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GUARANTEED ANNUAL INCOME™ IN THE SPOTLIGHT

The idea of gguaranteed annual income (GAl) orbasicincome (Bl) is in the spotlight todayz here in Canada
and around the world. Finland! has just launched a GAI experimenand several cities and regions are
exploring the idea of a basic income from Europe to India to Latin America. In Canada, the Ontario
government is consulting on the design of pilot project based on the advice of former Senator Hugh Segal.
The announcement of thébasicincome pilotis expected this spring.

Similarly, the federal government has expressed interest in a GAI as part of its work on a national Poverty
Reduction Strategy* The provinces of Quebec and Prince Edward Island, as well as the hglofile mayors
of Calgary and Emonton are also examining the idea.

This is an important moment for antipoverty advocates
who have worked over many years to create an income BHI E FI NG NU TE
security system that ensures that all Canadies can meet

their basic needs and live with dignity. This Briefing N  OA 1 AUO 1 00
The idea of a basic income shines a light on the significarf STl SRR EITe e (@0 A o=

FAEI ET CO T £ #A1T AARAGO O1 AE GRTTA g o T AET
promise of greater social justice and equality. It raises thel b e ") d BOIGCOAIC
conversation above piecemeal changes to individual [T el 1A ol f=ig oot = lale o)
programs to the fundamental goals of our welfare state| .

S inform the development of a Canadian
and our obligations to each other as members o
Canadian saociety. Poverty Reduction Strategy. It complements
There remains a good deal of debate about the a0l GReR i Eor = =0 Eplle[a0) 1) 5)4 (|1
QeswqblAIlty a}nq deS|gp ofa_pa§|c |n‘com__e.~VV~|II’|tAbea:ne campaign and its proposals to eliminate | u_—G—_G—_e
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economic policyz or a strategy to transform our system | A e Acelali=ty e REPAINET E FAE o
and propel meaningful change in the lives of low income FEejETEF e e o1 RS 15110 Mo d0)iksy
individuals and families?
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poverty strategy. It offers a set of recommendations for guiding the development of a Guaranteed Livable

Income (GLI)z an income security system thatvould ensure that everyone hasccesgo the basic necessities
of life and the means to participate meaningfully in the life of their community.

CPJ recognizes tha GLI does not represent a solution tall of the causes of poverty, but it is an importat
strategy for addressing fundamentalsocietal inequities and highlighting the scope and impact o# AT AAAS O
current poverty reduction programs and those being considered in future.

%

ANOTE ON LANGUAGE
A guaranteed annual incomeEO AT EAAA OEAO EAO 1T AT U 1TAIAO ETAIC
guaranteed minimum income, guaranteed livable income, and social dividend or bonus. What is common to
each is the concept of a basic government transfer to individuals or households,adlable to everyone
irrespective of need, with few if any conditions of eligibility attached. CPJ uses the teBuaranteed Livable
Income (GLI)to describe these proposed programs OT  TinArdcdgaitiorOof both the human rights
perspective and the Canal AT  OA1 OAs 1T £ EAEOT AOO8O6
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http://www.dignityforall.ca/en
http://www.cpj.ca/sites/default/files/docs/files/DignityForAll_Report-English-FINAL.pdf
http://www.cpj.ca/sites/default/files/docs/files/DignityForAll_Report-English-FINAL.pdf

THE GAI DEBATE: OPTIONS UNDER DISCUSSION

Various designs have been proposed for a guaranteed annual progragnfrom both conservative and social
democratic perspectives® Indeed, one of the interesting features of the GAllBasicincome field is that its
proponents comefrom such varied perspectives.

In Canada, progressive groups are largely agreed on th
need toguarantee an annual incme that provides for the F : B
community participation and dignity of all people. The INLAND S ASIC
question is how to pursue this goak given the complexity

of the Canadian political system, the existing structuref | N [: 0 M E EXPE R I M E N '|'

the welfare state, and the diverse profiles of individua

and families living in poverty. &ET 1 AT A6O AAOEA ET
underway and will run until the end of 2018.
Two thousand individuals receiving un

h . del id employment benefits have been randomly
1. The Negative Income Tax (NIT) model provides an IR RareTIS g r S S PR oty

income  benefit to lowincome individuals and BFEETREIE S HEEE TN
families, typlcall)_/ admlnlste_rec_j through the ta_lx ETAI i A T £ OQuem %52 D
sys'gem. The maximum be_neflt (income guantee) is year ($812 CAD per month / $9,744 per
avallablc_e to those Wlth no income from other sources. year), exempt from taxation, to participants.
As earnings or other income rises, the benefit level is
reduced by a certain amount per dollar received; LS EERIEE e R EET - IlE ot ] IARIAL
proposed taxback rates in Canada have ranged from 2ESISEelERE RN E e Ele A el g 0FT:
20 per centto 70 per cent OncetheD AAE D E AT G SEEaiEel vau elelgiifel e felFlalg e e oo =
reaches a certain level, the benefit is reduced to zerol SEUANIel I elofolUIElilelg BR (g [ERe el o I
Thus, under a negative income tax scheme there ar{ SelaliAlEEReRR VR ERelle ETRL]E
three groups: those receiving full benefits, those| dOUUERIREREIIER
receiv_ing partial benefits, and those receiving nof= as primary objective of the experiment is
benefits. O O1T air idkofmation on the effects of basic
ETATTA 1T1 OEA AiDbIIi
particular, the government is interested in
determining whether basic income effect-
tively reduces the incentive traps associated
with means-tested benefits. As well, the
Finnish government is interested in whether
OEA DOI ¢COAI AAT OOA}
EAT D O OOEiI PIEEAU O
2. The Universal Demogrant (UD) model, commonly Flefierer S = s izan i =
known as kasic income (BI), consists of a regular
payment made to individuals or families, granted unconditionally ad usually (although not always) tax
free as a right of citizenship. All other income generated above the benefit is taxable, and generally at a
rate higher than current income tax rates.In contrast to the NIT approach which provides net benefits
only to households up to the breakeven income level, the universal demogrant provides benefits to
households all the way up the income scale.

Two basic models are under discussion:

Under the NIT sytem, there is always an incentive for
beneficiaries to earn more income or acquire it from
other sources. However, unless the income guarantee
is set at the poverty threshold, a NIT cannot eliminate
poverty on its own. Typically, the NIT programs have
set the threshold below the poverty line in order to
encourage people to seek out other income.

i It is important to note that a guaranteed income program could be a hybrid of the negative income tard the universal demogrant, whereby a
reduction rate exists but the recipient can earn an income up to a certain threshold before transfers are reduced (e.g., OAS)
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Another variant of the NIT model is also being discussed at the current moment: thiep-Up or Fill -the-Gap

model. In thisdesign, a basic benefit or income guarantee is established (i.e., low income threshold) and any

ET AEOEAOCAT 10 ET OOAETT A OEAO Z£AIT 10 AATT x OEAO OAOC
households above the income guarantee do not receiveyatransfers.

Generally speaking, various proposals differ with respect to four basic points:

91 Degree of universality in terms of population coverage and whether the benefit is targeted at
particular individuals or households;

1 Degree of conditionality and/or eligibility (e.g., residency in Canada, citizenship, income level,
work status);

1 Adequacy, uniformity, frequency and type of benefit (e.g., cash transfers, in -kind benefits, one -
time capital grant);

1 Integration with other s ocial programs (as a complement or replacement for selected programs).

The Basic Income Canada Networifor example, has been verydive in promoting a universal kasicincome

program that specifically replaces social assistance programs, leaving in pdaprograms for children and

seniors that are currently working well. Canada Without Poverty, however, has expressed reservations

about pursuing abasicincome strategy without first ensuring that Canada haarobust social welfare system

inplace. ThecoM AOT EO OEAO Ci OAOT I AT-IOBOA AGO A O bABEISGHEAERADI ET E
AT OEOCEITTAA AU -EIOIT &OEAAT AT ET OOAAA 1T &£ A 030011 C
out of poverty.? Other groups and researchers have affed up their own perspectives on the debate and
proposals for income security reform, providing important context and background for the current
discussion (e.g.MISWAA! Caledon Institute!! Mowat Centrel?).

In Ontario, former Senator Hugh Segal has propOA A & PG4 1pEBDT COAI 1 EEA ADEDI IATA@
Mincome experiment3 ET  OEA pwxmnO8 4EA 3ACAI OADPT OO OAATITATA
Ai 16011 OOEAI &6 ET A 1 AOCA OOAAT AOAAN uéli;dgéd@StaGSOE (

years living in low income,as well as Ontario Works and Ontario Disability Support Program recipients,
would be eligible to participatei4 Participants would receive a monthly, nortaxable payment of at least
$1,320 (or $15,840 /year) for a sngle person, with an opportunity to keep a percentage of additional
employment earnings. The benefit level received would vary according to net family income and family
composition, and be paid to all adults in the family. Participants with disabilities wuld receive an additional
$500 per monthis

The level of interest and engagement in the GAI/BI discussion is exciting but rather daunting even for those

xEl AOA EAI EI EAO xEOE #A1 AAA8O ET AT I A OAAOOELh OUOC
discussion considerably, as it is difficult to sort out where people might agree or disagree. Are we talking

about developing a program that replaces all of the existing federal and provincial income security programs

Z or one that targets a certainpopulation and certain set of programs? Is the primary goal of a GAI to create

a safety net for working-age individuals trying to support themselves in an increasingly precarious labour

market or to fix enormous and pernicious problems associated with theocial assistance systemPhe GAl /

Bldebate® A OAQ@OAT 1 E AQAimalinds i £ OAOUUUS DIl EAU

| CAET OO OEEO AAAEAOI bh OEEO "OEAZEEIT C .1 O0A OAAEO OI
Income (GLI) as part of its own work to advance fedal policy measures that will reduce poverty and make

a meaningful difference in the lives of lowincome people in Canada.CPJ uses the termbuaranteed Livable
Income (GLI)to describe a suite of income security programs that together provide for the econoc security

T £ Al18 4EA TAI A O OAOAT OA &Arecoghition é Ibdth theThdmiah Aghts x A O
DPAOOPAAOEOA AT A OEA #A1T AAEAT OAI OA 1T &£ EAEOTI AOO8S
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A GUARANTEED LIVABLE INCOME

#0* AAI EAOAO OEAO #A1 AAAGO ET Aat dvdiyond Aas QuodsOt theddsixO A |
necessities of life, while respecting the dignity of the person and encouraging participation in community life.
Poverty rates in Canada have not changed substantially in the past tweriye years. Neither employment

nor social programs currently ensure that all people have enough income to meet their basic neéelBoverty

has significant costs for individuals and for society, including health care, judicial costs, loss of productivity

and social exclusiort?

While there are several reasons why Canada should pursue a Guaranteed Livable Income (GLI) program, for
example, to address the failings of our social safety net, or to protect workers who are being pushed aside in

OT AAUGO AATTTiTUh #0* AAflaBA frdgam éhtuld e tdedadhire Had &liCanadiansC 1 Al
AOA AAT A O TEOA ET AECTI EOUh A£OAA EOiviemphdsitedddity AT A
and justice within social relationships, but poverty and public policy focused solely on ecomic
development both rob people of dignity and justice. In this context, a GLI offers the potential of greater
income security, economic opportunity and social inclusion. CPJ offers the following recommendations to

guide the development of a Guaranteed \idble Income for Canadat

Recommendation 1

CPJ recommends that the federal government, in collaboration with the provinces and territories, develop
afederal and provincial/territorial program (or programs/system) that provides a guaranteed livable income

to all, reflecting the economic needs of different regions and populations.

Discussion:

CPJ envisins an income security system that raises individuals and families out of poverty and protects
against income loss and interruptionover the life course. It slould provide support to all people, espedally
those facing the greatest risk of poverty (e.g., people with disabilities; lorgarent families; newcomers),
taking into account community factors that place people at risk, e.g., local labour marketslow education.
Programs shouldbe designedtoEFAAET EOAOA DPAT b1 A80 AET EAAO AT A OAAI C
in families and communities, while minimizing the intrusion of government intob A T DBpriviate (ves.

While Canada has achieved considerable success in building an income sigyrlatform for children and
seniors, programs serving the workage population have been systematically undermined for over two
decades. Poverty levels among unattached singles and people with disabilities, for instance, remain very high.
In this context,a universal GLI could provide a basic income guarantee to many more vulnerable Canadians,
tackling fundamental inequities in current welfare state programming.

"00 xEAO AT AO A OO1 EOAOOAI & ' ,) AAOOAI 1T U inibelshl ET
demogrant, such as the old Family llewance program, or a tax instrument, such as the Basic Personal
FTTOT O TO t'¢cA 111 O120rdhduld Die A proptad@ini@efsaly afilabledto those who

fall below a particular income threshold z or another target group?

4AEAOA AOA DPI xAOEOI AOCOIi AT OGO 11 AiT OE OEAAO8 001 OEAE

£O01T AAT AT OAT AECT EOU AT A ANOAI EOU 1T £ AOADdmedahnded T 6 x
it would do so in a way free of stigma. Measures to police programs such as social assistance systematically
undermine the well-being of recipients in ways that are damaging and lonasting. A universal demogrant



or cash transfer administered through the tax system wouldsignificantly enhance the quality of life of
recipients (low-income recipients in particular) and foster greater community inclusion, while potentially
reducing administrative costs (more on this point below). As Sheila Regehr from the Basic Income Canada
Network argues, such a transfer offers recipients readecurity z the knowledge that the benefit will be
delivered each month without questionz and the ability to makel T Ao@rCdecisions essential tandividual

and family well-being.

Most universal dermogrant models, however, are very expensive, delivering benefits depending on the
designz to many who may not need the assistance. Assuminganefit level averaging $10,000 per capitg

an amount abovewhat most welfare systems provide for singlesbut below established low income lineg

OEA DPOI COAI xT OI'A AT OO0 Acuvm AEITEIT £ O #AT AAAGO ot
federal revenues (about $280B in 201415). Indeed, such a program risks leaving millions of lovincome

people, sich as seniors, worse ofigven before taking into account the effects of higher taxes pmay for the

program and/or the cancellation of other supports Even a GLI of $15,000 would represent a loss of income

for some. Depending on the model, we could actlya experience a rise in poverty rates as a result of a
universal GLI.

AEA T OEAO xAU O1 11T E A6 A OOT EOGAOOGAI G ',) EO O 11
to a suite of programs that work together to guarantee livable incomes fall.22 Not a Guaranteed Livable

Income program, but a Guaranteed Livable Incomgystem This approach views existing income security
programs and other inkind benefits, like prescription drug programs, as building blocks of a more
comprehensive and effetive system.Instead of a single program, then, the goal is to identify holes in our
current programming and to create new approaches and programs thattaken togetherz provide universal
coverage or access to a basic incorgén ways that embrace dignity, facilitateA ET EAAh AT A OAIl OA
and unpaid work.

The question of universality is an important one as ihighlights the issues of cost and distributional equity

in the ongoing debate Margot Young andJim Mulvale are worth quoting at length on this point 0! 0 OE A
breadth of coverage widens towards universality8 the up-front cost of providing a guaranteed income rises.

This may achieve greater coverage (everyone gets something), but it also raises issues of vertical economic
distribution because the wealthyreceive the same benefit as individuals at lower income levels. While a
progressive taxback rate can correct the regressive impact of such coverage, the optics of providing benefits

to those who do not need them along with the initial budgetary impact ofuch universality may make it

PDi 1 ECEAAI 1T U AEZEZEAOI O O EAOA A AAT AZEEO 12R0A1 OEAO
CPJ believes that it is better to tackle the glaring deficiencies of our current system than to hold out for a
universal scheme that may undercut poverty reductior#4 It is also the case, as Young and Mulvale conclude,

OE A O rdbtied im@nentation of a guaranteed income may result in unacceptable political compromises,

such as in inadequate benefit levels, partial inlpmentation that forestalls more radical progressive change,

and selective application to only the@eserving pooi®26
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Recommendation 2

The proposed program should be universally and unconditionally available to all citizens, permanent

residents, refugees and asylum-seekers, as a basic entitlement of membership in Canadian society.

Recommendation 3

The program should be developed in stages, targeting the needs of poor working-age adults, building on

the programs that are currently working well for children and seniors.

Recommendation 4

Federal and provincial governments should work collaboratively with non-profit partners and research
centres to pilot several different models of a GLI to determine the most effective design at reducing poverty
and supporting low-income Canadians, ensuring that no one is worse off than their current situation as a

result of their participation.

Discussion:
CPJ firmly believes that all Canadian residents should be entitled to an income guarantee, here including
permanent residents, refugee claimants and asyiw®@ AAEAOO8 4EEO bl OEOEIT EO Al

work on refugee policy reform and resettlemei z and would set aside requirements attached to citizenship
status and tenure in the country. This position recognizes the rights of residents to an adequate standard of
living under international covenants and conventions.

But should a GLI program be tajeted to particular populations or groups? Should program receipt be
contingent on meeting certain conditions or criteria?Most guaranteed incone proposals are conditionalin

the sens that they are targeted to lowincome residents. Others, however, impog additional eligibility
OANOEOAI AT 06h & O AgAipiAnh 1 ARAOET ¢ OEA DOICOAI 60 A
recipients to seek out paid employment. Still others introduce design elements such as low benefit levels to
dissuade potentialapplicants or to reinforce specific policy goals and objectives

The concerns about work incentives have been a driving force in Canadian discussions of income security,
OAmEI AAGET ¢ OEA 111 ¢Cc OEAAT x 1T &£ #A1T AAAGO AT11T1TEAIT PA
context of current proposals for a GLI, it cabe considered a distraction (see Sheilda A C A E0DEcique

of Jonathon RhyKesselmar).26 It may be the case that an income guarantee set at or near a poverty threshold

will encourage some people to stop working, thus driving up overall program cost€ertainly, there are

Ei Bl OOAT O EOOOAO OA1I AGAA OiF OEA OxAl ZAOA xAl106 110/
benefits and other subsidies. Both of these issues are policy challenges that need to be tackled in a
comprehensive design fora GLI that links income security and supports such elements as child care, health

AAT AZEOOR AT A OOAETET C8 (1 xAOAOR OEAU OEI O1 AT 80O AA
at subsistence levelsGiven the goal of providing a basic itome guarantee, there is no place for any type of
requirements related to employment statusgi O | AAOOOAOG OEAO AOOGAIi PO O AEO
OEA OO1 AAOGAOOGET Cco6 DI T 08

AEEO EOI 60 O OAU OEAO OEA Ol bEriani gial & h GIA 5 @Eddicd 1 EOU
poverty, introducing any kind of eligibility criteria runs the risk of potentially excluding those in need. For

example, poor single seniors might be overlooked with a GLI program that is focused solely on workiage
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individuals and families. This is where the principle of universality butts up against efficiency. The reverse is
O0OA A0 xALAGA AdG# IDIQAVENERAHE Gesigned to tax back benefits from higher income
families z will end up directing scarce r®®T OOAA O O1F OET OA xET AI 180 1T AAAOOA
the level of assistance available to individuals most in need.

Targeting or conditionality of any kind involves administrative challenges. For instancehé screening tool
used by the feleral government to determine eligibility for disability programs has been criticized for setting

an overly high threshold, and as such, continues to be subject to intense debate. One of the selling features of
a universal demogrant is reduced administratve cost in terms of time and money; social assistance
caseworkers, for example, spend up to 7(@er cent of their time applying administrative rules and
regulation.2” David MacDonald estimates that roughly $1.2B is spent on welfare system administration,
representing 7.5per centof total program costs, and another $1.6B on administering Employment Insurance

at 8.5per centof program costsz8

At the same time, MacDonald, along with others, notes that the proposed administrative savings are almost
certainly overstated, with the funds representing a relatively small proportion against potential program

AT 008 4EEO EOI 60 Al A OC ghuttaicadtion agdinstireQidy tob he@niyFo® hi©lided I 1 1
of argument.

The questioncomes back to the plicy goals for aGLI program.There is an argument to be made for an

001 AT 1T AEOET 1-videprogtamBndaOMAIHTAIE OET 1T AdpecificpiodpamithatEakgétd those

that face the greatest risk of poverty (e.g., workingge adults, social assistece recipients, or people with
disabilities) with its attendant operational challenges.

CPJ believes that a staged approach would be the best strategy, tackling the needs of workipgd adults
and people with disabilities first, providing the opportunity to experiment with different program models.
There is a strong case for starting with groups served by provincial social assistance programs, the large
majority of whom live on incomes that fall significantly below various lowincome lines and are subjecto
overwhelmingly intrusive rules and regulations. Provincial monies freed up by the participation of the
federal government could further help to underwrite the expansion of supports (e.g., health and dental
benefits; rental subsidies; etc.) to all lonincome Canadians, including the working poor.

A tighter focus on populations in needz building on and improving existing mechanisms in the procesg
could accomplish a great deal, providing the foundation of a universal income guarantee. A NIT or Top Up
model would be consistat with this choice through which the government could target the benefit and
integrate any new program with supports and services for lowand modestincome families.

A GAI/ BI FoR PEOPLE WITH DISABILITIES

A guaranteedannual income program could also focus on creating an equitable and just system of inco
supports for people with disabilities. People with severe disabilities can get vastly different levels @
support depending on how and when they acquired their disabilitiesThe Caledon Institute has a proposa
that would create an income guarantee by converting the Disability Tax Credit into a refundable cred
eliminating social assistance in the process. The monies saved by the provinces and territories would

reinvested into an expanded support system.

AEEO OUOOAI xTOI A AiTibplIAI AT O AQEOOEI ¢ xI OEDI
compensation, CPP/QPP), replacing needmsed and incomebased programs, such as social assistanc
WITB, and refundable taxcredits. Others argue that the net should be cast wider to include El sicknes
xI OEAOOG6 Al DAT OAOQET 1 ztakidglimo acdduft Anétabo@ &0%AoA thtdl HEtoDel
security programming is not incometested and the cost of the proposed GAIBI will be significant.




Recommendation b

Program benefits should be directed to individuals but should be structured in such a way as to recognize

family composition, and other special circumstances (e.g., disability), and should be indexed to inflation.

Discussion:

Household characteristics, such as income and the number and age of children, are routinely used to
determine eligibility and to structure benefits (e.g., social assistance, Canada Child Benefit) and the same
approach should be used in the design of a Guaranteed Livable Income. Similarly, the proposed program
should recognize the needs of lonparent families, providing higher financial assistance for the first child as
the equivalent-to-spouse tax credit does.

Recommendation 6

The basic benefit and income threshold should be set high enough to foster social participation and ensure
that everyone has adequate access to food, clothing, and housing. The threshold should be chosen with a
view to integrating the threshold with other benefit and in-kind programs so as not to create financial

barriers for low-income individuals and families.

Discussion:

The discussion abovehas focused on who should be the focus or target of a GLI program. The next questions
revolve around the size of the benefit and program envelope. What should the value of a GLI be? How should
the level of the basic benefit be set? Againathat income threshold? What is the potential financial impact of
different proposals? Who are the potential winners and losers under the different scenarios?

Existing proposals vary widely with respect to benefit levelk ranging from a top-up of existing sources of
incometoastandA1 T T A AAT AZEO OEAO OADPOAOBbpbsals afso varkih ks ddo6 OO
form and duration, for example, a weekly, monthly or annual benefit, paid out continually or for a set period

of time. The issue of indexation is an important consideration in terms of the value of the benefit over time

and whether or not the benefit should be adjsted to reflect regional living costs.




Different points of reference have been used in determining benefit levels in various GAI proposals, including
the low-income lines commonly used in Canada (see Table below), annual minimum wage earnings
($19,990), and benefits available to lowincome seniors ($17,157 for a single senior from OAS and GIS). For
example, in 2005, theModernizing Income Security for Workingge AdultfMISWAA) project picked $15,000

as its basic threshold of adequacy, the midway poitvetween commonly usedneasures of low income. More
recently, Kevin Milligan, a prominent UBC economistlso used the $15,000 threshold in his cost projections
of abasicincome program2°

LoOW-INCOME THRESHOLDS FOR SINGLE
INDIVIDUALS AND FAMILY OF FouR. 2014

Low-Income Measure, After -Tax (LIM-AT) $21,773 $43,546

Low-Income Cut-Off (LICO-AT)
_ $20,160 $38,117
(community 500,00+)
Market Basket Measure (MBM)
o $35,618
(Winnipeg, MB)

The income threshold for a large citpppulation 500,000 or more, has been chosen to illustrate the LICO. T
ET AT T A OEOAOET T A A& O 7EITEDPAC EAO AAAT Amki@dne
is close to the Canadian benchmark).

In choosing a benefit design, program deghers weigh the goals of the program (e.g., alleviating poverty)
against its potential cost and impact. A benefit of $15,000 per yearas noted abovez would fall short of the

three commonly used lowincome lines in Canada. At the same time, a universardogrant in this amount

xT Ol'A AA DPOI EEAEOEOAI U AgbpAl OEOGA AO 1T OAO Aonn AEIITE
ET OEA 1 AEIl 6 1zAacked brrotner préyfads s thadho®ne is worse affwould produce a

drop in poverty among children, adults aged 1864 and seniors, but at a cost of $32.6 bhilliog or roughly

$43,290 for every person lifted above the LIMAT for a single person.

The high costs of a universal demogrant model is the reason why much of the energy has beendeduon
Negative Income Tax (NIT) or TogJp designs. CPJ agrees that this model holds out the greatest promise and
that the After-tax Low Income Measure (LIMAT) represents an income threshold that would improve the
lives of hundreds of thousands of Canadies. It is also the official poverty measure used by the Ontario
government to track the progress of its Poverty Reduction Strategy. According to an analysis of the 2013
Canadian Income Survey, it would cost a minimum of $22 billion to lift all Canadians upthe LIM-AT for
one person ($21,750)30

The income threshold should be indexed to the cost of livingand depending on the final desigrz take into
account the presence and number of children and other special circumstances, such as disability orelon
parenthood.



OPINION PoLL

An Angus Reid Institute Poll conducted in 2016 found that there was general support for a guarante
minimum income in Canada. However, a majority also believe that such a policy would be unaffordal
and most would not supportan increase in taxes to fund it

Survey respondents were asked whether they agreed or disagre&dth the following statements:

T A DPOT COAI x1 Ol A CE Oper cenA

0! COAOAT GAAA EI
agreed)

A guaranteed income programx | O1 A AA O1T 1 A@bPAT OEOA &I O #Hé&l
centagreed)

0) xI 61 A AA xEITEIT ¢ O PAU i1TO0A ET OA@AO EI
per centagreed)

O' OAOAT OAAA ET AT T A DPOI COAI O GEperkéntagdedfA DAT D

Recommendation 7

The federal and provincial governments should work together to create an effective and stigma-free
guaranteed income program for working-age adults that replaces existing programming, such as social
assistance and tax credits for low-income Canadians (aged 18-64). Funds freed up by the elimination of any

program should be re-directed into the guaranteed income program and/or related in-kind supports.

Recommendation 8

The government should support this initiative through the reform and/or elimination of inefficient and
inequitable tax expenditure programs. New tax measures should be considered to supplement and expand

the GLI program over time.

Recommendation 9

The government should work to enhance and maintain the progressivity of the tax system, to ensure that

the cost of guaranteed livable income is fairly shared among Canadians.

Discussion:

What should the relationship be between guaranteed incomeprogram andother income supportprograms

and the provision of OEHE 1T A 6 gén@sAdudh As social housing? Should a Guaranteed Livable Income be
funded through the cancellation of other programs and/or the introduction of new revenuegenerating
programs?

Some poponents of a guaranteed income argue that the progm should stand as a replacemerfor most
other income security programs suchasEmployment Insurance social assistanceand personal tax credits
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There would be no additional cost to the government treasury or the tax payer. Monies gathered to fund
existing programs would be folded into a new guaranteed income plan.

By contrast, dher proposals envision a guaranteed income program thatcomplements existing income
support programs that work well and in-kind supports, such as drug and health benefits. Thiversion sees

OEA "1) PDPOIT COAIi AO Al AAAEOEITT Al PDPIATE ET #A1 AAAGO
the failures of existing programs that leave far too many families living in deep poverty.

These two different approaches and the variants in betweenz have very different cost implications for the
government.

To lend some perspective, Kevin Milligan has produced costs estimates for 10 different versions of a GAI,
with two different base bendits and five reduction rates from zero per cent(effectively a universal
demogrant) to 100 per cent (effectively a Top-Up design). The estimatevary from $32.2 billion to $328.8
billion.

CoST ESTIMATE FoR A GAI. 2010 (S BiLLIoNS)

Reduction Rate

L

GAIz Basic Benefit

$15,000 per adult 328 8 | 1575 74 7 62 5

LICOB'.I'. threshold 313.8 136.9
for families

Source: Milligan (2014) using SLID microdata. Seniors excluded. Total incomd
defined less social assistance artuld benefits.

4EA AT OO 1T &£ A O1 EOAOOCAT AAITCOAT O 1T &£ Apuvhnmnn x1 Ol A
programs ($160 billion). Other variations of a NIT program would also require a significant investmerg
ranging from 14 per centto 66 per cent of total federal revenues ($237 billion in 2010). Even a TofUp
program, which would direct benefits only to those below the set income threshold, would require an
investment upwards of $30 billion (depending on the threshold).

This is a dfficult choice: Should the government eliminate current programs and relirect the funds to a new

GAI/BI? Should the government raise the needed funds through a new tax program on corporations or
carbon sourcesz or pursue some combination of the two?

As. TAE : 11 xOEOAOq O!'i U Ai 1 OEAAOAOGEIT 1 /&£ OEA AAT AEEC
costs of the plans to pay for it, including the tax rates faced by leimcome Canadians, the loss of other credits

and services, and the overall ecomuic impact. There is no easy way to pay for thig even substantial tax
increases for higher income Canadians would not come close to paying for a substantial universal basic

ET AT A80o

As an alternative, governments could free up funds by further targetmexisting programs more narrowly to

OET OA ET COAAOQOAOGO 1T AAA8 #Al1T AAABO ETATT A OAAOBOEOU OU
ladder. We currently have the resources in the system to reduce poverty; David Macdonald estimates that

we coud reduce the overall poverty rate (as measured by the LIMT) from 12 per centto 7 per centif we

~ oA~

AAT AAT AA AT A OAAEOAAOAA AEOdtyk BrogeamsEed., DAStaAd the £HiId B2neft@ E O C
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plus the WITB, social assistance and El) intoNegative Income Tax program. But, there would be losses for
modest income individuals and families. On¢hird of households in the 2d and 39 income deciles (mostly
single seniors) would be worse off under this proposai4

$ E CT E O UNatishabAnti-PoledtydPlan calls for a comprehensive strategy to reduce povergbuilding a
network of income security programs and inkind supports, such as child care, training, and social housing,
to create a more robust and effective social safety net that is alileaddress the diverse needs of Canadians.
CPJ believes that building an effective income platform for workirgge adults (including those with
disabilities) is a logical next step. If there is agreement on this strategy, funding foodal assistancg$15
billion) , working income tax benefit ($1.2 billion), the GST Credi{$4.1 billion) and related provincial
programs could be redirected into the creation of a new GLI program (and related supports for lovincome
families).

Better targeting of otherincome support programs and tax expenditures would provide another important
source of program revenuei Depending on the model chosen, new tax measures should be considered to
supplement and expand the GLI program over time such as eliminatinge stock option deduction for
corporate executives ($600 million), taxng income from capital investments at the same rate as employment
income ($8 billion), or a financial activities tax on profits and remuneration in the financial sector

Finally, it is essentid that the government work to enhance and maintain the progressivity of the tax system

so that the cost ofa GQuaranteed Livable Income is fairly shared among Canadianshisis consistent with
#0*860 A@QEOOET ¢ BIOEOEIT 11 rd@mmmke®bi&O0OA @mGkhedd OEUA,
serieson taxation 36

- ; W g

[ e e T .

il |n a recent study of tax expenditures, David Macdonald found that out of 64 tax expeniés, 59 of them provided more benefit to the top 50% of
income earners than the bottom half of earners, with the largest share going to the richest 10%. The cost of these 59 progréotaled $100.5
billion in 2011 alone.
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EVALUATION FRAMEWORK

The recommendations presented above sketch out the parameters of a new GLI system for workage
adults. Hopefully, this will be one of the models tested over the neféw years. In moving forward, it will be
very important to establish benchmarks against which to evaluate the success of the different pilot projects.

The Ontario government signaled its priorities in its February 2016 Press Release announcing the Pilot
001 EAAOS8 4 Hehthvieth€ b Habic ifedinddari] pradide a more efficient way of delivering income
support, strengthen the attachment to the labour force, and achieve savings in other areas, such as health
care and housing supports.”

But there other considerations to take into accouniz as we have argued above.

A guide to evaluation would | ook at the following questions:

1 What principles should guide the evaluation work?
f How will we know that one model or another has made a difference in people 08 1 EOAOe
1 What measures should be put in place to monitor progress and determine program impact?
1 What are the critical benchmarks / conditions / markers of a successful pilot? For families?
For communities? For governments?
1 How does the program interact with other income support orin  -kind programs?
1 How will we identify and track government costs and savings related to lifting people out of

poverty across program areas?

1 How should the community be engaged in the development , implementation and ongoing
monitoring and analysis of project findings?

This last point is criticalz community involvement is one of the key elements of successful afbverty work.
The Ontario government is seeking input on the pilot project designsaproposed by former Senator Hugh
Segak? Going forward, it will be important to establish mechanisms to engage the public and the residents
in the selected communities on an ongoing basis. The evaluation team should work with residents to select
evaluation measures that have meaning for them. Meaningful engagement will ensure that the research team
CAT AOAGAOG A AT i POAEAT OEOA PEAOOOA 1T &£ OEA DPEIT 080
Following on this, it will be important to establish an independent group to carry ouproject monitoring and
evaluation activities, ideally bringing together government, university and communitybased research
knowledge and experiencéi This is a real opportunity for the government to illustrate an open approaclky
one that will guaranteebetter results which in turn will guarantee better policy and program design in the
future.

i Hugh Segal has proposed thereation of an independent coalition of norprofit research organizations to design and conduct the program
evaluation, working with a Research Operations Committee who would be tasked with developing the methodology.
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RECOMMENDATION SUMMARY

CPJ offers the following guidance to develop a GLI program that will support and lift lemwcome
Canadians out of poverty:

1. cPJ recommend s [




