantages, making the dominion of government
a "right" and a legitimate "property" of some political groups, within a centralized and authoritarian
political system.
Particularly, in terms of the social policy strategy, with some exceptions, the public management style
was clearly attached to the "corporatist" political structure. This social policy was basically oriented
to those organized sectors of society linked with the party in power since 1920's (Institutionalized
Revolutionary Party, PRI). Federal government had the duty of delivering social services and
solutions to social problems, and did it through the authoritarian and centralized channels of the
political system.
Since the arrival of a new political group which occupied key government positions in the
administration of former President Miguel de la Madrid (1982-1988), important state reforms were
launched, in various areas. Economic reforms have been the most congruent and systematic set of
changes, looking for the transformation of the country towards an open and efficient economy.
By 1988, President Salinas deepened the economic reform, confronting a turbulent political scenario.
Facing this challenge, Salinas proposed to build a whole new form of government. A government that
rather than possessing firms and huge bureaucratic structures of control, could devolve society its
space and strategic importance in the decision-making process. He called this kind of government,
a "social-liberal" one. In other words, a government that is based on the respect of individuals
activities and values, but that at the same time is able of building collective capacity for the solution
of social problems (therefore assuring social equity without the necessity of having a "big and fat"
government). Curiously, this new group often drove this strategy using the same authoritarian and
barely democratic procedures common in the Mexican system.
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Nevertheless, this proposal for the construction of a new type of government had important impacts
in terms of the social policy design. Salinas administration defined two important objectives in terms
of social development:
!
!

Wider distribution of social policy benefits, involving society and groups in the
solution-making process
Improvement of government efficiency, using less bureaucratic structures and more social and
community organizations capacity

A new program was designed and implemented to accomplish these social policy objectives. The
program was called the National Solidarity Program (known in Mexico as Pronasol). This program,
launched in December 1988, had the intention of devolving society the capacity of defining their
most important problems and of deciding the solutions that should be attempted to procreate real
community development improvement. Resting on the organized capacities of society (some of them,
traditional ways of organization existent since pre-Colonial times), Pronasol wanted to skip
bureaucratic and traditional political channels in the delivery of social services.
Four principles forged this program:
!
!
!
!

Governmental respect to individual and community forms of organization
Democratic participation
Shared responsibility government-society in terms of resources, implementation, and
evaluation of activities
Honesty and efficiency in the administration of resources

Pronasol called for the formation of "committees" of solidarity. These committees attempted to be
democratically formed in municipalities and communities. Government wanted them to be the "cells"
that defined social development priorities, asking for resources directly to Pronasol. These
committees administered the resources almost autonomously and implemented action through their
own organizational strategies. The coordination of Pronasol and committees with municipal
authorities were, on time, as fundamental for success as the material resources that the program
offered to the committees.
This new strategy made that the share of social policy budget in the GNP increased from 6.3% in
1988 to 10.2% in 1994. In terms of the whole governmental budget, the social budget increased its
share from 33.2% in 1988 to 53.9% in 1994. The program began with a budget of 611 million dollars
and by 1992 the budget was 2.2 billions. An important part of this budget was used by solidarity
committees, in terms of social welfare, basically for elementary school facilities improvement
(12.9%), water supply and sewer system improvement (20.2%), and urban development (14.9%).
Other important issues were addressed such as power electricity supply in communities and
improvement of health facilities conditions. Pronasol also distributed resources for productive
activities and for the improvement of roads and communications facilities. Among Pronasol
outcomes we find:
!
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!
!
!
!

water supply for 15.4 millions, reaching the 79.4% of population
sewer system construction for 13.5 millions persons, reaching 63% of population
electricity power supply for 20 millions of persons, reaching 87.5% of population
355 hospitals were built or reconstructed

With the administration of President Zedillo, Pronasol was modified. Being attacked by several
persons as Salinas political project, Pronasol was more clearly embedded within the social budget
know in Mexico as the 26th budgetary branch.
Strategies and emphasis changed. The social policy strategy implemented by the administration of
President Zedillo has made changes in operative strategy, as in organizational and operative structure
for the transferring and implementation of resources. The general objective has been defined as
"overcoming poverty... and the attention to most unprotected groups of society". Three basic
budgetary funds have been defined: the Fondo de Desarrollo Social Municipal (Municipal Social
Development Fund), Fondo de Prioridades Estatales (State's Priorities Fund) and the Fondo para la
Promoción del Empleo y la Educación (Employment and Education Fund).
These resources are transferred to states and municipalities through an explicit formula. This formula
takes in consideration several issues to define the distribution of resources among municipalities (e.g.
diverse education, health, and urban infrastructure).
In the case of the Social Municipal Development Fund, once resources distribution is defined, there
is a formal process to control the use of those resources. The formal process to transfer these federal
resources to the municipalities is as follows: a) communities organize committees through democratic
procedures; b) then, municipal authorities organize a Municipal Social Development Council
(CDSM) body constituted by ayuntamiento (municipal elected authorities) members and community
committees members). This council has the duty to define municipalities priorities and to implement
and control public works.
Official data advocate that these councils exist in 95% of municipalities. Actually, these municipal
councils have often been built through Pronasol committees. The institutionalization process for the
decentralization of the 26th branch is facing the complexities of new intergovernmental
relationships. Federal, state, municipal, and often communities have to engage in diverse
coordination efforts. This is a long and sometimes complex process for the distribution of resources.
Final Remarks: Dilemmas and Perspectives of the Social Policy in Mexico
1. Pronasol generated important improvements in social conditions in several communities. It
generated a substantial dynamic of participation and community organisation, giving also municipal
authorities a significant role in the process of coordination and generation of social development
projects. However, three basic kinds of doubts arose regarding the program: a) Regarding political influence.
How Pronasol helped dominant party and traditionally authoritarian structures to maintain control and
power in Mexico it is still unclear. "Contamination" of the program by political cacicazgos is still being
studied; b) regarding social organizational dynamic. There are doubts regarding the capacity of
institutionalization of participation as a way of making this kind of social organizations truly independent and
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holding some degree of self-reproductive capacity. Pronasol wanted to generate (in the long term) social
organization able of thrusting communities to leave poverty conditions. However, several solidarity
committees were highly dependent on Pronasol resources. At the same time, some committees were
formed just to develop infrastructure projects, without having long-term community development
projects. Summarizing, there are doubts regarding the capacity of Pronasol to generate a truly new
social dynamic, autonomous and having democratic participation as a core organizational value; c)
regarding effectiveness of social participation to fight against poverty. Pronasol had different
objectives. Basically, was an strategy to fight against poverty. However, also helped to implement
projects for education, urban infrastructure, and even for productive activities. The program had
important tasks beyond the direct help to extremely poor people. It seems clear that extremely poor people was
in disadvantage to generate communities organizations and to design and implement social projects. Moreover,
it is doubtful that truly democratic and autonomous participation was generalized. Municipal authorities and
caciques groups often were able to manipulate and control committees through traditional authoritarian ways.
2. Nowadays that Pronasol has been diluted and embedded within the 26th branch. Federal
government is proposing to differentiate social development efforts from activities to fight against
extreme poverty. Through Municipal Social Development Councils (CDSM), federal government
is devolving an important share of the budget for social development to the state and municipal
levels. However, in terms of the fight against poverty, some public functionaries advocate that the
strategy should be centralized and focussed. Federal government is studying the possibilities of a
program based on direct financial help to poor people. In return for that help, government would
require poor people benefited certain procedures, among them, a periodical visit to governmental
health centres. The idea is to assure that poor people use health facilities. This will allow to improve
poor people's help due to a continuos process of professional health care and supervision. The hope
of this program is that poor people will improve their capacities for study and work. For the program,
this is a first important step in order to "push" them away from poverty. One basic doubt can be
stressed here (since the new program to fight against poverty is still on initial phases): in terms of
devolution of social development capacity. As can be seen, the share of budget being distributed by
federal government to state and municipal level is high. However, the capacities of those levels of
government to develop social democratic participation (through CDSMs and other organizations) are
uncertain. In several states, the figure of CDSM is still non-existent. In other states, municipal authorities
actually define and direct the use of the budget through centralized instruments. Just few cases can be found
where CDMSs actually were forged independently and democratically, enjoying real autonomy stemming
from communities and citizens.
3. Mexican social policy has generated a whole new vision regarding organized participation to
resolve social problems. In the last years Mexicans have witnessed a complex state reform process.
An open economy and a more competitive and clean electoral system are important contextual
factors to understand the innovative social policy launched since 1988. This process of devolution
of capacities is its initial phases and has several challenges to overcome. Political events, electoral
changes, are still complex factors that might change radically some of the tendencies we have stressed
here.
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Annexes
Solidarity National Program
Principal Programs, 1989-1994
#1 of 3: Productive Projects
Program

Unit of Measurement

Funds for production

hectare

Savings-bank in Solidarity

local savings-bank

Solidarity enterprises

enterprise

Indigenous regional funds

Quantity

Beneficiaries

2,900,698

1,072,182

2,115

89,814

19,905

84,598

project

6,801

77,605

Indigenous Culture

project

3,688

166,445

Solidarity women

project

6,273

164,200

Coffee Producers

hectare

473,012

259,736

Agricultural producers

task

14,374

392,240

Productive Ecology

project

530

16,817

Productive infrastructure

hectare task

644,005

860,871

Forestry Producers

hectare

15,445

68,507

404,763
n.d.. Information not-available
n.c. Information not-quantitative
Subsecretaría de Desarrollo Regional. Secretaría de Desarrollo Social. Solidaridad, seis años de trabajo.
México, 1994.
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#2 of 3: Social Welfare
Educational
infrastructure
Solidarity for Worthy
school
Social service
Children in Solidarity
Worthy Hospital

Educational space

81,350

3,290,077

school

119,706

19,395,976

scholarship

910,611

779,806

1,169,932

1,169,932

234

280,000

6,253

10,500,000

2,570

27,931

27,931

6,253

6,253

25,267

25,267

2,500,000

2,500,000

641,088

310

16,300,000

10,449

13,700,000

4,003

20,449,770

5,230

n.d.

14,003

3,122,220

9,652

12,937,866

person child
hospital hospital and
health centre

Health substructure

scholarship and
incentives

Nurses in Solidarity

teacher

Retired teachers

scholarship

Young persons in
Solidarity

registered title

Land tenure
regularization
Solidarity workers
Potable water

housing
system
system colony and
community

Sewerage

neighbourhoods
metres

Electrification

action

Urbanisation
Resurfacing work
Housing
n.d. Non-available information

41,653
714,294

n.c. Non-quantitative information
Subsecretaría de desarrollo Regional. Secretaría de Desarrollo Social. Solidaridad, seis años de trabajo.
México,1994.
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#3 of 3: Basic infrastructure for regional development
Municipality funds

task

113,431

2,341 municipalities

Roads infrastructure
and rural roads

kilometres

218,564

n.c

n.d.

26.6(millions of
pesos)

100 Cities

task

task
Regional
development
programs
n.d. Non-available information

n.d

9.2 (millions of
pesos)

n.c. Non-quantitative information
Subsecretaría de Desarrollo Regional. Secretaría de Desarrollo Social. Solidaridad. Seis años de trabajo.
México, 1994.
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SOLIDARITY NATIONAL PROGRAM
MAJOR IMPACTS
1989-1994
GOALS

IMPACTS

Health Between 1989-1994, 10.5 millions of
habitants were incorporated to public
institutions of health service.

14 millions of Mexicans had not access to
health service in 1988. Between 1989-1994
75% these persons were attended.

Educational infrastructure Between
1989-1994, 81,350 classrooms, laboratories,
workshops and similar others were built for
nearly 3.2 millions of students.

In scholar cycle 1988-1989 there were a
deficit of 82 thousand schools. With solidarity
actions these schools (99.2%)were built.

Dignified school (Escuela Digna)Between
1990-1994 within Escuela Digna program,
119,706 schools were improved for nearly 19
millions of persons.

In 1989, there was a deficit in terms of
rehabilitation and maintenance for nearly 100
thousand scholar centres. In 1990-1994, with
Escuela digna the deficit disappeared .

Children in solidarity (Niños en
Solidaridad)Between 1990-1994, 1,169,932
children had a scholarships for their basic
education; 18,2 millions had a feed
assistantship, and medical treatment.

Niños en Solidaridad program had decreased
the scholar desertion. National media for
terminal efficiency (% of children that
finishes school programs successfully):
1987-1988 cycle 55% and 1993: 61.1%

Social service Between 1989-1994, 910 611
scholarships were given to students on
colleges and technical professional schools.

Average of Scholarships by year 151,768, this
is 13.3% of students in professional level,
technical and university education.
1992-1993

Retired teacher and pensioners Between
1992-1994, 6253 incentives were given to
retired teachers at 32 federal states in Mexico.

8.6% in relation with retired teachers
Mexican total, were attended with Solidarity
program.

Potable water and sewerage Between
1989-1994 were built, repaired and amplified
nearly 4000 sewerage systems for 13.7 millions
of persons; also, 10,449 potable water systems
were built for 16.3 millions of habitants

In 1990, 29.5 millions of persons had not
sewerage service. 46.4% of that persons have
this service now. Also, 16.7 millions had not
potable water service. By 1994, 97.6% of this
people had the system.
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Electrification Between 1989-1994,
electricity power system was created for 5230
popular colonies and 14,003 rural
communities (electricity for 20 millions
people).

In 1988, 13.7 millions of persons had not
electricity power service. Between 1989-1994
Solidarity program supply the service for 95%
of that population.

Land tenure During 6 years, 2 millions 500
thousand land's titles were given to rural
habitants. During 15 before years only had
been registered 15 thousand titles.

In 1988, There were 1,787,800
dwellings-houses without a land title.

Housing in Solidarity Between 1989-1994,
714,294 actions were made: 525,799 dignified
houses

Housing deficit was reduced to 11.7% en
1990, this was estimate in 6.1 millions
housing.

Solidarity Forestry In 1993 a Solidarity
Forestry Commitment were installed at 32
states.

Between 1993-1994 a forestry program was
supported to recover important ecological
areas.

Productive Ecology Between 1992-1994 ,
530 projects were made. Of these, its an
important project Mariposa Monarca Project
at Mexico and states; cakmul project at
Campeche and Montes Azules at Chiapas.
Also, several actions were made at Tabasco,
Hidalgo, Morelos, Veracruz and Puebla.

Within this program, ecological support has
been possible due to social participation to
protect forest areas.

Indigenous regional funds Between
1990-1994, 142 were used in diverse projects:
4,917 for Indian productive organizations.
6,801 projects for 1,127 municipalities.

1,358,851 persons have been supported with
the program to generate 77,605 new
permanent jobs.

Solidarity funds for production Between
1990-1994 these funds gave support to 1
million rural habitants with 2.9 millions of
hectares at 30 federal states.

51% of producers obtained credits in 1992.

Solidarity enterprises Between 1993-1994,
19,905 solidarity enterprises were created

332 thousand rural producers had credits. 84
thousand rural employment were created.

North American Institute Forum – Winnipeg 1997

77

The Challenge of Change in Social Policy: North American Perspectives

Solidarity savings-bank120 savings-bank
were created, which included 2,115 local
savings-bank at 22 states.

Of 89,814 associated producers, 22 thousand
rural-workers asked a credit and 1,500
persons opted to enfranchise in solidarity
savings-banks.

Solidarity municipality funds Between
1990-1994 2,341 municipalities have
municipality funds (97.9% over total). Nearly
113 thousand tasks were accomplished.

In 1990 were attended 60.3% of
municipalities; in 1994, the goal was 97.9%.
Among 1990-1993 the funds were invested
in: 75% social welfare, 11.2% in municipality
infrastructure, 2.8% productive support and
11% in general necessities.

Roads infrastructure and rural roads
Between 1989-1994 218,561 kilometres roads
were attended, and rural roads too.
Construction: 23,963b. Reconstruction:
15,601c. Conservation: 178,997

36,427 kilometres of roads and rural roads by
year and 99.8% kilometres by day in period
1989-1994 (average).23,961 kilometres of
road network were built between 1989-1994,
this is 10% national road network that there
was in 1988.

16 regional programs is functioned at 37%
Regional development programs Regional
states and 16% municipalities of Mexico; in
development programs stars since 1989. For
1994, 16 programs included 12 states and 395 these municipalities habits 11.3% total
population.
municipalities, which there are nearly 9.2
millions of persons.
Secretaria de Desarrollo Social. Solidaridad, seis años de trabajo. México,1994.
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Social Policy in the Clinton Era
R. Kent Weaver
Like most other advanced industrial countries, the United States has been forced in recent years to
rethink its commitment to a variety of welfare state programs in light of global economic challenges,
rising budget deficits, and changing demographic patterns. The first section of this paper reviews the
major attributes of the U.S. welfare state, and how the legacies of that welfare state structure have
affected current social policy debates. The second section of the paper outlines the major economic,
political and social forces shaping the social policy agenda. The third section of the paper discusses
some of the key social policy initiatives that have been on the agenda in recent years, including
reform of old-age pensions, changes in health insurance, dramatic changes in assistance to lowincome families, and assistance to non-citizens who are legal immigrants to the United States. The
brevity of the paper necessitates a fairly superficial overview; I have nonetheless tried to give a
flavour of political debates and constraints on policy choice as well as a description of programs and
events.
An Overview of the American Welfare State
The U.S. welfare state is different from that of most other industrial countries in a number of ways.
These differences can be divided into the following categories: differences in timing, differences in
program structure, and differences in policy outcomes.
the timing of social policy decisions
One striking difference between the U.S. welfare state and that of other western industrial countries
is its relatively late initiation. Except for the huge and patronage-ridden program of veterans pensions
that grew out of the Civil War era (see Skocpol, 1992), the federal government in the United States
largely stayed out of providing social programs until the administration of Franklin Roosevelt (19331945). (See Marmor and Kudrle, 1981). Moreover, as Christopher Leman has pointed out (1980),
the major welfare state programmatic innovations in the United States have been concentrated in
two "big bangs"--indeed in two pieces of legislation. The Social Security Act of 1935 created the Old
Age Insurance program (a Survivors Insurance component was added in 1939 and a Disability
Insurance component in 1956), which is by far the largest welfare state program in the United States.
It also established the precursors of today's means-tested Supplemental Security Income program for
the aged, blind and disabled and the Aid to Families with Dependent Children program. The second
"big bang," occurring in 1965, created the Medicare program of health insurance for the elderly (the
disabled were added in 1972) and the means-tested health care program, Medicaid.
Each of these big bangs was followed by a period of extended growth, however, as benefits were made
more generous, new benefits were provided within existing programs and additional programs were
created to fill in gaps in the emerging welfare state structure (see Derthick, 1979). Total federal
payments for individuals grew from 4.7% of GDP in 1960 to 12.2% in 1996. The increase in the
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federal budget share of these payments was also very steep: from 26.2% of the budget in 1960 to
58.3% in 1996 (Office of Management and Budget, 1997: 162-63)
expenditures and programs
Several striking patterns are evident in U.S. social policy (see Table 1 for a summary of major
programs). First, the level of effort by the federal government varies dramatically depending on the
nature of the clientele and service. Income transfers to retirees and health care programs (which
provide most of their benefits to the elderly) are the major objects of federal effort. The unemployed
and families with children receive relatively little assistance from the federal government. Indeed,
one analyst has estimated that Washington spends ten times as much per capita on the aged as on
children (Preston, 1984); more recent estimates place the differential almost as high (House Ways
and Means Committee, 1993: 1564-1567). These patterns are confirmed in cross-national studies
of social expenditures, where the United States is near the bottom in most expenditure categories
except pensions and education (O'Higgins, 1988: 208).
Second, federal spending relies very heavily on contributory schemes (social insurance) in its income
transfer and health spending. Means-tested programs play a much smaller role. The difference
between the size of the social insurance and means-tested sectors is not so great in the United States
as in most west European countries, but it is considerable nevertheless. Demogrants, which provide
benefits to all citizens or residents as a matter of right simply because they belong to a specified group
(for example, universal flat-rate old age pensions or child benefits), are not used at all in the United
States.
In addition to the direct forms of welfare state spending, there is a huge "hidden" welfare state
composed of tax expenditures. Estimates of the scope of welfare state tax expenditures have ranged
up to one-half the amount of direct federal welfare state spending when the housing sector is
included; moreover, tax expenditures feature a very different political dynamic, more favourable to
enactment and expansion of benefits than traditional direct spending programs (see Howard, 1993).
Because some elements of this system of benefits – notably the tax exemption for dependent children
– are considered part of the basic tax code rather than a tax expenditure, estimates of their cost are
not regularly produced, nor are they included in the annual federal budget. This further removes
these expenditures from the scrutiny of policymakers and decreases the likelihood that they will be
cut.
A third pattern evident in U.S. social policy is that the mechanisms used to provide assistance vary
dramatically across clienteles. Social insurance is especially common where future recipients are
expected to spend at least some time in the workforce and where there are defined risks of losing
earning power at some point in the future (e.g, retirement, unemployment and disability). The social
insurance principle is used in such programs as Old Age and Survivors Insurance (commonly referred
to as Social Security), Social Security Disability Insurance, Unemployment Compensation, and
Medicare hospital insurance.1 The federal government relies most heavily on social insurance (more
than seventy percent of effort) and tax expenditures (about 25 percent of total effort) in providing
cash income support for retirees. Means-tested programs constitute less than four percent of total
80
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federal cash effort for this group. But cash means-tested programs play a much larger role in
providing support for families with children and the disabled.
A fourth characteristic of the American welfare state is that all of the cash programs at the federal
level are categorical in nature: they are oriented towards those who are aged, disabled, unemployed
(although not the long-term unemployed) and families with children. There is no general cash safety
net at all for individuals who do not fit into one of these categories at the federal level. The closest
thing to it is the Food Stamp program, which is designed only to cover food expenses; moreover, the
Food Stamp program was revised as part of the 1996 welfare reform bill to sharply limit assistance
to able-bodied non-elderly adults between the ages of 18 and 50 who do not have any child
dependents, unless they are employed or engaged in a work program (House Ways and Means
Committee, 1996: 1386-1387). There are "General Assistance" programs at the state level that do
not require categorical eligibility, but the benefit levels are extraordinarily low, and fiscal stress has
recently led a number of states to cut back even further-- in some cases eliminating entirely persons
not deemed disabled. General Assistance cuts in turn have contributed to increased homeless among
affected groups (Coulton, Crowell, and Verma, 1993; Hauser, 1994).
A final characteristic of the U.S. welfare state is the continued significant reliance on sub-national
governments to finance, set standards for, and/or administer a number of programs. The role of the
states takes many different forms. The most common pattern is for the states to run programs within
federal guidelines, which vary greatly in the discretion allowed to states. The states, for example, set
benefit standards for the recently-abolished Aid to Families with Dependent Children program, and
those benefits vary enormously: the maximum benefit for a family of three in the 48 contiguous states
in January 1994 ranged from a low of $120 in Mississippi to a high of $703 in parts of New York State
(House Ways and Means Committee, 1994: 366-367). States have even greater discretion under the
Temporary Assistance to Needy Families (TANF) block grant enacted in 1996 to replace AFDC.
In the unemployment insurance program, the states set both eligibility and benefit levels within fairly
loose federal guidelines (on unemployment insurance, see Hansen and Byers, 1990). In some cases
(e.g., Supplemental Security Income, Earned Income Tax Credit), states supplement standard
benefits in federal social programs. Even where the states are not involved in setting benefits, they
may be involved in administration and eligibility determination, for example in initial stages of
determining eligibility for the Social Security Disability Insurance program (Derthick, 1990). And
some programs-- notably workmen's compensation, short-term sickness insurance and General
Assistance-- are entirely a state responsibility.
policy outcomes
The measures of poverty used in the United States have come under sustained attack from many
quarters in recent years, in part for their exclusion of in-kind benefits (for a discussion see Ruggles,
1990; House Ways and Means Committee, 1994: 1152-1180; House Ways and Means Committee,
1996: 1221-1263). There is little doubt, however, that the United States continues to be have
relatively high rates of poverty among many groups in the society, or that the poverty rate has been
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increasing in recent years. Poverty rates are particularly high among children in single parent families,
racial minorities and elderly women living alone. (See Table 2.)
Several characteristics of the U.S. welfare state contribute to this outcome. One is that the U.S.
welfare state is not very redistributive across income levels. Old Age and Survivors Insurance
(OASI), Social Security Disability Insurance (SSDI), and the hospital insurance component of
Medicare are all funded by a regressive payroll tax (a flat percentage of income up to a specified level,
beyond which income is not taxed). Both OASI and SSDI benefits are related to past wage histories,
although the proportion of a worker's salary replaced by these benefits is higher among low-wage
workers. And, as noted earlier, means-tested programs financed through general revenues are
relatively ungenerous, while tax expenditures except for the Earned Income Tax Credit are received
primarily by middle and upper income groups. Thus as Table 3 illustrates, the U.S. welfare state does
a relatively effective job of lifting individuals out of poverty in areas where popular social insurance
programs compose the bulk of federal efforts (notably the elderly), but it is less effective toward
groups where means-tested programs are dominant (e.g., young single-parent families) and hardly
effective at all for groups that do not fit into one of the "favoured" categories of the elderly, disabled,
short-term unemployed, or families with dependent children (e.g., single, non-elderly individuals with
little attachment to the labour force). Moreover, as shown in Table 3, the anti-poverty effectiveness
of federal programs in moving individuals out of poverty declined substantially both overall and in
particular for single-parent families between 1979 and 1992.
policy feedbacks
The inheritances or feedbacks (Pierson, 1993) of past social welfare policy choices in the United
States have affected policymaking and later policy choices in several important ways. In the
aggregate, the growth of welfare state commitments has reduced the federal government's ability to
change priorities and take on new commitments. More than half of the budget is devoted to
payments for individuals-- and most of this expenditure takes the form of "entitlements," in which
individuals' eligibility and benefit levels are set by law and payments are exempted from
reconsideration every year through the congressional appropriations process (Weaver, 1985). The
result is that current fiscal priorities are frozen in place in a "fiscal straightjacket" (Steuerle, 1996)
while "a minority of programs and agencies remain to absorb the vast majority of cuts" (Wildavsky,
1988: 261). Entitlement programs pose generational inequities as well: the rigidity of current
entitlement priorities, which are focussed predominantly on the elderly, mean that it is difficult to
give more to children, who have substantially higher poverty rates than the elderly and receive far
less help from the government. Moreover, the budget deficits and income maintenance promises
made by today's politicians will be passed on to the next generation to pay (see especially Peterson
and Howe, 1988; Longman, 1987).
At the level of individual programs, past policy choices exercise a major influence on the political
feasibility of various retrenchment initiatives. The more visible the cutbacks, the more opposition
they arouse, and the harder they are to impose. The more cutbacks can be disguised, obscured or
delayed, the more they are likely to succeed. A number of attributes of program structure can affect
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the visibility of program retrenchment and the types of retrenchment initiatives that policymakers
choose (Pierson, 1994; Weaver, 1985). If programs have had their benefits indexed for inflation, for
example, it will be politically more difficult to cut benefits than for non-indexed programs, where real
benefits can be reduced over time simply by allowing inflation to erode them. Using a dedicated
revenue source such as a payroll tax as the exclusive funding source for a program can protect that
program from cutbacks so long as it is sufficient to fund the program, but it can also create
opportunities for cutbacks (as in the case of Social Security, to be discussed below) if that funding
source proves inadequate as a source of funding.
Forces Shaping Current Debates in the United States
The social policy agenda in the United States has been shaped by a number of critical forces in recent
years. While some of these forces, such as an aging population, reflect general trends in the advanced
industrial countries, others reflect features unique to the United States: notably its distinctive
political institutions and budgetary processes.
declining real incomes and increased earnings inequality
One important set of factors influencing the social policy agenda in the United States has been
changes in earnings and income patterns. Among the most important of these patterns in recent
years are an overall stagnation in real wages of men, with a decline in real wages for low-income men;
increases in earnings for women; and high and rising levels of inequality in earnings and family
income. Many of these patterns were particularly pronounced in the 1980s (for an overview, see
Karoly, 1993). A number of factors have contributed to these patterns, including declining rates of
unionization, changing returns to skill, and changes in tax and transfer policies (see the essays in
Danziger and Gottschalk, 1993).
These trends have affected the social policy agenda in a number of ways. They have, for example,
helped to draw more women into the labour force, increasing the salience of child care as a policy
issue for government. The decline in real wages of low-income males has helped stimulate interest
in wage supplementation schemes such as the Earned Income Tax Credit for families whose earnings
are not sufficient to keep them out of poverty.
graying of society
As in most other industrial societies, the number of citizens of retirement age is increasing rapidly
in the United States, and is expected to do so for the foreseeable future. Currently, there are almost
five persons of working age in the United States for each person over age 65; by the year 2030, this
is expected to slip to less than three workers for each person over age 65. Growth rates are expected
to be especially high among the very elderly-- those over age 75-- who are already the fastest-growing
group in the U.S. population (Wiener, Ilston and Hanley, 1994: 5).
These trends obviously have a number of implications for federal income and health programs. They
will put a major strain on the Social Security retirement system, and are expected to double the costs
of Medicare and Medicaid to the economy, even if costs can be controlled after 1999 (Bipartisan
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Commission on Entitlement Reform, 1994: 14). They also increase the importance of finding an
adequate mechanism for providing and financing long-term care for the disabled elderly.
fragmented political institutions
Political institutions in the United States are fragmented both horizontally and vertically. Both types
of fragmentation have important but complex implications for welfare state policymaking.
Horizontal fragmentation refers to the system of checks and balances that diffuses policymaking
responsibility and power between the executive, legislature and judiciary in the United States. The
increased frequency of "divided government," with one political party controlling the Presidency and
the other party controlling one or both chambers of Congress has also weakened central control over
policymaking United States (Sundquist, 1989). Power is further diffused within Congress by the
effects of bicameralism, very weak party discipline, strong committee autonomy, the power of the
filibuster in the Senate, and a system of campaign finance that makes legislators more responsive to
constituency and interest group pressures than to party leaders.
Horizontal fragmentation has several important effects on the formation of social policy in the
United States. First, the existence of multiple veto points requires building broad coalitions and
makes it relatively easy to block reforms. Multiple veto points help to explain why program initiatives
in the United States were heavily concentrated in two "big bangs" when a reform-oriented president
had strong congressional majorities behind him-- and why even those reforms were less
comprehensive than in most other western industrial nations. The need to build broad coalitions for
programs in Congress means that it is difficult to target resources effectively to the most needy on
either a geographic or income basis (Ferejohn, 1983: 133).
Horizontal fragmentation is particularly important in an era of budgetary stress and welfare state
retrenchment initiatives. The many veto points in the American policymaking process clearly make
expansionary initiatives difficult, as always. But they also make it difficult for even very skilful
cutback-oriented presidents to get what they want: welfare state retrenchment in the Reagan
administration, for example, achieved much less than the administration sought, and very few
programs were abolished outright. Moreover, most of the administration's successes were achieved
in the first three years of President Reagan's first term (for details, see Weaver, 1985; Bawden and
Palmer, 1984; Pierson, 1994; Burtless, 1994). Thus while the Republicans' capture of majorities in
both houses of Congress in the 1994 elections gives a major boost to supporters of welfare state
cutbacks, the basic institutional forces that have restrained radical policy change in the past are likely
to continue to do so in the near future.
Vertical fragmentation refers to the sharing of policymaking responsibility between the federal
government and state governments. There has been a gradual nationalization of responsibility for
income transfers in the United States over time (Pierson, 1995), but the continued existence of state
discretion-- and state monopoly in some program areas-- has several important impacts on the
American welfare state. On the one hand, it facilitates experimentation, policy innovation, and the
development of research findings from "natural experiments" resulting from state diversity. On the
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other hand-- and probably more importantly-- it can promote a "race to the bottom" in which
competition among the states to attract businesses, discourage the in-migration of persons who are
likely to become recipients of government transfers, and encourage the out-migration of actual or
potential recipients of such transfers, leads to increasing stinginess in eligibility and benefit standards
(see Weaver, 1994, for a review of the literature of the effects of federalism; see Peterson and Rom,
1990 for an application to the AFDC program). Federalism can also stimulate efforts by the national
government to off-load their deficit problems to the states by cutting grants to the states for sharedcost programs, because state governments, which actually deliver the services and transfers, are likely
to bear the brunt of public anger for any cutbacks. At the same time, however, these "fiscal
federalism" arrangements lead to the creation of powerful, well-connected intergovernmental lobbies
that resist retrenchment initiatives (Pierson, 1994: 35-36,169).
budget deficits and new budget rules that limit spending initiatives
Large federal budget deficits in the United States over the past fifteen years have given a major
impetus to retrenchment initiatives. Federal deficits actually peaked in the first Reagan
administration at 6.1 percent of GDP in 1983, and fell to 3.9 percent in 1993 and a much more
manageable 1.4 percent in 1996. But federal debt as a percentage of GDP, after exploding from 33.4
percent of GDP in 1980 to 65.1 percent in 1992, has continued to creep up under President Clinton
(Office of Management and Budget, 1997: 21-22,102-103). Efforts by politicians to deal with those
ballooning budget deficits have also had important implications for the social policy agenda in the
United States.
Political trends and procedural changes with respect to the budget have been just as important as
actual deficit trends. In the 1990s, deficit reduction has become a political priority for Democrats as
well as Republicans. This emphasis was sparked in part by Bill Clinton’s effort to rekindle faith in
government and the Democratic Party by showing that the former could be efficient and the latter
fiscally responsible. It also stemmed from competition between Democrats and Republicans for voters
who had supported Ross Perot’s independent political campaign in 1992, and who saw deficits as a
symbol of irresponsible government (see Pierson, forthcoming). Program retrenchment rather than
tax increases has been the major response to the fiscal crisis of the American welfare state for several
reasons, notably (1) the determined opposition of congressional Republicans and conservative
Democrats to most tax increases; (2) the absence of opportunities for “stealthy” tax increases after
the indexation of income tax brackets in 1981; and (3) increasing public opposition to raising payroll
taxes to pay for Social Security and related programs (See Pierson, 1994: 153-55; Steuerle, 1996).
New budget procedures enacted as part of the Budget Enforcement Act of 1990 have also made it
more difficult to expand social programs in the United States. The BEA replaced overall deficit
targets enacted as part of the Gramm-Rudman-Hollings Act of 1985 with mechanisms that are more
expenditure focussed. So-called "discretionary" spending, where benefit levels are not mandated by
law, is subject to a spending cap.2 Entitlement programs like Social Security, Aid to Families with
Dependent Children, Food Stamps, Medicare and most veterans benefits, are treated differently.
Here the Budget Enforcement Act rule is that any legislated changes that increase spending need to
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be offset by cuts in that program or other entitlements, or by raising additional revenue. (For details
of the Budget Enforcement Act and its development, see Kee and Nystrom, 1991; Doyle and
McCaffrey; 1991, Pierson, forthcoming)
The Budget Enforcement Act procedures have had several important impacts on the social policy
process. First, the zero-sum nature of budgeting has been intensified. Given the reluctance of
politicians to propose tax increases, and the vehement opposition of congressional Republicans and
conservative Democrats to such increases, cuts in other entitlement programs are the most likely
source of funds for any social policy initiative. But which programs can be cut to reallocate resources?
Social Security? Programs for disabled veterans? Medicare? All have powerful constituencies. Thus
the new budget procedures pose a particular problem in efforts to aid unpopular constituencies such
as welfare mothers, since funds are likely to be taken from politically weaker entitlement programs
to fund more popular ones rather than vice versa.
A second impact of the Budget Enforcement Act is an increased emphasis on finding ways to meet
social objectives that do not impose direct costs for the federal government, notably through
increased mandates on employers. In 1993, for example, Congress and the president enacted a right
for most workers to take unpaid leave in case of birth, adoption, illness of a family member or certain
other family emergencies (see Elving, 1995). Partially employer-paid health insurance premiums was
also a key element of the Clinton administration's 1993 health insurance reform proposal. In short,
costly new social initiatives that show up as expenditure in the federal budget have been made almost
impossible, while a political and procedural bias has been created in favour of mandates to the private
sector rather than direct spending for any increased welfare state activity.
A third impact of the new budget legislation, also related to the budget score-keeping functions of
the Act, is game-playing with phase-ins of programs in order to move costs beyond the five-year
period counted by Congressional Budget Office in its "scoring" legislation for budgetary neutrality.
A fourth impact of the Budget Enforcement Act is to force social legislation increasingly into the
budget reconciliation bills passed by Congress every year (usually in the fall) to bring its specific
program commitments into line with the overall spending plan it passed earlier in the year. These
budget reconciliation bills are accorded special procedural protections against blockage by legislative
minorities (notably filibuster) in the Senate. Reconciliation is a double-edged sword, however. It only
works if those promoting change have effective control over all three of the constitutional entities—
the House, the Senate, and the presidency— that need to approve legislation. If they do not, and
they cannot bully or badger the recalcitrant partner into going along, the temptation to package all
controversial legislation in a single procedurally-protected package may result in the collapse of an
entire year’s legislative program (Weaver, 1996; Pierson, forthcoming). This almost happened in
1993, when the budget package containing most of President Clinton’s spending and tax initiatives
passed the House and Senate by a single vote in each chamber. And it did happen in 1995: the
congressional budget process gave Republican leaders a mechanism to set targets for deficit reduction
consistent with their promises of a cut taxes and balance the budget in seven years, and it allowed
them to push their agenda forward and package budget cuts together in a way that would keep
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wavering Republican moderates on board in the name of party unity. But when President Clinton
vetoed the reconciliation bill, a year’s worth of legislative activity went down the drain, with only a
small portion of it revived the following year. The lesson of this experience is that divided party
control of government substantially weakens the usefulness of reconciliation as a mechanism for
deficit reduction in the absence of compelling public support for the side pressing for policy change.
The Social Policy Agenda in the United States
A number of initiatives have been proposed-- and in some cases adopted-- in American social policy
in recent years. Some of the most important of these initiatives are summarized here.
retrenchment and privatization in social security pensions
Old Age and Survivors Insurance, more commonly known by the generic term "Social Security," is
renowned as the "third rail of American politics"-- if a politician touches it, they will die. Efforts to
cut Social Security as part of the Reagan administration's early spending reduction initiatives failed
almost completely, and were extremely costly politically. (On Social Security politics, see Light, 1995,
Weaver, 1988: chapter 4.) There is, nevertheless, a built-in mechanism that provides an actionforcing mechanism for Social Security cutbacks: the program is funded entirely through payroll taxes,
and if the "trust funds" that serve as repositories for those funds (and a source for financing federal
deficits when they are healthy) ran dry, the checks would not go out-- a situation that is absolutely
untenable for politicians.
Social Security trust fund crises led to substantial benefit cuts in both 1977 and 1983. In those
situations, adjustments were made both to avoid a short-term crisis and a longer term funding
shortfall as the "baby boom" generation retires. In 1983, the major long-term change was an increase
in the "normal" (that is, entitling recipients to a full pension) retirement age from 65 to 67. This
change was phased in over a very long period-- the years 2000 to 2021-- in an effort to reduce its
political and social repercussions. People will still be able to retire as early as age 62, but with
actuarially reduced pensions. Another important change made in 1983 was that fifty percent of
Social Security benefits were made taxable for the first time for upper-income beneficiaries; in 1993,
85 percent of benefits were made taxable for a smaller group of beneficiaries at the upper end of the
income scale (for details, see House Ways and Means Committee, 1994: 30-34). In each round of
cutbacks, proposals were designed to minimize concentrated short-term loss imposition, and thus the
prospects that politicians would be held politically accountable for those losses (for details, see
Pierson and Weaver, 1993).
The 1983 reform package was supposed to make the system actuarially sound for 75 years, but recent
projections suggest that it will run out of money by the year 2030 (Social Security benefit payments
will exceed trust fund revenues in the year 2020). After 2030, income to the trust fund will only be
about 75 percent of what is necessary to meet obligations. (1994-96 Advisory Council on Social
Security, 1997: 163) The problem with addressing this problem now is that politicians are only
willing to agree to restrictive changes in Social Security when there is an imminent danger that the
checks will not go out within the next few months.3 However, current trust fund revenues are higher
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than current expenditures. The fact that the trust funds are currently growing makes it politically
very difficult to either raise Social Security taxes or cut benefits in the short term.
A number of proposals have been offered to address the long-term funding shortfall in Social
Security. For example, former Congress Secretary Peter Peterson (1993) has proposed means-testing
Social Security benefits for Social Security recipients with incomes above $35,000 per annum, as well
as a further increase in the normal retirement age (to age 68) and requiring the elderly to pay taxes
on a portion of their Medicare benefits. However, these proposals, remain, as yet, on the margins of
political discourse in the United States. Indeed, House Republicans, having learned from the Reagan
experience, explicitly excluded Social Security cutbacks from their “Contract with America”
campaign pledge in the 1994 congressional election and in their budget cutting initiatives in the two
years that followed that election.
Over the past year, two proposals have dominated the Social Security discussion agenda in the
United States: adjustment of benefit indexation mechanisms, and investment of Social Security funds
in equity markets. The first proposal, adjustment of benefit indexation, reflects a widely shared
perception among economists that the Consumer Price Index (CPI), which is used to make annual
adjustments in Social Security benefits, overstates inflation. The reasons are fairly technical,
involving the difficulty in measuring price increases that reflect improvements in quality (faster
computers and cars with more safety equipment, for example) and substitution by consumers of less
expensive substitutes (apples for bananas, for example) when the price of goods rise.
In principle, a lowering of the value of the CPI offers a potential “free lunch” to politicians: an
opportunity to lower outlays without direct intervention by politicians, and with the eminently
reasonable justification that it is not in fact a benefit cut at all, but simply a more accurate
calculation that will keep the real value of benefits intact rather than falsely inflate them. If there
were a methodology for reforming the Consumer Price Index that all experts and interests agreed
upon, and that experts in the Bureau of Labour Statistics could simply implement as a technical
improvement in the index, then reform of the CPI (and cutbacks in Social Security benefits) might
be politically attainable. But there is no agreement on a methodology, or even on how much the CPI
overstates inflation. That means that if the CPI is to be changed in the short term, politicians must
get involved, legislating a “best guess” adjustment in the CPI. The politics of Social Security cutbacks
are so extraordinarily sensitive that a downward adjustment of benefits requires the political
equivalent of a virgin birth: no politician wants to claim, or to be labelled by his or her political
enemies, as the father of this baby. In the negotiations in the spring of 1997 between the President
and congressional leaders over a potential budget deal, both parties sent signals that they would
consider agreeing to a downward adjustment in the CPI, but only if the other side would agree
simultaneously, so that they could not be assigned paternity for the idea during a later election
campaign.4 As budget negotiations neared completion in the spring of 1997, Senate Majority Leader
Trent Lott seems to have decided that Republicans would ultimately take the blame for cutting
inflation adjustments if they were included in a budget agreement, so he took them off the table
(Pianin, 1997; Stevenson, 1997).
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Controversy continues over another Social Security reform proposal: investment of Social Security
trust funds in the stock market. (1994-96 Advisory Council on Social Security, 1997) Once again,
the appeal of this reform is in large part that it appears to offer the equivalent of a free lunch to
politicians: because the stock market over the long run offers a higher rate of return on workers’
contributions than the current policy of investing payroll tax contributions in government bonds,
taking advantage of this higher rate of return could lower the long term shortfall in the Social
Security trust fund when the baby boom generation retires, and thus lessen the need to cut benefits
or eligibility. But the recent Advisory Council on Social Security was unable to agree on a single plan
to harness the stock market to save Social Security; instead the Council split into three groups, none
of which was able to muster a majority. One group, most strongly tied to the current system, urged
a series of incremental reforms plus a potential investment of a portion of Social Security
contributions be invested by government in broad-index stock market funds beginning in the year
2010. A second group favoured an increase in payroll taxes, with the new funds being invested by
individuals in one of several choices through pooled accounts held by government. The third, most
radical, plan would convert the current Social Security system into a flat-rate pension and divert a
larger share of payroll tax contributions into individual accounts that could be invested in a broader
array of investment vehicles. Each of the plans would make a variety of additional changes in the
retirement age and other aspects of Social Security, but it is their investment aspects that have
garnered the most attention, and constitute the biggest change from the status quo.
Disagreements about which of these approaches to take reflect not only different values, but different
assessments of risks and willingness to accept that risk-- or assign it to individual Social Security
recipients. Would moving investment away from government bonds, for example, cause an increase
in interest rates and an increase in the federal deficit? What would happen to retirees who lost money
on investments in their personal accounts, and what safeguards should be put in place to minimize
those losses? How would the creation of individualized Social Security accounts financed by a payroll
tax increase affect individuals’ other savings? And how might Social Security funds invested in the
equity of companies affect the federal government’s willingness to undertake regulatory decisions that
impose losses on those companies (for a discussion, see Katz, 1997)? While the discussion on these
issues is very much underway, how it will be resolved is far from certain.
exploding health care costs and gaps in health care coverage
The United States stands out from other OECD countries both for the huge holes in its health care
coverage and its very high level of overall societal spending on health care. In 1993, the United
States spent 14.1 percent of Gross Domestic Product on health care, seventy percent above the
OECD average. The United States is also by far the lowest of the OECD countries surveyed in the
percentage of medical expenditures covered by public insurance schemes, with only 44 percent so
covered (House Ways and Means Committee, 1996: 1037). Researchers estimate that more than 39
million Americans were without health insurance in 1994, representing approximately 15.2 percent
of the overall population and 17.1 percent of the non- institutionalized population under age 65.
Young adults and those with low incomes are particularly likely to be without health insurance (see
House Ways and Means Committee, 1996: 1026-1031). Even the elderly, who are the best providedNorth American Institute Forum – Winnipeg 1997
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for in U.S. public insurance schemes, suffer serious gaps in health insurance coverage. Medicare does
not cover prescription drugs provided outside a hospital setting, and offers very limited long-term
(nursing home) coverage.
One result of these gaps in health care insurance coverage has been a substantial growth in the
burden of uncompensated health care being provided by hospitals, especially urban public hospitals
(House Ways and Means Committee, 1996, pp. 1032-1036), and a destabilisation of the insurance
market as both private insurers and the government have sought to avoid getting stuck with the bill
for uncompensated care. The fact that AFDC recipients are automatically eligible for Medicaid also
underlies one of the primary "poverty traps" in the U.S. welfare system: AFDC recipients who work
their way off of the program may actually be worse off, since they lose Medicaid eligibility after a
transitional period and are unlikely to get health insurance benefits in low wage jobs. Exploding
health care costs have contributed to a "crowding out" of new social policy initiatives at the federal
level and pressures to reduce real AFDC benefits at the state level as state Medicaid expenditures
have required an increasing share of state budgets. In the early 1990s, public concern over gaps in
coverage was exacerbated by increased fears over economic security, as well as by declining benefits
offered by many employers, and by “cherry picking” (i.e., selecting good insurance risks) by health
insurance companies. In the business sector, many large companies grew increasingly concerned
about competitive disadvantages in the international marketplace posed by their high health care
expenditures, while economists feared "job lock" of employers losing job mobility because they did
not want to risk losing health benefits (Schick, 1995: 233; Skocpol, 1996: 22- 23; Peterson,
forthcoming).
Presidential candidate Bill Clinton put health care reform squarely on the agenda as a central part
of his platform in an effort to solidify waning support for activist government and unite "new
Democrats” and traditional labour-oriented Democrats. While public support for the principle of
health care reform was very wide, many divisive questions remained to be answered. How many
people should be covered-- should a health care plan aim to achieve universal coverage or just move
closer to it? How will the revenues for such a system be collected, and who will bear the costs of
coverage: business through employer mandates, individuals through individual mandates, or by
government through increased taxes? What would be the role of health insurance companies? Should
service coverage be comprehensive, including controversial services such as abortion that would cost
critical support in Congress no matter which way they were decided? And what mechanisms should
be used to control costs? If restrictions are placed on development or implementation of medical
technology, would that mean that they would not available when people want it?
President Clinton’s approach sought to weave through this potential minefield by imposing employer
mandates to provide health insurance coverage, with subsidies to small businesses and low-wage
workers. Costs were to be controlled via “managed competition” between health care providers and
backup caps on premiums, with new organizations called health alliances to pool premiums and
negotiate with competing providers. The Clinton plan was challenged in Congress by other proposals,
including a plan favoured by many conservative Democrats and some Republicans that omitted an
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employer mandate, a “single-payer” approach favoured by many liberal Democrats, as well as by the
intransigent opposition of congressional Republican leaders.
A number of alternative explanations have been offered of why the Clinton health care reform
initiative failed, ranging from American values to the structure of interest groups and political
institutions to particular failings of the Clinton health planning process and its principal participants
(for a review, see Steinmo and Watts, 1995). The safest general conclusion to draw is that no single
factor killed the Clinton health care reform initiative. It is in fact an over-determined outcome: there
are several factors that probably would have been individually sufficient to have killed the proposal.
Collectively, they reinforced each other and were more than sufficient. Trying to select which factor
was most important is as much a matter of taste as of social science. The organization of and incentives
for interest groups was a critical constraint. In particular, the proliferation of interest groups in the
health care sector with narrow interests (e.g., large versus small and medium sized health insurers,
various medical specialties, large and small employers) represented by separate organizations that
sometimes competed for the same members made it increasingly difficult for groups to agree to a
compromise that might appear to their members to be a "sell out," because groups feared that doing
so would cause an exodus to rival groups with a harder line (Wilson, 1996:112-114).5 The Clinton
administration’s failure to win the support of any major business or medical trade associations into
supporting health care reform was a particularly important failure, resulting in part from grass roots
pressure in those groups (Schick, 1995: 240-41). Opponents of reform, including the powerful small
business lobby, the National Federation of Independent Business, concentrated on "lobbying the grass
roots," where instinctive mistrust of government was strong, especially among business leaders and
medical practitioners. (Schick, 1995: 241-42). The general American ideology of mistrust of
government, which had grown stronger in recent years, made employer mandates, health alliances,
and government regulatory controls particularly vulnerable to attack.
The separation of powers and fragmentation of power within Congress dramatically increased the hurdles
that health care reform proposals faced. Constitutional separation of powers means that the president
has great power to set Congress's agenda, but much more limited power to ensure that Congress will
actually adopted the policies the president proposes. This is especially true when the President has
a weak electoral mandate. In the case of the Clinton reform, the president’s weakness was
exacerbated by divisions with Democratic ranks and by the intransigence and unanimity of
Republican legislators, whose leaders believed that the party’s interests would be best served by
denying President Clinton anything that he could claim as a victory on health care.
A final obstacle to enactment of the Clinton health plan was the role of budget rules under the Budget
Enforcement Act. BEA restrictions forced the Clinton administration to use a complex system of
employer mandates, new and untested purchasing cooperatives, and regulatory controls to ensure
that this extraordinary new initiative did not increase federal deficits in the five year projection
period required by the BEA (see Peterson, forthcoming; Bilheimer and Reischauer, 1996).
With the election of a Republican-majority Congress in the 1994 midterm election, the thrust of
health care policymaking in the United States has shifted decisively toward reduction of budget
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deficits and overall health care spending. The two major targets, simply because they comprise such
a huge share of federal spending, are the social insurance Medicare program, which provides health
care to the aged and disabled, and the Medicaid shared-cost program with the states, which pays for
medical care for low-income Americans and long-term nursing home care for the elderly and disabled
who are poor. Federal expenditures on Medicare totalled $191 billion in fiscal year 1996, and with
another $91 billion spent on Medicaid (Office of Management and Budget, 1997: 191). Medicaid
is also a very heavy burden on state budgets, comprising almost 20 percent of state expenditures in
1994 (Fraley, 1995: 1637)— more than six times as much as is spent on Aid to Families with
Dependent Children. Nevertheless, Medicare and Medicaid figured only tangentially in the House
Republicans 1994 “Contract with America” campaign platform, largely through denying eligibility
of legal aliens for Medicaid benefits (except emergency medical care) and provisions that would
encourage the elderly to purchase insurance to provide for the costs of long-term care (Macpherson,
1995).
The silence of the Contract on health care was in part due to uncertainty over how the Clinton
health care agenda (still under consideration at the time the Contract was written) would be resolved
by Congress. But it also reflected Republicans' desire to avoid politically sensitive and divisive policy
areas in the Contract and their first one hundred days in office (Drew, 1996: 138). As the new
Republican Congress began its efforts to produce a major tax cut and eliminate the budget deficit,
however, it quickly became evident that the huge Medicaid and Medicare programs would have to
be on the table. Estimates that the Medicare Hospital Insurance trust fund (financed by a payroll tax
on current workers) will run out of funding by the year 2001 heightened concern over this issue and
helped to legitimize addressing health care cuts quickly (see House Ways and Means Committee,
1996:147-157).
The congressional budget resolution passed in June 1995 called for major cuts in both Medicare and
Medicaid (Pianin, 1995). Medicaid savings would be achieved in part by converting the program into
a block grant to the states giving them more flexibility over eligibility and benefits, and gradually
ratcheting down the growth rate in federal Medicaid expenditures (thus nominal expenditures would
continue to grow). This had the political advantage of allowing federal legislators to limit federal
financial commitments without specifying which clienteles and services would be cut-- states would
do that later. Presumably voters would be confused about whom to blame, and everyone might escape
their wrath.
Both Medicare and Medicaid cuts proved extremely controversial, however (see Weaver, 1996).
That Medicare cuts would be felt primarily by the aged was bad enough. The political effect of the
cuts was magnified by the fact that the amount of planned Medicare spending reductions ($270
billion over seven years) was almost equal in their financial impact to the Republicans’ tax cut
proposals that would disproportionately aid Americans with higher incomes ($245 billion over seven
years). This facilitated Democratic charges that the Republicans were using benefit cuts on the
elderly to pay for tax cuts focussed on upper-income taxpayers. The politics of Medicaid (slated for
$163 billion in cuts over seven years) also focussed largely on the elderly: while the elderly and
younger persons with disabilities constitute only a little more than a quarter of the Medicaid case
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load, they represent more than two-thirds of program expenditures.6 Moreover, advocates for the
poor had powerful allies— notably hospitals and nursing home lobbyists— in resisting cutbacks that
threatened provider interests. States, too, were nervous about the potential Medicaid funding burden
being passed on to them.
Republican leaders decided both to fold Medicare and Medicaid changes into the budget
reconciliation bill and to delay unveiling specific cuts until the last minute, so that clientele groups
would have less time to mobilize in opposition. Inclusion of these provisions in the budget
reconciliation bill allowed them to sail through Congress extraordinarily quickly. But the size of the
Medicare and Medicaid cuts and a number of other controversial items in the reconciliation bill
ultimately gave President Clinton sufficient political cover to reject both the budget reconciliation
bill sent to him by Congress and a separate welfare reform bill passed a month later. Because
President Clinton chose to veto those packages, a year's worth of Republican efforts resulted in very
little statutory change. Debate over a Medicaid block grant was briefly revived in the spring of 1996,
but finding a Medicaid reform package that could simultaneously meet the flexibility objectives of
the governors, the mutually exclusive allocational preferences of individual governors, the deficit
reduction objectives of Republican congressional leaders, and the coverage guarantee objectives of
Democrats and moderate Republicans proved to be impossible.
President Clinton’s first term was, in short, largely a period of legislative stalemate in health care
reform. Shortly before the 1996 presidential and congressional election, legislation was enacted that
packaged restrictions on insurance companies’ ability to deny coverage for pre-existing conditions
and enhanced individuals’ ability to maintain continuity of coverage when they changed jobs
(favoured by liberals) with an experiment in which individuals could establish tax-free “Medical
Savings Accounts” to pay the costs of routine care, purchase high-deductible catastrophic care
insurance, and pocket any savings (favoured by conservatives and bitterly opposed by liberals). Early
in President Clinton’s second term (May of 1997) tentative agreement was reached between the
President and congressional Republican leaders on a budget plan that will save $115 billion in
Medicare spending over five years through decreases in reimbursements to health care providers and
modest increases in beneficiary premiums. $23 billion in cuts in Medicaid spending over five years
were also agreed upon (Pianin and Harris, 1997). But the devil is in the details: in particular, meanstesting of Medicare is both politically explosive and administratively difficult. At the time of this
writing, the legislative outcome was very much in doubt.
Even more important than this modest legislative record were changes that have occurred in the
health care marketplace without legislation. Most important was a move toward “managed care,” in
which health insurers acquire much more control over individuals’ access to specialized (and
expensive) health care services. Between 1995 and 1997, the prevalence of managed care among
persons who receive their health insurance through employers rose from 51 percent to just under
three-quarters (“Consumers and Managed Care”, 1996; Peterson, forthcoming). This in turn has
stimulated new legislative initiatives to curb what are seen as abuses by managed care providers-- for
example, managed care providers paying for only a twenty-four hour stay in a hospital for women
having a baby (see for example Pear, 1997a).
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muddling through in unemployment insurance
Unlike most West European countries, the United States does not have a program of assistance for
the long-term, able-bodied unemployed. Normal unemployment benefits run for 26 weeks in most
states, with eligibility and benefit standards set (within very broad federal parameters) by the states.
In addition, there is a program of extended benefits (normally 13 weeks in duration) triggered by
state unemployment rates, and Congress has on numerous occasions extended these benefits during
periods of economic downturn (for details on the triggers and congressional extensions of benefits,
see House Ways and Means Committee, 1994: 277-285). Replacement rates (average weekly benefits
as a percentage of covered wages) are low-- averaging a little over 35 percent. They also vary widely
among states, ranging from just under 50 percent in Hawaii down to only 27.5 percent in California
in 1992 (Advisory Council on Unemployment Compensation, 1994: 25-27).
The most important trend in unemployment insurance in recent years has been a long-term decline
in the percentage of unemployed workers who receive unemployment insurance. In 1993, for
example, only 48 percent of unemployed persons received unemployment benefits (House Ways and
Means Committee, 1994: 267). The causes of this phenomenon are complex, including changes in
the composition of the labour force and employment (notably declines in the unionized work force
and the manufacturing sector, and increasing numbers of two-earner families), cuts in benefit levels
and eligibility enacted at the state level, and changes in the unemployment rate trigger used to "turn
on" the Unemployment Insurance extended benefit program (see Burtless, 1991; Hansen and Byers,
1990; House Ways and Means Committee, 1994: 267-268; Advisory Council on Unemployment
Compensation, 1994: Chapter 4). The real value of after-tax unemployment benefits has also
declined in recent years as a result of changes in the tax treatment of UI benefits to make them fully
taxable. The federal government's Advisory Council on Unemployment Compensation has
recommended both a more generous trigger for extended benefits and making benefits available to
the long-term unemployed, but Congress did not act on this recommendation, and such action is
unlikely to be forthcoming from a Republican-controlled Congress.
Another recent concern with unemployment insurance has related to the traditional "moral hazards"
associated with the program: that it causes workers to delay their re-employment and therefore
results in a reduction in labour supply. Several experiments have been conducted in the states to test
the impact of a variety of "re-employment bonuses" for workers who return to the workforce promptly
after applying for benefits. However, the results of these experiments have found that the impact on
duration of unemployment spells is relatively modest (usually a week or less), and does not recapture
the costs of the bonus (see for example Decker, 1994). Moreover, the modest increased employment
effects may simply represent displacement of members of the control group who were not eligible for
the bonus.
changes in support for low-income families
The Aid to Families with Dependent Children (AFDC), which provides means-tested assistance to
families-- primarily single-parent families-- has been a politically troubled program for many years.
Originally intended for widows, AFDC has increasingly served families where the father was absent
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from the home as a result of divorce or separation or never had a marital tie to the mother.7
Moreover, more than 90 percent of AFDC mothers in the early 1990s were not in the paid labour
force— a growing political problem in a period when a majority of non-AFDC mothers were working.
The racial skewing of the AFDC caseload has also given the AFDC program a racial cast that has
contributed to its extreme unpopularity with the public.8 Black families are heavily over represented
among AFDC recipients relative to their share of the population, as they are among poor families
generally In 1992, 37.2 percent of AFDC parents were African-Americans, about three times their
share of the overall population (House Ways and Means Committee, 1994: 402.).
Dramatic change in the structure of American families over the past three decades, especially among
African-American families, have also heightened political controversy surrounding AFDC. The
percentage of white children under 18 years old living with two parents fell from 90.9 percent in 1960
to 77.4 percent in 1992, while the percentage of black children living with both parents fell from 67
percent in 1960 to 35.6 percent in 1992 (House Ways and Committee, 1994; 1114-1115). These
changes in family living arrangements are due in part to increases in rates of divorce, and in part to
a tremendous surge in the percentage of births that are out-of-wedlock: the percentage of births to
unmarried mothers increased from 2.3 percent for white mothers in 1960 to 20.4 percent in 1990,
while for black mothers the increase was from 21.6 percent to a staggering 66.5 percent; more recent
data show a continued increase for both groups (see House Ways and Means Committee, 1993:
1113).
Concern that dependency by low-income families on the Aid to Families with Dependent Children
program has become a long term-- and even inter-generational-- phenomenon has been exacerbated
by recent research showing that although many recipients of AFDC use it only as transitional
assistance (largely due to family breakup), another group tends to cycle on and off (in part due to
their participation in the unstable low end of the job market), and some are on for very long periods
of time. About 48 percent of the AFDC caseload at any given time is in spells where at least some
welfare income will be received for ten years or more (Bane and Elwood, 1994: chapter 2). Research
suggesting that children raised in single-parent families tended to fare worse scholastically and in
terms of achieving economic self sufficiency than those raised in two-parent families (even after
controlling for known educational and class characteristics of their parents) has further increased
concern over issues of family structure and illegitimacy (McLanahan and Sandefur, 1994).
These social trends have contributed to fears among many policymakers and analysts that the United
States is developing a socially, economically and politically isolated urban "underclass" that remains
mired in poverty generation after generation. Researchers and policymakers remain divided on almost
all issues relating to the underclass debate: the nature and extent of this group (indeed, whether it
is useful or harmful to speak of such a group at all), its causes, and appropriate policy responses (for
an overview of U.S. debates on the underclass, see Mincy, 1994; on intergenerational transmission
of poverty, see Gottschalk, McLanahan and Sandefur, 1994; for a comparison of concentrated urban
poverty in the United States with the U.K. and France, see Weir, 1993 and Weir, 1995). With regard
to causes, for example, conservatives tend to blame a culture of poverty and/or perverse incentives
within federal policies that foster long-term welfare dependency; liberals tend to focus on declining
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job opportunities and real wages for low-skill males within urban economies (see for example Wilson
1996), and racial discrimination.
In the 1980s, welfare reform initiatives gave substantial emphasis to finding ways to move welfare
recipients into the work force and to eventual self-sufficiency through a broad array of programs
ranging from low cost job search assistance to community work experience programs and labour
intensive (and expensive) training and education programs. Many of these "welfare to work"
programs were subject to careful evaluation using random assignment of clients. The findings of
evaluation studies are inevitably complex since the programs were so diverse, but the general picture
is that a lot of different approaches can have significant positive impacts on the employment and
income of AFDC recipients. There are no magic bullets, however. The results are all fairly modest,
as we might expect in a population that generally has very little human capital and a lot of problems
and constraints. Most programs do lead to significant increases in earnings, but they do not make a
substantial dent in lifting the recipient population out of poverty or in reducing program cost (for
overviews of the results of state-level welfare-to-work demonstration projects see Burtless, 1992;
Gueron, 1994; Gueron and Pauly, 1991; Friedlander and Burtless, 1995).
The failure of welfare-to-work initiatives to stem increasing welfare expenditures and caseloads
helped spur an increasing emphasis among conservatives on the causes and consequences of
illegitimacy and welfare dependence. For example, in his 1984 book, Losing Ground (1984),
conservative analyst Charles Murray proposed ending AFDC and other public assistance programs
as a "thought experiment." A decade later, Murray (1993) argued that "illegitimacy is the single most
important social problem of our time-- more important than crime, drugs, poverty, illiteracy or
homelessness because it drives everything else," and he proposed-- no longer as a thought
experiment-- that single mothers be made ineligible for AFDC, food stamps, and public housing, in
order to weaken incentives for, and strengthen social stigma (and parental pressure) against, out-ofwedlock childbirth. Along with limitations on initial eligibility to public assistance, many
conservatives have come to support what are known as “hard time limits” for low-income families-time limits after which neither cash benefits nor an employment guarantee would be provided.
In 1992, reform of AFDC acquired a new political impetus from the presidential campaign of Bill
Clinton. Under the catchy slogan "ending welfare as we know it," Clinton made reform of AFDC a
central plank of his campaign, along with a pledge to “make work pay” by increasing the value of the
minimum wage and the Earned Income Tax Credit for families with at least one member in the
workforce . Under the Clinton administration's 1994 AFDC reform proposal, AFDC mothers born
after 1971 would face a new set of obligations focussed on work, and a guaranteed job rather than
a hard time limit for those who could not find work on their own after two years. However, President
Clinton had to face strong divisions within his own party over welfare reform. Moreover, the
strictures of the Budget Enforcement Act proved to be almost unsurmountable: which programs
could the President cut and whose taxes could he raise to provide the needed job training, child care,
transportation assistance, and other costs needed for an ambitious effort to move millions of AFDC
family heads into work? In the end, the President’s plan was unveiled only a few months before the
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Democrats lost control of Congress in 1994, and it was never seriously debated in Congress (for
details of the Clinton plan and its demise, see Weaver, forthcoming).
The Clinton administration's initiative did have a critical effect on the shape of the welfare reform
debate, however. In particular, it helped drive Republicans further to the right in an effort to develop
a position that was distinct from the President’s and recapture an issue that had worked very well for
Republicans in past elections. Republican leaders in the House of Representatives featured welfare
reform as a prominent part of the "Contract with America" platform on which they campaigned in
the November 1994 election. (Pear, 1994; see also Balz and Brownstein, 1996; chapter 6). After a
dramatic eighteen months of political conflict that saw President Clinton veto Republican-sponsored
welfare reform legislation twice (in December 1995 as part of the budget reconciliation bill and in
January 1996 as freestanding legislation), President Clinton finally agreed to sign a welfare reform
bill opposed by much of his congressional caucus, cornered by his desire to make good on his 1992
election promise to “end welfare as we know it.”
The changes to family assistance programs enacted by the 1996 welfare reform law are dramatic (For
a summary of provisions of the new law, see House Ways and Committee, 1996: 1333-1415). The
Aid to Families with Dependent Children program was abolished, replaced by a Temporary
Assistance to Needy Families (TANF) block grant to the states. Individual entitlement to family
assistance benefits was ended. TANF funds are an essentially fixed sum in nominal terms, based on
the total amount currently spent by the federal government on AFDC benefits, the AFDC welfareto-work program, and AFDC administration. Thus TANF funds will decline in real terms over time;
in the near term, however, many states are like to get more funds from TANF than they would have
received under the old AFDC program, because AFDC case loads are currently falling. Individual
state's shares of the block grant are based on their historical allocations of AFDC funds. There are
limited contingency funds for periods of recession. States are required to maintain 80% of their own
current spending to draw down full share of block grant funds (states that meet work requirements
need only maintain 75% maintenance of their effort).
Proponents of deterrence approaches to preventing dependence on welfare enjoyed mixed success,
winning on "hard" time limits, but enjoying less success on illegitimacy mandates. The statute puts
a five year lifetime time limit on adults' receipt of cash assistance using TANF funds. Moreover, states
can set lower time limits if they chose. Nor can TANF funds be used for vouchers for those who have
exhausted the time limit. States can, however, exempt up to 20 percent of their case load from the
five-year limit. Teen parents are required to live with parents or in an adult supervised setting—a
provision that the Clinton administration had also endorsed. States are not required to deny
additional benefits for children who are conceived or born while their mother is receiving welfare
(known as the “family cap”) or to deny cash benefits to all unmarried teen mothers, two provisions
that were in the original House Republican bill. However, states were given discretion to impose
those restrictions themselves if they so choose. To placate social conservatives for the loss of
illegitimacy mandates, the bill provides competitive bonuses of up to $20 million per year for up to
five states if they are successful in reducing illegitimacy without increasing their number of abortions.
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Competition between congressional Republicans and the Clinton administration to appear "tough
on work" led to strict, escalating work requirements in the new law. By 2002, states will be required
to have 50 percent of their case loads in work activities-- at least 30 hours per week by the year 2000.
There are penalties for states that do not meet the requirements, but a lot of discretion for the federal
Department of Health and Human Services on whether to impose those penalties. The Act provides
additional funding for child care, but no entitlement to that care. Families with children under age
6 are protected from a benefit cutoff if they cannot find child care.
It is far too early to say what the effects of this new legislation will be, since the states are only
beginning to implement it. One thing that is already clear is that it has coincided with an astonishing
drop in welfare caseloads: 2.8 million, or twenty percent, since 1993 (Vobejda, 1997). The president’s
Council of Economic Advisors has estimated that about 40 percent of this drop can be attributed to
the healthy U.S. economy which, with unemployment rates of around 5 percent recently, has made
it easier for welfare recipients to find jobs. State experiments to move recipients into work and
sanction recipients who do not comply with program obligations are estimated to account for another
31 percent of the drop. State rule changes have taken a variety of “carrot and stick” forms that could
affect caseloads in different ways. Undoubtedly some recipients were already working “off the books,”
and requirements that they report for work or training activities has exposed this activity and taken
them off the welfare rolls. “ Diversion” of some recipients who otherwise would have gone onto
welfare directly into the workforce is undoubtedly at work as well. And some potential recipients may
simply be discouraged by higher administrative hurdles, trying to survive with less (or no) cash
income. But determining the relative importance of each of these factors may never be possible, given
the absence of needed data and the lack of incentives for states to collect such data. Nor is it clear
what has happened to most of the women who have left the rolls-- have they found jobs that preserve
their economic status, or are they simply poorer? (Vobejda and Havemann, 1997)
Intertwined with and impinging upon its effects on program clientele are truly gargantuan problems
of implementation for the states. State welfare bureaucracies that have long been concerned with
checking eligibility and calculating benefits must become develop as their central mission moving
recipients quickly into employment or preparation for employment, keeping in mind that those
recipients must be engaged in work activities within two years and lose eligibility entirely within five
years. These tasks are likely to be especially difficult in big urban cores, where jobs are scarce and the
job targets are huge. In addition, states must make decisions about which of their recipients-presumably those with least capacity to succeed in the labour force-- will be exempted from the five
year time limit on receipt of benefits: if no procedures are established, there will may be a scramble
by individual welfare caseworkers to protect their clients. The new TANF system also allows much
greater variations in state programs-- notably differentials in hard time limits-- and allows states to
protect themselves against becoming “welfare magnets” by paying recipients who move into their
states the benefit they would have been paid in their old state for up to a year. States may therefore
wish to be able to track cases across state lines over time and calculate the benefits available in other
states. Currently the capacity exists to do neither. States must also cope with what will presumably
be an enormous increase in the demand for child care, in a system where the child care infrastructure
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is already underdeveloped and overburdened, especially in poor, inner-city areas (Healey and Lesher,
1997)
Finally, welfare reform promises a major challenge to policymakers’ capacity to evaluate the effects
of specific state-level innovations as well as new federal mandates and use that information to spread
policies that are successful and drop those that either do not achieve their desired objectives or do
so at too high a cost. There are several problems with ensuring effective evaluation of the current
reforms. One is that with so many changes taking place at once, it will be difficult to sort out their
effects. Another is that states will have to bear the full costs of intensive evaluation, despite the fact
that the potential benefits of evaluation will be available to all. Finally, it is not clear that it is in the
political interests of state officials to sponsor rigorous evaluation. They may instead prefer to
maximize credit-claiming opportunities from "successful" innovation. For politicians to support
rigorous evaluation of policies that they themselves have put in place, they must (1) really care if a
policy really works or not, and (2) be willingly to put up with the criticism that their opponents are
certain to raise if it turns out that the policy really doesn’t work very well. Probably most politicians
can meet the first condition, but the second is tougher, especially if they are planning to run for reelection. Certainly there are incentives not to press too hard for too rigorous and too independent
an evaluation unless the politician is pretty sure that the evaluation will be favourable. Absent that,
it may be politically preferable to simply hand out selected statistics that cast the program in the best
possible light.
benefits for legal immigrants
The eligibility of legal immigrants to the United States who have not yet become citizens is another
area of strong controversy in American social policy. The controversy has focussed on means-tested
benefits financed in whole or in part by the federal government. There is little dispute that noncitizens who are legal permanent residents and contribute to social insurance programs such as Social
Security, Medicare and Unemployment Insurance should be eligible for benefits on the same basis
as citizens. Nor is there much dispute over the eligibility of illegal aliens: with very few exceptions,
they are barred from receiving federally-financed benefits (see House Ways and Means Committee,
1996: 1301-2, 1353-59), although the courts have ruled that they cannot be barred from most statefinanced programs, most importantly public education. But there has long been a presumption in
U.S. immigration law that immigrants should not become dependent on pubic assistance, and that
immigrants (except refugees) will only be allowed into the U.S. if they can show that they are not
“likely at any time to become a public charge” (House Ways and Means Committee, 1996: 1297).
One way that potential immigrants can meet the “public charge” test is to produce affidavits from
a relative or acquaintance already in the United States pledging to support the immigrant should they
become needy within a period of three years, but courts have ruled that these affidavits are not legally
enforceable. In the 1980s, Congress added provisions to three major programs (Aid to Families with
Dependent Children, Supplemental Security Income, and Food Stamps9) “deeming” a portion of
sponsors’ income to be available to non-citizens in calculating non-citizens’ income eligibility for
public assistance for a period of three years (later extended to five years for SSI).
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Use of public assistance by immigrants continued to grow, however, fuelled by a combination of rapid
growth in immigration to the United States and amnesties to formerly illegal residents. In the early
1990s, solid quantitative evidence began to emerge that non-citizens, especially refugees and elderly
persons admitted to the United States as part of family reunification policies, were heavy users of
means-tested benefits. This was especially true in the Supplemental Security Income program for the
aged, where non-citizens increased from 7 percent of recipients in 1983 to 30.2 percent of recipients
in 1994 (House Ways and Means Committee, 1996: 1305).
It should be noted that the political calculus for politicians who consider cutting benefits to
immigrants is a tricky one, in ways that the new Republican majority in Congress after the 1995
election may not have fully thought through. On the surface, cutting benefits to non-citizens seems
like what Americans call a “no-brainer”-- an easy decision. Non-citizens can’t vote, so they can’t
punish electorally politicians who cut their benefits. But the situation is more complicated in two
ways. First, many non-citizens are related to persons who are citizens of the United States and
therefore can vote. These voters may punish politicians who cut their relatives’ benefits, especially
if they themselves have to pick up the costs formerly borne by government. Second, many persons
who receive means-tested benefits or may receive them in the future are eligible to become citizens,
and will do so if they have incentives to do it. The naturalization process in the United States is not
entirely costless in terms of time and anxiety, however, and new citizens may also be inclined to
punish politicians who forced them to go through this process. In addition, politicians from states
with heavy concentrations of immigrants (notably California, which is home to 40 percent of
immigrants receiving federal benefits) are well aware that if federal benefits are cut off, additional
burdens are almost certain to be transferred to state and local governments in their home jurisdiction
(see Claiborne, 1996).
Cutting benefits to non-citizens is nevertheless a relatively attractive option for politicians in the era
of the Budget Enforcement Act, where every expansion in entitlement program expenditure must
be offset either by a tax increase or by a cut in some other program. The Clinton administration used
cuts in immigrant benefit twice in two years in office: once to finance an extension of Unemployment
Insurance benefits in 1993, and again in 1994 to finance a portion of its failed welfare reform
proposal.
The new Republican majority that took over control of Congress in 1995 proposed far more
ambitious cuts in eligibility for immigrants than the Clinton administration had dared. House
Republicans’ Contract with America proposed barring resident non-citizens from virtually every
federal means-tested program. Their aggressive stance on benefits to non-citizens reflected a coming
together of several forces, notably (1) a strong desire to reduce federal spending; (2) a desire to send
a very strong signal to potential immigrants that while they were welcome to come to the United
States to work, they should not view it as a free retirement home; and (3) a belief that immigrants
to the United States should express their commitment to this country by becoming citizens.
In the final legislation passed as part of the 1996 welfare reform bill, non-citizens retained eligibility
for many educational, child nutrition and job training programs. But immigrant provisions still
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constituted 44 percent of the seven-year expenditure cutbacks in the legislation (Congressional
Budget Office, 1996: Summary Table 2). Moreover, many of the bill’s retrenchment provisions took
effect almost immediately, and did not exempt current recipients. In particular, the legislation barred
most non-citizens, including current recipients, from receiving Supplemental Security Income or
Food Stamps until they became citizens. States also gained an option to exclude these “qualified
aliens” already in the country from receiving payments under the new Temporary Assistance to
Needy Families and Medicaid (except for treatment of emergencies) programs. Immigrants who enter
the country after enactment of the legislation face a five year waiting period for Medicaid and TANF.
Future sponsor affidavits of support were made legally enforceable, and extended “sponsor deeming”
provisions for program eligibility were also added for future immigrants to the United States that take
affect once the five year waiting period has expired. Refugees are exempted from both the Food
Stamp/ SSI ban and the state option to deny TANF and Medicaid for their first five years in the
United States, and other exemptions were made for veterans of the U.S. military and persons with
a substantial (10 years) work history in the United States (for details of program provisions, see
House Ways and Means Committee, 1996:1353-59; Katz, 1996; 2701-2702; Super et al, 1996:
chapter 4). Separately passed legislation also imposed minimum income qualifications on persons
seeking to sponsor a family member for immigration (Dugger, 1997).
The immigrant provisions of the welfare reform act have proven to be highly controversial, and
became one of the Clinton administration’s top targets for revisions to the law (Havemann and
Vobejda, 1997). Republican governors who had helped to shape and had endorsed the welfare reform
bill pressed for reconsideration of immigrant benefit provisions that they felt would impose a severe
burden on their states, but backed down under pressure from Republican leaders in Congress, who
have resisted major changes in those immigrant benefit provisions, not least because they produced
such a large share of the expenditure reductions in the act.10 Meanwhile, at least one state with a
Republican governor, New Jersey, has announced that it will spend two million dollars per year
helping its residents who are not citizens qualify for citizenship, and thus to qualify for Food Stamps
and SSI (Goudnough, 1997)
Conclusions and Lessons
The American welfare state remains unusual among Western industrial societies in its tolerance of
high rates of child poverty, its failure to provide for the long term unemployed, and its many gaps in
health care coverage. The limited record of social policy initiatives in President Clinton’s first two
years in office-- passage of an Earned Income Tax Credit expansion and a very limited Family and
Medical Leave bill, and the dramatic failure of President Clinton’s dramatic health care reform
initiative in 1993-94-- and a comparison with the periods that preceded and followed it suggests
several limits on the potential welfare state expansion in a period of dramatic fiscal stress. First, it
appears that control of both Congress and the presidency by the Democratic party is required for
substantial increases in welfare state commitments by the federal government in the United States.
This is necessary, but not sufficient-- also needed is a strong presidential mandate and strong
congressional support. Bill Clinton, with only 43 percent of the vote in the 1992 presidential election
and extremely weak “coattails” in pulling members of his party into seats in Congress, did not have
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either (Schick, 1995: 230). Second, expansion of welfare state commitments is politically feasible
only if costs to government are low (except tax cuts). The Clinton health care and welfare reform
initiatives both suggest that the barriers to expansion have been raised significantly by the budgetneutrality provisions of the 1990 Budget Enforcement Act. Third, the health care and Family and
Medical Leave experiences suggest that welfare state expansion is possible only if costs to business
are also low-- otherwise it is impossible to win Republican support. Leaders of the fight for Family
and Medical Leave were able to win over some Republicans precisely because the stakes were far
lower for business groups-- especially small business-- in that fight than in the fight over health care
reform (Elving, 1995).
A fourth and final constraint on welfare state expansion is that when the size of government itself
becomes the issue for one party, as it has for the Republicans, prospects for expansionary reform using
direct expenditures virtually vanish. But the Republicans have so far enjoyed only limited success in
their efforts to expand the “private welfare state” through expanded tax expenditures for Medical
Savings Accounts, a middle-class-targeted family tax credit, etc. At least in terms of welfare state
expansion (as opposed to which programs remain protected and which are subject to retrenchment),
budgetary stress appears to cut fairly evenly between direct expenditures and tax expenditures. This
is due in large part due to the unease of some Republican and many conservative Democratic
legislators about any type of tax cut while deficits remain a problem.
The limits on retrenchment are harder to discern, because the United States has not experienced a
period in which Republicans controlled the presidency and both branches of Congress since the onset
of slower economic growth and fiscal stress in the 1970s. But it is almost certainly true that pressures
for retrenchment in social policy will remain very strong for the foreseeable future: the combination
of demographic pressures, continuing health care cost increases, and the embrace by both political
parties of a balanced budget objective will see to that. The experience of the first two years of
Republican control of Congress suggests quite clearly that it is easier to cut benefits that are targeted
at the poor than those with broad middle-class constituencies. But Medicare, the social insurance
health program for the elderly, remains a major target for future cuts for several reasons: its payroll
tax/trust fund funding mechanism both focuses attention on its poor financial status and provides
an “action-forcing mechanism” to compel cutbacks in the near-term. Moreover, at least some
cutbacks can be hidden in the form of cuts in reimbursement to providers that are likely to be felt
indirectly by recipients and thus not accrue blame to the politicians who put them in place.
Evidence from recent years also suggests some important constraints on retrenchment initiatives.
Frontal assaults on Social Security pension benefits and eligibility appear to remain almost impossible
except during short-term funding crises. Social benefits achieved through tax expenditures (notably
for pensions, health insurance, and mortgage interest) remain particularly immune to cutbacks as
well, in part because congressional Republicans have consistently and adamantly placed them offlimits in budget negotiations, and in part because they have very broad middle-class constituencies
that neither political party wants to offend (for a discussion, see Pierson, 1997).
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The peculiarities of U.S. politics and policy do not mean that there is nothing that the United States
can teach other countries. There is enough that is similar about the policy challenges that face North
America-- notably the need to find effective ways to minimize long-term unemployment, make
single-parent families self sufficient, make the financial demands of seemingly insatiable pension and
health care sectors compatible with a responsible fiscal policy and, increasingly, the need to sort out
social policy responsibilities in a multi-tiered system of governments-- that the experiences of the
United States can and should be heeded.
One general lesson from the U.S. experience that seems relevant to other countries is the importance
of what can be called a "clarity-obfuscation" trade-off for governments that wish to seek to limit
welfare state spending commitments. Lowering people's expectations of what they can expect from
the welfare state in the future requires sending strong, unambiguous signals to individuals so that they
can adjust their behaviour. Workers, for example, should be aware of the need to save for their own
retirement if they hope to have the same retirement standard of living as their parents, because
pensions are likely to be less generous than in the past. Displaced workers should also be aware that
finding a new job quickly when they lose their old jobs is essential, because support for the long-term
unemployed is likely to be restricted. Potential parents, especially in single-mother families, need to
exercise increased caution in decisions about child-bearing. Immigrants and potential immigrants
should be aware that they cannot expect to receive benefits in the United States that they have not
earned through social insurance contributions in this country. If the signals sent by government are
not clear and immediate, when cutbacks do go into effect, individuals (1) will not have changed their
behaviour in desired directions, (2) will demand that the existing level of transfers and services be
maintained, and (3) will feel betrayed by government and politicians, exacerbating already high levels
of mistrust about the political system.
The problem with sending clear signals to recipients and potential recipients of government programs
indicating the severity of proposed retrenchment initiatives, however, is that such signals arouse
intense opposition, making it much more difficult to actually get such initiatives adopted. The most
successful welfare state retrenchment initiatives have taken place when cutbacks were made more
obscure or delayed into the future so that politicians could be at least partially shielded from the
affects of blame (Pierson, 1994; Weaver, 1985; Pierson and Weaver, 1993). In the absence of these
"stealth retrenchment" mechanisms, retrenchment initiatives have often collapsed or been scaled
back.
A second general area where U.S. experience may offer lessons to other countries concerns pressures
on benefits in a multi-jurisdiction system with relative freedom of labour market movement, but very
different levels of social benefits. Individual states offer such a jurisdictional variety of benefits within
the United States. A first effect is artificially increased in-migration to-- and artificially lowered outmigration from-- areas with relatively high levels of social benefits. The second is migration of
businesses to areas where levels of benefits-- and hence taxes-- are relatively low. The third, and
probably most important, is downward pressure on benefit levels as governments seek business
investment and seek to avoid attracting persons at high risk of needing benefits-- a process known
in the U.S. as the "race to the bottom." The most relevant lesson from the U.S. experience is that
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political pressures for a "race to the bottom" may be significant even when the first two effects-recipient in-migration and business out-migration-- are relatively modest.
A third area where U.S. experience may offer lessons concerns the importance of tax expenditures
as sources of welfare state spending. The U.S. experience suggests that while regular estimation and
publication of social welfare expenditures is by no means sufficient to create a political "level playing
field" between direct expenditures and tax expenditures, it is a necessary first step. But where one
political party (in the U.S. case, the Republicans) comes to view tax expenditures as a good thing-because they keep money out of government’s pocket and thus increase pressure for a downsizing of
the welfare state-- cutting tax expenditures becomes extremely difficult.
Endnotes
1.In fact, benefits received are often linked only loosely to contributions-- many groups of
recipients (notably early beneficiaries of Social Security, and Medicare recipients who had low
earnings and therefore paid low payroll taxes throughout their earning years) may receive benefits
far greater than their contributions; others may receive a lower rate of return.
2.Through fiscal year 1993, separate spending caps on discretionary spending were set for
domestic, international affairs, and defense accounts. Beginning with FY 1994, there is a single
spending cap for discretionary spending.
3.The increased tax rates imposed on a small number of Social Security beneficiaries in 1993 is a
slight exception to this pattern.
4.On the President’s calculus in refusing to agree to an independent commission to settle CPI
revisions, see Chandler and Pianin, 1997; Hager 1997.
5.Skocpol (1996: 53) similarly emphasizes the absence of peak associations which could bargain
effectively and make those agreements binding.
6.In 1992, the aged, blind and disabled constituted 26.5 percent of Medicaid recipients but 69.3
percent of Medicaid expenditures. See 1994 Green Book, pp. 798-802.
7.In 1983, parents of 44.3 percent of children receiving AFDC had no marriage tie. By 1994, this
had grown to 55.7 percent. See House Ways and Mean Committee, 1996: 473
8.For a recent review, see Gilens, 1996a and Gilens, 1996b. See also Sniderman and Piazza, 1993
and Quadagno, 1994.
9.Most Medicaid recipients become eligible as a result of qualifying for AFDC or Supplemental
Security Income, and thus are indirectly affected by deeming provisions.
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10.On conflict between congressional Republicans and Republican governors, see Havemann,
1997a and 1997b; Balz and Havemann, 1997b; Balz and Vobejda, 1997b; Pear, 1997b.
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Appendix
Table 1. Characteristics of Federal Entitlement Programs in the United States
Program

Year
Established

Revenue
Source(s)

Outlays, Fiscal
Year 1993
(Millions of $)

Beneficiaries
(Thousands)

Entitlement
Established By:

Eligibility
and Benefits
Set By:

Administered
By:

Benefits
Indexed
To:

Retirement/ Old
Age
Payroll tax on
employers and
employees2

254,707

34,4293

Contributions/
Retirement4

Federal

Social Security Consumer
Administration Price
Index

Railroad Retirement 19375

Payroll deduction/
General revenue

4,370

898

Employment/Age

Federal

Railroad
Retirement
Board

OASI6

Civil
Service/Federal
Employee
Retirement

1920

Payroll deduction/
General revenue

34,792

2,242

Employment/Age

Federal

Office of
Personnel
Management

Consumer
Price
Index

Military Retirement
Pay

1861

General revenue

25,708

1,556

Years of military
service; service
related

Federal

Department of
Defence

Consumer
Price
Index

Supplemental
Security Income

1972

General revenue

3,0417

1,475

Income and assets, Federal,
Social Security OASDI
plus age, blindness with
Administration
or disability
optional
state
supplementa
tion

General revenue

3,529

4628

Wartime
service/Income

Old Age Survivors
Insurance (OASI)

Veterans Pensions

112

19351

Federal
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Year
Established

Revenue
Source(s)

Outlays, Fiscal
Year 1993
(Millions of $)

Beneficiaries
(Thousands)

Entitlement
Established By:

Eligibility
and Benefits
Set By:

Administered
By:

Benefits
Indexed
To:

Disability
Social Security
Disability Insurance
(SSDI)

1956

Veterans Disability
and Compensation

Payroll tax on
employers and
employees;
payroll deduction

30,675

3,999

Contributions/
Disability

Federal

Social Security Consumer
Administration Price
and states
Index

General revenue

13,384

2,1989

Disability or death Federal

Veterans
No
Administration
Social Security
Administration
/
Department of
Labour

Coal Miners'
Disability (Black
lung)

1969

Excise tax on
coal/general
revenue

1,412

16810

Employment
history and
disability

Supplemental
Security Income

1972

General revenue

17,30211

4,509

Income and assets, Federal,
Social Security OASDI
plus age, blindness with
Administration
or disability
optional
state
supplementa
tion

1939

Payroll tax on
employers and
employees

14,497

3,81612

Contributions/Dea Federal
th, retirement or
disability of
insured worker

Federal

Salary of
federal
GS-2
employees

Families and
Children
Old Age Survivors
and Disability
Insurance
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Year
Established

Revenue
Source(s)

Outlays, Fiscal
Year 1993
(Millions of $)

Beneficiaries
(Thousands)

Entitlement
Established By:

Eligibility
and Benefits
Set By:

Administered
By:

Benefits
Indexed
To:

1975

General revenue

13,23913

14,00414

Income and
employment

Federal

Internal
Revenue
Service

Aid to Families with 1935
Dependent Children

General revenue
(federal/state)

22,28615

14,14416

Income and assets
plus care for
dependent
child(ren)

States,
under
federal
guidelines

States, under
No
HHS guidelines

Earned Income Tax
Credit

Consumer
Price
Index

Unemployment
Unemployment
Insurance

1935

Payroll tax on
employers/
General revenue17

36,208

7,800

Employment
history

States,
under
federal
guidelines

States,
supervised by
Department of
Labour

No

Trade Adjustment
Assistance

1974

General revenue

51

10

Employment
history in tradeaffected
employment

Federal

Department of
Labour/State
agencies

No

196418

General revenue

23,57719

27,000

Income and assets

Federal

States,
supervised by
Department of
Agriculture

"Thrifty
Food
Plan"

1965

Payroll tax on
employers and
employees

90,455

35,46320

Age 65 and
entitlement to
OASI, SSDI or
RR21

Federal

Health Care
NA
Financing
Administration
(HHS)

General
Food Stamps

Medical Care
Medicare Hospital
Insurance (HI)
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Program

Year
Established

Revenue
Source(s)

Outlays, Fiscal
Year 1993
(Millions of $)

Beneficiaries
(Thousands)

Entitlement
Established By:

Eligibility
and Benefits
Set By:

Administered
By:

Benefits
Indexed
To:

Medicare Supplemental
Medical Insurance

1965

General revenue
and premiums
(generally
deducted from
Social Security
checks)

52,572

34,36522

Payment of
premium and (1)
age 65 or (2)
eligibility for HI
under SSDI

Federal

Health Care
NA
Financing
Administration
(HHS)

Medicaid

1965

General revenue
(federal/state)

132,01023

33,432

Eligibility for
AFDI or SSI, or
income; certain
other groups24

Federal,
with state
options

States, under
NA
HHS guidelines

Sources: 1994 Green Book; FY 1995 Budget, Historical Tables; Social Security Bulletin 1994 Annual Statistical Supplement
Notes
1.Survivors benefits added in 1939.
2.Since 1984, tax revenue resulting from partial taxation of OASDI benefits has also been added to OASDI trust funds. Federal
general revenues are used for certain purposes (e.g., benefits due to wage credits granted for military service).
3.Includes the following types of beneficiaries: retired workers, spouses of retired of retired workers, and recipients of the widows and
widowers, disabled widow(er)s, parents, and special age-72 benefits.
4.Or for survivor benefits, death of an insured spouse.
5.Earlier legislation was declared unconstitutional.
6.Only "Tier 1" benefits are fully indexed to OASI. "Tier II" benefits are indexed to a fixed percentage of OASI cost of living
adjustments.
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7.Estimate based on calendar year 1993 aged share of total SSI expenditures multiplied by total FY 1993 federal expenditure on SSI.
State supplementation of SSI for the aged ($1.152 billion in calendar year 1993) excluded.
8.Calendar Year 1993.
9.Calendar Year 1993.
10.Calendar Year 1993.
11.Estimate based on calendar year 1993 blind and disabled share of federal SSI expenditures multiplied by total FY 1993 federal
expenditures on SSI. State supplementation of SSI for the blind and disabled ($2.677 billion in calendar year 1993) excluded.
12.Includes the following types of beneficiaries: children of retired and disabled workers, widowed mothers and fathers, and surviving
children.
13.Projected. Includes both refunded credit and reduction in tax liability.
14.Projected. Number of beneficiary families.
15.Federal and state payments. Federal share was $12.27 billion.
16.Monthly average.
17.Regular UI benefits are financed by a state payroll tax, extended benefits by a state/federal payroll tax, and supplemental benefits by
federal general revenues.
18.Pilot program established in 1961.
19.Excludes Federal nutrition assistance to Puerto Rico of $1.025 billion.
20.Persons enrolled. 7,625,000 persons received reimbursed services.
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21.In addition, since 1972, insured individuals under age 65 with end-stage renal disease.
22.Persons enrolled, 28,766,000 persons received reimbursed services.
23.Includes federal and state shares. Federal share in 1993 was $75.744 billion.
24.For details, see Social Security Bulletin, Annual Statistical Supplement, 1994, pp. 97-98.
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Table 2. Poverty Rates for Specific Demographic Groups
1972

1977

1982

1987

1992

1994

Overall

11.9

11.6

15.0

13.4

14.8

14.5

Black

33.3

31.3

35.6

32.6

33.4

30.6

White

9.0

8.9

12.0

10.4

11.9

11.7

Hispanic origin

22.8

22.4

29.9

28.1

29.6

30.7

Aged

18.6

14.1

14.6

12.5

12.9

11.7

Individuals in female headed
families

38.2

36.2

40.6

38.3

39.0

38.6

Childrena

14.9

16.0

21.3

19.7

21.6

21.2

Female head

53.1

50.3

56.0

53.7

54.6

52.9

Black

69.5

65.7

70.7

66.9

67.1

63.2

White

41.1

40.3

46.5

45.0

45.9

45.7

Hispanic

NA

68.6

71.8

69.8

65.9

68.3

Male present

8.6

8.5

13.0

10.6

11.8

11.7

Black

24.1

19.9

24.1

19.1

19.4

17.7
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1972
White
Hispanic

1977
6.8

NA

1982

1987

1992

1994

7.1

11.6

9.3

10.3

10.4

17.9

27.8

27.7

29.6

30.8

Under 6

16.5

18.5

23.6

22.8

26.4

25.1

6-17 years

14.5

15.4

21.1

19.3

20.1

20.1

Source: House Ways and Means Committee, 1996 Green Book: Overview of Entitlement Programs: Background Material and Data on Programs
within the Jurisdiction of the Committee on Ways and Means, WMCP 104-14, Washington, D.C: Government Printing Office, pp. 1217-18,
1226.
Notes
a. Excludes unrelated children.
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Table 3. Antipoverty Effectiveness of Cash and Nearcash Transfers
(including federal income and payroll taxes)

All Persons

Individuals in
Single-Parent
Families with
Related Children
Under Age 18

Individuals in
Married-Couple
Families with
Related Children
Under Age 18

1979

1992

1979

1992

1979

1992

Individuals in
Units with All
Members Age 65
or Older

1979

1992

222,893

253,969

23,547

32,381

109,888

107,241

17,623

22,940

Cash income before
transfers

42,783

57,021

11,786

16,679

10,302

13,071

10,564

13,073

After federal transfers
and taxes

22,215

33,118

7,141

12,461

6,867

9,167

2,641

2,715

33.1

30.3

Total population
(thousands)
Number of poor
individuals (thousands):

Percent of poor
individuals removed from
poverty due to:
Social insurance
(including Social
Security)
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9.7

6.5

17.9
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All Persons

Individuals in
Single-Parent
Families with
Related Children
Under Age 18

Individuals in
Married-Couple
Families with
Related Children
Under Age 18

Individuals in
Units with All
Members Age 65
or Older

1979

1992

1979

1992

1979

1992

1979

1992

Means-tested cash,
food, and housing
benefits

16.5

12.3

30.0

17.6

18.7

15.0

6.9

6.1

Federal taxes

-1.6

-0.8

-0.2

1.2

-3.3

-0.3

-0.1

0.0

Total

48.1

41.9

39.4

25.3

33.3

29.9

75.0

79.2

Cash income before
transfers

122,875

169,050

30,003

44,599

16,425

21,382

41,873

51,932

After federal taxes
and transfers

35,176

55,250

9,153

17,106

7,045

9,065

4,125

4,539

48.2

44.2

Poverty gap (millions of
1991 dollars):

Percent reduction in the
poverty gap due to:
Social insurance
(including Social
Security)
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All Persons

Individuals in
Single-Parent
Families with
Related Children
Under Age 18

Individuals in
Married-Couple
Families with
Related Children
Under Age 18

Individuals in
Units with All
Members Age 65
or Older

1979

1992

1979

1992

1979

1992

1979

1992

Means-tested cash,
food and housing
benefits

23.2

23.4

55.1

49.4

28.0

31.2

7.3

4.9

Federal taxes

-0.4

-0.3

0.2

1.0

-0.3

1.4

0.0

0.0

Total

70.9

67.3

69.5

61.6

57.1

57.6

90.1

91.3

Cash income before
transfers

19.2

22.5

50.1

51.5

9.4

12.2

59.9

57.0

Plus social insurance
(other than Social
Security)

18.3

21.4

49.1

50.5

8.7

11.2

58.7

55.8

Plus Social Security

12.8

15.6

45.2

48.2

7.7

10.3

19.1

15.3

Plus means-tested
cash transfers

11.6

14.5

40.3

45.2

7.7

9.6

17.1

14.1

Poverty rate (in percent):
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All Persons

Plus food and
housing benefits
Less Federal taxes
Total reduction
in poverty rate

Individuals in
Single-Parent
Families with
Related Children
Under Age 18

Individuals in
Married-Couple
Families with
Related Children
Under Age 18

Individuals in
Units with All
Members Age 65
or Older

1979

1992

1979

1992

1979

1992

1979

1992

9.7

12.9

30.2

39.1

5.9

8.5

15.0

11.8

10.0

13.0

30.3

38.5

6.2

8.5

15.0

11.8

9.2

9.5

19.8

13.0

3.2

3.7

44.9

45.2

Source: House Ways and Means Committee, 1994 Green Book: Overview of Entitlement Programs: Background Material and Data on Programs
within the Jurisdiction of the Committee on Ways and Means, WMCP 103-27, Washington, D.C: Government Printing Office, pp. 1171-1180.
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III. Redesigning the Welfare State: Opportunities for the Future

Hot Changes in a Cold, But Shifting Climate:
Reforming Social Policy and Forecasting a New Political Season in Canada
Michael J. Prince
Introduction
This paper offers a Canadian perspective on the challenges of changing social policy and redesigning
the welfare state in the 1990s. I have been invited by the conference organizers to assess the impacts
of recent social policy changes on citizens and clients, with an accent on the positive opportunities
these changes can or might bring. My intent is to focus on a handful of major alterations in the social
safety net, and through a mixture of analysis and scenario-building, look ahead into the early years
of the next century. What actions have been taken by government in this decade in reforming social
programs and services? What is the state of the Canadian welfare state today? What have been
consequences for program recipients and, more generally, for citizens and communities? I wish to
expand my invitation to include a critical consideration of the opportunities being closed down as
well as being created by redesigning the welfare state. In other terms, how has the social contract
between Canadians and their governments been modified, and what lessons can be drawn from this
experience? This paper is a preliminary assessment of these questions. I hope my remarks will
stimulate others to examine these fundamental issues and the social underpinnings of our respective
countries and shared continent.
The paper has four themes. The first is that the welfare state has not been stationary. Immense
changes have been made to Canadian social programs in terms of goals, eligibility and financing this
decade. The most significant changes at the national level are the abolition of universality in income
security programs for seniors and for families with children; the contraction and then conversion of
Unemployment Insurance to Employment Insurance; and the restructuring of federal transfer
payments to the provincial and territorial governments for health care, post-secondary education,
social services and welfare benefits. The second theme is that reforms to social policy and the welfare
state in Canada are hot changes. Efforts by governments to consult on, contemplate and enact social
security changes inevitably raise the political temperature. There has been a good deal of boastful talk
and critical rhetoric, hot air if you will, about such changes. Both the political dialogue and the policy
deeds raise anxieties of cuts biting into benefits and services, and generate strong feelings about
programs and the proper role of the state. Virtually every change to a social program today provokes
some opposition if not controversy, frequently landing a government or cabinet minister in hot water.
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My third theme is that reforms to social policies have differential results and hence differential
impacts on various groups in Canadian society. Particular reforms generate specific gains and losses.
A number of different obstacles and opportunities are at work in the process of redesigning the
welfare state, impacts not entirely played out nor fully understood. The fourth theme is that
prevailing fiscal conditions and political attitudes are changing, as we move out of the deficit politics
of the last 15 years into a post-deficit period, suggesting a more favourable climate for improving
social programs and the quality of life of Canadians.
Canada's Welfare State in a North American Context
Following on the 1989 Free Trade Agreement (FTA) between Canada and the United States, the
North America Free Trade Agreement (NAFTA) of 1994, between Canada, Mexico and the United
States, formalizes the economic linkages of our continent as a regional trading block. In contrast to
the FTA, which was the major issue in the 1988 federal election in Canada with deep concerns over
job losses, sovereignty, and the future of domestic cultural industries and social programs (Doern and
Tomlin, 1991), the NAFTA provoked little public debate or political controversy in the 1993 federal
election, though it was an issue in the 1992 American elections. These trade pacts represent, among
other things, the further liberalization and integration of the continental economy (Gwyn, 1996).
Canada, Mexico and the United States have predominantly service sector economies and, despite
many differences, are experiencing some common trends in their labour markets. A recent
comparative profile (Steinberg and Vicario, 1997) offers evidence of polarization in the labour
markets of all three countries in terms of hours of work, types of work, education and skill levels,
income distribution and earnings. Workplace downsizing is occurring in labour markets throughout
North America, creating unemployment, dashing career plans, and changing skills required for jobs
remaining and jobs re-engineered. A 1990 report by the now defunct Economic Council of Canada
entitled Good Jobs, Bad Jobs called public and media attention to a widening disparity in the quality
and security of jobs available for many Canadians in the middle and working classes. More and more
work was becoming "nonstandard employment", that is, temporary, part-time, self-employed and
multiple job holders.
A 1994 discussion paper by the Canadian government on reforming social programs (Human
Resources Development Canada, 1994:9) frankly noted that in the past 15 years, "our society
increasingly has begun to be polarized between well-educated, highly-skilled Canadians in demand
by employers -- today's economic elite -- and less educated people without specialized, up-to-date job
skills, who have been losing ground." Other work has examined the bifurcation of Canada into
economically secure and insecure classes. Research by Morissette, Myles and Picot (1995) on
earnings polarization in Canada over the 1969-1991 period found that earnings and wages
inequalities are a structural feature of the economy, and not simply cyclical. They conclude
(1995:24) that this trend is "being driven by growing inequality in the distribution of working time.
More workers are working part-time but, more importantly, more are also working longer than the
usual 35-40 hour work week. In the United States, rising inequality has mainly resulted from a
change in the distribution of hourly wage rates rather than hours worked".
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Such labour market trends in our economies have a direct bearing on social security because several
social benefits, in terms of their access and value, are based on paid employment and occupational
status. This includes benefits regarding pensions, unemployment, disability and workplace injury,
dental care, extended health care, and maternity and family leaves. The availability and adequacy
of these kinds of occupational social programs vary, in all three countries, by sectors of the economy,
size of work places, and whether workers are full- or part-time, unionized or non-unionized,
self-employed or an employee (Armitage, 1996; Moroney, 1991; Nord, 1993).
To address the mobility of workers and citizens across borders in North America and beyond, Canada
has entered into social security agreements over the past 20 years with 32 countries, with
negotiations in progress with at least another 8 countries.1 This is an example of the
"internationalization of public policy" (Doern, Pal and Tomlin, 1996), whereby programs under the
jurisdiction of the federal government are explicitly correlated with like policies in other welfare
states. The purpose of these agreements, from the Canadian perspective, is to co-ordinate the
operation of the Old Age Security program and the Canada Pension Plan with the comparable
programs of other nations that provide pensions for retirement, old age, disability, and survivorship.
The goal is that Canadians working abroad would have the same rights under the social security laws
of another country as the citizens of that country, and that citizens from another country now living
in Canada would not face restrictions on receiving payment of the other country's pensions here. An
agreement between Canada and the United States was among the initial ones signed in the early
1980s, while the social security agreement between Canada and Mexico is one of the most recent,
coming into effect in May 1996 (Human Resources Development Canada, 1997).
As a group, the three North American welfare states have social security systems not as highly
developed nor as generous as most European states (Esping-Andersen, 1990), tending to be more
reluctant, residual and liberal in thinking and action. This difference is apparent in a number of
policy areas, for instance, child care and social housing. Among the three welfare states, Canada is
regarded, at least by Canadians, as the most committed culturally, financially and politically in
attending to socio-economic risks and meeting human needs through public programs and services
for virtually all groups. For many Canadians, what defines and distinguishes us in large part from our
continental neighbours, is our relative emphasis on collective and egalitarian values, expressed
through active governments, in the form of a network of health and social programs (Gwyn, 1996;
McQuaig, 1993). With those programs are significantly higher marginal tax rates in Canada
(Kesselman, 1997), yet also a relatively more comprehensive social policy system. Beyond the
provision of social benefits and services by the welfare state, a major feature of social care and support
in the United States is the role played by the voluntary or third sector, in a way more prominent and
extensive than in Canada, in providing community services and offering a meaningful avenue for the
exercise of citizenship (Drucker, 1993). And in Mexico, a distinctive characteristic of the mixed
economy of welfare is the coexistence of informal and formal employment (de la Rocha, 1994).
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Canadian Social Policy Reforms in The 1990s
Social programs rarely stand still or are left alone for very long by governments, other institutions or
economic and societal forces. If the 1980s were a period of retrenching social policy in Canada, the
1990s have been a time of restructuring the welfare state itself as well as retrenching individual
programs. Recent reforms have been comprehensive in scale and swiftly introduced, often with little
or no public consultation, thus transforming the overall system of social security in a relatively brief
time, while generating anxieties and cynicism about the changes and the change process. The
network of social policy in Canada has become more targeted, less universal in scope; more onerous,
less generous in benefits; and more provincial, less federal in governmental leadership and presence.
Each of these directions of reform has a client-citizenship dimension, and each is a "hot change" to
at least some segments of the social policy community. Political and public reaction to these reforms,
however, is more intricate than total rejection. Some groups and commentators support one or other
of these trends while simultaneously expressing concerns or outright condemnation for the others.
For this Forum, the content boundaries of the social policy field include social welfare, education
support, social development programs such as on literacy, income security programs for senior
citizens, pensioners and families with children, and (un)employment insurance and labour market
measures. This omits other central policies dealing with Aboriginal peoples, hospital and medical
care, multiculturalism, the arts, immigration, nutrition and school meals, justice and legal aid, the
tax system, and more. Though many of these are policy matters of concern in all three countries,
some are more specific (for example, national health insurance) and or pronounced (for example,
Aboriginal affairs) in the case of Canada. Likewise, some policy sectors are comparatively more
evident in the American welfare state (race relations, grey power, veterans programs) and the
Mexican welfare state (social networks, nutrition and infant programs). Contemporary developments
in the Canadian welfare state and our present state of social policy has been fairly well chronicled
by academics, activists, journalists and think tanks (Battle 1996; McQuaig, 1993; Pulkingham and
Ternowetsky, 1996; Rice and Prince, 1993; Shragge, 1997).
In this paper, I outline major changes made recently in four social policy areas: (i) the system of
transfer payments from the federal government to the provinces and territories for financing, to a
significant degree, health care, post-secondary education, social assistance and social services across
the country; (ii) federal labour market programs; (iii) (un)employment insurance; and, (iv) and the
Canada Pension Plan. The direction of changes in the first two of these policy areas is a
strengthening of the provinces/territories relative to the federal government. Changes to the
(un)employment insurance program demonstrate the move toward a less generous and inclusive
social insurance safety net, as do reforms to the Canada Pension Plan. These patterns are evident in
other areas as well, such as social housing (Prince, 1996). For each policy reform under examination,
I will consider their implications for clients.
The Canada Health and Social Transfer
The most striking and fundamental development in Canadian social policy for 30 years was the
announcement of the Canada Health and Social Transfer (CHST) in 1995 by the federal
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government and its formal introduction in 1996. The CHST replaces the previous arrangements of
federal transfer payments for social assistance and social services, under the Canada Assistance Plan
(CAP) created in 1966, and for health and post-secondary education under the Established Programs
Financing (EPF) agreement first formed in 1977, with a single block fund of a smaller amount, in the
name of federal restraint, and with fewer federal conditions attached, in the cause of "flexible
federalism". Federal cash transfers to the provinces and territories through the CHST substantially
decline to the year 2000, and then are to stabilize at a much lower level by 2003, the final year of the
new funding arrangement. Total federal cash transfers for these strategic social policy fields will
decline by 30 to 35 per cent. To provide a degree of budgetary certainty, a cash floor has been
included to ensure that the CHST transfer will total at least $11 billion a year over the five year
agreement. This bottom line of cash transfers makes the CHST, for the next several years, an
established part of Ottawa's program expenditures and our system of fiscal federalism. It does not
prevent, however, any unilateral actions by the federal government to increase or reduce this
commitment. During the recent federal election, the Prime Minister announced that a new Liberal
government would raise the cash floor of the CHST from $11 billion to $12.5 billion. This will
increase cash payments to the provinces and territories by $700 million in 1998-99, $1.4 billion in
1999-00 and 2000-01, $1.3 billion in 2001-02 and $1.2 billion in 2002-03.
In partial response to the current drive of the provinces for greater autonomy and authority in social
policy, the federal government under the CHST intends to uphold the core principles of our national
health insurance system as before, but with respect social assistance and social services, only one of
the five principles under CAP -- access to welfare payments without minimum residency
requirements in a province -- is retained.2 This change raises serious concerns about the future of
social assistance and social services previously funded under the CAP, including the shelter
allowance component of welfare. The following worries have been raised:
1. The substantial and continual decline in federal social transfers by itself exerts additional financial
strain on provincial and territorial governments to cut social assistance rates for basic needs and
special assistance. "Tax increases at the provincial level are also a possibility," notes Tom Courchene
(1995:68), "although the pressures that consumers, taxpayers, capital markets, and bond-rating
agencies brought to bear at the federal level for expenditure paring rather than tax increases are now
being shifted to the provincial level."
2. The move to a block fund from a cost-sharing arrangement with matching federal funds means the
loss of a direct incentive to the provinces, territories and municipalities to support and develop
income assistance and social services. Indeed, the block funds need not be allocated to these social
program areas at all. With the removal of cost-sharing, James Rice (1995:198-99) argues that, "we
can expect to see provinces reducing their support for welfare programs by altering eligibility
requirements or reducing benefit levels [or both]. Competition for investment dollars, changing
provincial agendas and a fracturing of interest group support over 10 provinces will undermine the
commitment to welfare at the provincial levels." Allan Maslove (1996:290) makes a similar point
that, "from the perspective of a provincial government the relative cost of putting money into welfare

North American Institute Forum – Winnipeg 1997

129

The Challenge of Change in Social Policy: North American Perspectives

rather than other activities has increased, and we might expect to see welfare spending cutbacks as
a result."
3. The loss of the CAP means the loss of a specific statutory base and standards at the national level
for social services and welfare. This relinquishment of a federal role raises concerns among some
Canadians, in light of workfare (Shragge, 1997) and privatization initiatives, about the future of the
right to assistance for all persons in need, the right to appeal decisions made by provincial/territorial
or municipal authorities in relation to income support, and the status of non-profit provision of social
services under the CHST. To date, no jurisdiction in the country has replaced its needs test as the
criterion for determining eligibility for welfare (National Council of Welfare, 1997:7). There is the
related policy question of which government or governments will fund and which will deliver social
assistance to Aboriginal peoples and communities (Moscovitch and Webster, 1996).
4. Placing federal transfer for social services and income assistance into a single block fund with
health and post-secondary education will increase competition among these program areas, and on
a very unlevel political field. In the words of the Canadian Council on Social Development (Clark
and Carter, 1995:27-28):When competition for a diminishing pool of funds intensifies, social
assistance and services may well be at a disadvantage. A considerably more powerful upper- and
middle-class voice, perceiving much at stake in cutbacks to health and post-secondary education,
would no doubt be far more influential than the more fragmented and often vulnerable population
that relies on social assistance and services -- when, in fact, all Canadians benefit from these services
directly or indirectly -- it is unlikely that many would feel inclined to passionately defend them, as
they might do for health or post-secondary education. And, in making tough budgetary choices,
provincial governments would be less likely to direct adequate resources to any area of policy with
low visibility or lacking public support.
5. As an open-ended matching grant program, the CAP involved Ottawa in sharing the costs of
offsetting the impact of economic downturns on provincial, territorial and municipal welfare rolls.
As a closed-ended block fund, the CHST lacks this stabilization feature. It does not provide for the
cyclical nature of social assistance expenditures which occurs broadly in line with the ups and downs
of the economy. As Ken Battle (1996:15) explains, "The pressure on the provinces will worsen during
recessions, when welfare caseloads in particular increase as rising unemployment forces many jobless
Canadians onto the welfare safety net because they exhaust their Unemployment Insurance or do
not qualify for the latter, which in any case will be harder to get under the new Employment
Insurance system. The federal government will no longer come to the rescue to pay half the cost of
rising welfare bills."
6. Another critical issue, essentially ignored in the debate over the CHST, is the fact that the CAP
was the primary national policy for addressing housing needs and was also an important vehicle for
supporting home-based support services. Over half of direct public expenditures on housing in
Canada have been through the shelter component of social assistance programs, 56 per cent in
1995-96, for example (Fallis et al., 1995). Will the new CHST encourage integration or isolation
between social assistance and social housing programs? What is going to happen to the homemaker
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services, once cost-shared under CAP, that enabled seniors to live at home; to the attendant services
that help people with disabilities with activities of everyday living; to the respite services for parents
caring at home for children with severe disabilities; or to the rape crisis centres for women? And what
is to happen to the 7,000 plus homes for special care for the aged, for battered women and their
children, for people with disabilities, and for people with alcohol or drug addictions? Cutbacks to
already inadequate shelter allowances in welfare systems, as happened in some provinces prior to the
CHST, certainly mean further hardships for the three million people on welfare in Canada, 10 per
cent of the country's population (National Council of Welfare, 1997).
Early developments under the CHST point to at least one trend. "Everywhere, municipalities are
bracing themselves for cuts in transfers from their provincial governments, as the provinces pass on
the cuts in the federal transfers. At the same time, they are being asked to take on an increasingly
important role in implementing and even designing social policy. This suggests that we may see even
wider variations in social welfare programs in the future, not only among provinces, but also among
municipalities within each province" (Clark, 1996:4).
labour market agreements as flexible federalism
From being a supplement to macroeconomic policy in earlier decades (Doern and Phidd, 1983),
labour market policy is now explicitly a component of social policy debates in Canada and viewed
as part of supply-side social programming (Prince and Rice, 1989). The labour market policy field
deals with developing and adjusting the supply and demand of labour, and the institutional context
of labour relations, in association with trends and issues in the Canadian economy and international
setting. In the 1990s, labour market policy has been directly influenced by political efforts at
amending the Canadian constitution and transferring further powers and resources from the federal
government to the provinces. Labour market policy reform has also been affected by the move away
from Keynesian management of the aggregate demand for labour at the national level, and the belief
that Canada's economy today is a series of loosely connected regional and urban economies. A
notable example of this is the change to federal minimum wage legislation in 1996, the first increase
in the federal rate in 10 years. From being a standard $4 per hour across the country, the federal rate
is now adjusted to the general adult minimum wage rates in each province and territory in Canada.
This has resulted in increases in federal minimum wages in each jurisdiction, ranging from a 19 per
cent rise in PEI and Newfoundland to a 70 to 75 per cent increase in Ontario and British Columbia.
This is an illustration of the regionalisation of a national policy. These increases affect the lowest
paid workers in private sector industries which are interprovincial or international in scope, such as
banks and telecommunications, and some federal Crown corporations (Human Resources
Development Canada, 1996).
A more significant case of regionalising has been the federal government's commitment, officially
expressed by the Prime Minister shortly after the Quebec referendum of October 1995, to withdraw
from several aspects of labour market policy including training and employment-related measures.
Human Resources Development Canada (HRDC), the lead federal government department for
labour market activities, is shifting much of their traditional role in helping people develop skills for
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employment and find jobs, to the provincial and territorial governments as well as Aboriginal
associations, through bilateral agreements. This withdrawal includes apprenticeship programs,
cooperative education, direct purchase of training, and workplace-based training. The federal
government maintains a prominent labour market policy presence by virtue of the Employment
Insurance (EI) program, the Canada Labour Code (which deals with collective bargaining, health
and safety, and other workplace issues in federally regulated industries and the federal public service),
control over information on job opportunities across Canada, and human resources programs for
people facing economic and social disadvantages such as youth, unemployed older workers, and
people with disabilities.
Between September 1996 and April 1997, Ottawa has negotiated bilateral labour market agreements
with eight provinces and several Aboriginal authorities. Agreements have been made with the
following provinces: British Columbia, Alberta, Manitoba, Quebec, New Brunswick, Nova Scotia,
Prince Edward Island, and Newfoundland and Labrador. Most of these agreements are for three years
(those for BC and PEI are for five years) and involve the transfer of over $5 billion funded through
the EI Account, and the transfer of 2,000 federal government employees, about 10 per cent of the
HRDC's workforce, to these jurisdictions. National framework agreements have also been signed with
First Nation, Métis and Inuit authorities as well as 11 regional bilateral agreements in the Northwest
Territories for the design and delivery of programs and services by Aboriginal communities.
Under the federal-provincial agreements, the two levels of government are establishing joint
management committees to review current labour market programs and to oversee the
implementation and evaluation of the agreements. Below these management committees, federal and
provincial officials will focus on the coordination and support of local labour market goals. The
immediate clients for services under these new agreements are current and former EI recipients. That
is, someone is eligible for these labour market services if they are an active EI claimant, or were a
claimant within the previous 36 months or within the previous 60 months for reasons of family
responsibilities.3 EI clients are eligible, under the agreements, for a range of benefits and support
measures intended to assist them in gaining work. These include employment counselling services;
job creation partnerships; self-employment assistance; skills loans and grants; and, targeted earnings
supplements and wage subsidies. In addition, provincial governments have a realm of programs for
enhancing the employability of people who are recipients of social assistance. These encompass
assessment services; career planning for single parents; employment resource centres; literacy
training; and, vocational rehabilitation for persons with disabilities. The actual mix of labour market
programs will vary across the country, recognizing differences in local economies, community
traditions, and policy priorities of governments.
The new labour market agreements share a number of themes and principles regarding service
delivery and expected impacts for clients. By expanding provincial, territorial, and Aboriginal
responsibilities in labour market policy, one intent of these agreements is to reduce duplication in
employment services with the federal government through such measures as integrated case
management of people on EI, social assistance and other provincial programs. Another intent is to
increase cooperation among governments, employers, unions and community organizations in
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developing responsive approaches to labour market needs at local levels. In terms of service to the
clients, the agreements speak of offering convenient access to programs through the co-location of
services; providing prompt, courteous and accurate services; and, emphasizing the individual
responsibility of clients by involving them in decisions for the management of their own "case plans".
There are no provisions in the agreements for the representation and participation of clients in the
management committees or in the accountability and evaluation mechanisms. The agreements seem
to be more about administrative federalism and intersectoral partnerships than client control and
empowerment.
A set of national policy standards, though, are embodied in the agreements: There are no residency
requirements for access to these programs and services. Assistance is to be provided in either of
Canada's official languages, English and French, where there is sufficient demand. And programs and
services are to be responsive and supportive to the needs of the four groups designated under the
federal Employment Equity Act, namely, women, Aboriginal peoples, visible minorities, and persons
with disabilities. In a sense, these constitute a set of procedural and substantive rights of claimants.
The agreements also include evaluation processes for jointly establishing targets to gauge expected
results. In brief, these targets relate to measuring the number of EI claimants who have access to
provincial services each year, the number of EI claimants returning to paid employment, and any
savings to the federal government's EI Account. For the provinces, a related desired outcome is to
reduce people's dependency on welfare as measured by the size of welfare caseloads and expenditures
in their jurisdiction. These targets and language reinforce old beliefs that reliance on a social service
or benefit is a form of dependency, with the negative connotations commonly attached to the client
of inactivity, personal inadequacy and being a public burden.
the new Employment Insurance system
The central labour market policy reform of the 1990s has been the cuts applied to the
Unemployment Insurance (UI) program and then the replacement of that program by the EI system
in 1996. Under federal Conservative governments in the 1988 to 1993 period, UI was subject to two
bouts of reductions, and employers and employees were subject to a series of premium increases
necessitated by Ottawa's withdrawal from financing key elements of UI.4 Eligibility requirements were
raised, the maximum duration of benefits was shortened, and the relative value of benefits was
reduced, with the earnings replacement rate lowered in 1993 from 60 to 57 per cent of insurable
earnings. Under the federal Liberal government of 1993-1997, the UI was restrained further and
restructured into the new EI system. Important features of EI include the following:
!

Every hour of work is insurable so that income benefits are now based on hours rather than
weeks worked, a more flexible and inclusive measurement of work effort. Workers have a full
year to build up the minimum number of hours to qualify for benefits, from 420 hours to 700
hours or the equivalent of 12 to 20 weeks, based on a 35 hour week. The actual number of hours
needed depends on the unemployment rate of the region in which the individual claimant lives.

!

Benefits are lowered from 57 to 55 per cent of a person's insurable earnings, though for lower
income claimants with dependents, the earnings replacement rate was raised to 60 per cent.
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!

Consequently, the maximum weekly benefit decreased from $448 to $413 and is frozen at that
level until 2000.

!

The maximum duration of benefits is reduced from 50 weeks to 45 weeks.

!

Claimants with an annual income of $48,750 or more have to reimburse up to 30 per cent their
benefits to the federal treasury, thus weakening the connection between premiums paid and
benefits retained, a connection integral to social insurance programming.

!

Premiums paid by workers and employers, following three increases in the early part of the
decade, have been modestly reduced in 1996 and 1997, with another small decrease planned for
1998. Despite these small reductions in premiums, the EI Account is accumulating a large
surplus, to reach $12 billion by the end of the 1997-98 fiscal year, because of other cuts to the
program. In the future, a substantial surplus should help avoid premium increases in response
to a recession; in recent years, the surplus has been used by the government to help reduce the
federal deficit.

!

A Family Income Supplement of up to $413 a week provides additional benefits to EI claimants
whose families have an annual income of less than $26,000.

!

A three year, $300 million Jobs Fund has been established to assist individuals in high
unemployment regions during the phase-in of the new EI system.

The consequences of these changes for claimants and communities are multiple, major and mixed.
On the positive side, with eligibility based on hours worked, an estimated 500,00 part-time workers
will be able to insure their income against the risk of job loss. For low-income claimants with
dependents the earnings replacement is marginally higher at 60 per cent, and the Family Supplement
will increase benefits by 12 per cent. For claimants receiving benefits of less than $200 a week, they
can earn up to $50 a week without losing any of their benefits. Direct assistance is to be provided to
approximately 400,000 unemployed individuals in preparing for and finding a new job or starting
their own business. This assistance is to be available through five types of employment benefits: wage
subsidies, earnings supplements, self-employment assistance, job creation partnerships, and, where
provincial governments agree, skills loans and grants to some unemployed workers. The federal
government has estimated that by 2001-02, EI income benefit costs will be about $2 billion a year
less than now, and that from those savings $800 million will be allocated to these five employment
benefits. In response to regional economic disparities and the politics of Canadian federalism, Ottawa
has also said that these benefits will be targeted in such a way that the cuts in EI will amount to no
more than seven per cent in each province. Once fully implemented, the government expects the
new EI system to create between 100,000 to 150,000 jobs a year (Human Resource Development
Canada, 1995). Another positive feature is that small businesses will receive a refund of one-half of
any premium increase over $500 in 1997-98 and one-quarter in 1998-99.
On the contrary side, there are a number of concerns for workers, especially those in seasonal
industries, and clients. Work requirements have been raised by 133 per cent from the previous 180
to 300 hours equivalent to between 420 and 700 hours within the last 52 weeks, depending on the
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unemployment rate in the claimant's region.5 There are two important exceptions to this regional
rule. One is that people entering the work force for the first time or re-entering the work force after
an absence of two years will require a minimum of 910 hours of insurable employment to qualify. The
other exception is that to qualify for sickness, maternity or parental benefits, all of which are of
special importance to women, a person will usually require 700 hours of insurable employment in the
past year regardless of the regional rate of unemployment. Thus, all claimants have to work much
longer to qualify for benefits, and some longer than others. A new "intensity rule" will reduce benefits
of EI claimants based on the frequency of their reliance on the program over the immediate past five
years. A floor is guaranteed, though, that benefits will not drop below 50 per cent of insurable
earnings.
Due to the repeated cuts to UI/EI through the 1990s, the proportion of unemployed Canadians who
actually receive regular insurance benefits has dropped dramatically from 87 per cent in 1989 to 43
per cent of unemployed Canadians in March 1997; in the industrial heartland of Ontario the social
insurance net has shrunk to offering income protection to only 36 per cent of unemployed people
(Beauchesne, 1997; Muszynski, 1996). This is a shocking development given the fact that the official
national rate of unemployment in Canada has not been below eight per cent since 1989 and has
averaged 10 per cent for the 1990s so far. The incredible shrinking protection offered by the EI
system intensifies the anxieties of many Canadians in insecure jobs or industries.
The new EI system is the most important set of changes to this policy area in 25 years. By
constraining the basic income protection function and at the same time allocating some of the
savings from the cuts to employment measures, the Canadian government is transforming the system
from what conventional rhetoric calls a passive safety net, catching those temporarily unemployed,
into a springboard, helping claimants into the workforce sooner. To take advantage of this
"pro-employment system", however, many claimants must work longer to become eligible; and they
are collecting lower benefit amounts, for shorter periods of time. In comparison to Mexico and the
United States, Canada's national system of social insurance against temporary unemployment still
provides a higher level income protection, to a marginally higher proportion of those unemployed
(43 per cent in Canada compared to 32 per cent in the United States), and for a longer maximum
duration (Steinberg and Vicario, 1997:139-40). But against our own social policy modern history,
the new EI system is less beneficent and inclusive than the old system. The federal government has
been, and will continue to be in the new Parliament, under political pressure from high
unemployment regions of the country, in particular Quebec and the Atlantic provinces, to liberalize
rules on eligibility and benefits for seasonal workers.
reforming the Canada Pension Plan
In North America, South America, Europe and elsewhere, issues of the sustainability of pension
schemes are pressing on governments' agendas as decision makers are engaged in what a recent
World Bank report calls Averting the Old Age Crisis. In Canada, the most recent national pension
debate of the mid 1990s, reflects this international theme, emphasizing the fiscal limits of the state
and the financial distress anticipated for the Canada Pension Plan (CPP) and other old age benefit
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programs. The CPP is one of Canada's basic and most cherished programs for ensuring that elderly
people have funds to live on during their retirement. It is a defined benefits pension scheme,
established in 1966, whereby a contributor receives an entitlement to benefits that are predefined and
that do not have a direct or strong link to that individual's contributions. CPP coverage is mandatory
for virtually all paid members of the Canadian labour force, both employees and the self-employed,
between ages 18 and 70. Contributions to the CPP are made equally by employers and employees.
The amount of that contribution is based on the individual's earnings between an upper and lower
limit. Self-employed workers pay both the employer's and the employee's contribution. In 1997, an
employee is required to contribute 2.9 per cent of contributory earnings to the CPP, with the
employer providing an equal amount.
The CPP is run as a pay-as-you-go system, which means that current contributions are first used to
pay current benefits and operating expenses. An amount equal to the estimated expenditures of the
next three months is always held in reserve. Anything remaining is added to the CPP Investment
Fund to generate revenues. Until the latest reforms announced earlier this year, the fund was limited
to purchasing securities of the provinces in proportion to the contributions made by the residents of
each.6 As an established arrangement for planning for and producing retirement income, the CPP
is a social contract across generations, periodically requiring Canadians to decide what the balance
should be between present and future generations. The CPP is also a federalized social contract based
on shared constitutional jurisdiction between the federal and provincial legislatures. Amendments
to the CPP, for example, require the federal government obtaining the support of two- thirds of the
provinces which, together, constitute at least two-thirds of the population of Canada.
Despite the CPP's popularity and benefits for a measure of income security in retirement, the question
raised in recent years by various governments and private groups has been its sustainability. From the
present contribution rate of 5.85 per cent of earnings up to $35,000, under the existing legislated
schedule CPP contributions were to rise to 10.1 per cent by 2016. According to the CPP's chief
actuary, however, the plan's fund would be depleted by then, and contribution rates would have to
increase to 14.2 per cent by 2030. What must be done to ensure that retired Canadians continue to
have protection from meagreness in old age and at the same time that a relatively smaller work force
in the early decades of the next century do not resist paying high contributions? The official answer
came earlier this year. A federal-provincial consensus on a package of reforms to the CPP was
announced by Canada's Finance Minister in February 1997 (Finance Canada, 1997). In brief, the
reforms involve raising the contribution rates for funding the plan, altering the investment policy to
earn higher returns, and trimming benefits for future pensioners in order to slow the growth of costs.
The reforms agreed to by Ottawa and eight provinces (the British Columbia and Saskatchewan
governments dissenting) seek to moderate the impact of the costs that would fall on future
generations of workers and employers in the form of historically high contribution rates, while also
shielding present seniors from any cuts to their existing benefits. Today's senior citizens, therefore,
have little to fear from these reforms to the CPP. All retired pensioners or anyone age 65 as of 1997,
about 3.6 million people, will not be affected. CPP benefits will remain fully indexed to inflation and,
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unlike in United States and other countries, the retirement age of 65 for full pension remains
unchanged.
Starting in 1998, working Canadians will pay more in CPP contributions, with rates rising to 9.9 per
cent of contributory earnings in 2003, a 69 per cent increase. In contrast, the pre-existing schedule
of CPP rates projected an increase to 7.35 per cent of pensionable earnings in 2003, a 26 per cent
rise. CPP contributions will climb to a maximum of $1,635 a year in 2003 from the present top rate
of $945. The federal-provincial view is that with this acceleration of contributions now, generating
a large reserve fund for investing in capital markets, the rate then could remain at this level instead
of rising to far higher levels. The financial impact on today's working Canadians is that near seniors
(aged 60 to 64) will pay higher than formerly anticipated contributions for a few years, while pre-baby
boomers (people in their 50s) and especially baby boomers (presently in their 30s and 40s) will pay
steeper rates for significant periods of their working lives. Generation Xer's (people in their 20s,
behind the dominant boomer cohort) in the labour force will pay higher CPP rates sooner than
previously planned, but not as high as would have been necessary in the second and third decades
of the twenty-first century.
For all of these non-senior groups, certain benefits under the CPP will be reduced. Retirement
pensions will be based on the average of maximum pensionable earnings over the last five working
years rather than the last three, as had been the case, with the effect of lowering maximum benefits
by $144 a year, a cut slightly more than the planned increase of the planned new Seniors Benefit
program for low- and modest-income seniors (Prince, 1997). The CPP's death benefit, a one-time
payment to the estate of a deceased CPP contributor, will be reduced from $3,580 to $2,500 and no
longer indexed to the cost of living. The eligibility for, and administration of disability benefits are
also becoming more restrictive. Finally, the yearly basic exemption, which is $3,500 and fully indexed
to wages, will be frozen at that amount. Until now, contributions were made on only pensionable
earnings above the exemption. This change adversely affects low-income and many part-time
workers who, over time, will pay disproportionately more of their salaries as CPP contributions.
While freezing the basic exemption may sound like a minor technical change, it is an example of
social policy reform by stealth. No longer indexed to the average industrial wage, the basic exemption
will gradually decline in actual value, even though in nominal terms (current dollars) it will appear
to be the same. The result is a steady lowering of the real exemption each year, imposing what
amounts to a hidden payroll tax increase on lower-income earners.
With this distribution of gains and losses, it is understandable why these reforms to the CPP have
evoked little concern among present pensioners and seniors organizations. The large majority of
today's seniors have nothing to fear from the reforms, with their promised protection of benefits and
rules. It is today's workers, seniors of the next generation, who will experience cuts. By introducing
cutbacks with considerable time lags, this process of changing social policy offers governments a
political advantage -- the minimizing of political opposition -- though not an immediate financial
one. As Paul Pierson (1997:279) has noted of pension reform across industrial countries, "most of
the successful efforts to trim public sector pension obligations have taken the form of long-term
revisions that phase in very gradually, often in ways that affect only future retirees." In one sense, this
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approach to reforming the CPP is more a cool policy change than a politically hot one. In another
sense, though, the faster increases in CPP contributions have prompted business groups and some
provincial governments to renew their lobbying efforts to pressure the federal government to lower
EI premiums much more than the recent small reductions.
Taking Stock And Looking Ahead
Before forecasting what may lie ahead, I want to briefly take stock of these recent social policy
changes. The welfare state in Canada has endured but today it is not the same welfare state as of 15
or even five years ago. It is, and always has been, a state in process in relation to domestic and
international factors. This paper has focussed on four large-scale social programs, examining their
changing content and resulting consequences for clients and communities. They are among the
decisive episodes of social policy reform in recent times. While they are distinctive program areas,
they are linked together politically if not programmatically for governments and for clients. They are
all core activities of the contemporary Canadian welfare state, though within the CHST are the
universal sectors of health care and post-secondary education coupled with the more vulnerable,
residual sector of social assistance. They all have intergovernmental dimensions of some kind, and
provincial governments have been among the most vocal and harshest critics of these federal reforms,
most notably the CHST. Through these and other changes, the Canadian government's role in the
labour market and federalism has undergone redefinition. Each program area has been transformed,
some more radically (such as the CHST) than others (such as the CPP or labour market agreements),
but none has been left untouched. Each is a case of social program reform in an era of austerity,
subject to government retrenchment as well as policy redesign.
Each social policy reform has generated gains and losses, and included provisions for buffering the
effects of losses on at least some clients or communities. Some reforms offer benefits to low-income
and part-time workers, EI for example, but other reforms, such as to the CPP, impose burdens on
these same groups. In a similar way, payroll contributions for funding the EI have been going down
gradually in recent years, but at the same time contributions for the CPP are rising. This points to the
need to consider the interaction of programs and services on clients to determine whether they are
better off or not. A related conclusion is that there are many kinds of social policy clients. There are,
of course, the current users of programs and services. There also are former claimants which, as in
the case of the EI system, may be entitled to access services one, two or in certain cases five years
later. The CPP reminds us that there are future clients with expectations and rights associated with
a program that extend decades ahead. As social insurance programs funded by contributors, both EI
and the CPP have employees and employers as keen stakeholders, if not clients, along with current
recipients of benefits. Moreover, provincial and territorial governments and Aboriginal organizations
are beneficiaries of the new labour market agreements in terms of resources and responsibilities.
Under international social security agreements, the concept of client extends to Canadians working
abroad and citizens from signatory countries living in Canada.
The consequences for clients of the reforms in the four social policy fields can be summarized, as in
Table 1. It can be seen that there are both positive and negative consequences, short term and longer
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term effects. This assessment is admittedly based on preliminary estimations and value judgments.
Depending on one's beliefs about human nature, the role of government and the state of the
economy, the reforms contained in the new EI system, for example, may be seen as offering
opportunities to tens of thousands of unemployed Canadians to find work or they may be seen as
creating additional barriers for people to access income protection, job creation and training
measures. Whatever the assessment, a major goal of the federal government in making these changes
to social policy was to reduce or restrain program expenditures now and into the future. These
reforms all took place in a frosty climate of high budgetary deficits at the federal level. Government
deficits in Ottawa and the provinces have loomed over discussions of social programs for the past 15
years. Governments at both levels have pursued deficit reduction through different combinations of
tax increases, privatization moves and program spending cuts, with different records of political and
financial success (Prince, 1994; Maslove and Moore, 1997).
Table 1: Social Policy Reforms and their Consequences for Clients
Social Policy Fields

Consequences for Clients

Canada Health and Social
Transfer (CHST)

- threatens clients rights to social assistance- weakens status of
welfare in provincial budgets- widens variations in welfare
programs within and across provinces

Labour Market Policy and
Agreements

- federal minimum wage rate increased and adjusted to rates in
each province/territory- more convenient and responsive
services- more emphasis on individual responsibilities- few
apparent avenues for user participation

Employment Insurance (EI)

- higher eligibility requirements- lower benefits for fewer weeksmany part-time workers now covered- yet overall smaller share
of unemployed receive benefits- in a future recession more
people will go on welfare because they won't qualify for EI or
will have exhausted their benefits?

Canada Pension Plan (CPP)

- no cutbacks or changes for current seniors- higher
contribution rates for current and future employees, employers
and self- employed- moderately lower benefits for future
seniors(everyone under age 65 as of 1997)

The deficit issue promoted a powerful deficit politics in which new initiatives, such as a national
child care program, have been unfulfilled; old federal policy involvements, such as social housing,
have been abandoned; other social transfers and programs, such as the CHST and UI/EI, have been
retrenched and burdens shifted to others; and the voices of welfare state supporters seemed drowned
out.
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Political seasons, however, appear to be shifting. We are moving out of this period of deficit budgets
and politics into a post-deficit era. When the Liberals took office in 1993, the annual deficit for
1993-94 was $42 billion, the highest it had ever been. Over the last four years, they have made
substantial and consistent gains in reducing the federal government deficit. For 1997-98 the deficit
is forecast to be $17 billion, declining to $9 billion in 1998-99, with a balanced budget or surplus a
year or two later. Some economists regard these as conservative estimates and calculate that a surplus
could be a real possibility as soon as 1998-99. Whether next year or the year after, this is a watershed;
Ottawa has not had a budget surplus since 1969-70. The budgetary position of several provincial
governments has also improved considerably and some already have balanced their budgets. With
this enhanced capacity, governments have some financial room to manoeuvre and the prevailing
politics of retrenchment will shift. Budgetary balances and surpluses weaken arguments for additional
cutbacks in social programs, and strengthen the credibility of interest groups in calling for the
rollback of some existing cuts. A post-deficit era promises, to many, to be a new Spring, a season
which Canadian author Lucy Maud Montgomery said, "revives half-dead hopes and faiths and thrills
numbed souls with the elixir of new life".
Since the mid-1980s, Canadians have been told by governments of all partisan persuasions that
deficit reduction was not an end in itself, but only a means to help achieve public policy ends in a
sustainable fashion. Canadians in general still see their governments as having an affirmative
responsibility to address economic risks and social issues. Indeed, during the 1997 federal election
campaign, the Prime Minister said on a number of occasions that the Liberals, in a second mandate,
would allocate half of any budget surpluses to new spending on economic development and social
programs, and the other half to an unspecified blend of tax breaks and paying down some of the
principal on the federal debt. This statement, in the context of emerging surpluses, points to a
growing role of the federal government in the economy and society, and a return, at least partially,
"to the traditional Liberal position in favour of more activist government" (Maslove and Moore,
1997:45). The Liberals' social policy agenda in their second mandate may well include efforts to
develop a national home care program and a national pharmacare (prescription drug) program, and
increase resources to employment measures for youth and to the national child benefit program in
a further step to tackle child poverty. After the cold climate of government restraint for many years,
a warm front of budget surpluses is moving in, promising more favourable conditions for social policy
clients and citizens.
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Endnotes
1. A complete listing of the social security agreements in effect and those under negotiation between Canada
and other countries is available from Human Resources Development Canada's web site,
http://hrdc-drhc.gc.ca/hrdc/isp/internat/abroad.
2. There are five principles associated with the Canadian health care system, also called Medicare, which are
set out in the Canada Health Act, 1984. These are the principles of accessibility, comprehensiveness,
portability, public administration, and universality. The principles or conditions under the Canada Assistance
Act, 1966, were that need be the sole basis for determining eligibility for income support, residency rules were
prohibited, that there be an appeals system on social assistance decisions, that the provinces and territories
commit to data reporting and sharing, and that the federal transfers would go only to supporting the
non-profit provision of social services. Under the CHST like the EPF before it, there are no federal standards
for cost-sharing post-secondary education.
3. Family responsibilities refer to a EI claimant within the previous five years who was paid paternal or
maternity benefits under EI or the former Unemployment Insurance program, subsequently withdrew from
the labour force to care for their new-born child(ren) or one or more children placed with them for adoption
purposes, and is now seeking to re-enter the labour force.
4. The federal government of Brian Mulroney withdrew federal funding of benefits for EI claimants in training
and job creation projects, fisher's benefits, and regionally extended benefits for parts of Canada with relatively
high levels of unemployment. This change ended a 40 year plus policy of funding a portion of UI from general
revenues, placing the entire burden on employees and employers.
5. The relation between regional rates of unemployment and eligibility requirements under the Canadian EI
system (HRDC, 1996b) are as follows:
Regional rate of
unemployment

Required number of hours of insurable
employment in the last 52 weeks

0% to 6%

700

6.1% to 7%

655

7.1% to 8%

630

8.1% to 9%

595

9.1% to 10%

560

10.1% to 11%

525

11.1% to 12%

490

12.1% to 13%

455

13.1% and over

420
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6. This arrangement was part of the federal-provincial deal struck when the CPP was instituted in 1966. The
availability of the fund has been important to the finances of the participating provinces.
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Redesigning the Social Security System
Eduardo Gonzalez
Origins and Evolution
Social security in Mexico originates as a social contract among population groups and the state; it
is functionally defined by law under the following mandates:
!
!
!
!
!

Provide workers with a dignified standard of living after retirement;
Guarantee workers a comprehensive health insurance scheme;
Promote a healthy growth environment for children that allows them to develop their full
potential;
Promote conditions of equal opportunity for women in the workplace;
Seek a safe working environment.

In response to this mandate the Mexican Social Security Institute (IMSS) was created 52 years ago.
Since then, Mexico has experienced a dramatic transformation in its social and economic structure
(as has just been described).
There are four principal areas which affect and encompass social security: labour markets and
organization; trends in family structure; epidemiological and demographic transition; commercial
and industrial transformation. All have altered the circumstances in which IMSS finds itself.
As a result of these changes, IMSS has recognized the need for fundamental reforms in its services
and financial system. The reform agenda includes major changes in all areas, with the central
objective being to renew itself and better respond to the population's social needs.
Social security is an important international policy issue; many countries are undergoing
transformations in the structure and operating systems of social security. In general, these reforms
are motivated by common needs to confront changing social, economic and demographic conditions
worldwide.
Currently IMSS faces severe financial problems which compromise its ability to deliver social security
benefits in the future. The services it offers do not fully satisfy the needs and expectations of the
insured Mexican population. It has therefore become essential to improve the existing structure of
service delivery, in accord with the economic reality of the country.
How is IMSS Organised?
There are currently 4 main areas within the IMSS--Disability, Retirement, Old Age Severance and
Death Insurance (IVCM), with tripartite contributions amounting to 8.5% of payrolls; Health and
Maternity, with tripartite contributions amounting to 12.5% of payroll; Workplace Risks, with
employer contributions of 2.5% of payroll; and Child Care Centres, with employer contributions of
1% of payrolls. In 1992 the Retirement Saving System (SAR), which is not managed by IMSS, was
also enacted, entailing employer contributions of 2% of payrolls. In total, contributions to these
programs amount to 26.5% of payrolls.
North American Institute Forum – Winnipeg 1997
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Reform strategies for these programs include the following features:
!
!
!
!
!

Increase coverage in social security by incorporating informal sector workers and salaried
workers who are still out of the system;
Develop new forms of service which are more adequate to changing social needs;
Transform the decision process and institutional operations in order to improve quality and
responsiveness to clients;
Further institutional transformation and modernization based on cost criteria;
Through social policy, support Mexico's economic reforms.

Why Reforms?
IVCM
IMSS considers that the reform of the IVCM is the most urgent and important part of the reform
package.
Given the increase in life expectancy of the retired population and increase in benefits provided by
the institute, IMSS will not have the resources to satisfy its pension obligations in the future. In the
past, funds from IVCM have been transferred to the Sickness and Maternity fund in order to finance
deficits in that area, a practice which is unsustainable and has threatened the financial viability of
the Institute.
By the year 1999, the Institute's financial obligations to retirees will be larger than its revenues.
From the worker's viewpoint, the manner in which IVCM currently functions is unfair. For example:
!

!
!
!

A worker may work his/her entire life making contributions to IMSS, but if this worker is unable,
for whatever reason, to continue working to the age of 65, this worker currently will lose all of
his/her pension rights.
The amount of the current pension is nearly identical for a worker who contributes to IMSS
his/her entire working life and a worker who contributes only for the minimum 10 years.
The amount of the current pension does not reflect the entire earnings pattern of a worker; the
amount is determined taking into account only the salary of the last five years of work.
Even if desired, there is currently no mechanism under which a worker may make additional
contributions to his/her pension account.

Sickness and Maternity Insurance
Since its inception, this branch of insurance has been chronically underfunded; the resulting deficit
has been financed with funds from the IVCM and Child Care branches.
Only individuals who are salaried workers in the formal sector have access to IMSS. To date, a large
number of salaried and self-employed workers do not have access to IMSS and hence do not have
health insurance associated with their employment.
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The objectives of this reform are to provide increased access and coverage of health services to
Mexican workers and their families and to achieve financial self-sufficiency without increasing fees
from workers and employers.
Work Injury Insurance
The current structure of fees is highly unfair to many firms, because the premium is related to the
industrial activity of the firm and not to its safety record. Therefore, there are few incentives for firms
to invest in modernization and reduce the degree of risk in the workplace.
Child Care Centres
Fertility and family size has declined dramatically and we will continue to observe fewer extended
and more nuclear families with further increases in women's labour market participation, age of
marriage, incidence of divorce and number of female-headed households.
Better paid and educated women are demanding higher quality services for themselves and their
families, and thus the availability of child care centres has become an area of growing importance.
Although this division of insurance was created 22 years ago, it has a very limited coverage: IMSS
meets only 14.5% of the current demand for child care of its female workers. Additionally, the
transfer of funds to finances the deficits in Sickness and Maternity Insurance constrains the ability
of IMSS to increase the supply of child care centres.
The Reforms
Reform consists of modifying the four divisions of insurance in order that the services of IMSS better
approximate the reality of contemporary Mexico.
The New Pension System
Given the needs of a growing worker population, the new system is designed to treat workers fairly
and to guarantee financial viability. The new system will be consistent with the economic and
demographic dynamics of the country and will be an important source of internal saving, a vital
element for Mexico's development.
Under the new system, the four areas of IVCM will be separated to form three separate insurance
schemes, all with tripartite participation (as with the existing IVCM).
1) Life and Disability Insurance (IV) which will replace the existing Disability and Death Insurance
and will also include medical expenses of retirees (2.5% fee).
2) Retirement and Old Age Insurance (RCV) (4.5% fee).
3) Medical expenditures for retirees and disabled workers (1.5% fee).
To the 4.5% RCV contribution from the existing IVCM funds will be added 2% SAR contributions
by employers and 5% INFONAVIT contributions by employers, along with additional social
contributions by governments, all of which will flow into individual retirement accounts. In order to
North American Institute Forum – Winnipeg 1997
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promote adequate management of worker's individual retirement accounts, specialized administrators
of retirement funds will be created (AFORES). Workers will be able to choose their personal
AFORE, taking into account the benefits and returns which are offered.
The structure and administration of the new pension system will provide attractive incentives for
workers to participate in the formal labour market. In the new system, each worker is the 'owner' of
his/her retirement account, independent of whether the worker is currently contributing or not.
The new system thus rewards workers who contribute to the Social Security Institute for a longer
time. As an essential part of the solidarity of the system, the state will guarantee a minimum pension
for workers who remain in the system for the minimum required time.
The money which is deposited in each individual's retirement account will offer real increases in its
value through interest payments and protect pensions from the effects of inflation. Property rights
to pension benefits are completely defined, thus providing security and incentives to increase
voluntary savings in the individual retirement account. The new system is more transparent as each
worker will know the state of his/her retirement account at any given moment. It is also financially
viable, since with individual accounts there can be no disequilibrium between revenues and pension
obligations.
Transition arrangements provide for all participants.
For current retirees, IMSS, with resources from the federal government, will continue paying
pensions, increasing them in accordance with the minimum wage.
Current workers will subscribe to the new system, but at the end of their working careers, will have
the right to choose the pension system they prefer. Individuals may choose between what they have
accumulated in the individual retirement account and the pension that would have been achieved
if the worker had continued contributing under the old system. Thus no worker will be adversely
affected by the transition, as he/she will have the option to choose, at retirement, between the old
and the new system.
New workers will begin their individual retirement account under the new pension system.
Sickness and Maternity Insurance
In the new structure of fees, the government will contribute a fixed amount for each worker, an
amount which will be adjusted according to the consumer price index. Employers will contribute a
fixed fee for each worker, which will be adjusted according to increases in the minimum wage. A
further fee will be established which will be divided between employer and worker contributions. This
fee will be proportional to the workers salary and will apply to all workers who earn three times the
minimum wage or more.
In addition, a new family health insurance scheme will be introduced. For N$135 per month, each
worker and his or her family will have the right to all medical services at the Social Security Institute.
The new financing system for sickness and maternity insurance has several advantages.
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!
!
!
!

The incorporation of self-employed workers, workers in the informal sector and their families
into the Social Security System.
The government contributes in larger proportion for lower wage workers.
The system of contributions is simpler and more transparent, and furthermore reduces the
contributions of workers and employers by 33% on average.
The new system guarantees the financial self-sufficiency of the Sickness and Maternity
Insurance, without increasing the cost to workers or employers.

Work Injury Insurance
In the reformed system, the current classification scheme which is based on groups and degrees of risk
will disappear. Each firm will pay fees according to its own safety record, irrespective of the type of
product or industrial classification. Every year, the fees of the firms will be reviewed and adjusted in
accordance with any changes in their risk experience. Thus, under the new system, firms which invest
in resources which reduce workplace risks and increase competitiveness and productivity will be
recognized and rewarded.
Child Care Centres
A new system of child care centres and social benefits will be created, whereby more resources will
be available to increase child care coverage. The reforms will result in greater geographic coverage,
at less cost, with the expectation that in the medium term at least 50% of the child care demand of
working mothers in IMSS will be met. Thus IMSS will continue providing social services consistent
with the integral purposes of the Social Security Institute.
The Results
Overall, a number of gains from the reforms can be claimed for workers, employers and government.
For workers and their families
Workers' financial contributions to IMSS will be reduced.
A better service will be provided.
The reforms will increase salaries and favour the creation of employment.
A more equitable and transparent pension system will be offered.
The new Family Health Insurance Scheme will bring Social Security to all workers, with the future
objective of increasing services to all of society in order to complete the objective of universal
coverage of the Social Security Institute.
Safety and prevention of accidents will be promoted.
More opportunities for women workers will be created by increasing the supply of child care services.
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For employers
Costs of affiliation to the Social Security Institute are reduced.
Fiscal incentives to increase productivity and employment are introduced.
Productivity increases are encouraged through the redistribution of expenditures in prevention of
risks and accidents.
With the stimulation of internal saving, important resources will be generated and available for
productive investment.
A more transparent and simpler system of financial contributions to Social Security is created.
For government
The reformed system guarantees the financial viability of both the pension and health systems, thus
minimizing future fiscal risks.
Reforms strengthen the role of the state in Social Security, through the increase in financial
contributions.
The reformed system reduces the country's dependence on foreign funds by stimulating national
savings.
Finally, it encourages employment (increasing the tax base), human capital investments and income
redistribution.
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PROGRESA: Integrating and Targeting Social Programs in Mexico
Evelyne Rodriguez
Introduction
As you will have seen from the briefing books and indicators circulated as background to this
meeting, Mexico is doing well in terms of many social indicators, with declining infant mortality and
rising disposable income, on average. In the race between demography and economics, Mexico is,
over the medium term, beginning to see growth of output outrunning growth of the labour force. But
aggregates are not all. We must also look at distribution. I propose to talk with you not about the
aggregate success story of a formerly closed economy undergoing dramatic structural adjustment, but
about the challenge of poverty, not yet a success story.
Fifty-six per cent of Mexico's federal budget, or about 9% of gross domestic product, goes to the social
budget, up from about 50% a few years ago. But still over 20%--maybe 22%, perhaps as much as 26%,
of the population lives in extreme poverty, by which we mean facing outright malnutrition--with
insufficient income to purchase a food bundle adequate to meet basic nutritional needs. We are
talking here about 4.2 million households, maybe 24 million people. Six million people are without
access to basic health care. So social policy faces dramatic challenges as the costs of opening Mexico
to a global economy work their way through the society. Growth by itself is insufficient to deal with
problems of extreme poverty, inequality and regional imbalance.
Our response to this challenge is two-fold. You have heard already from Eduardo Gonzalez about the
reforms of the layer of social programs designed for the population as a whole--the categorical
programs administered by the Mexican Institute for Social Security. As you've heard, these are
substantial reforms in social security, spanning retirement incomes, health, housing, education and
labour training. These broad reforms entail a massive redistribution of income, with costs to
employers and employees dropping, and increased government contributions funded largely by
reductions in government expenditures elsewhere.
I want to talk with you tonight about the other blade of the program, targeted actions for poverty
alleviation.
There are three basic programs involved here; I will concentrate on the third. But just to mention
the other two, we have the well-known Solidarity program, or Pronasol, about which you have
already read much. It was discussed by David Arellano-Gault earlier today. This program was
launched as a major initiative of the Salinas administration, directed toward the development of basic
social infrastructure and institutional capacity-building at community level. For some years the
distribution of resources amongst states and municipalities under this program was highly
controversial. Two years ago we advanced the machinery for distribution significantly, with
allocations to states according to a formula based on a poverty index, and allocations to
municipalities also based on that index. States and municipalities establish their own expenditure
priorities for the resources transferred.
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There is also an Income Opportunities Program designed to address the problem of seasonal
unemployment and income interruptions in the agricultural economies of the rural areas. Some safety
net is needed to offset seasonal drops in income and nutrition. To deal with this problem, temporary
employment programs to build agricultural infrastructure provide 3 or 4 months work each year.
Other programs for rural road building, irrigation and water supply systems and other basic
agricultural technologies meet the same requirements.
The major initiative about which I wish to speak tonight, however, is directed toward human
development, or the building of human capital, which--and this is the key point--we recognize to be
an essential investment in our economy and our competitiveness, as well as an urgent social
imperative. This program is designed as an integrated and comprehensive approach to problems of
extreme poverty. It is intended to assure minimum levels of wellbeing through access to adequate
food and nutrition, basic health services and basic education. The approach is to strengthen and
combine existing programs into one integrated program of investment in human capabilities.
Extreme poverty and investment in human development
In the rural sector, 50% of households are poor. Poor households have more children (5.8 vs 4.3, on
average); they are younger, on average, and have higher dependency ratios. Four out of ten of the
poor are children. Poor women have far higher fertility rates than non-poor; double the infant
mortality rates of non-poor, and generally lack primary education.
Why should it be Finance Ministry or Treasury officials speaking to you about this issue? Why not
Health or Education departments? The answer has in part historical origins. After the crisis of 1995,
there were widespread negotiations leading to agreements or accords (pactos) with labour unions to
deal with adjustment issues. In response to huge pressures to increase prices of basic goods, there were
many proposals to increase existing food subsidies substantially. But food subsidies are very
inefficient. Targeted income transfers would be more efficient both for the consumer and the
government.
To give you an idea of the magnitudes involved, food subsidies amounted to $US1.6 billion last year,
or 1/2% of GDP. Even though 60% of the poor are in rural areas, 77% of resources directed toward
food subsidies go to urban areas (especially Mexico City) where the population are politically active
and more articulate. Sixty-five percent of the resources channelled to general subsidies are ineffective
in reaching the poor.
For a more specific example, consider the general tortilla subsidy, worth about $US800 million per
year, close to half of the total food subsidy. Less than 10 cents of each dollar goes to those in extreme
poverty; 90% of the value goes to the non poor, including a subsidy to foreign consumers like all of
you here at this elegant dinner in Winnipeg.
Further, without purchasing power, poor families cannot take advantage of school opportunities,
follow doctors' recommendations, and so on. Schools experience very high dropout rates for poor
kids, higher still for girls from poor families. Health suffers.
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In summary, more efficient, more targeted income transfer mechanisms are needed to offset the
adverse impacts of price increases on the poor. But selection mechanisms for targeted programs are
difficult; eligibility determinations pose major problems of inclusion or exclusion. Moreover, with a
variety of different agencies, problems of coordination, overlap and duplication arise. Gaps in
coverage emerge.
So the question is raised, why not link transfers directly to health and education- make the transfers
conditional on clinic visits and school attendance rather than pursuing broader subsidy programs?
There are over 200,000 communities in Mexico, 75% of which have a population of fewer than 100
people. These account for less than 5% of the total population, but are highly dispersed and
extremely poor. To deal with the issue it is necessary to break a vicious circle of extreme poverty
which involves nutrition, health and education problems simultaneously. To provide only food by
itself for children with gastro-intestinal problems and worms is simply to feed the worms, not the
children.
In many cases there are problems of unequal distribution within families. Program benefits do not
reach the most vulnerable: children under 5, pregnant and nursing mothers. To seek better health
conditions, targeting within families is necessary. To deal with education, it is necessary to recognize
that the costs for families to send children even for 'free' schooling will often be prohibitive: books,
supplies, clothes and so on involve expenditures impossible for those in extreme poverty.
The objective is to transform the family circumstances. We seek an integrated program assuring
simultaneous access to available services--to create conditions which allow poor families to take
advantage of opportunities which are there and which should be open to them.
Thus we have the following requirements:
!
!
!
!
!
!

Programs should focus on the more needy, with targeted transfers.
They should focus on rural areas with more profound problems, addressing health and education
as well as nutrition.
They should recognize the realities of family structures and the needs of the most vulnerable
within families.
Federal government support should complement, not substitute for, family effort.
The co-responsibility of beneficiaries should be emphasized.
There should be full respect for family decisions.

PROGRESA
The result of our efforts to respond to these needs has been what is now called the PROGRESA
program. For two years pilot projects have been developed. Now we hope to launch the full program
in August of this year, with hopes that it will reduce poverty, fertility, mortality, and health problems,
and increase school attendance and performance.
The program has three main components:
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1. A basic monetary program to support improved nutrition, with the transfer conditional on the
requirement that all family members go to health clinics, medical and counselling services at pre-set
frequencies (declining with age). This transfer, being paid directly to the mother, can be expected
to change the balance of power in the family, and increase the likelihood that the funds will be
directed toward food. The transfer is indexed to inflation.
2. A basic set of health services free of charge, with nutritional supplements to pregnant and nursing
mothers.
3. Basic education support in the form of (indexed) scholarships from the third primary grade to the
third secondary grade, plus provision of school materials, again all paid directly to the mother, and
conditional on 85% participation in school. This scholarship increases with the education level, and
is higher for girls, in order to encourage higher education levels and the associated lower fertility
rates.
Targeting of families is based on a national socioeconomic survey, with eligibility on the basis of a
set of indicators constructed to reflect different dimensions of poverty.
Thus the program is comprehensive and integrated over the three components. It displays continuity
over the life-cycle of the individual, with services spanning life from the womb onwards. With
services to pregnant mothers focussing on health and nutrition, the program evolves toward health
follow-up services for children aged 1 to 5, then to basic education for those of age 5-16 or 18, then
onward to technical education and labour training for those over 18.Once in the formal labour force,
workers are covered by the provisions of MISS.
The amount of these transfers will vary from family to family depending on circumstances and
compliance. But counting both monetary and non-monetary transfers, they can amount to 30% of
the current minimum wage.
Program evaluation is of course a key requirement. Success will hinge on continued effective
coordination across ministries and programs. The goal of the program overall is to move 65% to 70%
of the poverty population over the poverty line.
Conclusion
This basic package including education, health, and nutrition goals in a single integrated program
is an obvious design. One could ask why it has taken so long to put it together, and why it so rarely
happens. The answer of course lies in the vertical design of ministries and departments (the famous
'stovepipes'), and the difficulties of achieving any horizontal integration in government activities. It
took a long time and hard negotiations to achieve accord among the ministries and programs
involved. Financial feasibility was the key to the program, and all the obvious sorts of institutional
inertia stood in the way of repackaging existing programs into an integrated design to achieve the
necessary economies and workforce reductions, independent of traditional jurisdictional or
bureaucratic 'turf' considerations. The personal priority attached to this program by the President and
some key senior officials was crucial to success in overcoming this resistance.
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But now we are on the way. This program is non-discretionary, objective in its functioning. People
were suspicious of new spending programs, but are now seeing that this goes beyond an election
gimmick to buy votes. It emphasizes co responsibility and participation. It respects family decisions
and individual discretion, but seeks compliance with the conditions built into the 'contract' with
families. It emphasizes greater freedom to choose, offers empowerment to marginalised populations,
changes the nature of the power relations and power sharing. It is built on the premise that the poor
are poor, not stupid, and it seeks to assure poor families the means to access the programs on which
they can build their own future.
We are proud of this program, and I am happy to have this opportunity to speak with you about it.
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A Note of Private Litigation Possibilities
Steven R. Rivkin
When I was invited to come here a few weeks ago, I was delighted - eager to learn about NAMI and
a subject new to me and looking forward to being in Western Canada in the late spring, and even to
find out about and maybe enjoy some "prairie oysters" (whatever they are).
But my excitement turned to alarm a couple of days ago, when John Wirth called and asked me to
pinch-hit for him with an overview of contemporary politics in Washington, D.C. My first response
to my old college friend was to play down my credentials. Fortunately for NAMI, John is a very
tenacious president. I suggested it was as if he'd just asked me to give the Institute a million dollars,
and I'd offered fifteen. Whereupon John chimed in, "Good, I'll put you down for five hundred
thousand!" And so, we closed the deal.
I am equipped to state a long view, having first come to Washington the day after John and I
graduated from college several decades ago and pretty much stayed put ever since. After a roaring
head-start in and around the White House under Presidents Eisenhower, Kennedy, and Johnson, I
can claim bi-partisan stripes as a cold-warrior. Subsequently, I've represented industries regulated by
the Federal government and, more recently, I've picked up a somewhat arguable reputation in the
press as being a "policy wonk" and a "pundit."
Actually, when John caught up with me on the phone I was out on the Left Coast (in San Francisco)
in my newest incarnation as an itinerant contributor to a red-hot cyber magazine called WIRED and
a board-member of a Silicon Valley software company. That's where more and more of the action is
these days, with the US Government nowhere around.
In fact, there's now a void of news that people are noticing when they pick up their daily papers which, as a matter of fact, fewer and fewer people do. Even the New York Times and the Washington
Post confessed recently they have very little hard news to print, so a friend of mine said yesterday,
looking at the front page of the Post, "It looks like August."
Where once we'd wake up (if we ever got to sleep) to word that Khruschev had shot down the U2
and was threatening to drop nuclear missiles on Washington and Ottawa, that lone assassins had
blown away the Kennedys and Martin Luther King, that downtown Washington and many other
cities were burning in racial protest, and that a US President (Nixon) had resigned after a failed
assault on democracy, this week's headlines were considerably milder and less apocalyptic. To wit:
"General Admits Adultery, Withdraws" and "Southern Baptists Slam Boycott on Mickey Mouse;
Disney Stock Falls One Point!"
In many respects, the absence of daily trauma is very good news indeed: No war involving US troops
and no discernible military threat; and an enviable economy that generates sustained growth, low
inflation, a record-high stock market, and a cascade of new jobs - 12.3 million of them over the last
five years.
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Not everyone, of course, feels completely comfortable about all the new jobs the President boasts
have been created on his watch. As someone said, "In our house, we know all about those new jobs.
My husband and I have four of them!"
But things could be, and have been, a lot worse. Even the great stain of racial discrimination has
moderated a little bit, in economic terms at least, with incomes up for many (but not enough) and
housing segregation down for some. Statistics say crime has fallen measurably, and the greatest of
American cities -New York - has become a more civilized and habitable place. And I have to add that
there are some notable success stories in environmental protection too, but again not enough.
There are also stories in the news that report significant social progress without the U.S. government
being in the forefront. Rather, it is private citizens - aided by private lawyers working for
much-maligned contingent fees - that are carrying the burdens and winning broad and fundamental
transformations of American society.
I refer in particular to two: the possibility that, as we speak, liabilities for harm from cigarettes,
together with a framework for continuing government regulation of nicotine, are being confirmed
in a grand settlement of pending and future litigation. Note also the widespread apprehension by
American business over anti-discrimination class-action lawsuits brought by minorities and women.
Since money talks loudly, much far-reaching change in the workplace is being won by private
litigation and the threat thereof, rather than by public strategies such as government-prompted
affirmative action.
There nevertheless remain critically significant issues on the Nation's to-do list that, if solved, would
change the character of American life even more. The first is the issue of the balanced budget, with
which American politics has obsessed for the last generation. For "balanced budget" you can read "Big
Government" or even more tersely "Washington."
Conservatives and liberals alike equate this shibboleth to the passing of the New Deal with its
commitment to an activist government to solve defence, economic, and social needs. No doubt the
absence of an external enemy makes it harder to justify exercising government power, whatever your
perspective.
But my colleagues among the so-called New Democrats (centred on the Democratic Leadership
Council and the Progressive Policy Institute, where I have done research) believe government can
still continue to lead on economic and social issues if it becomes leaner and more efficient. That
conviction has led the Administration of President Clinton and Vice President Gore (two founders
of the DLC) to find ways to reduce Federal employment by 300,000 workers and yet, as the slogan
goes, "Reinvent Government" too - a topic about which we'll doubtless hear much more in the next
couple of days.
Now, President Clinton and the Republican Congress have agreed in theory to achieve a balanced
budget by the year 2002. Filling in the gaps remains the biggest on-going political game in town, with
the Republican commitments to immediate tax cuts warring with Democratic commitments to
maintain and even increase some forms of domestic spending on people and families.
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For now, I think the Democrats have the better of the argument through stratagems that suggest we
can have our cake and eat it too - a tactic familiar to all politicians. Witness the lure of the "targeted
tax cut," reductions in personal tax rates or credits for private spending on such vital societal needs
as higher education, for example. But, meanwhile, the games go on and on.
Nevertheless, they do promise ultimate respite, if only by the advent of the year 2002. Already, both
major political parties are coming unglued. Needless to say, once the budget comes into balance, the
wind will have gone out of the sails of much pointless controversy. Then it will be Congress' turn to
downsize its own enormous establishment of committees and staff and gymnasiums and barbershops,
and itself go home, much as state legislatures do by sitting only part of the year. Then such on-going
legislative controversies as the struggles over "partial birth abortions" and desecrating the flag might
also wind down and become merely bad dreams of what happens when too many legislators and their
staffs try to do too little work.
But there's a granddaddy of all issues, that continues to defy solution, the question of political
campaign finance reform. Much as deficit spending may fuel bloated government, political
contributions from business make the whole Washington maelstrom a perverse mess, so taking away
that flow of corrupted money may work wonders in terms of the quality of what remains.
Unfortunately, there are so many jobs and fortunes at stake in funnelling business money into
politicians and "corporate welfare" out to business that it's well-nigh impossible to get a bridle on that
hoss.
Yet I can speak with some optimism from my own perspective on this topic as a telecommunications
reformer. I think technology is advancing to the rescue of the American voter in the form of the
Internet now and broadband fibre optics soon that will be unstoppable and fundamentally
democratic, with a small "d." Not just to be fair, but also to reflect the on-rush of computers and
telecommunications, the electronic media too ought to get ready for downsizing and early
retirements.
Notwithstanding tens of millions of dollars spent lobbying to pass a miserable Telecommunications
Act last year (whose main virtue I think is that it can't work), individuals stand to reclaim autonomy
from media barons. Today, broadcasters, for example, can use their government franchises to
influence government through the voters and charge such high fees for political advertising that
candidates must go hat-in-hand to the very business they are trying to govern. But that's another
story now ripe for closure.
How these transformations turn out can only be lived to be known. I'd be very surprised, however,
if the next phase of American history did not benefit significantly from the framework of goodwill
and common purpose being fashioned together with our friends to the north and the south.
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IV Alternative Service Delivery and the Re-Engineering of Government

Introductory Comments
Bob Carlson
My name is Bob Carlson. Within the IBM structure, I am the global segment manager for social
services. In our new, evolving IBM organization, I am the person at IBM responsible for our strategies
in social services. My responsibilities include understanding where the market for what used to be
considered exclusively government services is going; hence, conferences like this are absolutely
invaluable to me and some of the members of my team that are here. As we listen to this discussion
of the challenges, the ongoing public debate, and all of that, we seek to understand better how
information technology can be an asset and a tool for moving forward in the search for better service
delivery. In fact, the present topic addresses a number of those issues -- the actual implementation
of alternative service delivery.
The first speaker will be Rick Heydinger. Rick and I have known each other for a number of years.
Rick is a senior partner with the Public Strategies Group. For those of you who are not familiar with
the Public Strategies Group, it is a small consulting concern out of Minneapolis affiliated with the
likes of David Osborne and the re-engineering government crowd. Rick, as a senior partner, deals
in 'transformation' on a day-to-day basis and his background is quite impressive. He has a doctorate
from the University of Michigan. He is a Kellogg National Leadership Fellow. In his spare time, he
teaches strategic planning and issue management to other students aspiring to get a PhD at the
University of Minnesota. He is an active practitioner of what he is going to talk about and, in his
presentation and the questions, you will get a sense that he truly not only thinks that these are good
ideas and good ways to promote change, his organization is one of the leaders in actually moving in
toward operational responses to government concerns, a subject which maybe he can explore with
us as well. So, Rick will be kicking off this session, and what Rick is going to focus on is something
that is very dear to me and other folks in this arena-a conceptual framework for thinking about
alternative service delivery. When we talk about alternate service delivery, it is not just about
technology. It's not just about new strategies. It's about all the other work that has to be done to
create a framework for change which can be adopted by the organization, adopted by the
policymakers, and ultimately benefit the clients in how you deliver services. So, Rick is going to talk
about the frameworks and talk about some of those issues to set the context for the rest of the
presentation.
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Our second speaker will be Maryantonett Flumian. Maryantonett is Senior Assistant Deputy Minister
for the federal Department of Western Economic Diversification in Ottawa. She has a Masters
degree in history and is currently enrolled in doctoral studies at the University of Ottawa. Her focus
this morning will be the work that she has done in a recent federal government task force. This task
force, one of several established by the Clerk of the Privy Council a while ago, focussed on service
delivery models for governments in Canada. That work has been going on since 1995 and she is going
to present some of the findings, the conclusions, and some of the lessons that she thinks the Task
Force might have learned.
What I would like to do, though, is kick all this off with some opening thoughts as well. Some of my
observations arise out of the opportunity I have had to work across North America, with
governments and agencies in all the fifty states and in a number of provinces in Canada. I also have
learned a bit about what is happening around the world, on a couple of trips that I have taken. On
that basis, I'd like to begin to set the stage and pull together some of the common themes that I am
seeing in the transformation of service delivery in the human services and social services arenas.
First of all, one truth I have come to appreciate is that the field of social services is different
everywhere. Someone yesterday aptly said that the realm of social services is really a part of a
community's culture. How priorities are set and their focus is a key part of what makes jurisdictions
unique and what makes countries unique. But, in all that variety of cultures and varied experience,
there are some common goals that I sense a lot of folks are trying to achieve. At heart, it seems to me,
there are really three common goals that you could find in almost any situation (and could identify
as the source of very heavy conversation and healthy debate).
Objectives
The first goal in almost every jurisdiction is to find ways to lower the cost of delivering social services
and human services. And I would surmise that if you look at the delivery of human services or social
services today, it is one of the most costly functions in government. It is predominantly
labour-intensive, predominantly over-the-counter, predominantly based on large information systems
and data capture. Everyone is looking for ways to lower the cost of delivering social services, no
matter what their other priorities are.
The second major common goal I see is that, in that effort to lower costs, there is also a significant
focus on enhancing service delivery and customer satisfaction with that service. And so we are
moving from a very inward-looking process -- I think someone yesterday called it an input-oriented
service -- to one now based on whether the customers and the clients receiving service think it is
valuable, and on whether the process actually helps them and meets their expectations. In attempting
to meet that rather revolutionary goal, there are a number of evolving strategies.
The third element of this organizational transformation is that, as a result, we are moving from a
delivery structure that is based on managing internal processes and inputs, where success has been
measured predominantly in terms of universal access, timeliness of service delivery, and elimination
of fraud and abuse, to a delivery structure that is focussed on outcomes. This change in perspective
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demands a delivery structure that understands the individual circumstances of individual households
or individual clients, as well as the community capabilities, the services available, and the
effectiveness of providers, and then is able to make new and different decisions that lead to different
outcomes. Designing such smart systems seems to me to be the central programmatic challenge that
comes with current dreams of reinventing service delivery in the human services arena.
Barriers and interests
Now what's interesting in this evolution, I think, is that there are some real challenges posed for the
developed systems in countries like the United States and Canada that you don't necessarily see in
some of the developing countries, for instance in Southeast Asia or even in Latin America. We are
struggling here with the whole legacy of the historical structures of social services. We talked about
it yesterday. Tom Carson, I think, had a chart that talked about eliminating the 'stove-pipes' or
'silo-based' delivery structures. There is tremendous historical precedent for those structures; yet, as
we move towards achieving these top three objectives, we have to address whether or not these
should continue to be stand-alone structures, whether we should even have a department of human
services, a department of education and training, or whether new structures should roll into them.
In the United States, we are talking about whether the Department of Education should be outside
the human services structure. There are entrenched historical traditions that are being questioned
and debated here. These debates have a strong political flavour; these structures represent massive
sunk investments that are becoming, in the minds of people in some jurisdictions, something of an
albatross around the necks of those who want to move forward.
In fact, those structures do have well-known rationales, and people can plausibly advocate many
benefits and many reasons for not changing them. And that has caused a tremendous drag on the
process of change because as you start talking about change, you conjure up old fears and introduce
new doubts. Nevertheless the future offers a lot of promise and at some points it takes people to take
a leap of faith that these new structures will achieve better and different outcomes for the citizens
being served. But in advocating these new structures you don't have the very robust and mature
business models that the current structures live upon. So you are constantly in a dialogue of futures
and visions and unknowns versus realities and knowns. And that is a very difficult discussion to get
through because of the various opinions and positions people have taken in the past and feel locked
into.
Finally, consider the scale of activities in social services. We saw in the chart that Tom Carson
displayed yesterday that social services is typically one of the largest line items in government. When
you move into the economy that social services support, it is one of the largest government-supported
economies in any jurisdiction. For instance, in New York right now, there is a tremendous movement
to redefine the 'employment services' world into a 'workforce development' system. We are talking
about changing annual expenditures of over fifteen billion dollars in New York. Now those aren't all
government services, but they are programs, training expenditures, etc. arising in the employment
services sector. As you begin to talk about changing these structures, you bring in a tremendous
number of vested interests. Vested interests in terms of providers who are providing services and
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being paid, agencies and non-government organizations serving existing clients, politicians, etc.-- all
come into this discussion with an interest and a point of view.
The challenge to us is that all those interests and structures have to be addressed in the process of
promoting change. In the developing and emerging world where people are looking at these new
models -- and I have had an opportunity in the last year to host about twelve countries into the U.S.
to look at our systems -- they don't have those challenges, because in essence they don't yet have any
social service structures. In South Africa, for instance, the social service structure used to be the
political system. And the delivery mechanism was as you saw in Soweto. With the revolution that
occurred there, all of a sudden there are thirty-five million citizens in South Africa who have never
received government services, but now have a voice. The government is struggling with the problem
of putting structures in place for the first time. They are not necessarily coming from a historical set
of established delivery capabilities; they can now look directly at what their priorities really are. They
come to the United States and Canada and they see what we do and they are very interested but they
always leave saying, "I would never do it that way; I would never set up separate structures; I would
never set up competing missions; I would never set up redundant offices". "I can't afford that -- and,
let alone us, why do you tolerate it?" is part of the summary reactions a lot of those countries have
offered us. So, as we talk in this session, I think it might be very liberating if all of us could put aside
our entrenched perspectives and enter this conversation today as if social services structures in North
America didn't exist and we were facing the design challenge for the first time. If you could come
from that perspective, I think your view of how we should structure and deliver services might be
different than trying to figure out how to get from where we are today to the future. And I think that
that might be an interesting exercise for some of you today as you listen to our speakers.
Outcomes models
Finally, I want to spend a few minutes on the nature of outcomes models and set the stage for the
some of the thoughts that you are going to hear from our two speakers. Everyone is talking about
outcomes these days. And everyone is struggling with what are the right outcome measurements.
Let's be honest, that's a dialogue that will go on for a while. Different jurisdictions will pick different
outcomes because their priorities differ and because their needs are unique to their community. And
I think, over time, outcomes will change as the circumstances of the families we serve change in the
process.
But we are also learning at a lower level so let's leave the policy discussion for a different time. Let's
talk about some of the structures. A key point is that outcomes aren't sustainable unless you look at
your total organizational process. For example, in some locations that are looking at moving in a
different way, at the idea of contracting with providers through value-based contracting (which is
one approach to changing the outcomes you achieve for those services that you contract with the
community), they have now developed the model by which they would like to execute contracts, but
no one has bothered to talk to the procurement people. The procurement people in the organization
currently have no interest in actively managing contracts on a day-to-day basis to ensure that
specified outcomes are being achieved. The change agents have forgotten the procurement structure,
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which is extremely important in the day-to-day operation of organizations who want to execute a
contract, fine-tune it, and never have to look at it again. Whereas the program policy people are out
here thinking about the change, there hasn't been the introspective look into some of those
organizational structures that they have to rely upon and also at the changes that they will have to
endure. Though we talk enthusiastically about outcomes, there are practical realities that intrude
that we also should discuss a bit today. The ability to surmount those barriers sometimes lies in
changing structures outside your control within government.
A couple of observations on outcomes. First of all, the culture of human services organizations has
been to have a very static model. Although we talked yesterday about the present rapid changes in
policy, the reality is that operations have been very static and the policy development has been very
arduous. You listen to policy debates that contemplate circumstances that may not even exist in your
current caseload but potentially could exist, and you have to design policies in order to deal with
them before you move forward. In fact, we are involved in a state system right now where we are
designing rules for a caseload that doesn't exist but some policy analyst believes that at some point
in the next twenty years it may exist, and therefore the system should support it. It's a feature of an
old bureaucratic culture-searching for certainty and predictability--which I've seen a lot. Moving to
an outcomes-oriented system involves demonstrating to organizations that they are not moving from
one stable model to another stable model, they are moving from a stable model to a very fluid
operation where the whole purpose is to assess, on a daily basis, how you are doing business and then
to invoke the old "cheaper, faster, better" challenge: "How do you achieve those benefits cheaper?
How do you achieve those outcomes faster? And how do you achieve better outcomes over time?"
Management information needs
That transition leads to a very fluid model where your organization will constantly be changing and
looking and then changing policy and changing operations again to maximize the outcomes that you
can achieve in your caseload. That's a very frightening prospect for those in conventional social
services cultures. Indeed, it is a frightening process for any business, to move from stability of a model
to fluidity of a model when you don't quite know what tomorrow will look like. In that process, one
of the things that we don't have today--and I hope that our speakers here touch upon the topic-is the
requisite management information. The managers of programs today, the policymakers in programs
today, don't have the management information they need to assess even what outcomes are being
achieved at the moment, let alone tomorrow, as they change these practices and change the delivery
systems. They lack the information they need to be able to assess whether or not the outcomes they
are achieving are really better or worse than previously.
So as we look at the debate, the social policy debate, again, in terms of implementation, it should be
clear that unless the management information is there on a daily basis to allow the organization to
assess its results, the goal of outcomes-oriented service provision cannot be realized. Is this provider
better than that provider? Are the programs that I have in place actually the ones my clients need
to achieve the outcomes they desire, or this program intends? Are the issues in the households my
program serves changing in such a way that the programs I am developing are really no longer
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relevant? Those become the questions that an outcome-based model will force organizations to begin
to ask, and will dictate the need for management information systems to answer them. Those are not
questions that today are typically dealt with and if they are dealt with they are typically dealt with
through the budgeting cycle or through some legislative cycle. So as we move to this outcome-based
model, which is the present direction for reforms, the ability to have systems that give you data to
assess how you are doing on a day-to-day basis becomes one of the critical elements of success.
Community expectations
The second issue is the whole question of community expectations. We touched on this subject a
little bit in our discussion about the United States and the impact of welfare reform. There is a
growing expectation that states can continue to achieve the type of dramatic caseload reductions
that they have achieved in the last eighteen months. And, in essence, a lot of us know that for the
most part those results were achieved simply by placing in jobs people that were job-ready, that were
basically given an incentive to go into the workforce, that were able to compete at the level of
employment that they sought, and therefore were able to come off the caseload easily. As that
caseload becomes more homogenous today -- meaning that it is not a caseload of able-bodied folks
who have the skills to be in the workforce -- as that caseload now becomes really the systemic
caseload, the behavioural issues, the abuse issues, the alcohol issues, etc., in the caseload become
critical. To expect and believe that you can continue to drive caseloads down by the same
percentages at the same rate as you have in the past is a very dangerous illusion. We're already seeing
some of the consequences in states like Indiana and I would dare say in some of the other states
where they have not done a very good job of communicating to their stakeholders that this isn't a
homogenous caseload, that it is a caseload made up of a lot of different people facing very different
barriers, and that what it is going to take to get some people off is different in terms of effort, skill and
time, than other folks on the caseload. Potentially, as some people I have overheard or participated
with in conversations have recognized, some of these folks may never be job-ready or hold a job.
And so, as we move to outcomes, as I have witnessed in the building of business cases to get these
new approaches through the legislative process, significant claims have been made in terms of what
can be done over time and the complexities of reality have been glossed over. Just as in private
industry, when a state has a phenomenal year as Indiana did in terms of reducing their caseload, the
expectation for next year is that they will have a phenomenal year plus some additional percentage
points. That's the "better, faster, cheaper" model that outcomes-based approaches breed. Just like
when an IBM sales rep like Rudy Lepp has a phenomenal year, we say: "wonderful, Rudy, now next
year it's phenomenal-plus or you've failed". That's the business paradigm that you are all moving into.
Being able to have a discussion about expectations is important and takes us back to the question
of the information systems and the data that is provided for you to communicate to your
stakeholders.
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Concluding thoughts
I'd like to leave you with a couple of thoughts. One of them notes some data on public expectations
and preferences in the United States. Then perhaps I can leave you finally with another thought in
terms of what future generations are going to expect.
IBM is very active in the whole issue of government service delivery, especially through technological
advances. We have commissioned two market surveys in two states over the last year, and we will
be doing a third one in order to have an eighteen-month view of how citizens would like to get access
to government services. Now this is a survey that we commissioned from an independent market
management organization who count as their clients such people as GM, Proctor and Gamble, etc.
So I really was looking at the product side and buyer values. And what shocked us -- it didn't surprise
us, but what shocked us -- was that, for a series of standard government transactions, the citizens that
were interviewed expressed a preference to have a range of different channels by which to receive
those services. The popularity ratings of those channels were clustered, with the highest being about
twenty-eight percent down to the lowest being seventeen percent of the respondents. Now we were
assured, given the rigorous character of the analysis, that it was a statistically relevant sampling, that
we could draw conclusions from this, in terms of the demographics, ethnicity, urban versus rural
respondents. I'll give you the five channels that consistently came into view. The number one
channel, at twenty-eight percent for government service, was kiosk-delivered. That is, twenty-eight
percent of the respondents thought that kiosks were the most effective way for them to receive
services from the government. Then it went down to, I think, twenty-two percent who said phones.
They would love to have phone systems as the way they would interact with governments and receive
service. Then the traditional over-the-counter/mail operation was at seventeen percent. I forgot one.
I'm only going to give you four. And the one that really surprised us was the Internet. In the latest
survey that was just done two months ago, the Internet was at seventeen percent. Six months prior
to that, the Internet was only in the high nines. And what that result indicates is how, in a very short
amount of time, the Internet has come to be seen by citizens as a relevant means of receiving services.
Out of that work, obviously, there are a lot of implications, not just for traditional government
services but specifically for social services. The most fundamental question that arises when you talk
about this sort of work, in terms of social service delivery, is the whole concept of universality, and
the concept of equal access. Consider the concerns that arise when a portion of any population
doesn't have a phone or ready access to a phone. Can one invest in a delivery system for only part
of that population? Those are policy issues that social services is going to have to deal with because
the evidence out of current studies indicates that citizens are demanding multiple ways of getting
access to the service. A single, monolithic, monopolistic model of over-the-counter
bricks-and-mortar in the community is not necessarily the number one preference.
The last comment is about the year 2000 problem. Not the one you think about. In the year 2000,
a demographic shift will be marked in North America because the first generation of PC babies will
graduate from high school. In 1982, the personal computer came into being. And in the year 2000,
those children born in 1982 become citizens of government. They will graduate. And every year after
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that, those kids coming out of school into the workforce, taxpayers, users of government services, will
have been born after the PC was a fixture in North American and global society. I have a
seven-year-old child and a four-year-old. When my seven-year-old who was six last year entered first
grade, and I went to the parent-teacher conference, I found out that not only did this public school
have a nice event but they also had a mission statement for first grade. The mission statement for first
grade was getting beyond being able to read Dick and Jane. The expectations were clearly higher
than I remember, being a master of finger painting. Beyond reading, writing and arithmetic, one of
the four skills that my child was supposed to leave first grade with was computer literacy. It was
expected that my child would understand all the components of a computer, that my child would
know how to load a piece of software, and that my child would actually be self-sufficient in
keyboarding skills. This is a public school in the Sacramento area; this is a standard curriculum that
is being put into place across the California public school system. The skills that my child is intended
to have after his first year in first grade, are tantamount to the same skills that you all are spending
millions on in trying to educate your workforce today. It is called PC literacy. We are struggling with
bringing those exact skills into a workforce that is not presently computer literate and those are skills
that are now being offered as a normal part of the education structure.
As my child moves forward, the use of the PC is more and more a normal part of his life. There are
lots of people in the room here that will talk about their children and their access to the Internet, etc.
My only fear is that when my four-year-old gets into first grade, these skills will be required skills -prerequisites for admission.But the point is, as we move to the year 2000 and beyond, the largest body
of users of some of the government services we are talking about will not be coming out of an
information age education. Their expectations about how services should be delivered will be much
different from the expectations of the customer today. Their skills, their ability to use different means
of accessing services are being driven into some of the other structures that are part of this debate,
in particular education. And their education is not keeping up. They are falling further behind the
technological sophistication of the structures intended to offer services to them. Those are
fundamental changes that I think we need to bring into this debate at some time because they have
dramatic impact on some of the key institutions of social service, in terms of access, confidentiality,
privacy, etc. If we don't deal with those concerns, this population will continue to be the
disenfranchised from the citizen access going for the rest of the citizens. And we will only serve to
do what we are trying to get away from, that is, isolating this population from the mainstream of
government services.
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Organizational DNA
Rick Heydinger
Thank you, Bob. Buenos dias and good morning. I am happy to be here. I regret that I wasn't here
from Friday night on. In looking at the papers and listening to some of the discussion in the hallway
this morning, and talking to Bob, I know I have missed an important discussion here. Other
commitments just kept me away. But it is indeed a pleasure to be here. We are surely indebted to
Tom Carson for making this all happen.
My charge this morning is to talk to you about alternative service delivery models. Let me tell you
what I am not going to do. I am not going to walk you through an inventory of what works in Mexico
or what works in the United States. Instead, what I am going to do is give you a set of ideals, if you
will, on how one can begin to think about changing the organizations in which you work, in moving
towards the kind of paradigm that Bob Carlson was just talking about.
The company that I work for is called the Public Strategies Group. Let me tell you a little bit about
us. We are a small organization. Like Bob, I am the international director of workforce development
and educational reform and human services reform -- in our 11-person company. Our bottom line
is a little different from IBM's. We work across all aspects of government and we were some of the
first people, through a book called Re-inventing Government, to talk about new models. We work
across all sectors of government and we work particularly around designing new models. We call
them post-bureaucratic models. But what we are working on today is more organizational innovation
than design. We think that some of the designs now out there are fine -- but how do you get the
organization to move from here to there? Bob talked about the advantages -- perhaps the advantages
-- of being in South Africa where you don't have to take that dragging bureaucracy and move ahead.
Fortunately or unfortunately, most of the places where we work there is already in place a
bureaucratic mechanism that we need to cope with. So I am going to try to give you some ideas, an
inventory, almost a kind of baker's dozen, if you will, of ideas of how to work from a bureaucratic
structure to a post-bureaucratic structure.
Reforming government
We live in an exciting time and I mean this not just as a throw-away comment. Indeed, the whole
world is shifting and you have all heard that, read that, listened to enough after-dinner speakers who
talk about the proverbial paradigm shift. But what we shouldn't forget is that this is not new work.
Bureaucratic reformers were a group of people out in the frontier, if you will, at the turn of this
century and they were people whose names, at least in the States, you would recognize. They were
Woodrow Wilson, they were Theodore Roosevelt, they were Louis Brandeis. These were the
pioneers. To think about these white men, if you will, as people who were actually out in the hustings
making things change is, for someone who is only as old as I am -- a half a century -- kind of
interesting. Now, this didn't happen overnight. They began this journey, so to speak, in about 1890
and they continued it right through FDR in 1930. And if we think we can talk about changing the
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kinds of entrenched bureaucracies that Bob was referring to in a week, a month, a year, we are
fooling ourselves. It's not going to happen like that. It's going to take decades.
I also want to add that, as I talk about post-bureaucratic government, I am not saying that
bureaucratic government is bad or was bad. It is simply a model whose time has gone by. It is
outmoded. Bureaucracies have accomplished a lot. In the United States, they did wonderful jobs with
K-12 mass education. We have an effective human services delivery system. They actually built a
very good freeway system. Bureaucracies are good organizations. They were good for their time, it's
just that their time has come and gone. They rely basically on reliability, stability, hierarchy and
equity. Those are still, in some cases, important concepts. But we need to go on to something we
would call a post-bureaucratic form of government.
Now when we talk about change today and the levers we try to pull, there are a series of them that
we often try to use. For example, we try to reorganize. I have been called into various state agencies
to talk to them about doing something about this problem or that, and they attack it as a
reorganization problem. Frequently, we talk about re-engineering. In our company, re-engineering
is a very valuable tool but if you are re-engineering a bureaucratic process, we like to say you are
simply paving the cowpaths of bureaucracy. Now, you can pick up gains with that and I don't want
to denigrate those gains. But for the kinds of gains that Bob was alluding to, we need much more
significant change, in the magnitude of 25-30% per year. I'm going to try to give you some insights
into the ways we can accomplish those. I am not going to give you many examples, but the evidence
is there. There has now been enough of this kind of work going on that we can point to examples of
where these kinds of productivity gains and savings have occurred. In bureaucracy, we talk about
consolidation, we talk about performance audits and studies, and we talk about oversight groups and
blue ribbon commissions. These are the bureaucratic tools and when you've got a toolbox that is
basically for plumbers, you can only grab those tools. But if you've got an electrical problem, you need
a different toolbox. That is what I am going to try to give you today.
In order to do this, what we need to think about and talk about, to use a phrase that my partner,
David Osborne, coined, is the DNA of organizations. We need to understand exactly what comprises
these organizations. So if one looks, fundamental to any organization is its purpose, understanding
why it is in business. Then we need to see what incentives people have in front of them. We need to
talk about the accountability structure because these are the things we respond to: who is my boss;
who am I looking to for rewards, finally, where does the power lie? And then, most importantly and
oftentimes overlooked, is the culture of the organization. That's that bass line, if you will, that
background music that's always there. That's demonstrated through the myths and the rituals and
the way we conduct our jobs on a day-to-day basis.
Now, if you write books the way we do, you need to come up with some little grabber. David Osborne
said: rename these five components of DNA. He gave them names that all begin with the letter C.
What we have found as we have looked around the world, literally, and in the interviews we have
done, is that one can begin to talk about the big levers you can pull to change an organization. I am
going to walk you through these five levers: the core, the consequences, the customers, the control,
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the culture. They are very reflective of the purpose, the accountability, the incentives, and so on that
I just mentioned.
Over the next twenty minutes or so, for each of these 5 C's, I'm going to follow the same approach.
I am first just going to reflect on how today's bureaucratic system, again not with a lot of pejorative
connotations, reflects this particular lever. Then I want to give you some ideas of how you might
realign the DNA, using our phraseology again, and then I want to apply those ideas particularly to
social service or human service or welfare reform or whatever we want to call it in our particular
environment.
The Core Strategy
So let's look at the core, if you will. First of all, what does the bureaucratic tradition tell us about the
core of organizations? There is generally a confusion about purpose. When we run 2- or 3-day
workshops with state agencies, federal agencies and municipal governments, and we ask them who
they are in business to serve, they are very confused. In the best sense of that word. They give you a
long laundry list of stakeholders. And what we do in the legislative process, oftentimes, or the
executive process, is that we keep adding purposes. Take a look at K-12 education in the United
States. It's to feed kids. It's to make sure kids are healthy. It's to give them sex education. It's to also
improve student achievement, by the way. We keep adding purposes. That is part and parcel of being
in the public sector; it distinguishes the public sector from private companies. People who stand up
and tell you that public organizations ought to be run like private ones don't know what they are
talking about. So, for example, in considering purpose, one of the questions we always need a debate
about in social services agencies, is, are we just here to set up a safety net? If that's our purpose, then
that's what we ought to do. If we are also here to create full employment for people, that's a different
purpose. We need to be clear on that question. There are no right answers to this. It is important that
we get at this question and begin to debate it and understand it and come up with an answer.
So what can we say about realigning the DNA around the core strategy of organizations? These are
the things that we have found work in public organizations. First of all, clarity of purpose. We need
to clear the decks. What does 'clear the decks' mean? It means setting aside those things that are no
longer contributing to that core. Let me give you some examples. We can simply review programs.
Find out what's working and what's not working. Set things aside. We can have sunset rules. Some
of you have been involved in developing sunset provisions. I think Bill from the Texas Workforce
Commission was involved in some sunset legislation in Texas, if I am not mistaken. This is a very
useful way of clearing the decks. You can sell off assets. They have done this in the United Kingdom
a lot. Devolution is something you have talked a lot about here. These are very useful in clearing the
decks.
Uncoupling steering from rowing is, I think, one of the most powerful tools that one can use.
Actually, in human services, we have used it for a number of decades. Uncoupling steering from
rowing simply means that the people that are responsible for providing the services -- it's your
responsibility to make sure that education is delivered; it's your responsibility to make sure that there
is a safety net there -- do not have to be the same people that produce that service. Again, in human
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services, we contract with private agencies. That is separating steering from rowing. It is a very
powerful tool. And, within that tool, you can set up flexible performance frameworks which is
basically linking, if you will, what you want to accomplish with the way you reward people. We'll
come back and talk about that later.
Again, in human services, we've used competitive contracting systems. We've actually bid out the
kinds of services we want. We can put those, whether they be public or private or public/public, in
competition with each other. Uncoupling steering from rowing is a very powerful tool.
The final thing we can do is to take aim. What aim means is make sure what your core business is.
Focus on outcome. Bob talked a lot about outcome measures. It sounds like you've talked about
those. Everybody at least that I run into in the human services business is talking about them. Focus
on outcomes is a very useful tool. You need also to link it to consequences, which I will talk about
in a second. The experience in Oregon is that they didn't link it to consequences and their focus has
been difficult to maintain; their system becomes another accountability system.
Understand what programs you are in and focus on that program. And then make sure you know
exactly what your customers need. There is a variety of ways we can do that: through conversations,
through focus groups. Understand what they need and continue to focus on that.
So what are some ideas we could use in a post-bureaucratic human service delivery system that would
focus us on the core? First of all, take aim on outcomes. It sounds like you folks have been over this
enough times with experts that know more about it than I do but, for example, in one of the child
welfare systems we helped design in the States, the real core purpose of this was to get kids into a
permanent placement. Yet there were no rewards in that system for getting people into permanent
placement. Instead, the reward was to keep kids in the foster care system because then there were
more people that they were servicing. That's the way that caseloads went up. That's the way we wrote
larger contracts.
In job training, focus on the outcomes. Not just getting them out the door. Not just getting them into
a job. The real job is maintaining that job over a longer period of time, maybe even advancing.
Reward people for that. So focus on the outcomes.
And then separating steering from rowing. Local boards that are responsible for buying services are
a wonderful example of separating steering from rowing. That group of local community officials that
have been empowered as they are in New York, as they are in Texas around workforce development
issues, can be very useful. But they are the steerers, they are not the rowers. Uncoupling those two
is very useful. The problem in K-12 education in the States is that school boards are responsible for
both steering and rowing. Who usually wins? On school boards in the United States, the rowers
always win. They are the people that get school board officials elected. They are the teachers, they
are the teachers' unions, they are the people that run the offices. So when school board officials come
in, they think of themselves as the CEOs. They don't think of themselves as steering a school district
to provide education to students. You separate those two functions. It is a very powerful lever.
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Consequences
Let's go on to talk about consequences. I think consequences is one of the most powerful tools, I
should say the most powerful lever. We have consequences in every system today. It is just important
to uncover them and figure out what they are because, once you do that, you will understand exactly
why your organization functions the way it does. So what does the bureaucratic tradition tell us about
consequences? Well, there are a lot of unintended consequences. I gave you one earlier about child
welfare systems in which we really weren't rewarding permanent placements. I'll walk you right
through this at lightning speed. (That's probably what you prefer, actually.) Oftentimes, we see little
reward for the success we are really trying to focus on. And, in fact, one of the interesting cases I was
involved in a human services agency is where a caseworker actually took a risk. And I'm not a
professional social worker by any stretch of the imagination. But they tried to make a really informed
judgement. Took a risk with a case. It blew up in their face and they were immediately fired. What
did we do? Well, we didn't reward what that person learned, we simply made sure that their hands
got slapped and every other caseworker knew that if they stuck their head up and didn't go slow the
possibility of termination was there. The kind of message it sent the organization was not productive
at all, I didn't think.
Now, how can we re-align the DNA in using our consequences strategy? What levers can we pull?
Well, we basically see three of them. Enterprise management. That's basically setting up units,
whether they are at the county level or whether they are at the state level or provincial level, as tubs
on their own bottom. We can use managed competition. You know what that is all about. And we
also can use performance management. That's focussing on the individuals and what they do.
Now, let's talk about these in just slightly more detail here. First of all, with regard to enterprise
management, you actually can deregulate internal units and you can give them managerial freedom.
You can give them waivers. You can actually craft a deal with them where you let them function with
more freedom, as long as they agree to deliver more outcomes for you. It is a very powerful lever. It
motivates people. You can withdraw monopolies. I don't have a really good example. I was trying to
think of this as I was coming up here, for human services. One of the examples we like to use a lot
is purchasing agents and purchasing departments in which people have to buy through the
government. If you withdraw that monopoly and let them buy anywhere, you will find that a very
powerful consequence has been set up for that purchasing department. I can give you a couple of
examples where cost and turnaround time has dropped by fifty percent. In one case, turnaround went
from literally 72 days to 24 hours in terms of getting goods from order onto somebody's desk.
Then you can make units earn their revenues from their customers. Again, a very powerful strategy.
You cannot deliver to your customer and get revenue back from them unless you know what they
want.
Managed competition. Again, we've done this in human services. But we actually can put things out
for bid. That is not code words for privatization. You can have publics bidding against publics. You
can have privates bidding against publics and you can have privates bidding against privates. But
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choice is the important thing here. Not outsourcing, not privatization. Competitive bidding can be
a powerful tool.
Benchmarking. Simply collecting information. From one province to another. What's going on in
Saskatchewan? What can we learn from it that might be useful in Quebec?
And performance management. It's amazing how little we do this to actually change the culture of
organizations. These are very, very powerful tools. People don't go into government service for pay,
necessarily, either. In fact, frequently, it rates seventh, eighth or ninth on the list of why anyone is
in a particular job. It's actually true in both public and private enterprises. We don't experiment
enough with different kinds of tools. I have an example of an agency in which all the person wanted
was a new modem for her computer. And she would do anything for that. So the boss actually
negotiated an agreement: for performance on a very major project in a public agency, he would go
out and buy her a new modem. And it motivated her tremendously. She got her 28.8 modem.
So what are some post-bureaucratic models, or what might a post-bureaucratic model look like if we
used the consequences lever? Well, we put performance management into place, I think. We would
pay agencies for taking more difficult cases. Why don't we pay teachers, for example, to teach in the
inner cities in the United States? Why don't we pay social services agencies that take on very
complicated cases, very complicated families? We were working with a county in Minnesota where
they are actually struggling to try to figure out whether, first of all, they can identify complicated
cases. (It's not whether they actually can, but whether they ought to categorize them this way -whether that doesn't attach a kind of stigma to that particular family.) But one might then actually
motivate agencies to take on such cases by giving them more resources. You can give regulatory relief
for high-performing agencies. For example, why do we have the same sort of compliance, the same
sort of licensing requirements or review of licenses for all agencies? No matter how long they have
been in business, no matter how effective they are. That is actually a consequence if you give them
some regulatory relief. For agencies that perform well, you might even give them a program-related
investment loan or, actually, a grant to grow their services. Something you as a government can
oftentimes do, they have a more difficult time accomplishing -- raising that money privately, for
example. It would be a very important consequence.
Managed competition. We've talked enough about that. I think you understand what it is. Local
boards are buying from a range of agencies. That's managed competition. You manage it. You don't
throw it open to the marketplace in a totally free market but you actually set up the ground rules for
how you are going to manage competition between various providers.
Customers
So now let's go on and talk about the customer. This has been an interesting kind of topic in the
public sector. Three or four years ago when you raised the word "customer" we used to spend
forty-five minutes battling people about whether that was the appropriate term or not. I think people
may still, in their hearts, wonder whether or not it is an appropriate term, but there seems to be less
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battle over it these days. I think there has been great progress in understanding who we serve and
looking at that as a very major tool.
What does the bureaucratic tradition tell us? First of all, there are many different customers. You ask
people this question -- I told you this before -- they'll start listing all the customers. If confuses people.
We've designed systems for the convenience of those running them. We have set up different
programs because it's easy to think about those programs differently. They passed at different times
in legislation. We set up a new organization. if you ask focus groups of social service providers, that's
the first thing they tell you: they need to figure out the system and there is nobody to help them do
that. And users frequently collect their own evaluative data to figure out where to go. We don't
provide them with evaluative data. We don't help them. We don't give them a road map.
We define the customer in this clumsy kind of way. We say it's the principal, the most important,
direct recipient of your services. We actually sometimes say: nobody has more than one customer.
And then there are the people intended to receive our work. Sometimes they don't, but it's who we
are really reaching out to serve. And there are beneficiaries of our work. So the immediate customer
of a provincial agency is very infrequently, unless the agency is in the business of actually producing
services, the clients themselves. It's probably a county government or a municipal government. They
are really the customers of that provincial agency. And so the agency needs to think about what they
can do to help that municipal government, the City of Winnipeg, to deliver better services.
So how do we do this? First of all, give customers choice. It's absolutely the most powerful
mechanism, the most powerful lever you can pull on. If customers have choice, all else follows, in
many ways.
Redress strategies. This is what happens if you don't deliver to the customer. It literally can be a
bouquet of flowers if I have screwed up. The most interesting redress strategy I know about is in the
Minnesota public school in which the Director of Transportation (that's the guy that's responsible
for all the school buses) designed the following redress strategy: there are only two things that are
important in school buses. One is that kids get there safely and, two, they are there on time. Right?
If the buses don't arrive on time, the Minneapolis School District, this Director of Transportation
provides the principal of that building with a free bus. Free buses are important. They pay for them
whenever they go on field trips. He says: I screwed up. I didn't get here on time. My redress strategy
is that I give you a coupon, in a sense, a voucher, to get a free bus trip from me. The principals love
it. His drivers make sure they get there on time because his budget goes down if they don't.
Feedback from the customers. Conversations with them. This isn't telling them why our organization
is organized the way it is, it's getting feedback and listening to them. Contact, of course, the same sort
of thing, is very important. And performance information.
Now, another important tool oftentimes overlooked in government and one thing that distinguishes
the public sector from the private sector is the fact that we have two kinds of businesses. We have
the direct service functions we provide and the compliance functions and they get all muddled up.
The Department of Forestry at the federal level in the United States has both these functions. They
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have to satisfy the Sierra Club which is interested in compliance and they've got to satisfy the loggers
who are interested in the service function. And we get these mixed up within our organizations.
So what are service functions and how do they differ from compliance functions? Service functions
serve individuals whereas compliance functions serve the collective interests. And, in compliance,
what you do is deliver obligations to people. When the police pick you up for speeding, they are not
delivering any service, I can tell you that. They are delivering you an obligation to protect somebody
else. We have got to separate these in our organizations if we are going to make sense. And, typically,
for the compliance function, society is the beneficiary or the customer of that function. These
functions are motivated quite differently and you have to put different teams in place with different
expectations. So, for example, in a child welfare system, we actually set up one group of what we call
"junkyard dogs" that were the compliance function people. These people were out making sure that
the service that was delivered was the kind of service that ought to be delivered. Then we set up a
technical assistance team whose culture was sort of warm, soft teddy bears, if you will, to help those
agencies do what they needed to do and actually tutor them on how to respond to the junkyard dogs.
Coming out of the same organization but with quite different purposes and quite different cultures
in the way they approached agencies.
So that gives you some ideas of what the post-bureaucratic model might look like for the customer,
but let me give you some others. The client ought to decide who their case manager is. In a human
service system we designed which included public agencies as well as private ones, the family could
decide who was going to be their case manager. It could be in a private agency or it could be in a
public agency. And frequently, it was a food shelf, for example. And with appropriate training, etc.,
you don't want to just turn this over, but if they had appropriate training, they felt more comfortable
at the food shelf, maybe that should be their case manager. Again, it's putting choice into this service
setting.
I've told you about redress strategies for poor services. Give caseworkers feedback from their clients.
But you have to collect it and it can't be filtered through what the caseworker hears because that
caseworker has certain power over that client. And then separate compliance and service functions.
Control
Let's go on and talk about control. First of all, today, in bureaucratic systems, one sees control. If you
think about organizations, there are multiple signoffs. What kind of messages does that send people?
It sends messages that we don't trust them. We've got a one-size-fits-all system, in terms of control.
Usually, when we don't like things the way they are, legislatures, city councils, what have you, pass
another regulation. So they tighten up on the system. It's a bureaucratic lever that doesn't work.
Rules get longer, larger, whatever.
We need to re-align this DNA. How can you do it? You can empower the organization, you can
empower employees and you can empower communities. The key lever, I think, for welfare reform
and human service reform is to is to empower the communities. Let me just walk through these very
quickly. Organizational empowerment can be very important. I think you have actually done a pretty
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good job of doing that, at least in terms of the way human services work in the United States. We've
talked about employee empowerment. One of the things you can do is just get the layers out of
people's way. Give them some responsibility and authority. Get the layers out of the way. Put in place
self-managed work teams. They can be very powerful but you have to give them the control. You
can't just say: you are self-managed, and then stand back and not change any of the rules and
regulations. You've got to give them flexibility, you've got to give them budgetary authority. Unions
are not the bad people in this. They are not the bad organizations. You can set up
labour-management partnerships. You've got to set it up as a negotiating session. Not in a formal
sense. Figure out what their interests are and what your interests are in an old Roger Fisher "getting
to yes" sort of way. You can make progress with unions. We have done it countless times. You can
do it.
But also community empowerment. Set up community governance bodies. This can be very powerful.
They are doing this a lot in human services. Give them the authority to buy. The Texas Workforce
Commission, for example, is another group that is doing this. New York Workforce Development.
Bob talked about that. They are reaching out to try to set up local agencies that will be the buyer of
services. They will set their own rules. You can participate in collaborative planning but it's got to
be collaborative. Figure out what it takes to be collaborative. That's a very powerful tool to use.
Dangle money in front of people. A lot of money goes a long ways in this.
So the control strategy. I think maybe I told you most of these. Communities can set their own
outcomes. Don't hold them accountable to your set of outcomes. Give them some freedom and
flexibility about this. And give them power to purchase their own services. You are going to have to
let them fail. Find out what kind of learning they get from that failure. You have to be careful you
are not playing with clients' lives here, so you have to have a certain bar that they have got to jump
over, a certain modicum of service or higher. But you have to give them a chance to fail. You have
to take a risk.
And then we have got to broaden the set of providers. Too frequently, today, we can only buy from
one group of folks.
Think about your organizations as being loose and tight. This is not a theory and a set of tools that
will let the marketplace reign and let everything go in a Milton Friedman kind of way, just letting the
market prevail. We can hold very tight on outcomes. You don't want to let go of outcomes. You want
to force people to deliver on them. But what you want to let go of is the means.
Culture
So let's talk about culture, and wind this up. What does a culture tell us today? Avoid the front page
at all costs. You never want to be on the front page, right? It means you have made a mistake. What
does that teach you to do? Lie low and go slow. The rules and regulations are set up to make sure
people comply. They are not set up for the families. We are not worried about the families, in a sense.
At least, we don't send that message. And the culture that we teach people who come out with
MSWs is: I know what's best for these people. I know what's best for the family. Now we are changing
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some of that. But that's what the bureaucratic tradition has told us. It's a top-down kind of tradition,
if you will.
Three things we need to do. We need to figure out ways to change habits. We need to create new
experiences. Job rotation is a great one to do that. We need to touch people's hearts. This is how you
change culture. Develop a covenant. Have covenants signed, for example, with the clients, between
them and their caseworkers. But that covenant also needs to be signed by the rest of the family
members. That covenant also needs to be signed, in a general sense, with the business community
perhaps. That's a way to begin to touch people's hearts. And then you have got to win their minds
and you do that by developing new models. Communities have developed video tapes that go out and
talk about how welfare is changing. What it means to be in a new system. That's a way of developing
a new middle model.
So some ideas. I've hit most of these, I think, in talking. Job rotation. Reward of failure. But reward
of failure that has lots of learnings in it. Now it is dangerous to say that in the human services
business. You have to be very careful about what we are talking about here. But you ask people what
they have learned. If they have learned something, it's a success. If they haven't learned anything and
it's a success by traditional terms, it's not a success. They need to learn from everything they do.
That's what continuous improvement is all about. I've talked about covenants with clients. You can
actually give workers job performance investment accounts. Give them a hundred bucks to spend on
whatever they want. That woman wanted a modem. She thought it would improve her performance.
Let her spend it the way she wants. It is a very powerful lever.
So if we change the culture, the core, the consequences, the control, the customer, we can really
make some progress. But the best thing to happen is to link strategies. You need to link the Cs. Apply
as many Cs as you can. The organizations that we see applying these more than one at a time are the
ones that seem to be making progress. They cascade throughout the organization. They reinforce
each other. So link consequences with control. Set up a deal with legislators in which they will
relinquish some control if you will deliver certain outcomes to them. Set up a deal with a private
agency. You'll give them some bureaucratic relief, some regulatory relief, you'll give them more
freedom if they will deliver certain outcomes. It is very powerful, particularly in the political arena.
Link customer with the culture. Take a worker. Have them spend time in the customer's home, in
the client's home. Sometimes they do, sometimes they don't. Take people from a provincial agency
and have them spend some time out in the counties, out in the municipalities, what have you. I've
got some wonderful examples of how that has worked. And then create these self-reinforcing cycles.
So my purpose today was to give you some tools, if you will, that you can use to pull on these big
levers. The more levers you can pull on simultaneously, the more progress you can make. There is
enough evidence today in enough different agencies that this is happening. This stuff does work.
People are re-inventing, they are transforming the organizations. They are changing the core, they're
changing the consequences, they're changing the control, they're changing the culture and they are
working with their customers. Thank you very much.
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Citizen-Centred Service
Maryantonett Flumian
Given the limits of time and the comparative (Canada-US-Mexico) setting in which we find
ourselves, I am going to try to take you through a very high, bird's-eye view of the Canadian context
in which our work was done and the framework that emerged from it. I'll then offer a few words about
the future, based on some more recent polling data about where we are going in this social services
context.
The work that we were asked to undertake began in June of 1995. It took about a year and a half to
conclude it. The report has now been published and accompanying it there is a stack of background
information about the height of this podium that is also available -- some of it in print and some of
it now accessible through the new Policy Research Initiative web site (at http://policyresearch.gc.ca)
or on the (CCMD) web site (at http://www.ccmd-ccg.gc.ca/documents/dmtf/) maintained by the
Canadian Centre for Management Development.
In June, 1995, we were asked by the most senior public servant in Canada, the Clerk of the Privy
Council, to put ourselves in the shoes of the client, look up at government -- not just in social
services area, but for government in general, in generic fashion -- to see what clients saw and if, if
they didn't see what they wanted to see (because that is still a question) to suggest what changes, if
any, should be made to the organization and delivery of government services in general. And I have
to tell you that there was one most important caveat, one very significant instruction. We were told
not to take the easy way out; that is to say, we were told: "Don't come back and recommend a
reorganization; don't come back and recommend a restructuring of government. That is the old
bureaucratic game; you can spend five years doing all of that, with all the effort and energy that goes
into it, and oftentimes you are still no further ahead than when you started."
Let me just say a few words about the backdrop in June of 1995. The deficit, the financial deficit, was
the over-arching issue that was driving us to look for some of these solutions. How to save money.
How to be leaner, meaner and more efficient. But it became pretty clear to us as we began some of
our surveying of what the public felt about government service in general, that there was also a huge
trust deficit in the way citizens were connecting with governments. And, in addition, given the time
frame in which this was happening in Canada, we were also facing yet another referendum on
sovereignty or separation, and therefore the unity issue loomed large in the back of our minds.
We looked at all sorts of international examples. We tried to learn from New Zealand, from Great
Britain, from the United States, from examples internal to Canada, and from efforts that were
unfolding everywhere. We looked at earlier efforts in federal public service reform because this isn't
the first time, like all good bureaucracies, that we have looked at this issue. In Canada, recent earlier
efforts included something called Public Service 2000. We looked at the work that had been done
in improving service standards and quality service headed up at the federal level by the Treasury
Board. And we looked at the outcome of initiatives called Program Review I and Program Review
II that were launched at the beginning of this Liberal government's mandate in order to try to
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streamline and reassign roles and responsibilities, and, through that mechanism, try to deal with the
financial deficits that we were facing. In all of this, we were asked to look for a Canadian approach
to making some of these changes.
A little bit about our work plan. We undertook extensive surveys of public servants and clients.
When I say public servants, I mean at the most senior levels, middle management, and at the front
lines. We commissioned original work on issues of accountability, which is always the red herring
that is used to explain why we can't do things differently: "Your Minister is accountable and therefore
you can't possibly enter into different arrangements with folks." We initiated work on how technology
might assist us to make some of the dramatic systems changes and service improvements that were
required to support this change in culture. I already spoke of the international experiences we looked
at. We commissioned work in demographics, in how to structure partnerships, and a whole bunch
of other things that came to mind. We actually compiled over one hundred case studies, primarily
Canadian examples of improvements in service delivery, and while I tell you we found incredible and
exciting innovations happening across the land, we found very little about what I am going to talk
about. We also consulted widely with the private sector and with provincial governments.
Public perceptions
Now, just a little bit of anecdotal information to situate the view of the public in terms of government
services. (And people didn't distinguish, in any significant numbers, between federal services and
provincial services when asked about how well services are provided. Suffice it to say that, in
aggregate measure -- and I can get into greater detail later if you are interested -- about forty-six
percent of Canadians think that government provides good service. That, in itself, is not startling.
What is startling is what I am going to juxtapose it against. Ninety-five percent of the public servants
surveyed thought that they provided exceptional service. There's kind of a problem there when the
two people that are most involved in that service equation have such a different view of their roles
and what they are doing. Seventeen percent of the public actually held a fairly negative view of the
role of public servants. But seventy-seven percent of the people serving that public, the public
servants, felt that they were hated by the public they served. This observation is also important
because it poses a rather insurmountable problem in that service equation: if you think you're hated
by everybody that's across the counter from you -- or eight in ten across the counter from you -- it's
going to have an impact on how you serve them. The level of antipathy among youth, we found, was
particularly high. And there is an increasing feeling of disconnection in some of the other
marginalised groups. Women and youth are the two that are most often noted.
While all of this is happening, it is fairly clear that citizens are becoming more and more demanding.
They are more sophisticated consumers, they are more educated, they are more knowledgeable about
the power and the use of technology, they are more exposed to quality service from other sectors, and
many more of them work in service industries and have a different standard of what is required. It
is also true that we found a Canadian population that was generally much more difficult and
crankier. They are older, there are more single parents, they have less free time and, in general
because of all sorts of things, they just feel under greater stress.
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Nevertheless, in terms of public expectations, we also found that there were some broad goals about
government and what it wants to achieve that Canadians do support. They wanted governments to
continue to be the guardian, protector of a whole range of things. The partner and the broker in
making of new arrangements. The goal setter in what we are trying to achieve, both in terms of the
economy in a social setting, and in terms of forging a country. And the economic steward of
everything that we are trying to achieve.
What also became very clear (and I'll say more about it in a few moments) is that Canadians want
a very different relationship with and between governments. It goes without saying that they want
more value for money and oftentimes they don't really care who delivers that service, providing
certain things are taken into account.
Customers and citizens
Now let me just quickly return to the work of the taskforce for a moment. The mandate, as I said
earlier, was to examine government service delivery from the citizens' perspective. We struggled with
the challenge that emerged from observing previous work on the topic which concentrated primarily
on organizational -- in other words, is this the right structural unit, let me change it -- administrative
or fiscal reforms that had all been undertaken from an administrator's point of view. Lots of great
work done, but where was the citizen in all this? Who had taken that into account, grosso modo?
Furthermore, in Canada, the debate, even on this subject over the last fifteen years, has centred on
constitutional and jurisdictional disentanglement, or reducing, as we like to say, overlap and
duplication. Our findings suggest that, while we managed to do many of those things, doing them
didn't improve a lot of the services we were providing to citizens. Citizens certainly don't see it doing
so. And as the new managerialism, as I like to call it, invaded every aspect of the public sector, we
spoke increasingly of the client. And, Rick, it was interesting when you mentioned that point earlier
on. You have probably sat through many months of discussions similar to ours in similar settings in
other parts of the world. We were focussed on the client, the client, the client, and the client's
satisfaction with individual service transactions. We finally came to the conclusion that it is
important to have offices open later. It's important to provide services twenty-four hours a day, if you
can, through the use of technology and telephones and so on and so forth. It is important to provide
that service for the least cost possible, in the friendliest, most effective manner possible. But if that
is all you are going to do in setting up work like this, you are going to end up with something that I
call McGovernment. You know that you are going to get a smile. You know how long it's going to
take to do the transaction. It may cost you less, it may cost you the same. But, ultimately, what have
you done to re-engage the citizen in this relationship? So, to me, that's McGovernment, and that's
Flumian terminology, attempting to underline the distinction between client and citizen.
The taskforce felt that treating all Canadians as clients didn't do justice to the full range and
responsibilities of the services that government needs to take into account. So, many, many months
of discussion that we engaged in reminded me of Evelyn Brodkin's statement yesterday, or the title
of one of her pieces: If we can't govern, can we manage? We focussed perhaps half of our time on the
new managerialism and what would come of it. In the end, we found it a pretty sterile discussion.
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So, in our own jargon, we introduced the notion of citizen-centred service, which takes into account
the complex issues of intergovernmental dimensions and the government's relationships across a
whole range of interactions and relationships with citizens, through all the facets of government
responsibilities for the making of framework policies, for rules and regulations, for governance, and
for the importance of service transactions.
So why citizens and not clients? I think Rick's already touched a little bit on this, but let me just tell
you why we felt so strongly about this. There are important differences which you are all aware of
between the public and the private sector marketplace. The public sector often has many clients
around any simple issue. Balancing the interests of competing clients still is -- and this will never
change -- one of the major roles of government. The private sector client always has an option of
taking business elsewhere. The clients of government, especially in the social services sector, rarely
have this option. And the clients of the public sector are citizens who ultimately elect politicians.
Market acceptance is sometimes seen as re-election and therefore in the reforms that you are
providing for it is important to gauge where that balance is going to be, for the good of the country
and for the good of the government. So without taking away from anything Rick has said (because,
fundamentally, I agree with it), we felt that thinking in terms of the citizen rather than the client
took these differences into account in a better fashion.
So what is the citizen-centred service definition that we developed? Well, first of all, it starts with
service, not with services. The focus is very much on the relationship and not just on the transaction.
When it is possible, it should address the whole person and not just part of the person. When it is
possible, the issue should address the whole problem and not just part of the problem. Let me give
you a few examples of what I mean by that. There is a Canadian example that may be known to some
of you. It's called Service New Brunswick. This example doesn't come from the social services setting
but let me just give you it as a case in point. Someone asked the question in New Brunswick: If I was
a citizen who wanted to set up a gas bar with a convenience store, where would I have to go, how
many levels of authorities, or approvals, or permits would I need, and what would be the result of
that? Well, nobody quite knew the answer to that question until some efficient bureaucrat put
himself in that position. The answer was fourteen departments and seven different permits. With
seven different permits and visitations to the fourteen different departments -- and I'm just talking
here about the provincial government -- the process also had to be undertaken in a particular
sequence which, of course, is also unknown until you show up at the wicket and get told that... I
think you've seen this in a lot of cartoons and various journals. It's the standard bureaucratic runaround. In some cases, the individuals found that you had to pay in cash. In some cases, they would
only take a certified cheque. In some cases, they were only open these hours. In some other cases,
they were open other hours. And, of course, none of them were located in the same business location
or with great proximity to each other. That's an example of what we mean by dealing with the whole
person and the whole problem when you can.
The innovation brought about by Service New Brunswick and the technological systems that
supported it now allow for that individual who wants to do that same thing to go to one location, or
to do it by phone, or by PC, and, in a matter of a very short period of time, go through that whole
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process of registering for all the various permits, etc., etc., that have to be acquired for the purpose
of going about and setting up his business.
There are several experiments of that nature that were just beginning as we were beginning our work.
Experiments like the ones that were discussed yesterday here in terms of the changes in labour market
services and labour market development that are happening in Manitoba. There is an excellent
example in Prince Edward Island, in terms of harnessing the power of the community base and totally
redesigning the system that involves the federal government through the Department of Human
Resources and the Department of Health, provincially, along with all the social service agencies and,
as I said earlier, the communities that have to drive that entire system. So there are a few examples
of the kinds of things I am talking about.
Again, to juxtapose the problem that we are trying to address, the traditional department-centred
approach makes it the client's or the citizen's responsibility to integrate these services. The approach
that we are advocating, the citizen-centred approach, makes the integration of these services
government's job, and actually goes beyond government. That is a fundamentally different approach,
certainly for the government of Canada, for most provincial jurisdictions, and municipal jurisdictions
that operate in this country.
We heard about some of this last night in terms of the work that is beginning in Mexico. We heard
about social services programming that is going to be related to the life-cycle of the Mexican family.
That's exactly the kind of thing, Evelyne, that I think we are trying to achieve here in some of these
areas.
Technology makes this approach more and more feasible and more and more achievable. Once upon
a time, this would have required -- even my example of the New Brunswick businessman -- an
incredible reorganization of files and people to one location, and so on and so forth. Now, it doesn't
have to be done that way. By the way, in most of these examples I am speaking of, no legislative
changes were required. Some may come as a result but these experiments were tried without major
legislative change.
So, to date, our focus on improving service delivery has been largely on efficiency, on organization,
on jurisdiction, and on inputs instead of all the important outputs that we have talked about so far
this morning. And the other caveat is that they are all still department-centred. Political forces,
whether it's globalization or competitiveness, and, of course, technology, are eroding all our existing
structures and processes while we are trying to hold on to what used to be.
Partnerships, accountability, performance measurement and transparency
This led us to one of our more important conclusions. It doesn't sound like much of a discovery
because it's a word that has been overly used and not really meant in the past. But our work led us
to conclusions about the inevitability of partnerships in forming these great breakthroughs in
citizen-centred service that actually make the integration of all these services the business of
government and not the individual. We could just work along on the task of making all those
individual transactions better -- the McGovernment I talked about earlier -- but reduced budgets
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make it impossible to even maintain the existing silos we have created in governments at all levels.
We have little choice but to integrate or, in our terminology, to cluster services around particular
groups of citizens and deliver them through partnership and through the responsive systems that we
have to implement to support them.
Now partnerships imply, when used this way, some pretty important changes. They imply redefining
roles and responsibilities. They imply changing the processes for decision-making. After all, we have
to take into account that different parties in these partnerships come to their decisions differently.
And we have to be able to manage increasingly this complexity through a clear vision and the clear
objectives that are important to the outcomes you are trying to achieve. And, in all of this, the most
difficult lesson for governments to learn is that we have to learn to share power differently.
We discovered that we can also learn a lot from the private sector on how partnerships can be
structured. There is no great magic to this and there are many lessons that we can learn from business
practice. Bob and Rick have already alluded to some of them.
Now, in terms of managing for these service improvements, we came to a number of conclusions
which our polling reinforced dramatically. We concluded that the foundations of quality service and
the kind of durable service partnerships that we are trying to build demand a clearer view of
accountability issues. In the federal government context, as I've mentioned, appeal to accountability
concerns has usually been used as a red herring to explain why we can't do something. But you can
set up accountability regimes that protect and give assurances to all the parties. You have to learn
to manage with a little bit more risk sometimes, but the benefits are often worth it.
A lot has been said about performance measurement. This is an area that we spent a particular
amount of time on because you have got to be able to measure what it is you are trying to achieve.
The importance of performance measurement is that it forces governments at the federal level and
at other levels to get their minds squarely set on what they are trying to achieve so that it is easily
understood by all the parties to the initiative.
And the last one is transparency. Citizens have to understand why it is that you are entering certain
arrangements. The parties to the equation have to understand it. And the other important element
to transparency is that, once you enter into these arrangements, you have to be able to defend them.
This is especially true and important of the procurement processes, which we have got to do
something to alter radically if we are going to get the kind of investments from the private sector that
are required to go on to make some of these breakthroughs. Because the kind of procurement
processes for contracting that we presently have in place, certainly at the federal level in Ottawa, and
probably in some provincial jurisdictions, certainly don't lead to the kind of innovation and the kind
of partnership formation that could probably push us into even greater areas of improvement.
All of this has to be written up fairly clearly in some accessible form where it's available in most cases.
In some cases that are significant, even tabled in Parliament. And in some cases, it will have to be
enshrined in legislation.
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In terms of accountability, I have said quite a bit, but let me just say a few more words about it. The
accountability of Ministers has got to be preserved but it's not impossible to do that while increasing
third party delivery. Delegating service delivery does not diminish accountability but it does change
it, and that's got to be taken into account. New accountability systems and arrangements are
required. They are not impossible to work out. And, oftentimes but not all the time, that will require
some enabling legislation.
But, in all of this, to support much of what has already been said by the two previous speakers this
morning, the biggest obstacles to innovation and service improvements are the cultural barriers. The
'learning to let go' that I spoke of earlier is crucial because, in governments, we like to make the rules
and then we feel we have to make sure that we have control over every aspect of how they are
delivered. And, secondly, we have to learn that, in the virtual environment which we have talked
so much about, the structures that we have set up in government do not really mean as much as they
should. We must get off some of the traditional turf battles in trying to bring the benefits of this
virtual world to the clients that we serve.
A lot has been said about performance measurement and partnerships and the need they create in
this new environment for contracts with clear objectives, clear performance targets and standards,
with objective performance measurements that are objectively agreed to by all the parties, and then
for the well-defined rewards and penalties that we have heard some about as well.
We know one thing: that the moment we go to measure something, it probably gets attention;
achieving what's measured is the thing that gets done. So we have to be careful what it is that we are
measuring. We just don't want to create a new generation of bean counters. We've got enough of
them in government. And all of this has led and is leading ever increasingly to a new
government-wide focus on results. Not just the inputs, but what it is we are actually trying to achieve.
We found a lot of information on that subject from the polling that we did of public servants within
the system.
Transparency. I have talked about the importance of that and how it is the foundation of both
accountability and performance measurement. Effective services have to be designed with the
citizens' needs and expectations in mind. And the expectations, roles, responsibilities and
performance targets for the results have to be made public, so that all parties understand them.
Enough has been said about continuous improvement in all this.
Organizational issues
Just a few words about successful service organizations and why they differ so much from most
government departments, and most governments in general. We have begun and will continue to
invest more in people. There has to be significant training and development in a cultural and in a
competency sense to bring some of this about. There has to be greater emphasis on communication,
both internal and external to governments, ourselves and the groups that we tend to serve, and the
people we have to work with in order to achieve this, be it other levels of government, the private
sector, or non-governmental organizations. We are moving to, and will continue to have to move
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to, flatter, more flexible organizational structures, notwithstanding the organizational confines in
which we have to work, for good legislative reasons. We have to focus on outputs -- I've said enough
about that -- and the systems that have to support them. And more importantly -- and a lot has been
said about this -- we have to have a clear service vision and performance targets when we enter into
these things, because if we don't know where we are going we are not likely to get there, to misquote
Yogi Berra. And, finally, we have to use citizen feedback to drive these continuous service
improvements and then couple that with continuous organizational learning and adaptation.
Two or three more words about where this leads us. In the work of the taskforce, we started out
looking at the service transaction and we pretty quickly came to the conclusion that you can't
separate service improvements from administrative reform or from policy changes. Improving service,
ultimately, especially for the federal government, means getting into larger issues of public policy and
administration, where the roles and responsibilities of departments and governments have to be
examined, and broader policy issues, where important trade-off decisions have to be made and where
those balances have to be taken into account, have to be part of the discussion of how to improve
service. Neither improving transactions nor improving policy alone will lead us to greater
improvements in the citizen-centred service that I am talking about. We have to look at the whole
thing in its totality, which is why this approach tries to serve as a framework for the entire federal
government.
And finally, there is no silver bullet. That's the conclusion we came to. There is no one model that
works better than any other. There are lots of approaches that have got to be tailored to the
circumstances of the citizens that you are trying to serve in any particular case, and that have to be
tailored to the partners that you engage with in order to help you achieve the particular goals of the
enterprise you are entering into.
This approach is not a panacea. It does not apply to all areas of government. We have to be practical
in our approach to where we apply it. We have to remember that, while technology is a significant
and very important enabler, it should not be seen as a substitute for service. The systems we redesign
and invest in have to support all of this substance and not be a hindrance to the concepts we've
designed.
Citizen-centred service, then, is a systemic challenge that requires a new relationship between how
policy is made and how service is delivered, with continuous feedback to reinforce all the linkages
all the way back to the citizen. The concept means exploring new organizational models, partnerships
with all levels of government, as well as organizations outside the public sector. It is also going to rely
heavily, if it is going to be successful, on both the horizontal and the vertical integration of existing
structures, programs and relationships throughout government. But, if done the way the taskforce
is hoping, it will create new opportunities to re-engage citizens and other partners with governments.
And so it was that a small group of officials began their work on what was seen as a small little
exercise to improve the service transaction with the client. This little exercise ultimately went much
further in exploring the broader questions of how to reconnect citizens and governments, because
our polling told us that that was fundamentally what was broken.
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Citizen engagement and expectations
In the last decade, we have seen in Canada the elimination of much overlap and duplication, and
the strong drives towards disentanglement. But the message we found from our polling was that
re-engagement and involvement across all levels of government and of Canadians with
non-governmental organizations, with communities, and with the private sector, were appropriate.
Perhaps, from the perspective of the citizen who is being served, disentanglement should really be an
oxymoron in a federal state that functions like Canada. But that is probably heresy in the period that
we are still moving through.
Let me leave you with a few more recent views of what Canadians think of some of the issues we have
touched on in the last two days. In Canada, perhaps, the pendulum has begun to swing again in our
constant search for balance. If we read the chicken's entrails carefully enough, we will see some of
what I said reflected, endorsed, and maybe even encouraged. For that, for those of you who like to
keep track of these sorts of things, I would direct your attention to work done by EKOS Research
Associates that was completed in January, 1997. It is an interesting piece of research undertaken with
a view to uncovering the public perspective concerning government renewal and how effective we
have actually been in Canada, in federal, provincial or other levels of government..
First of all, let me just say one or two words about the priorities revealed by this work. The priorities
identified in the survey seem to be shifting, but once again the top priorities involve human
investment themes. Education and health care are tied as the top priorities. And they happen to be,
by the way, the top priorities for the federal government which is interesting. For those of you that
know anything about Canada, education is seen to be clearly in the provincial domain and health
care is shared -- the federal government funds and the provinces deliver. Thus, these areas are
essentially provincial jurisdictions and yet they top the list for federal priorities.
Social human capital is one of the areas that they look at in this report and the associated analysis.
What they mean by social human capital are the organizational factors that surround human
investment priorities like job creation, unemployment, job training, education and health care. The
underlying themes are all investment in people. These priorities have indeed increased in importance
over the last year. I want to underline where they have increased the most: in the Atlantic -- not
surprising, given some of the election results we have seen in the last little while -- but also in
Quebec. Those are the areas where they have gone up the most.
Finally, in terms of the fiscal concerns. While priorities have increased in terms of social human
capital, in terms of fiscal priorities, which bundles factors like tax and deficit concerns, the emphasis
has decreased. This fiscal factor has declined in importance over the past year. And the decline is
directly attributable to the increase in human capital priorities. Concern with the level of taxation
is down a fair bit. The decline, I might add, is particularly pronounced in Ontario.
Thus, active priorities for government are emphasized. Support for active investment initiatives has
risen substantially in the past year, again while the fiscal priorities have declined. They were tied last
year and there has been a significant move upwards for one and down for the other. This, as argued
North American Institute Forum – Winnipeg 1997

187

The Challenge of Change in Social Policy: North American Perspectives

by the people who put this work together, is reflecting an important shift in Canadian public opinion.
Now, in terms of federal involvement, the previous work on rethinking government -- there have
been two previous studies of this time series as it was being developed -- have indicated that there
is no real desire for government withdrawal from economic and social intervention. The most recent
findings sharpen the focus of Canadian attitudes towards government involvement. Across all areas
where respondents were asked about increased or maintained federal involvement, eighty-one
percent of respondents chose "increase and maintain federal involvement." This, by the way, is up
significantly from last year when that percentage was seventy-four. And this most recent work
continues to confirm the active investment shifts that I discussed earlier. Across individual priority
areas, the desire for federal involvement ranges from a low of seventy-four percent, for job training,
to a high of ninety percent, for environmental areas. These findings also fly in the face of the
'watertight compartments' theory of devolution which argues for the discrete compartmentalization
of functions across the two senior levels of government. And hence, the chicken's entrails tell me that
partnerships of some measure are the right way to go.
For those of you who are interested in what's happening in Quebec, seventy-nine percent of
Quebecois, versus eighty-one percent in Canada overall, almost tied, seek an increased or maintained
federal presence in all of the priority areas. Let me just tell you what those priority areas are:
environment, transportation safety, health care, job creation, Canadian culture and identity,
education, immigration, and job training.
In terms of provincial involvement, let me tell you what the citizens of Canada say about that. A
higher percentage of them also have a preference for provincial involvement across the same range
of issues.
This finding, when linked with others in this study, suggests a subtle but continuing lean towards the
provinces. This, in turn, is linked with steeper declines in confidence and expectations of the federal
government. The declining expectations, as I said earlier, are also reflected here and they are
particularly true for youth and for women out there. However, as already noted, Canadians also want
increasing involvement from the federal government in social areas. But the public wants a partnered
approach from the two senior levels of government and, therefore, either pole of the
centralist/decentralist debate, I think, misses the public preference. Canadians want a partnered
approach from both federal and provincial governments in areas that they consider to be truly
important to their day-to-day existence.
Overall, the overwhelming preference for all Canadians is maintained or increased presence for both
levels of government. There is much more to be found in that study of EKOS, which I believe is in
the public domain, about the roles of devolution and how that is being perceived and understood out
there in Canada.
So I will just conclude by saying that this data continues to support the strength and richness of a
simple concept which can be made very powerful, re-engaging citizens and governments in searching
for new models by which we are to be governed, while making the best use of all of our resources, our
technologies and our people. Alternate service delivery, ASD as it is called probably throughout the
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English-speaking world, and performance measurement as an industry, have spawned new and
burgeoning consulting firms here in Canada and especially in Ottawa. And I am sure that we can
continue this debate over many years to come, as we see what models do emerge and actually take
hold.
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Wisconsin Works: Alternative Service Delivery for the State’s Welfare Programs
J. Jean Rogers
Good morning and thank you for the invitation to share my state's experience designing an
alternative service delivery system for welfare programs.
Listening to my fellow American, Kent Weaver close his remarks with scepticism regarding the
transferability of Wisconsin's reforms brings to mind a biblical quote: John 4:44 "A prophet hath no
honour in his own country."
Wisconsin is in the process of implementing a welfare replacement program we call "Wisconsin
Works" or W-2. It differs from other welfare reform measures, such as Two Years and Off plans, in
that there is no unrestricted cash assistance provided, not even temporarily.
Instead we offer every parent who needs income in order to support their family one of four work
options. They are:
!
!
!
!

Unsubsidized Employment
Trial Employment
Community Service Employment
Transitional Employment.

In planning this system, we developed a strong design reflective of our work-focussed philosophy and
experience. However, we were confronted with a problem about which not enough is said or
considered. The problem we were confronted with was that we did not believe the design we arrived
at could be carried out, especially in Milwaukee County, without a radical restructuring of the service
delivery system itself.
The current American welfare program operates with basically two separate parallel service delivery
systems. The first is the eligibility and check distribution system, run exclusively by counties in
Wisconsin, and by state employees in other places. The second is the welfare to work system, or JOBS
program as it has been called, which can be run by any entity either for profit, non-profit or
government.
This dual system is far too complex, and has resulted in the following:
1. Management by process rather than outcome.
Rules govern how agencies spend their money, not what family outcomes are achieved.
2. Lack of accountability due to the diffusion of responsibility.
Where several agencies are responsible, no one agency is accountable, mis-communication is the
norm.
3. The dedication of tremendous amounts of energy is made attempting to coordinate the
various operational parts of the system.
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There are many attempts to coordinate and collaborate, but this is a second best solution. Shared
responsibility by definition does not permit aggressive management for success, because all parts of
the operational system must agree before action is taken. The lowest common denominator prevails.
4. Performance is compromised in part by political decisions.
The lack of connection between outcome and agency rewards favours political influence. Politics,
realistically, can never be banished completely. But it can be managed down to a very small
consideration, if the incentives are designed well.
5. Worst of all, bureaucratic efforts are organized around increasing the size and scope of the
agency rather than accomplishing its objectives.
It's natural for individuals to want to grow their organization, whether it is government or business.
But business incentives, in a market environment, are such that growth equals customer satisfaction.
Government needs to build in parallel arrangements so as to arrive at the same result where until
recently there has not been a market mechanism as such.
How have we changed the service delivery mechanism in Wisconsin so as to improve it?
First, we decided to end the dual agency approach in the current system and move to service delivery
through a single organization which would be wholly accountable and responsible for results. The
new agency is called a "Wisconsin Works" agency and it operates out of job centres which also house
other work and training programs, run by the State Labour Department (DWD) and available to the
general public.
By having one agency, with each participant dealing with only one case manager, we eliminated
many of the excuses for low performance by both agency and participants. Agencies will have under
their roof all the elements and authority necessary to successfully manage the program, without
having to rely on partners over whom they have little or no control. Participants will have a single
case manager, and therefore, will not be able to avoid accountability by playing one agency off against
the other.
By placing the Wisconsin Works agency physically inside Job centres we eliminated the "public aid
office" locations of the old welfare system. This sends the signal to those coming through the doors for
help in providing income for their families, that they are there to find a job, not to sign up for the public
dole.
The second change we made was to open the Wisconsin system up to competition from any capable
organization, from existing government agencies, to private for-profits and non-profits. While
government must be ultimately responsible for overseeing the programs it creates, there is almost
never a good reason for government to be the monopoly service provider.
It is generally better for government to exercise its management responsibilities through carefully
designed contractual arrangements with outside vendors, which include performance standards,
rather than through the old "command and control" mechanism.
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The third change we made was to divide Milwaukee, our largest city with over 60% of the statewide
welfare caseload, into six distinct regions. We have learned that it becomes progressively more
difficult to run a first-rate, accountable program as the size of the organization and its caseload
increases. Through competition, five vendors were selected-- four private non-profits and one
for-profit. The government sector elected not to compete.
Our fourth major change made is in the nature of the mechanism the state uses to maximize results.
The main result we want is family economic self-sufficiency. Therefore, we designed our contracts
to produce this outcome.
Under existing fiscal arrangements, the state provides money to counties, who run welfare now, based
on their caseload. The higher the caseload the more money the county is entitled to, regardless of
whether their program is effective or not, so long as a county spends its allocation on eligible
activities, the state will not challenge it.
Paying more for higher caseloads is not the way to manage for self-sufficiency. So we decided to use
a modified health maintenance organization contracting model. Instead of determining allocation
based on cases, we made a one-time determination of the number of cases in each region at the start
of the program, set the allocation based on this number, and then made no further adjustments for
the two and a half year contract period.
The state has established performance standards for both local agency outcomes and processes. And
penalties exist for certain violations, such as failing to serve an eligible client. However, once an
agency meets the terms of their contract, they may retain up to 7% of their contract amount as
"profit."
6. What does the change to a profit model based on meeting performance standards
accomplish?
Rather than prospering by having a large caseload, agencies will succeed by helping their participants
find jobs and move off their caseload. This is so because the budget allocation is fixed, and a
proportion of funds remaining after service is provided reverts to the agency. Even within their
caseload, agencies are better off the higher participants are on what we call the job options ladder.
Those in the private sector trial jobs cost less to the agency than those in community service jobs.
because the cost of a trial job is only $300 per month to the employer. vs. much more for a fully
subsidized government created community service job.
This is the essential basis of our new and alternative delivery system. Will it work better? Early
indications are encouraging.
Since we announced the winners of the competition in Milwaukee about a month ago, there has
been an intense jockeying by the new agencies to hire the best human talent in the city. Many of the
really good people had been stuck in their organizations, often not adequately rewarded or promoted.
Why is this important? Because the success of any business is dependent upon the quality and
motivation of the people who work for it.
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We are also beginning to see the new agencies taking a greater interest in the other supportive
organizations within their region. They feel a greater responsibility for a geographic area over which
they have greater influence than the old system did. And they want to succeed, and be perceived as
successful when their contract comes up for renewal.
What of the use of computer systems in our current and future programs?
The existing AFDC program is exceedingly complex, with little room for caseworker judgment.
Mistakes in calculating benefits are common.
For this reason, and because we wanted to have more management information about the program,
we embarked on a major computer system redesign a few years ago In the end this cost about $5
million. From this experience we learned some things.
First, system changes almost always cost more than anticipated. The vendor comes in low, then
charges a lot for change orders. Complexity abounded.
The result? We had a lot in our design which was "nice" to know, but not essential. Caseworkers had
too much to input, from a cost-effective time management point of view, and they were bombarded
with "alerts" which could not always be responded to.
Worse, the system was only able to produce many of the important reports we needed through
specialized central office software inputs, rather than on-line. Frustrated agencies couldn't look up
the information themselves and were not convinced by our numbers, since they did not correspond
to what they kept "off the system."
The lesson here is twofold.
1. Alternative delivery mechanisms should incorporate simpler, more basic and more usable systems
designs which are also less costly. Being able to track an individual or group of individuals over time
is important for management purposes. But necessary data are far fewer than we often think we have
to have when we are in the planning mode, and second,
2. Where alternative delivery systems are designed with new work-based policies such as we have
now in Wisconsin, simplicity is actually made more possible.
Why? Under Wisconsin Works, we have less concern and worry about fraudulent benefits. If
someone who is not technically eligible ends up working 40 hours per week in a community service
job in exchange for benefits, it is not the end of the world. This is contrasted with a cash entitlement
system, in which it's very important to assure than an individual is eligible, not working off the books,
and not receiving multiple benefits.
In addition, we accord far more responsibility and decision making authority to caseworkers, and we
pay them somewhat more while giving them lower caseloads as well. This is necessary under a
program, where caseworkers are expected to decide whether an individual can work in the private
sector, or if not, which subsidized employment position is best. In other words, there are no longer
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any entitlements. Under these circumstances, judgment is key, and computer systems can be
somewhat simplified.
The field of human services is one of the last areas where competition and alternative service delivery
is only now emerging. When we published our request for proposals for W-2, there was considerable
interest from some of the larger for-profit vendors such as Lockheed and EDS. But they did not bid,
saying later that the market was too new for them to make an appropriate business judgment.
Instead of the giants, we got some very good local and national vendors. But as the market matures,
I predict that in ten years these large vendors will have joined the more nimble and risk-taking
service providers who have gotten in first, and that local governments will routinely be forced to
compete to win human service business.
And that's how it should be.
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Rapporteur's Summary
Rod Dobell
The meeting for which this collection of papers was prepared pursued an ambitious agenda.
Tracing under-currents, cross-currents and counter-currents in the ebb and flow of ideas on social
policy, it noted sharp fiscal swings and retrenchments, evolving institutional premises and roles, and
dramatic new developments in information technologies offering startling opportunities to reshape
delivery of social programs in a more integrated fashion more responsive to the variety of individual
client needs and circumstances.
Beginning with a brief overview of current developments in Canada, the United States and Mexico,
it flowed through a review of the evolution of social policy in modern historical context and a sketch
of current trends in governance and devolution of responsibilities, to consideration of new
institutional and technological factors in the re-design of government policy frameworks, finishing
with an examination of concrete experience in program delivery in the social policy field in the three
countries of North America.
The papers and discussion in this meeting focussed on lessons which we might draw from this review
of comparative experiences. And lessons there certainly were. But the first and perhaps foremost
lesson emphasizes the warning not to forget significant differences across the three countries.
It is tempting to speculate that the range of papers in this collection is illustrative of deeper features
in comparisons of the policy settings in the three countries. Mexico, it might be argued, despite major
reforms aimed at decentralization, is still at a stage where the constitutional responsibilities of the
federal government must be emphasized, and reforms of federal social security are central, even if one
key feature is to move the retirement savings system toward private market mechanisms. In a young
and growing population, basic supports for education, child care and family health insurance remain
key priorities. Canada, attempting to protect basic transfers in a time of budgetary retrenchment,
looks to federal-provincial devolution and alternative institutional arrangements, but remains
concerned about national standards and public sector procedural protections in service delivery. In
the US, by contrast, authorities are willing to see public sector procedural protections give way to
private sector entrepreneurial values in pursuit of results (perhaps with procedural protections relying
on a stronger tradition of individual litigation). In both Canada and the US, an underlying concern
is to constrain the growth in claims associated with the rising proportion of elderly, while in Mexico
the strains associated with rising numbers of retirees are dominated by the problems of infrastructure
and employment opportunities for a growing population, of which one-half is under 18 years of age,
and half of that is in primary school.
Moreover, in considering questions of policy design and political feasibility, it is important to
remember that in both the US and Canada we have mature welfare states where the major programs
are well established as part of an entrenched status quo. Those who were prospective beneficiaries
as the designs of these programs were being debated have been converted into existing beneficiaries
with a strong interest in maintenance of those same programs regardless of their merits in changing
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circumstances. Mexico, by contrast, is initiating reforms and processes of devolution in a nation with
a young population, a vast informal sector (much of it in extreme poverty), and few entrenched
clienteles. The character of the problems to be addressed, and the range of choice open, are different
in kind from those in the neighbours to the North. Not all lessons should necessarily be carried across
borders in either direction without careful scrutiny.
That said, there surely are some interesting observations of general interest flowing from the
discussion over the past two days. These might be grouped into two main categories. First, we have
talked much of devolution of responsibilities for social policy, and the evolution of new technological
opportunities and inter-institutional arrangements for program delivery. Second, we have also heard
concerns that these tendencies toward individualistic market-oriented mechanisms have to be
tempered by recognition that there remain essential concerns about social capital and social cohesion
which cannot be sufficiently reflected in purely individual market-based incentive structures.
As we think about the formation of policy, we recognize that we are talking about choice--social
choice--within constraints. A central question is whether the constraints are greater and bind more
strongly now than they seem to have done in the past.
We might think of these constraints as emerging from physical and social structures--a system which
reflects basic facts of life and laws of nature within which we have to live. As to the mode of living,
we have preferences or desires expressed both individually and collectively. Our task is to find the
institutional arrangements and modes of behaviour which mediate between these preferences and
the underlying systems--which enable us to fulfill our desires and satisfy our preferences within the
limits and constraints imposed by the systems within which we must live. The discussion over the past
two days has suggested a number of observations on this general task and the way that our
perceptions of it are changing..
First, the underlying system is very complex--perhaps much more complex than we have realized in
the past--and it is changing. Although we have not dealt much with the question here, much current
discussion of policy analysis is directed toward the problems of decision-making when the underlying
system is too complex and too uncertain to permit confident prediction of the consequences of
various actions or policy interventions. When we are looking at the possible intergenerational
consequences of decisions taken within complex labour markets serving economies in the throes of
profound structural adjustment, for example, it is not hard to argue fairly persuasively that the
outcomes are largely unknowable in advance. In the face of substantial inherent uncertainty within
all these systems, we need to seek policies which build in resilience in social structures, which are
robust against shocks, which recognize diversity and work well in changing circumstances. We have
not had time to explore the implications of these considerations for policy-making, but the
importance of recognizing the need to balance a range of risks in an uncertain world certainly came
through in our conversations.
A particularly important element in the complexity of human and social systems discussed here is the
fact that people learn about these systems and the rules that govern them. They change their
behaviour as they learn about the structures and character of the systems around them. They
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anticipate the consequences of policy initiatives, and change their behaviour as they learn about
them. Moreover, people--the agents and participants in these systems--adjust their expectations and
perceptions, and formulate their own conduct in light of them, whether or not they are truly
warranted or will prove valid.
Second, we have recognized that preferences themselves are changing--the balance between
individual goals and social concerns is being judged differently now than in the past perhaps. As
people have learned about various systems of social support, and come to recognize the behavioural
responses induced by support provisions, concerns about dependency have arisen. Tolerance for what
appears to be unduly extended dependency and 'free riding' may be declining.
Scepticism about the benefits of social programs or the value of the social wage, or indeed about the
legitimacy of government action in the social sphere, has increased dramatically in many circles.
Under these circumstances, in a learning society with increasingly complex systems and evolving
social values in communities with rapidly changing demographic distributions, the institutional
structures which mediate between desires and facts--between preferences and system constraintsmust themselves change.
And I suppose that is mostly what we have been discussing here--the features of these changing
intermediary structures and instruments, and the processes by which change is achieved. On the first,
we've talked about decentralization and devolution, the roles of national and subnational
governments, non-government organizations and corporations. On the processes of policy change
and evolution, we've heard a lot about retrenchment, step-by-step-by-stealth.
One sceptical note or caveat at the outset is perhaps necessary. Much of what might now pass as
conventional wisdom about the inefficiency of government and the failings of bureaucracy is a set
of beliefs created by sustained advertising and committed advocacy over a couple of decades or more.
In all our countries, the so-called service economy is by far the dominant, growing, and increasingly
visible component of the economy. Traditionally it has been dominated by public sector institutions,
in education, health care, social services and general administration. With the telecommunications
revolution, information technologies and the surge in activity in dynamic business services, this
service economy offers fruitful ground for expansion of corporate business. The corporate bid for
increasing market share in the service economy requires a deal of negative advertising casting doubt
on the ability of competing organizations--public sector agencies--to meet customer needs. Along
with the general social rivalry and competition for public resources, these interests may go far to
explain the apparently increasing public scepticism about traditional social programs. Just as it is
important to recognize that the case for market failure can be pushed too far, it is also important to
look closely at the claims for government failure. In particular, as we go through some of the later
discussion, recognizing the need to select among alternative institutional forms, it will be important
to assess the merits of governmental or community organizations as against corporate hierarchies on
the basis of specific criteria and evidence, not generalized conventional wisdom.
Against these background comments, then, a few specific themes that emerged here.
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1. The lesson of social capital and the economic value of social cohesion is clear, and crucial.
Investment in individuals and social infrastructure is a crucial investment in reduced expenditures
on treatment of dysfunction. Promotion and prevention are important activities with significant
payoff in reduced caseloads of problems, whether one is talking health, education, corrections systems
or income maintenance. Status, role, coping skills and self-esteem are shaped by factors that go far
beyond market roles; they hinge on notions of socially useful place and valued contribution. Social
programs which promote self confidence and self image through opportunities for such recognition
are wise social investments even if commercial viability is not on offer. Claudio Stern's comments on
several occasions help us to appreciate this point.
2. More generally, production economics or managerial economics does not capture the full
complexity of the system. Markets are too limited as signalling mechanisms precisely where the most
crucial problems lie--with social capital, natural capital, externalities, obligations of stewardship,
discount rates. The information problems are severe in all this, and the presence of market
mechanism may not help, because the price signals are simply lacking and equivalent simple
performance measures cannot be fabricated.
3. Which is not to say that market mechanisms are unimportant in this field, because they may help
to create socially useful incentives even where price signals cannot convey results. It is crucial in our
design of institutional arrangements to get the incentives right. But one can go two ways on this too:
a) institutional arrangements can establish formal rights and claims--create ownership in the sense
of formal property rights, and thus establish claims to future revenues and incomes which will shape
incentives and performance (the 'privatization' route); orb) institutional arrangements can establish
a sense of 'ownership' through assurances of participation and influence in decision, hence a 'buying
into' the results and consequences, with an incentive to get performance and results right as a result
of shared responsibility. (This second approach, the participation route, of course can itself go two
ways--toward a strengthening of traditional representative government, or towards devolution to
community-based organizations and direct democracy. Discussion in the meeting did not address this
issue extensively, except to observe that current attitudes seem decidedly sceptical about the
possibilities for improving representative democracy, and strongly favour more participatory or direct
mechanisms.)These two different routes correspond to the emphasis on market mechanisms and
responsiveness to the client, or on social mechanisms and responsiveness to the citizen, respectively.
4. Perhaps the key organizational point which comes through all the discussion here is the
recognition that a public role or public presence or public interest in public goods does not demand
public provision. Programs may be initiated or even financed by the public sector, without any
necessity that responsibility for delivery be assumed by public agencies. However, these alternative
service delivery arrangements may demand extensive inter-institutional cooperation. Unless one is
prepared to see responsibilities fully devolved to an autonomous agency, some public presence is
required, and this entails considerable, possibly difficult, power-sharing and coordination.
Transactions costs and contracting requirements may be high; principal-agent problems may run
deep. Sometimes hierarchy is easier.
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And of course this is the point at which we have to recognize that separating steering from rowing
generates serious problems of information barriers. Many of the conventional performance indicators
become perverse, in the sense that they encourage and foster individual discretionary actions which
not only fail to promote the underlying public purpose, but may actively work against its
achievement. In the effort to bridge these information gaps, accountability mechanisms war against
innovation and risk-taking; results-oriented performance measures war against longer term and more
basic social investment.
The issue here is implementation--the achievement of compliance, or the exercise of discretion on
the ground, so as to achieve social goals. The focus must be on getting the signals (information) and
the motivation (incentives) right, so as to encourage the exercise of judgement in responding to the
infinite variety of cases encountered in administering any policy. The dispensing of bureaucratic
justice is inevitable in determining eligibility; the issue at stake in institutional choice is how that
bureaucratic justice will be balanced as between rights and results, or between procedural and
instrumental concerns.
More generally, one might see the balance as determining how far civil society employs market
mechanisms to achieve its goals, and how far the rules of civil society constrain the functioning of
markets, on the one hand, and how far the mechanisms of markets dictate the functioning of civil
society on the other.
5. The central policy point, however, may be the need to cushion the economic adjustment process.
People can be expected to resist venturing out onto the economic springboard, taking on the risks
and costs of structural adjustment processes, unless they have some reasonable expectation that those
risks and costs will be pooled socially and shared equitably--that is, they have some reasonable social
safety net to spread the individual costs of economic adjustment which confers general social
benefits. In this respect, the search for balance in social policy has to recognize that in each society,
we are all part of the adjustment process, exposed to the risks, and are all among the beneficiaries
from a social policy which helps to cushion the process. There is no 'us' as opposed to 'them';
investment in social policy and social infrastructure becomes investment for mutual gain.
We are left, it seems to me, with at least four questions that might be pursued in some future
workshop.
1. Robert Putnam suggests that the decline in civic America might be traced to the coming of age of
the first generation to have grown up with television as an omnipresent force. With the isolation that
is encouraged by that force, identification with a neighbourhood or community, and hence social
cohesion more generally, is weakened, it is argued. Here we have speculated about the significance
of the pending milestone represented by the approaching high school graduation of the PC
generation--the first generation growing up with the personal computer as a constant companion.
Will this technological development encourage a greater sense of connectedness for this and
succeeding generations? Will it succeed in rebuilding a sense of community--but will it be a 'virtual
community', a community of interest with shared knowledge and values, but no local geographical
or ethnic links? If so, what might this sense of connectedness within a virtual rather than spatial
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community mean for the definition of social obligations and social policy heretofore defined within
ethnic or geographical boundaries?
2. How might we link the selection of institutional forms to the characteristics of the underlying
systems within which they must work? What features of the physical and social system would favour
appeal to institutional arrangements emphasizing responsiveness to individual clients, through
market mechanisms and economic instruments, property rights and ownership claims, rather than
institutional forms based on community-based organizations or decentralized regulatory mechanisms,
assuring a sense of 'ownership' through participation in decisions and management, focussing on the
rights and obligations of citizens as participants in a shared community enterprise?
3. In particular, to the extent that we do devolve responsibilities and attempt to separate 'steering'
from 'rowing', how can we find acceptable performance indicators and outcomes measures that point
in the direction of the fundamental public purposes which still underlie much of social policy?
Contract management and principal-agent problems will be central here, as will issues of technology,
integrated client server systems, privacy and other procedural concerns arising in the course of
devolving delivery systems to autonomous agencies.
4. And finally, how far can we go in addressing these problems by separating income distribution from
formal participation in labour markets? Can we recognize socially valuable work in the home or
community, in child care or elder care, as building essential social (or ecological) capital, as an
investment in promotion of population health, with a payoff in terms of prevention of social problems
and reduction of social expenditures in the future, without having to funnel this work through the
formal channels of the market economy? When much of the wealth and income of the nation flows
from a base of social and ecological capital which is not the creation of economic agents and can not
legitimately be individually appropriated, can we not find a way to distribute a basic income to all
those who play social roles, even if outside the narrow confines of the formal economy? How might
the Wisconsin Works categories of Community Employment or Transitional Employment be
extended to permit young mothers to devote time to promoting healthier early childhood
development in their own home, rather than necessarily finding jobs doing less crucial work in the
service of other people? Or those caring for elderly relatives in a residential setting be seen as
participating in a socially useful role even though not formally on a payroll as they would be if caring
for elderly non-relatives in a more formal institutional setting? Can we not, in the end, find ways to
assure basic necessities through the distribution of the returns from the common claims to social and
ecological heritage, and thus free up both labour markets and other markets from the non-economic
baggage they must now (largely unsuccessfully) attempt to carry?
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