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Removing Welfare Barriers in Manitoba

SEED Winnipeg is a nonprofit organization
which helps low-income people find work by start-
ing their own small business or by participating in
the establishment of a community-based business.
We offer management training, business plan prepar-
ation and evaluation assistance, a loan program and
other business consulting services to low-income
individuals.

Five years ago, the staff at SEED Winnipeg
received applications from two single-parent women
who had immigrated to Canada from South Africa.
Both women had done some casual work for a dom-
estic cleaning company.  Both were now being
offered a chance to purchase a franchise with the
company.  The cost of each franchise was approx-
imately $3,000.

The staff at SEED Winnipeg were enthu-
siastic about the probability of success for these
women.  They both had a strong desire to become
financially independent.  Both already had satisfied
the franchiser with the quality of their work.  The
franchiser had a good track record of assisting fran-
chisees to secure full-time employment.  The rate of
pay was high enough to provide a living wage.

SEED was ready to make a loan to cover
the franchise fees, but a number of barriers first had
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Self-employment is an increasingly popular
way for people to get ajob.  But it has some unique
challenges.  To be successfully self-employed usu-
ally requires that the entrepreneur learn some basics
about how to manage a small business. Most people
find it helpful to develop a plan to evaluate the via-
bility of the business and chart its course.  Some
capital often is required to get the business started.
Middle-class people generally find that these
challenges are not insurmountable.  They usually can
locate resources to take courses in business manage-
ment or pay for start-up expenses.

Many low-income people also have market-
able skills and abilities and self-employment can be
a viable employment strategy.  Often, however, they
do not have access to the resources required for
training and start-up.

The Caledon Institute has launched “commu-
nity stories” to enable individuals involved in
capacity-building initiatives to reflect upon
and write about their work.  This series pro-
vides a vehicle for community leaders to tell
their stories in their own words.
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to be overcome. Both women were on welfare.
Because it would take them three or four months to
get enough cleaning contracts to become totally self-
sufficient, they would need to stay on welfare for a
few months while they got their businesses going.
But the welfare regulations did not allow for that.

Welfare is intended to be a program of ‘last
resort.’  By definition, it is not to be made available
until every other possible source of income has been
exhausted.  Individuals who have other resources
are expected to use them before they apply for
welfare.

When SEED staff contacted the social ser-
vices officials to try to work out an arrangement for
these women, we were told that any loan amounts
to help start a business immediately would be viewed
as resources available for living and the women
would be cut off welfare.  SEED staff also were
told that any revenue earned in these businesses
would be treated as income and deducted from their
welfare allowances.  Their’ gross revenue’ would
be deducted without any provision for the expenses
which the women would incur in earning that
revenue.  Anyone who has ever owned or managed
a business knows that there is a big difference
between’ gross revenue’ and ‘net income.’  Clearly,
these regulations were prohibitive in terms of using
self-employment as a way to ease recipients off
welfare.

SEED staff were appalled.  Not only was
the government standing in the way of a better life
for both applicants, but also it was working against
its own agenda of reducing welfare expenditures.

Appeals to the bureaucracy to make an
exception were turned down.  Finally, a meeting was
arranged with the Minister responsible for the pro-
gram.   She was immediately interested.  Her man-
date was to help get people off welfare and she
wanted to hear about how her department’s reg-
ulations were standing in the way.  The stories of
these two single-parent women demonstrated some
concrete areas in which government regulations
needed to be changed, and changes indeed were
made.

Today, Manitoba has some of the most pro-
gressive legislation in the country to help welfare
recipients use self-employment to become financially
self-sufficient.  The legislation includes provisions
which:

• Allow recipients to stay on welfare for up to 52
weeks while they get their businesses going.
Very few businesses are profitable as soon as
they open their doors.  It takes time to develop
market position.  Income in the early stages often
is absorbed in asset accumulation.  Revenue may
not be available for living expenses.  For many
years, the federal government has had a self-
employment assistance program which has rec-
ognized this building period and allowed Employ-
ment Insurance recipients to collect benefits
while starting businesses. Manitoba welfare
recipients now have that opportunity as well.

• Maintain full welfare allowances for up to 52
weeks, provided that the entrepreneur does not
take any of the proceeds of the business for living
expenses.  Not all entrepreneurs choose to use
this provision.  Some prefer to take an income
draw out of the business to improve immediately
their standard of living.  But for those who want
to reinvest all of their first-year profits to build
up their business asset base, this provision is
helpful.

• Permit the consideration of appropriate expenses
before calculating the ‘net income’ of the busi-
ness each month.  The regulations generally fol-
low Revenue Canada guidelines in defining eli-
gible expenses.

• Make it possible for the entrepreneur to retain
a portion of any income which is taken out of
the business, before welfare allowances are
reduced.  Entrepreneurs are allowed to with-
draw $100 from their businesses each month
without penalty.  Each additional dollar that they
take out of the business each month reduces
their welfare allowance by 70 cents. We feel
that this provision is still too punitive but it does
ensure that a welfare recipient with business
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income always will be financially better off than
before, even if she has not yet become self-
sufficient.

• Provide an incentive for entrepreneurs to con-
tinue operating their businesses beyond the first
year, even if they have not yet become totally
self-sufficient.  Many business owners need
more than one year to become entirely self-
sufficient.  The legislation does not allow those
entrepreneurs to continue to build assets in the
business without penalty beyond the first year.
All profits, whether they are left in the business
or taken as a draw for personal living expenses,
result in a reduction in welfare.  However, the
legislation does allow entrepreneurs to continue
to operate the business and use a portion of the
profits to improve their standard ofliving.

While the new provisions are very helpful,
they are not perfect.  A number of changes could
be made to increase the potential for self-employment
to promote the transition from welfare to work.

First, the new provisions do not apply to
everyone.  Welfare recipients need to be part of a
recognized program like SEED Winnipeg to be eli-
gible.  The reporting requirements are stringent.
Recipients are required to file a balance sheet and
income statement with their welfare worker each
month.  SEED staff have had to spend a lot of time
teaching clients and social workers how to read
financial statements.  No reimbursement is provided
by the government for the agency’s effort.

Second, the reduction in welfare allowances
when income is used for personal living expenses is
still too punitive.  One hundred dollars can be with-
drawn from the business each month without pen-
alty.  The monthly welfare allowance, however, is
reduced by 70 percent of any withdrawal over the
first $100.  Welfare recipients live a barebones
existence and need a stronger incentive to keep
working towards greater self-sufficiency.

Third, the legislation assumes that every-
one is working towards total financial self-
sufficiency.  Total self-sufficiency is not possible for

everyone.  It is not uncommon for SEED Winnipeg
to work with single parents with up to four or five
children.  The demands on the parents’ time for
parenting and homemaking are enormous, and often
they do not have enough time left over to run a full-
time business.  It should be enough for them to pro-
vide for only a portion of their financial needs with-
out the pressure of becoming totally self-sufficient.

Benefits of Entrepreneurship

The tangible benefits of entrepreneurship for
marginalized people are clear.  Entrepreneurship
provides the opportunity for poor people to improve
their financial situation.  In many cases, it allows
individuals to leave welfare or other programs of
income support.

Entrepreneurship also offers significant
intangible benefits.  Clients often experience sub-
stantial personal growth in the process of planning
their new enterprise.  Their self-image changes and
their sense of dignity and self-esteem is enhanced.
This positive self-image helps individuals feel that
they are in control of their lives and are able to
choose their futures.

In addition to developing self-esteem, entre-
preneurship programs have the potential to increase
economic literacy.  An understanding of banking
practices, investment and the time value of money
helps individuals participate more fully in the
economy.

The community also benefits from entre-
preneurship efforts.  A study conducted by the
Rockefeller Foundation found the following:

Entrepreneurs can serve as powerful role mod-
els for their families.  The story of a long-term
welfare recipient who successfully starts a
business and leaves the welfare system can
galvanize the energies of others who see little
hope for advancement.  A similar catalytic
effect is possible from the profile of a local
resident who successfully starts a business that
hires people from the community.
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The children of clients also benefit.  Clients
who participate in entrepreneurship programs
become more supportive of their children’s
personal growth, perhaps as a result of their
own increased self-esteem.  Also, children of
self-employed parents are more likely to
become entrepreneurs than are children with-
out such role models in the household.  Children
do as they see.  Having a mother who earns
income and is striving to become self-sufficient
creates an expectation that the child also need
not accept living on welfare as his or her most
viable income-generating option.  Following this
line of reasoning, the full effect of entrepre-
neurship programs on individuals and com-
munities might be discernible only as the chil-
dren of clients mature [Novogratz 1992:
22-24].

The benefits of entrepreneurship are worth
pursuing.  The new Manitoba legislation has been a
major factor in SEED Winnipeg's ability to assist
more than 70 recipients start or expand their own
small businesses in the last two years.

Garry Loewen

Garry Loewen is employment development director
for Mennonite Central Committee Manitoba and
general manager of SEED Winnipeg Inc.
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