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Introduction

Both the supporters and the opponents of globalization are admitting nowadays that national states are eager to cope with the powerful economic forces limiting their power and ignoring national political boundaries. The state is forced to clarify its role and to change the mode of functioning of its institutions.

Citizens are increasingly interested to know what they would get in return for the taxes they pay. This question is especially acute in such countries as Canada where the growth of taxes coincides with a decrease in social expenditures, as the state is trying to eliminate budget deficit and to reduce the tax burden.

There is no doubt that all developed industrial countries are confronting similar "challenges" preconditioned by deep economic, social and political changes. But the belief that globalization inevitably causes a convergence  of social policy as well as a convergence of the economy is profoundly erroneous. The choice of instruments and targets of social policy is deeply influenced by the differences in history, culture and political systems.

The system of social assistance existing in Canada has great similarities with those in Anglo-American countries (first of all, with the USA and Great Britain). At the same time, the existing system of social programs is unique by the specific combination of its set goals and instruments. These programs reflect such typically Canadian characteristics as a decentralized system of governance, the presence of two official languages - English and French, and the long standing traditions of a free market economy with certain elements of rather limited interference on the part of the state. The said social programs are aimed at introducing civilized elements into capitalism and not at replacing it.

Major concepts of the Canadian social policy 
The provision of a socially acceptable income level 

Every nation does its best to provide all its citizens with incomes sufficient for satisfying their basic and specific needs. One of the first problems deal with the necessity to identify those circumstances which require financial assistance to cope with. In most countries, there exists a certain system aimed at supporting the incomes of senior citizens and pensioners, mainly designed for the citizens over 65 years of age. In the USA, the pension age envisaged by the system of social assistance is 67. In Canada, reduced pensions in the system of social assistance can be assigned already at 60 years of age, but the programs of income support cover the persons who have reached the age of 65.

As a rule, the question of whether senior citizens need income support is no longer under discussion. It is generally accepted that those who can work no longer have a right for certain assistance. At the same time, arguments are going on as regards the best forms of rendering such an assistance. In Canada, these debates become more and more intense by the year, and the expenditures on pension programs are growing ever faster in response to the general process of ageing of the population.

The necessity of social assistance is generally acknowledged for the disabled as well. It can hardly be argued that people with a congenital or acquired disability making it impossible to earn a necessary labor income need material assistance. But even in this case, there are certain unsolved problems. First of all, it is difficult to establish the threshold beyond which a person losses an ability to work and to obtain an earned income if the capacity for work is lost only partly. Second, it is necessary to specify how financial assistance is to be rendered. Is it reasonable to introduce a guaranteed income? Is it necessary to use some insurance schemes envisaging that an insured person has to make certain contributions? Is it reasonable to combine the insurance schemes and certain state guarantees so as to ensure a sufficient level of income?

Also to be solved is the problem of what challenges are to be met when granting  the disability pensions. Are they a certain type of compensation for disability or accidents? Is it necessary to take into account the existing or future incapacity for work when the decision on granting such pensions? In Canada, all these questions have already received positive answers. The system of disability pensions consists of    a set of specific and uncoordinated programs financed and realized separately.

Another standard element of the existing system of social security is income support of the unemployed. In many countries, the programs of income support of jobless persons have been recently modified in the direction of cutting the expenses, reducing the level of dependence on the assistance programs and helping the jobless to return to the labour market. In this case, the most common questions are limited to the following: what is the possible size of the coefficient of income replacement, how long could be the payment period, what rules should be applied to the chronically unemployed persons, what length of service is sufficient for granting unemployment benefits, and what should be the procedure of their financing?

And finally, all industrially developed countries must at last decide to what extent they should help certain categories of households not only in the interests of the corresponding families but also in the interests of a given nation in general. These payments are exacted not as assistance in a predictable situation (retirement) or compensation for an unpredictable risk (disability). They are interpreted rather as investments in the citizens of the country. It is especially for this reason that in the majority of developed countries payments are exacted to families with children. It means investing in the next generation, the well-being of which represents a considerable factor of economic prosperity and social health of any nation. Nevertheless, even in this case, there are arguments on the method of granting the corresponding allowances. The allowances can be granted to all families with children or can be specifically addressed to certain low-income groups of the population. The size of the allowances can depend on the number of children and their age as well as on the family income; such allowances can be considered just as a supplementary income apart from the earned income of adult family members.

Such discussions are very intense in Canada which is trying to solve these problems in the process of development and expansion of the system of children’s allowances. As in the case of disability pensions, the solution will depend on the political aims a certain nation is going to achieve. If the aim is to grant compensation  to the families burdened with additional expenses which are caused by the upbringing of children, the allowances must be paid to all families with children irrespective of their incomes. And on the contrary, if the main aim is to eradicate infantile poverty, these allowances are to be strictly addressed, that is assistance must be rendered to such households whose incomes are below a certain limit .

And finally, in the majority of industrially developed countries, there exist certain programs for the provision of assistance "in the final instance". Such allowances are paid to those families which do not receive any other forms of assistance while having insufficient incomes and no resources to satisfy their basic needs. In Canada, such a program is called welfare. The implementation of this program is supervised by the thirteen sub-national governments (provincial and territorial), and the procedures differ from one region to another. Welfare is likely to be the most contradictory of all programs of income support, and the degree of public backing for this program is very low. In fact, the participation of a person in this program means his or her total failure because the program leaves this person in poverty, for the size of the allowance is always below the poverty line.
Implementation of income-support programs 
A.  The criteria of participation in the programs 

When the aims of a policy of social assistance are  already defined, it becomes less difficult to find relevant methods of payment as regards the corresponding allowances. "Less" difficult because no procedures of payment of social allowances are ever simple and straightforward. It is always necessary to take into account a number of factors. First, can the payment of allowances create any negative stimuli as far as employment is concerned? One of the largest Canadian programs - that of insurance against unemployment - has been criticized for many years. It is believed that this program aimed at income support and regional levelling-out is poorly organized. The program is also criticized for undermining labour ethics and work-related self-esteem and smothering any initiative on a local level. It is thought that the program is not conductive to the development of self-employment and small business. It is also argued that this program only aggravates the problems of unemployment in the regions heavily dependent on it - for example, this effect manifests itself in the Atlantic region with its weak economic base mainly focused on fishing.

Similar accusations are also addressed to the programs of financial assistance to the disabled. If certain people are incapable of working  because of illness, they are usually ranked in the category of "the poor deserving assistance". At the same time, there emerges a question concerning the degree of this aid and the optimum procedure of payment as regards the corresponding allowances. But when the disabled have the capacity to do certain work, the decisions on granting pensions become much more complicated. The main problem is to keep a balance between income support and provision of employment. If the disabled are sure of getting the allowance again in the case of inability to proceed with work, it is unlikely that they would ever try to find a paid work.

Even more difficulties are encountered in the process of realization of public-welfare programs. The recipients of such aid are usually considered as the poor "not deserving assistance" because they have had to turn to this program for help in order to satisfy their basic needs. In people’s eyes, reception of welfare usually meant that the recipients because of their own weaknesses cannot find work or keep the job. This is why everything is done to return the recipients of welfare back to work and to deprive them of allowances. The state believes that its role is limited to freeing the recipients of their dependence on welfare. To taxpayers are eager to prevent the recipients not deserving assistance from getting any money from this scheme.

This negative attitude and the existing stereotypes complicate the development of a coherent and humane policy of income support. At the same time, the importance of methods combining the acceptability to the taxpayer and the stability of conditions    for the recipients of allowances is emphasized once again.
B. The development of income-support programs 

Social insurance 


Social insurance provides income protection by consolidating in a single fund all insurance contributions intended for the payment of allowances in the case of materialization  of such risks as unemployment, retirement or accidents at the place of work. The allowances are paid only in the case of materialization of a risk envisaged in the insurance cover. 


Canada has three ongoing insurance programs: insurance of employment (formerly known as insurance against unemployment); the Canadian pension plan (and its double, a program implemented only in the province of Quebec); and the program of compensation of workers. The Federal Government  manages the program of insurance of employment and the pension plan, while the provincial governments exercise administrative management of the programs of compensation of workers.

All contributions to employment insurance are completely deducted from wages and salaries of the insured. The employers in their turn also make contributions (a fixed share of the pay-roll fund). Self-employed persons are not entitled to this form of insurance.

As far as the pension plan is concerned, the employees make contributions in proportion to their wages and salaries (up to his or her average wage rate). A similar contribution is to be made by the employer as well. The self-employed make double contributions (for themselves and for the employers).

The program of compensation of workers is implemented somewhat differently. Contributions to the funds of social insurance are made by the employers alone. These programs are the instrument of legal protection of the employers in the case of accidents at the place of work when the employee affected refers a damage claim to the employer. Insurance benefits are paid when the contributions to the corresponding funds have been made during the required minimum period of time. Apart from this, other restrictions can also be introduced as regards some specific insurance programs.
The programs of income support directly financed from the budget 

In Canada, three types of allowances are directly financed from the these programs including both the universal and the addressed ones - the allowances are paid on examining the income or the neediness of the applicants.
The universal programs

In the framework of universal programs of income support, allowances are granted to all households answering certain criteria irrespective of the level of their average per capita income. Qualification for the allowances does not depend on non-participation in any other programs of social assistance.

Thus, for example, in the framework of the income-support program for the elderly called "Old Age Security", the allowances had been granted to all citizens over 60. It had been sufficient to reach a certain age and to have Canadian citizenship to get entitled to the allowance. In 1989, some of the requirements were altered so that the allowances to well-off citizens could be reduced or even completely cancelled.

Canada also had a universal (all-embracing) system of family grants. All families with children were entitled to an allowance irrespective of their income level. Such universal programs are extremely costly because they cover a huge number of recipients. At the same time, the size of allowances granted to individual recipients can differ even in the framework of universal programs.

In Canada, the allowances granted in accordance with the "Old Age Security" program are levied with income tax. Income taxation is also envisaged in the program of family grants. The size of allowances paid in accordance with these programs was standard for the elderly and for the families with children. Nevertheless, after the deduction of income tax, the amounts paid were re-distributed in favour of the poor - families with low incomes received their allowances in full, while the more prosperous - on paying their income tax - could in some cases receive just one half of their original allowance. The two other programs - Insurance from Unemployment and the Pension Plan (Canada / Quebec) - are also universal by the character of their application. The elements of addressing are guaranteed in their case by the fact that the allowances paid in accordance with these programs are levied with income tax. 

The programs envisaging examination of incomes
All the programs of income support existing in Canada - the program of concessional taxation for families with children, the guaranteed supplementary allowance for married couples, and the repayable tax credit for purchasing goods and services envisage - examination of incomes. This examination limits the number of recipients; it is also used to define the amount of the allowance to be granted.

The households with incomes not exceeding the authorized threshold value, are entitled to get the allowance in full. When the threshold is over-shot, the amount of the allowance reduces as the incomes increases. When the maximum value (the so-called cut-off point) is exceeded, the payment is suspended.

The programs envisaging examination of neediness 

Examination of neediness further reduces the number of those entitled to the allowances. The examination is used to determine the right to receive a certain type of allowances, and sometimes - to calculate the size of these allowances.

The neediness test is aimed at determining the fact of neediness and its acuteness. First of all, it solves the problem of whether a given household is entitled to receive the allowance in correspondence with the liquid assets and property it possesses. The liquid assets include cash and securities (the amount of these assets must be below the threshold value). Then the property of this household (the house, cars, tools, equipment) is evaluated. These assets also must not exceed the admissible level. If the liquid assets do not exceed it, the next step will be to define the aggregate income of a given household. The potential sources of income include the wage (salary), income from self-employment, interest on deposits, dividends, rent income and income from property. The aggregate income is correlated then with the needs of the household - both general and specific. The general needs corresponded to a certain basic set comprising food stuffs, housing and communal services. Family composition is also taken into account - the size of allowances varies in accordance with that of the family, the number of children and their age. Special needs result from health condition or disability; the remedies include spectacles, wheel-chairs, medications and prosthetic appliances.
B. The assessment of the structure of the programs

Among the advantages of social insurance, one could mention the fact that its purpose is to materialize an efficient, effective and balanced program of income replacement for the employed. Theoretically, these programs must guarantee justice and reciprocalness. The workers who have made the required contributions, receive an insurance compensation  when an insured event envisaged in the insurance contract takes place. The collective character of insurance makes it possible to use the economies proceeding from the scope of operations and to achieve a higher effectiveness in comparison with private, commercial schemes of insurance. 

In Canada, certain changes have taken place recently so as to restrict the right to receive insurance indemnities for unemployment, disability allowances within the framework of the Canadian pension plan, and compensations of workers. These changes have caused a lot of criticism. They are negative not only from the viewpoint of potential recipients who would either receive reduced allowances or nothing at all. These changes also sever the link between the insurance compensations and the granted benefits. As a result, doubt is cast on the social contract itself, the mainstay of social insurance.

In particular, public confidence in the schemes of social insurance was undermined by the fact that in Canada only one third of the insured workers who have become unemployed are receiving allowances according to this program. Thus, there emerges a general feeling that workers do not receive payments corresponding to the contributions made by them.

The programs envisaging examination of incomes have their own unique advantages. It is believed that they are based on objective criteria, simple in the administrative respect, and never stigmatize the recipients with the implication of poverty. The right to receive the allowance is easy to determine in accordance with the form of income tax. The decisions are not taken on the basis of a lengthy examination of various circumstances existing in a certain household. Contacts between the recipients of allowances and the officials of the system of social protection are reduced to a minimum or become unnecessary. As soon as the right to receive the allowance is determined, payment is effected automatically - all the operations in the computer system will proceed in a prescribed mode. The allowances are paid on a regular basis in accordance with the rules uniform throughout the country.

The major failing of the programs envisaging examination of incomes is the fact that they ignore special needs or circumstances which require additional expenses. Households with a high income level do not receive any allowances like tax rebates for families with children even in the case of additional expenses caused by poor health or the necessity to pay for education of the children. In accordance with the programs envisaging examination of incomes, the allowances are recalculated only after the income level has changed (after l8 months).

It is exactly this shortcoming of the programs envisaging examination of incomes that represents the major advantage of the allowances paid on the basis of examination of neediness. In this case, consideration is given not only to the income level but also to the special circumstances which create additional money requirements.

But the principle shortcoming of these programs is that they intrude into private life of the recipients. Determination of one's right to benefits requires some very detailed information. The decisions remain the prerogative of officials from the system of social protection who subjectively assess the acuteness and urgency of specific family needs. A situation can emerge when a household in one province can receive an allowance, while under exactly the same conditions but in another region this allowance would never be granted to it.

The reform of the system of income support in Canada

The scope and rate of changes occurring in Canadian social programs do not completely correspond with the traditionally modest Canadian national character. The system of social insurance has undergone an all-embracing transformation which had started in the 1970s, gained momentum in the 1980s, accelerated in the 1990s and is continuing in the first decade of the new century.

There has been a shift towards targeting based on examination of incomes, away from the traditional universal methods and the methods of examination of neediness. These changes are taking place in a wider context of changes in other social programs, services in the sphere of social security, employment and medical care.

The emerging "post-welfare-state" model is based on the fact that the state cannot shoulder the whole load of social programs. The model is focused on the assistance to non-state actors such as  the employers, trade unions, social groups and communities permitting them to play a more active role in the implementation of social programs. The Canadian version of this new model is only being developed. Within this model,

 a wide and progressive system of examination of incomes replaces the universal programs in the sphere of income support; 

 special attention is given to the unintended effects of destimulation of economic activity of the recipients of allowances; 

 consideration is given to the interrelationships between social programs and the taxation system;

 balancing of the "active" and "passive" social programs as well as of the proactive and preventive approaches is intensified;

 harmonization of the federal and provincial social programs is taking place, the degree of duplication and overlapping of the programs is being reduced;

 financial stability of social programs is being secured;

 the multipolarity of the system of social services is acknowledged, the joint efforts of the government sector, the private sector and char liable organizations are optimized;

 special emphasis is placed on the realization of the economic function of the existing social policy especially in the sphere of training and education aimed at ensuring competitiveness of the labour force, and at creating a social infrastructure (universally available medical care and education) supporting economic growth and attracting a competent labour force; 

 the necessity to measure the results of the implementation of social programs and to furnish the general public and the corresponding nongovernmental organizations with the reports on these social programs is accentuated. 
The emerging system is not free from contradictions, and the socially oriented NGOs in general do not approve the new approach entailing the examination of incomes and the tendency to force out the old universal procedures of furnishing social assistance.

The universal model of social policy
The Canadian system of social security was formed in general in the second half of the 20th century. At the same time, in many respects the obtained system was based on the works of specialists on the social reform of the l920s-l940s. It is in these works that the justification of a universal model of social assistance was formulated for the first time. Even today, the position of many groups as regards the problems of social reform, especially the position of the "leftists" are formed under influence of this model.

The universal model of social security has emerged as a counterbalance to the liberal model of social policy dominant till the Great Depression of the 1930s. The liberal model proceeded from the paramount importance of the free market; the state was invested with a rather limited role in the distribution of incomes, goods and services.

The welfare state corresponding with the universal model, on the contrary, was to play a key role in eradicating inequality in the distribution of incomes and wealth generated by market activities. But the market as such is not capable to eliminate the risks of unemployment, disability caused by illness or ageing, and invalidity. The traditional institutions such as family, Church and charitable organizations cannot provide a necessary support to the needy families and individuals. The risks inevitable in modern society cannot be shouldered by individuals, their families and private institutions alone. The sphere of responsibility of the government includes the protection of citizens from the loss of income or the insufficiency of the income level, and the provision of a free access to the basic services relating to education and medical care.

The state performs these functions by carrying out social programs of income support and social servicing as well as programs of employment and medical care. The economic policy and the educational system also play an important preventive role by reducing unemployment, promoting economic growth and investing in human capital. Social programs are the first line of defense from the exposure to economic risks and not the last ditch to resist in.

In the universal model, social benefits are considered as the rights granted to citizens in accordance with the objective criteria of neediness. These benefits are not the privileges distributed by the administrators of the system of social security after an all-embracing examination of the applicants' situation. This model envisages implementation of a much wider circle of social programs than the liberal approach; such models are oriented to different targets and large groups of the population  -   not to the poorest only.

The prevention and reduction of poverty remain the fundamental aims of the universal social policy. Social programs are also oriented to the relatively well-off members of society experiencing a temporary decline of their income level. They also compensate for certain additional expenses borne by families upbringing children and by disabled pensioners. The existing social services and employment agencies help the citizens to cope with economic changes and with certain changes in the structure of their households. Social programs provide access to the basic services of medical care to all citizens.

In correspondence with its name, the universal model envisages the availability of social programs to all citizens irrespective of their income levels. The right to receive an allowance must not depend on non-reception of other allowances. By granting allowances to everybody, universal social programs generate general public support of the system of social security  including the programs oriented to the poor and to those Canadians whose income level is modest.

At the same time, universal programs do not envisage similar allowances to be paid to all recipients. In Canada, all universal allowances (old-age pensions, family allowances, insurance benefits) are included in the amount of a taxable income. Thus, the amount  of allowances to be paid decreases as the recipients’ income level goes up.

Universal programs can apply the qualification criteria other than income, for example, age - when granting pensions, or the presence of infantile dependents - when granting children's allowances. Universal programs are financed either from the net tax revenues or from the tax on the pay-roll fund paid by the employers or employees.

Despite the fact that universal programs naturally hold a key position in the universal system, much attention is being given to the programs taking in account the level of financial requirements on the part of the recipients. These non-universal programs sometimes called "address" are oriented to people with a certain income level, as a rule with low or average incomes. At the same time, some programs (deductions from a taxable income (which are equal to the amount of contributions to the professional pension plans or individual plans of pension savings) exclude the poor from the ranks of recipients, while more affluent taxpayers are gaining the first prize.

It is possible to single out the two different types of "address" social programs: first, the programs of social assistance envisaging a detailed and "intrusive" test of the recipients' resources covering their incomes, assets and requirements, and second, the programs relying on examination of incomes (e. g. tax rebates for families with children) envisaging a simple income test based on annual income statements.

The framework agreement on the social union
For some time, the distribution of authority between the Federal Government and the governments of the provinces has been determined not only by the Canadian constitution. It was heavily influenced by the new circumstances stipulated in a framework agreement on the social union signed in February 1999.

During the last three years, Canada has been witnessing lively discussions on the new framework conditions of federalism referred to as "the social union". In February 1999, the Federal Government and the governments of the provinces (except Quebec) signed an agreement on the social union.

The agreement formulates the basic rules concerning the future cooperation between the Federal Government and the governments of the provinces. The agreement is aimed at ensuring collaboration between the authorities of both levels in solving the major social problems which do not come within jurisdiction of just one level of government. This agreement envisages a higher degree of responsibility for spendings from the state funds.

The major specific feature of the social union is the necessity of joint work in all envisaged spheres to be performed hand-in-hand by the Federal Government and the provincial authorities. Ottawa is no longer capable of unilaterally determining the rules to be observed by the provinces if they want to receive the means from the federal budget. According to the conditions of the social union, all the rules pertaining to the allocation of means, implementation of programs and accounting must be jointly determined by the Federal and regional governments.

At the same time, the concept of "equality" of the authorities does not mean that in certain cases some prerogatives can fall under exclusive competence of the Federal or regional governments. For example, the Federal Government can commit itself to implementing the programs of income support, because it is capable of providing equal conditions of social assistance in all regions of Canada. On the contrary, the provinces have wider opportunities to implement the programs of medical care and social servicing. They can better understand and tackle the specific situations and requirements existing in  the regions.

The negotiations on the social union proceeded from such a concept of partnership between the federal and provincial levels of governance when both levels of authority are playing an important role. In the framework of this partnership, different variants of actions can be put into effect if the new problems emerge. The policy pursued on the regional level can have some specific features. Nonstandard decisions become not only inevitable but also desirable because different levels of authority act in conformity with their fiscal and political priorities. The agreement on the social union envisages the accountability of the authorities of all levels. All levels of governance are accountable to the population and different groups of interests, for example, to families with children or the disabled.

In brief, the social union is designed to carry out effective cooperation in the three following spheres: reforming of the existing social programs; renovation of the federation by introducing certain new forms of interbudgetary relations and ensuring the accountability of all levels of governance to the population. 

The roots of reforms: international programs
International experience and research in the sphere of intercountry comparisons have exerted considerable influence on the organization of income-support programs in Canada. In particular, the works of the Organization for Economic Cooperation and Development (OECD) have become an impulse for more active investments in active programs. These programs are aimed at restricting the dependence on income-support programs and at helping to restore the links with the labour market and to seek paid work.

In the mid-l980s, the OECD identified the disbalance in the choice of forms of struggle against unemployment and the strong bias in favour of the so-called passive measures on the labour market as one of the serious problems. Later on, the expenses on active measures on the labour market in the OECD member-countries were regularly monitored. The Job Study published by the OECD contains a list of recommendations regarding the intensification of active measures on the labour market (the list includes more than 60 recommendations).

The problems of the development of active programs was thoroughly examined in the mid-1990s in the framework of a survey of Canadian programs of social security. This approach has influenced the results of the survey - as reflected in the reorientation from insurance against unemployment to insurance of empolyment and in the simultaneous shift towards a wider proliferation of active measures on the labour market. 

The implementation of the concept of active measures on the labour market has led to reorganization of the systems of social security on the provincial level. Every territorial unit has envisaged measures to carry out transition from "dependence" to "self-reliance". The active programs received various names; "The Program of Promotion of Employment'' (Newfoundland), "The Works for Ontario", "The Strategy of Training for Saskatchewan", "The Support of Independence" (Alberta), "The Priority Employment" (Manitoba) and "The Choice of Effectiveness" (the North-Eastern Territories). Despite the difference in names, the aims of these programs are identical: to help the recipients of social security benefits to find paid work and to enter the labour market.

The OECD also carried out research devoted to "passive" measures in support of incomes. The three volumes of research in the field of social exclusion and social assistance, issued by the OECD, make it possible to thoroughly compare the systems of social security in the ten member-countries of the OECD including Canada.

The research ends with a conclusion that all countries are facing a serious common problem: many households receive insufficient remuneration for their work. The loss of allowances and tax rebates turn out to be on par with the incomes. In the framework of programs of social assistance, some benefits are furnished in kind, which makes the "exit" from these programs even more difficult. When returning to work, many of former recipients will have to go to certain work-related expenses on clothes, transport and child-care. Apart from this, the amount of a person's salary or wage decreases by the amount of contributions to the pension plan of Canada, contributions to employment insurance and income-tax payments.

Bearing in mind all factors including the income tax, tax on the wages fund, expenses regarding the return to work and the loss of benefits in kind, many of the recipients of aid will only lose if they find work. In fact, the OECD countries are facing one and the same political problem of how to balance the function of "social security" with that of "stimulation of employment".

One of the possible ways to overcome the contradictions between active and passive measurements of social security is to approach the problem from another angle. The point is not how to redistribute the money by reducing expenditures on the programs encouraging parasitism. In fact, it. is necessary 'to find the means which would permit low-income households to enter the labour market and to take roots there. We believe that this problem can be solved by a number of measures in the two fields not related directly to social security, that is, the family policy and promotion of emmaployment.

Family policy includes income support and services. One of the methods of assistance to low-income families can consist in furnishing them with a considerable amount of money. Even in the initial stage of development of the Canadian system of social security, its authors were aware of the important role of children's allowances filling the gap between wages and salaries on the one hand and family income on the other in the case of families with low or medium income.

Families with working parents are in need of a considerable volume of social and medical servicing easing the conflict between work and home and making it possible to cope with those problems which cannot be solved by additional expenses alone. Looking after children, formation of their character in early childhood, supplementary services of medical care are becoming the key elements in the list of supplementary measures of assistance furnished to families with children.

Another problem relates to the fact that future workers often cannot enter the labour market because of the additional expenses pertaining to the return to work. These expenses include the transport costs of interviews, the cost of working clothes, the cost of a license in the case of professional drivers or operators of complex equipment, the cost of professional training, the license payments, the cost of tools and instruments, and the cost of safety equipment. Financial assistance is required throughout the period of transition when the unemployed restore their positions on the labour market.

In brief, the main problems of any policy of reforms in the sphere of social security must be solved outside the framework of social security. The Canadian approach to these problems is considered in the next section.

The reform of social security and children's allowances

In the course of transition from the universal approach to the principles developed in the "post-welfare-state" stage, the reform has affected nearly all major social programs. Some of the changes were minor though a sequence of minor corrections can in time lead to a more or less substantial structural reform. Other changes were abrupt and more radical.

Among the most important changes one could cite the radical revision of the system of social assistance and children's allowances. As previously indicated, during a number of years, the tasks of organizing social assistance has encountered the emergence of new problems. This program has been increasingly criticized both by the government and the general public dissatisfied by the fact that social security was very costly for the budget.

The system of children's allowances needed to be reformed for another reason. It was a patchwork of individual programs each pursuing its own objectives.

The reform to be discussed by us has resulted in changing the configuration of the system of social security and children's allowances. The major share of the monetary means received by Canadians in the framework of transfers relating to the system of social assistance is paid nowadays after examination of incomes. Examination of incomes has become, in fact, the basic   principle of the program of income support (tax rebates for families with children). In the framework of these programs, financial assistance is being rendered to approximately eight Canadian households out of ten.

Social assistance
In Canada, social assistance is a program of "assistance in the final instance" the provincial governments are responsible of. Within the framework of this program, assistance is rendered to the families and familyless individuals without sufficient means to meet their requirements who have exhausted their right to receive assistance for all other reasons. This form of assistance is mainly oriented to the jobless and families with no sufficient means to answer their requirements.

Each province has its own rules determining the procedure of granting the allowances (the criteria of neediness and the size of the allowance). There can be three reasons for the allowance to be granted: the rules existing in a given province, the volume of liquid assets, and the examination of neediness.

The rules existing in a given province determine the type of families which can be entitled to assistance. For example, in most provinces, the allowances are not paid to strikers, and there exist special rules applicable to students and persons dependent on their parents.

The second criterion is known as "the rules of exclusion based on examination of liquid assets", These rules determine the maximum level of liquid assets a household can have if it applies for social assistance. Each province can introduce its own restrictions. There are also some restrictions concerning property - ownership of a house, furniture, car, equipment etc.

The examination of neediness is the key factor for all provinces. In the course of this examination, all basic requirements on the part of family members - food, clothes, housing, communal services - are taken into account. Special requirements of a given family as regards medications, health food and appliances for the disabled are also taken into consideration. During examination of neediness, it is determined what amount of resources has already been obtained by a given family. The resources include all types of earnings, benefits, individual savings, assistance coming from friends and relatives, social insurance benefits, pensions and income from other sources.

A household is entitled to assistance (provided that every rule is observed) if the resources it has are not sufficient for meeting its requirements. The size of the allowance is determined by each province on an individual basis. It can depend on the size of a family, the number of children, the family status of the head of the family, his or her chances to find work, and other factors (e. g. disability).

The restrictions imposed on earnings are another crucial condition regulating the procedure of granting of social assistance. A maximum amount of earnings is determined as regards any recipient of assistance, and when this amount is exceeded the amount of the allowance decreases.

The technique of granting of social assistance differs throughout the country. In some provinces, for example, in Quebec, the maximum authorized amount of earnings is fixed, and the payments relating to the programs of social assistance are reduced by one dollar per each dollar earned in excess of  the authorized level. In other provinces (for example, Yukon), the payments are reduced by a certain percentage of the earnings. Until the maximum value is reached, the recipients of allowances can receive a fixed percentage of their earnings, but when this value is reached, the amount of the allowance decreases. Most of the provinces combine these two approaches.

Despite the differences in the procedure of granting of social assistance, the size of the said allowances in all provinces is well below the common poverty threshold.

For example, the size of allowances paid to single parents with one child varies as follows: 70% of the poverty threshold in Newfoundland, 60% in Prince Edward Island, 63% in Nova Scotia, 62% in New Brunswick, 57% in Quebec, 60% in Ontario, 50% in Manitoba, 59% in  Saskatchewan, 50% in Alberta and 60% in British Columbia.

The allowances paid to able-bodied familyless citizens are even smaller. In 1999, they varied between 9 per cent of the poverty threshold in Saskatchewan and the maximum 41% per cent in Ontario. The allowances paid to familyless disabled persons varied between 42 % of the poverty threshold in Alberta and up to 70% in Ontario. Finally, families composed of two parents and a child received the allowances which varied between 45% of the poverty threshold in Quebec and 62% in Prince Edward Island.

These allowances are insufficient not only in absolute terns, they are also insufficient by being unindexed in relation to any increase in the cost of living. The allowances are increased irregularly and erratically. Though the cost of living has grown in the course of time, in the majority of jurisdictions the size of the allowances has been frozen or even reduced.

Apart from the fact that the size of the allowances is insufficient, most of the provinces have introduced certain rules making it more difficult to receive the right for social assistance or to get this right confirmed during re-registration. This tightening; of the rules is called to reduce the general budget costs. 

The province of Quebec has introduced a rule on parents' responsibility. All persons of l8 years of age and older (not married and childless) who have not announced their independence from the parents, are considered dependants. Their parents are obliged to financially support them.

In accordance with the norms existing in the province of Ontario, the able-bodied persons quitting for no sufficient reason are not entitled to social assistance during the three ensuing months. In some provinces, single parents with children are considered able-bodied which means that the pays-lent term as regards social assistance is sharply limited, because the said persons are obliged to participate in the active measures and find work.

Some of the provinces, and first of all Ontario, have completely reorganized their systems of social assistance. In 1997, this province replaced the two former programs with the program “Works for Ontario" open for participation of the able-bodied persons receiving social assistance, and the program "Support of disabled persons of Ontario" in which persons with chronic diseases can participate. The program "Works for Ontario" turned out to be rather contradictory - for the first time, payment on the provincial level was preconditioned by participation in public works     or other kinds of activities.

In other territories, the reforms did not have such a radical character. At the same time, during the last few years, there has been introduced an orientation towards active measures corresponding to the general policy pursued by the OBCD.

These programs differ from one another but have a common structure. They are oriented at providing the recipients of social assistance with such  skills and resources that are necessary for them in order to quickly return to the labour market. Assistance is furnished in the form of help in finding employment, preparation of     résumés, improvement of literacy, formation of professional skills, retraining' and professional orientation.

Apart from the active measures focused on the improvement of skills, the provinces are introducing various programs of assistance to socially vulnerable groups (supplementary payments, disability pensions, and child benefits).

Child benefits

In Canada, considerable restructuring of federal and regional programs of assistance to families with children is taking place. The federal level and the provinces jointly materialize the initiative referred to as "the Rational Children's Allowance". This program is typical of the reforms proceeding in the period of transition from the universal approach toward social assistance - to some new principles.

Historically, children's allowances have been aimed in Canada at solving the two following problems; first, to combat poverty, and second, to ensure “horizontal justice”. In accordance with the first objective, the allowances are filling the gap between the earnings of low- and average-income families and their requirements. The elimination of this gap is necessary because the market economy does not envisage any modification of the wage (salary) level in accordance with the number of dependants. The term "horizontal justice" means that children's allowances are becoming for society one of the instruments of financial "accounting" of the fact that families with children irrespective of the level of their incomes have to shoulder additional expenses not existing in the case of childless families. 

From insurance against unemployment to insurance of employment

Insurance of employnent was previously known in Canada as “insurance against unemployment”. This social program was one of the first in Canada. Created in the 1940s, it was based on the universal model. Initially, insurance against unemployment was aimed at financial assistance to persons temporarily out of job.

Initially, insurance was to cover only the workers whose professional activity implied a serious risk of unemployment, first of all, those employed in industry and commerce. This program embraced only one half (42%) of the economically active population. The majority of workers remained uncovered by the insurance programs; among them were persons employed in forestry and agriculture, education, medical care and public service.

The extension of the program

In the ensuing thirty years, the Federal Government has expanded the program of insurance against unemployment far beyond the framework of the original program of short-term insurance against the risk of job-loss on the part of a small section of the economically active population. By the year 1971, nearly all employees had been insured. Job specifications - the number of working weeks required in order to get qualified for an insurance benefit - were eased, while the size of benefits increased.

The system of benefits was also extended to those workers who lose work because of illness, childbirth or retirement. Some supplementary regional benefits were also introduced. These benefits represented supplementary payments to persons without work living in the regions with an unemployment rate exceeding the national one. A sliding scale was used - the number of weeks during which it was possible to receive a supplementary benefit depended on the acuteness of the situation in a given region. Some of the means were reserved to finance re-training of the unemployed and to fund the projects of  job creation.

The employers and employees financed the programs by their insurance contributions. The employers contributed a fixed percentage of the pay-roll fund, while the employees - a fixed percentage of their wages (salaries) (up to a certain maximum level). The Federal Government funded the supplementary regional programs, benefits for fishermen and promotion-of-employment programs.

The curtailment of the programs

The law on unemployment adopted in the year l971 had increased the scope of the program, but its realization was considerably impeded by numerous problems caused by the growth of inflation, budget deficit and rising unemployment taking place throughout the 1970s. As a result, the expenditures on the program of insurance against unemployment significantly  increased making it one of the most costly, and did so at the most awkward time - in the period of recession. The reduction of these expenditures became inevitable.

During the ensuing 25 years, different changes have taken place resulting in the progressive shrinkage of the program of insurance against unemployment - it was becoming increasingly difficult to secure assistance, the size of benefits was declining along with the duration of their payment term.

The turning point was the year 1995, when the Federal Government announced its decision to change the system of insurance against unemployment. In June 1996, it was officially stated that the old system would be replaced with a new one - that of insurance of employment. This change reflected a fundamental shift in the "philosophy" of the programs -from "passive" dependence to "active" employment. The aim of the reform was to exclude the unemployed from the ranks of those participating in the program, to disqualify, as soon as possible, the existing recipients, and to increase the amount of the economically active population through re-training and the improvement of professional skills.

In accordance with the scheme of insurance of employment, the two types of benefits were introduced: for those seeking work and for the employed. The adopted law formulated new job specifications, changed the size of benefits and reduced the payment term. It was believed that all those changes would enhance the incentive to seek work.

The job specifications referred  not to working weeks but hours. These changes were aimed at making the system more flexible; they were intended to invest partially employed persons with the right to receive benefits.

At the same time, there occurred a tightening of qualifyng criteria and a significant increase in the number of working hours necessary for the applicants to get entitled to benefits. For workers, the obligatory number of working hours varied now between 420 and 700 in relation to the unemployment rate in a given region (the equivalent of 12-20 working weeks). According to the previous law, the entitlement to a benefit had required 180 to 300 working hours. 

In order to secure the sickness benefits, maternity allowances and child benefits, 700 working hours (from January 2000 on - 600) were required.  The persons starting to work for the first time and those who had been jobless for several years, were obliged to "take roots" on the labour market, and only then were entitled to insurance of employment. The time limit for them was set at 910 working hours, and on observing this rule they could become participants in the program.

The benefits amounted to 55% of an average wage (salary) from which insurance premiums had been paid. The maximum amount of a wage (salary) from which insurance premiums were charged was reduced from 42 380 dollars to 39 000 dollars. The upper limit of the allowances was reduced to 413 dollars per week.

Some other rules tightening the procedures of granting benefits within the system of insurance of employment were also introduced. For example, it was stipulated that after twenty weeks of benefit payment, the  substitution rate was to decline from 55 to 50%.  This restriction was aimed at reducing the number of recipients of insurance benefits from the ranks of seasonal workers who repeatedly applied for benefits instead of seeking permanent jobs.

The system of insurance of employment preserved the rules of examination of incomes used in the system of insurance against unemployment. The recipients of benefits with a relatively high income level were obliged to compensate for 30% in excess of 39 000 dollars  (for those who had been receiving benefits for more than 20 weeks) and in excess of 47 750 dollars when the recipients had been receiving benefits for no longer than 20 weeks.

Additional family benefits were introduced for the families with an annual income not exceeding 25 921 dollars who had the right to the federal child benefit. These allowances depended on the number of children in a given family. Such families were entitled to receive up to 30% of an income from which insurance premiums had been paid.

According to the new law, the maximum payment term as regards insurance benefits was reduced from 50 to 45 weeks. The economies were used to finance other programs of employment promotion, these measures included bonuses, assistance in establishing a personal business, credits for re-training, and job creation. A special 300-million-dollars fund was intended to finance these active measures throughout the ensuing period of three years.

As a result of these changes,  the proportion of unemployed persons receiving insurance benefits was sharply reduced - from 74% in 1989 to 36% in 1997.

In September 2000, in response to the concern caused by the abrupt reduction in the number of unemployed persons covered by the new program, Ottawa made some amendments to the Law on insurance of employment. In particular, they envisaged a certain easing of the previously introduced measures considering the length of the payment term and the maximum size of the benefits.

The lessons of Canada 

Integration of benefits

The Russian Federation has introduced numerous benefits differing only in orientation, regional scope and the methods of granting. Just an insignificant percentage of benefits is granted on condition of examination of neediness, and most of the benefits are granted on the categorial principle alone.

The Canadian system of social assistance is rather complex because the federal, provincial and local governments grant social allowances both in the form of allocations from the budget and in the form of tax rebates. At the sane time, this program is incomparably simpler than the Russian one. First, in Canada, the Federal Government is implementing just eight major social programs (the old-age pension, the bonus to the old-age pension, the allowance to married couples receiving pensions, the Canadian pension plan, insurance of employment, the program of tax rebates for families with children, the veterans’ benefits, and social assistance rendered to native Canadians) and a number of programs concerning tax rebates.

Realization of programs of social assistance takes place on the level of the governments of provinces, territories and (in certain cases) municipalities. The provinces and territories bear responsibility for the programs of compensation of workers, and furnish supplementary tax rebates (augmenting the federal ones) mainly in the form of returnable tax credits.

Some Canadian programs envisage "packages" of benefits furnished within the framework of a joint program of assistance. In accordance with the Canadian pension plan, financing is not limited to old-age pensions alone, but is also extended to the benefits for widowed husbands and wives who have outlived their breadwinners, as well as to the disability and burial benefits. The unemployment  benefits, parental benefits and disablement benefits are rendered in the framework of the program of insurance of employment. In the programs of compensation of workers and veterans' benefits, furnishing of allowances is combined with rendering of some supplementary types of medical services.

Apart from this, Canada has carried out integration of some benefits in order to overcome the contradictions existing in the internal organization of the benefits, to reduce administrative and management costs and the doubling of administrative functions. The most telling example is the sphere of social assistance to families with children where this integration has been conducted in the two following forms:

First, the three federal programs differing in organization and objectives (the family benefits, the returnable credit for families with children and the non-returnable credit for families with children) were combined into a single allowance furnished on condition of examination of incomes. The right to this benefit is determined on the basis of   calculation of a family income; the size of an allowance is also established in relation with a corresponding income level. The maximum allowances are paid to poor families, and the size of the allowance declines as the recipients' income level goes up.

Second, the federal and provincial benefits were integrated in the framework of a national children's allowance so as to increase the federal share and to respectively decrease the share financed by the provincial governments, while financing was extended to cover the new types of allowances and bonuses furnished on condition of examination of incomes. These allowances are furnished through the federal tax system on behalf of the provinces and territories. Thus, the integration of the federal and provincial programs of income support aimed at families with children involves both the organization of the programs, and the procedures of granting the allowances and payments to the population.

At the same time, it is easier to theoretically justify the integration of allowances than to carry it out in practice. The Federal Government has recently attempted to integrate the three types of allowances for old-aged persons into a single address-program of social assistance (the allowance for senior citizens) similar in its organization and orientation to the Canadian system of children's allowances. This idea was energetically criticized by both the left- and right-wingers, and the government was forced to abandon its plans. The pension policy in Canada as well as in the USA and in the majority of other countries is an area  politically very sensitive, and the conduct of it always implies the necessity to cope with strong resistance on the part of well-organized opponents.

The introduction of the national allowance furnished to families with children has also provoked criticism from various social groups lamenting the fact that certain low-income families, clients of the system of social assistance, were entitled to receive the allowances within their former limits, while the employed poor families could receive a substantial gain in real terms. The major reforms of social programs always put forward the problem of losers and winners.

Such a consolidation is never easy in political respect despite the fact that it can   seem absolutely logical as regards the implementation of a certain program, and desirable as regards the administrative and management costs. People can feel that they are losing something even if the former allowances are continued to be paid to them, though in a different form.  They must be informed on the reasons for which the form of these allowances has been changed. In the course of any consolidation it is necessary to guarantee that the position of low-income persons will at least not deteriorate in comparison with the pre-reform period. Any decrease in allowances can be afforded only in those cases when it affects the high-income strata of the population alone.

A lot remains to be done in Canada in order to systemize the system of benefits. Some benefits are furnished in the form of tax rebates to the disabled and their families (these benefits are rather hard to assess from the standpoint of their socio-economic effectiveness). In other cases, an  allowance is granted on certain conditions (for example, the right to receive certain benefits is furnished only to the recipients of other pecuniary benefits of the same category. Some progress has been achieved recently in the improvement of these programs (the size of allowances was increased, some new allowances were introduced in the form of returnable credits granted to low-income persons, and the category of persons entitled to receive allowances was expanded). As a result, the number of programs has increased, but their structure has remained intricate.

The right to allowances

In Russia, there exists a wide-spread practice of combining the method of examination of neediness with the categorial approach (when the allowances are furnished to all persons of a certain category irrespective of their income level and neediness). Such a combination of procedures is also used in Canada,  but there it is developing towards a wider application of the method of examination of incomes. Examination of neediness seems undesirable for several reasons: social assistance -  a program still surviving in Canada and envisaging examination of neediness - is based on a system of strict rules and limitations, is discretionary in many respects, not easily administered and very intrusive as regards private life of the recipients and  their families, being at the same time rather stigmatic. On the contrary, examination of incomes is much simpler (the right to an allowance and the size of the latter are determined in relation to the income level and in accordance with stable and understandable rules). This system is neutral as regards any intrusion in private life,  very simple in administering, and participation in it does not imply any stigmatizing.

At the same time, examination of incomes envisages the existence of a well-functioning administrative mechanism. The ideal way to accomplish these ends would be to use the tax system (as in Canada) because in such a case it becomes possible both to collect and exact payments in the framework of a single apparatus. Maybe this variant is not relevant in Russia - first of all because of the territorial disconnection of the system of social assistance and the insufficient development of the tax services' data bases.

Probably the payment of allowances can be organized by means of special centers where one could fill in the registration forms necessary for participation in the program. This approach would imply considerable expenses due to the inevitability of creation of a special system; apart form this, there emerge certain problems concerning public relations and the necessity to achieve a sufficient level of involvement on the part of persons entitled to allowances. Many potential participants in the program do not register themselves because they are ignorant of the existence of the program or simply do not want to get entangled in the red tape. The advantage of the allowances furnished in Canada in the form of tax rebates consists in the fact that all potential recipients at any rate declare their incomes in full. For them, the right to participate in the program is determined automatically on the basis of the data on their income level.

Examination of incomes by means of the system of income taxation of physical persons as it is done in Canada, envisages a one-hundred-per cent declaration of incomes. Russia still does not have such a program. One of the shortcomings of examination of incomes on the basis of a tax system consists in the fact that there can be a significant time gap between the period of acquisition of income and the moment of payment of the allowances. This problem of efficiency becomes more serious when people are encountering a serious drop in income. For example, the transition from the average-income group into the low-income one makes it possible to receive the maximal allowance, but the system can respond to any changes in the financial position of the recipients only with a certain delay.

The system based on examination of neediness, on the contrary, is highly responsive and efficient because it suggests regular examination of incomes and other factors of the economic position of a given family. At the same time, there emerge  an effect of intrusion in private life and an effect of the "stigma". How serious would be the problem of efficiency of the programs, would depend on the method of organization of the program, the character of distribution of income and the regularity of its acquisition. If the majority of low-income persons receive their incomes irregularly, the problem of efficiency is not too grave. In any case, all these people have the right to the maximal allowances. 

Since some people in Russia prefer not to declare their income to the authorities, they remain outside of the system of income taxation or any other mechanism of examination of incomes. People can receive their wages (salaries) inofficially, and therefore assessment of their actual financial situation is complicated.

For this reason, it could become feasible for Russia to preserve the existing approach involving examination of neediness which envisages complete assessment of the assets possessed by a household and other factors of neediness. We know from Canada’s experience that this method of organization of social programs is the most costly and ineffective. Social assistance is the most unpopular and universally despised channel of aid. Assessment of assets also presents difficulties. Even when there is a dwelling, it can turn out that the family which resides in it does not have enough money to buy food and clothes as well as to pay for public utilities. The shortcoming of examination of neediness consists in the fact that it is impossible to quickly react to abrupt changes in the position of a household and to help it in payment of extraordinary expenses relating to ill health, onset of disability or some other difficult family situation.

The simplest way to furnish allowances is to resort to the categorial approach. At the same time, the universal programs are not effective enough, inconsiderate of economic requirements and are less applicable to solving the problems of combating poverty than the address programs. In the early 1990s, Canada decided to discontinue the two largest categorial programs: the program of allowances to senior citizens and that of family subsidies.

It is likely that in Russia, examination of incomes will result in equal payments to most of the citizens because the income-distribution curve will be disbalanced in favour of low-income households. Thus the program will in fact be organized on the categorial principle even in the case of examination of incomes being used. At the same time, when examination of incomes proceeds openly, the size of allowances can be made dependent on the income level of a given family, while the amount of payments can be coordinated with the degree of neediness.

The types of allowances

The expenditures on realization of any income-support program will be very high especially when the program will envisage examination of incomes. In the financial year 1998-99, the Canadian government spent 60.3 billion dollars on financing income-support programs, or 49.5% of the net volume of financing of federal programs and 6.7% of the GDP. The largest article of expenditure was financing of the allowances to senior citizens (pensions) – 22.8 billion dollars. The amount of financing of this article is steadily on the rise because of ageing of the population.

At one and the same volume of overall financing, the address programs (implying either examination of neediness or examination of incomes) make it possible to guarantee the payment of larger allowances to a narrow circle of recipients, as a rule, the poorest. As mentioned above, Canada is moving in the direction of address social assistance envisaging examination of incomes - away from the categorial allowances or the allowances granted on condition of examination of neediness. At the same time, the main argument in favour of transition from the categorial schemes to the address approach involving examination of incomes was not the reduction of expenditures. Examination of incomes as envisaged by the scheme  of social assistance to senior citizens affects only a small proportion of the richest recipients. The reform of the national program of tax credits to families with children has made it possible to substantially  increase the size of allowances to the poorest, and even to increase it to a certain extent in the case of average-income persons.

Some provincial governments pay bonuses to (low-income) families with children, and experiments on the introduction of allowances to single parents are taking place in the provinces of British Columbia and New Brunswick. On both levels (the federal and provincial), a number of extensive programs of assistance to families with children is under way; the recipients are the totality of unemployed families and a vast majority of the employed ones. At the same time, neither the Federal Government nor its provincial counterparts furnish allowances to low-income employed childless families (employed) and to employed individuals for the two major reasons: concern with the possible expenditures, and  the inexpedience of any intervention on the labour market. Even if the Russian Government will decide to pay bonuses to the employed poor, it would be necessary to take into account these very circumstances. It is essential to upgrade the system of payments of children's allowances from the very beginning, and only then to introduce allowances to all of the employed poor (taking into account the high concentration of low-paid persons which exists in Russia, this measure will be extremely costly). Bonuses are feasible only on condition that some effective wage system does exist, because they are aimed exclusively at supplementing the incomes of a small percentage of low-paid workers.

In Canada, the federal and provincial governments establish the minimal wage (the federal level corresponds to that established by the local government in each of the provinces). The minimal wage is not index-tied to prices and average wages  and does not react to their growth. This system of income support can function provided that an effective wage system does exist, and the very fact of its presence cannot guarantee a level of wages sufficient to meet the minimal requirements on the part of each of the employed (it is especially true in respect of workers with dependants).

The interaction between the federal and provincial authorities

One of the major lessons of Canada's reform of the system of public assistance is the achievement of close interaction between the authorities of different levels. In the past, the absence of such coordination repeatedly resulted in the emergence of various problems (as it happens today), also produced by the unwillingness of top-level officials to coordinate their actions when implementing structural reforms. The only serious attempt at introducing an allowance in the form of bonuses undertaken in the mid-1970's  was a failure exactly because of the inability of the authorities of different levels to agree among themselves. The existing national system of children's allowances is a rare example of what can be done to organize an effective interaction between federal and regional  bodies.

The reform of the programs and the restructuring of allowances can be successful only on condition that the role of each level of authority is adequately taken into account. When there is no integration of the programs, it is at least possible to secure coordination of actions being undertaken by different levels of authority  (for example, they can jointly use some data bases). Canada's positive experience in the field of reforming children's allowances is based on close cooperation and joint work of politicians and rank-and-file officials. The national program of children's allowances was designed and materialized by a working group comprising a number of experts of the federal and provincial governments. Such groups were created in order to organize the reforms of social servicing and the programs of social assistance to the disabled. The federal and regional programs are entwined as regards the distribution of both responsibility and the rights to carry out expenditures.

The Canadian system of social protection has been doing its best to cope with the problem of imbalance between the mandates and the volume of financing. To accomplish this, news instruments have been used.

In the 1970s, the Federal Government permitted the regional governments to keep a relatively large proportion of tax revenues in order to expand their financial base. The central government effected social transfers and equalization payments aimed at financing some expenditures on regional social programs, and at levelling-off the conditions of funding as regards such programs in the rich and poor provinces. The Federal Government has expanded its participation in the key program of assistance to families with children. Due to the widening of the scope of federal financing, the provinces have got an opportunity to redirect some of the means to social assistance in the framework of other programs, as well as to social servicing of families with children. Russia can use the experience accumulated in this sphere by the Canadian Federal Government, and thus to attain its own aims.

�Present article was written as a result of the research project «Living Standards and Income Inequality in Selected Regions: Development of Targeted Social Assistance Programs» by K. Battle, I. Kolosnutsyn, E. Kitova, A. Sourinov, Sh. Torjman, T. Chizhelikova, S. Shashnov








