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Challenge and Opportunity

on July 4, 1985. Its task was to examine how Unemployment

Insurance can help Canada’s economy to develop and its labour
market to operate smoothly; how to make the program fair for everyone;
and how to ensure that it offers the best possible help to Canadians who
are temporarily unemployed. It was asked to review all elements of the
Unemployment Insurance program — the extent of coverage, the criteria
for eligibility, the amount and duration of benefits, as well as financing
and administration.

Public hearings began in October 1985, and by March 1986, 60 days
had been spent visiting 46 communities across Canada. In tiny villages
and large metropolitan centres a total of 475 presentations were heard.
They took place in formal public hearings, informal community meetings
and round-table discussions, and at work sites, Unemployment
Insurance offices, job creation projects and unemployed action centres.

By the end of June 1986, almost 1,500 submissions had been
received. The Commission investigated specific questions through more
than 30 studies from private consultants and experts. The views of
provincial and territorial governments and of the academic, labour and
business communities were sought. The experiences of those who
administer the program were also drawn upon. Finally, the impact of
Unemployment Insurance in various regions and communities was
observed first hand.

Throughout the course of this process it became clear that the
problems in the program cannot be resolved by new research or
knowledge alone. Solutions are needed which will respond to the
breadth and depth of concern expressed by the public. To do so requires
going beyond present problems, anticipating future events, and
integrating ideas in a new way.

A fundamental transformation of the design of the Unemployment
Insurance program and of the structure of the organization is essential.
Such fundamental changes cannot be made quickly, and even more
importantly, should not be made in isolation. The proposals contained in
this report recognize the need for major reforms in the Unemployment
Insurance program and in related income security and economic
development programs. They also recognize that time will be needed for
Canadians to adapt to these changes.

T his Commission of Inquiry was established by Order in Council




Leslie Parnwell, Hairstylist, Edmonton, Alberta

This letter was written by the sister of Leslie
Parnwell to Mr. Jim Edwards, Member of Par-
liament for Edmonton South. A copy was sent
to this Commission of Inquiry. It is included
bhere because it illustrates the problems and
Srustrations of a claimant confronted with a
complex administrative system.

Dear Mr. Edwards,

My name is Leslie Parnwell. I have asked my sister
to write this letter for me as I do not write well
enough or understand the system well enough to
be able to express myself properly.

I have a problem with Unemployment Insur-
ance and am at a loss as to what to do about it. I
feel I am being unfairly penalized due to an error
with the Unemployment Insurance system.

I would like to tell you a bit about myself so
that you will have a better understanding of the
magnijtude of my problem. I am 23 years old and
just recently married. My husband and I live in a
small apartment and have just purchased a car
with a loan from the bank. When I was attending
school I did not have the understanding of the
academic system to attend an academic school,
so instead I went to a vocational school and
became a licensed hairstylist. This is the field I
have worked in since and although I have never
cleared more than $700 per month, I have always
been able to manage. I moved out of home this
spring, and as I said earlier, got married and
bought a car. I am currently employed full-time
for minimum wage, my husband is only working
half time for just above minimum wage and we
are finding it nearly impossible to make ends
meet. There is definitely nothing left over for the
“finer things in life.”

Just before I got married, I was laid off work
and applied for unemployment benefits. When I
applied I found the forms difficult to fill out and
had no idea how much benefits I was eligible to
receive. I collected benefits for approximately
four months and then found work again as a
hairstylist making minimum wage. Approxi-
mately four months after I stopped collecting
benefits I received a statement from Unemploy-
ment Insurance indicating I had been overpaid by
$1,307. For someone in my position this is an
overwhelming amount of money to be paid back.

My sister and I went down to our local office
to discuss this issue. After waiting one and a half
hours we spoke to a counsellor. We found this
man to be both rude and obnoxious. He ques-
tioned the need for my sister to be present. When
I explained to him that I did not understand why
this problem had happened and that my sister
was there to help me understand, he told me it
was my fault.

His exact words were ‘“‘anyone can tell when
they are being overpaid by that much.” He then
showed me a piece of paper that indicated that
the error had been made when the claim was
punched into the computer and stated that I
should be aware of this because this was a copy of
aletter that had been sent to my home. When told
that I did not receive this letter, he told me I must
have because it had been sent to my correct home
address. My sister asked him if I could have a
copy of the letter and he replied with *“it isn’t
necessary because she has already received one.”
My sister then asked him straight out whether or
not he was going to give me a copy of the letter.
With this he stormed into a back room and came
back with a copy.




After I received the copy, my sister asked
why it'had taken over six months to find out that
an error this large had been made on the part of
Unemployment Insurance. The problem was that
instead of basing my insurable earnings on a
figure of 83,641, someone made the mistake of
keying in $6,341. This error gave me 891 more
per week than I was entitled to. When asked why
it had taken so long to discover this error, he
asked another counsellor to come over.

By this time I was in tears and my sister was
visibly angry. My sister asked the other counsel-
lor why it had taken so long to find the error and
was told she had no right to ask for explanations
and that ‘“‘Leslie should speak for herself and we
should find out exactly what she wants.” I told
her that I wanted exactly what my sister had
asked for and that I had asked my sister to speak
on my behalf. The woman very huffily told us that
the ‘“‘variance report” for my period had just
recently been generated and that was how and
when the error had been found. My sister asked
why it had taken more than six months to gener-
ate this report and was told that the office in
Edmonton had no control over what they did
down east and this is the way the system is.

The gentleman then stated that he wanted to
work out a repayment plan for the overpayment.
My sister told him that I was not prepared to
work out a repayment plan until further informa-
tion had been received. He then told us about the
appeal process, gave us a pamphlet to read and
told us that we could write to anybody we
wanted to, but they would get the money back in
the end. We then took the forms and left.

I am not writing this letter to try to get out of
paying back all of the money I received. I chose
not to go through the appeal process because
there isn’t really anything to appeal. I understand
that I was overpaid. What I am writing for is to
find out why the system is so inadequate that it
took six months to find an error this large. I do
not feel that I should have to pay the entire
amount because of someone else’s error and an
inadequate tracking system. 1 cannot possibly
afford to pay more than a token sum monthly and
it could take years before all of this money is
recovered.

Over the years I have known people who
have been able to use the system to their advan-
tage and get away with it. If I had made the error
totally on my own then I would have to accept
full responsibility for it. Somehow there is some-
thing wrong when a little person has to pay the
full costs of a mistake of a large government
organization. I feel that the UIC has to have some
obligation to account for their errors, not only to
the little person such as myself but to the
Canadian public at large. Is there no accountabil-
ity?

1 have forwarded a small amount of money to
the Canada Employment Centre Collection
Office and advised them that I am pursuing this
matter further. I have also sent a copy of this
letter to a number of other persons . . . in hopes
that someone will take action in this matter.

1look forward to a reply.
Sincerely,

Leslie Parnwell







What Is the Problem?

he first issue facing this Commission of Inquiry was to define

the nature of the problem. Does unemployment represent a

fundamental breakdown in the Canadian economy? Is it a
regional problem, an industry problem or an individual problem? What
are the needs of the unemployed and how well does Unemployment
Insurance meet those needs?

Unemployment Insurance is regarded as the core of Canada’s
income security system, as important to working Canadians as Old Age
Security and government pension plans are to the elderly and as
Medicare is to all of us.

At the same time, the program is subject to widespread criticism.
Canadians have passionate views about what Unemployment Insurance
should provide, who should be protected, and how the system should
work. They care about how well or how poorly their own needs are met
and how efficient and fair the system is for all Canadians.

This central role of Unemployment Insurance in the income security
system, the sense of program ownership by employers and workers, and
Canadians’ anxiety about the future, provide the context within which a
review of Unemployment Insurance must be placed.

The Changing Nature of Unemployment

Throughout the consultations, many Canadians expressed concern about
the availability of jobs and about their income security. Participants were
acutely aware of the dramatic changes in the economy over the last few
decades — not just here in Canada, but around the world. They recog-
nized that we will all continue to face pressures to adapt to the new
realities of a much more interdependent global economy. Those who lose
a job cannot assume that when times improve their skills will be in
demand again. There was a strong call for a full employment policy — for
some form of government intervention to ensure that there will be
enough jobs for all who want to work. Many participants foresaw massive
structural change in the economy in response to technological change,
international competition and free trade. They feared permanent job loss
in dying industries and single-industry towns and a lack of employment
opportunities in poorer regions of the country. At the same time, they
expected unemployment to continue growing as those previously
outside the labour force sought entry into the job market.

““If you think the system is working, ask
someone who isn’t!” (Organization of Unem-
ployed Workers, Port Alberni, B.C., picket

sign)

“‘As for using and abusing U], there are
always going to be a few who do it, but I
believe the majority of the people on Ul use it
because that is their life blood.” (Women'’s
Centre—Chatham, Newcastle hearings)

“Our position on the Unemployment Insur-
ance program is that, as you have stated, it is
a safety net. The safety net should be
restricted to those people who are tem-
porarily unemployed, are actively seeking
employment and are employable. It should
not be used as a cure-all for the various other
social problems that are persistent right
now.”” (Calgary Personnel Association,
Calgary hearings)
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“Our society pays a very large cost for high
rates of unemployment. In 1982, the
estimated cost was $78.3 billion. There may
be tremendous costs involved in creating
sufficient work for all the people who want
it, but they are obviously less than the costs
we incur as a society under current circum-
stances of lost training outlay, lost produc-
tion, lost earnings, lost taxes, increased
social welfare costs and Ul benefits as well as
the costs of increased mental and physical
stress.”’ (National Action Committee on the
Status of Women, written brief)

‘““The unemployed are our husbands, our

wives, our sons, our daughters and our grand-

children. They are us, dammit!”’ (Unemploy-
ment Help Centre, Kingston, Ottawa hear-
ings)

The Dynamics of the Labour Market

The official unemployment rate reflects the proportion of the labour
force that is out of work at a specific time and is one of the most
frequently cited indicators of economic performance in Canada. Most
Canadians are so familiar with the unemployment rate that it is referred
to as if it were a thermometer showing the health of the country. The
unemployment rate, however, provides only part of the picture. The main
problem with concentrating on this single number to the virtual
exclusion of all others is that it provides only a snapshot of the economy
at one moment in time. The economy is always in a state of flux and
unemployment is too complex to be described adequately by a single
figure. In fact, the number unemployed at some time during any year is
much higher than the average unemployment rate for that year. In 1985,
when the unemployment rate averaged 10.5 percent, the number of
persons unemployed at some time during that year was 25.4 percent of
the population in the labour force.

There is continual turnover in the labour market as workers change
jobs, lose jobs and search for new ones, or leave the labour force
altogether, while new people enter. Similarly with employment
opportunities — firms and whole industries expand and contract,
relocate and restructure to meet technological change, market
competition and shifting demand patterns.

Thus, unemployment is a problem which annually affects one in four
Canadians who want to work. No one can be certain that he will never
need Unemployment Insurance. In fact, it is more likely that at some time
he will. One of the participants in the public hearings summed this up
when she quipped ‘Ul stands for ‘you’ and ‘T’.”
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*“The costs and burdens of unemployment are
not equally shared and some groups are
affected far more than others. Managers,
professionals and executives are generally
spared the direct effects. The worst impacts
fall on the economically weak and marginal —
youth, women and workers in resource
communities.”’ (Newfoundland and Labra-
dor Federation of Labour, written brief)

“The Railway Association of Canada knows
of no other national, federally run program
where the location within the country in
which you live determines your entitlement
to a benefit.”’” (Railway Association of
Canada, written brief)

“There were two age groups in our local
union most affected by the continuous high
unemployment; namely, the young members
between the ages of 18 and 28 — that group is
mainly made up of apprentices, and we have
massive unemployment among our appren-
tices —and the 50 and older age group.”’
(United Association of Journeymen and
Apprentices of the Plumbing and Pipefitting
Industry of the United States and Canada,
Local Union 170, Vancouver hearings)

The Risk of Being Unemployed
Although all working Canadians must live with the heightened
possibility of becoming unemployed, some are more susceptible than
others to frequent spells of unemployment. In addition, the long-term
unemployed bear a substantial portion of the total burden of unemploy-
ment. Some of these individuals are ‘“‘chronically”’ unemployed: they
suffer repeated spells of joblessness and are unemployed for a large
portion of their adult lives.

The industry and occupation in which a person works are important

factors inﬂuencing the probability and duration of unemployment.

picture remains the same. The workers in certain industries and sectors
(for example, construction, fisheries and forestry) are more susceptible
to unemployment than others. While workers in these industries
represent a minority in the Canadian work force, their importance in the
overall picture of unemployment stems in large part from their regional
concentration.

Since 1975, all provinces east of the Ottawa River have had
unernployment rates above the national average, and the same higher
rates have recently existed in British Columbia. In many cases the higher
unemployment rates of certain provinces still underestimate the
economic difficulties found there. Provinces with higher unemployment
rates tend to have lower participation rates because more discouraged
workers withdraw from the labour force and fewer new people enter.

Unemployment rates give a general idea of the relative difficulty in
finding a job in the area. For this reason they are used under the current
Unemployment Insurance program to trigger regionally extended
benefits. If unemployment rates accurately reflected the duration as well
as the 1ne1dence7>f unemployment, one could argue that their use as a
trigger for longer benefits was justified. Interregionally, however, there is
much less variation in the duration than in the incidence of unemploy-
ment. While both factors play a role, the hlgher rate of unemployment in
Newfoundland compared with Ontario, for example, is more strongly
influenced by the fact that a greater proportion of Newfoundland’s work
force experiences unemployment over the year than by the longer
duration of the unemployed spells.

The characteristics of the individual also influence the likelihood of
experiencing unemployment. A low level of education considerably
increases the probability of unemployment. Older workers, particularly
men, are vulnerable to longer spells of unemployment. Young new
entrants to the labour market also face greater risks of unemployment.

The persistence of high levels of unemployment and the concentra-
tion of unemployment among those in certain industries, occupations
and regions are major concerns. These problems and those facing people
with low levels of education, particularly the young, have implications

not just for Unemployment Insurance but for employment policies in
general.
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““The members of our association are abso-
lutely convinced that many persons volun-
tarily make what amounts to a way of life out
of working only long enough to establish
benefits, and then drawing them for the
maximum period, and then repeating the
cycle. This is borne out by the studles that
show that large numbers of persons who
couldn’t find any work while they were on
benefits, very, very quickly find work as soon
as their benefits run out.” (Construction
Labour Relations, Edmonton hearings)

“We talked about the ten-week idea, and that
some people, through no fault of their own
can’t do any better than that and think in
those terms. It’s also a fact that governments
create that mentality themselves, because
governments in fact have some job creation
programs which suit the Unemployment
Insurance requirements.”’ (Government of
Prince Edward Island, Charlottetown hear-
ings)

“You have to realize that people get burned
out about age 55. Sometimes their employa-
bility is compromised. As anybody at 55 who
is marching for a job would attest, it becomes
very difficult.” (Southern Alberta Building
and Construction Trades Council, Calgary
hearings)

Who Receives Unemployment Insurance?

In 1985 the average monthly number of Unemployment Insurance
beneficiaries was 1.1 million, down slightly from 1984 and from the peak
in 1983. This figure is about 86 percent of the total unemployed
population. Total payments to Unemployment Insurance claimants were
$10.2 billion. The average claimant received weekly benefits of $161.62
and the average length of time on claim was 25.3 weeks. About 28
percent of claimants exhausted their benefit entitlement. The proportion
of claimants exhausting benefits was highest for those individuals with
very few (10 to 14) or many (52 +) weeks of insurable employment.
Individuals with an Unemployment Insurance claim in the previous year
(repeaters) accounted for about 48 percent of claimants overall;
however, 87 percent of claimants with only 10 to 14 weeks of insured
employment were repeaters.

The length of time that Unemployment Insurance benefits were
drawn differed between claimants with short-term and long-term labour
force attachment. Average durations were longest for claimants with 10
to 14 weeks of insurable employment and for thosé with 52 or more

‘weeks of insurablé’ employment and shortest for claimants with 40 to 44

weeks. THe peaks in Figure 2 suggest three patterns of usage which are
mﬂy different from the average: short-attachment workers
collecting for 35 or more weeks; claimants with 40 to 44 weeks of
employment collecting for 5 to 9 weeks; and claimants with long-term
employment exhausting their benefits.

The observation that workers with 10.to.14 weeks of work tend to
receive benefits for close to the maximum p0551ble duration may simply
demonstrate the fact that workers with short labour force attachments
have difficulty finding a job. This, however, would not account for the
difference between this group of workers and those who work 15 to 19
weeks. The distinct pattern of usage gives credence to the concern that
some of these workers may be playing the system or to the view that job
creation programs may be designed in 10-to-14-week segments in order
to quahfy workers for Unemployment Insurance benefits.

Those who work about 40 weeks and who collect up to 10 weeks of
benefits represent another significant pattern. Again, there are two
possible explanations: first, that it takes about 10 weeks or so to find
another job, and second, that some employers lay off workers for short
periods each year to accommodate plant maintenance, inventory and the
like, and recall them within 10 weeks.

Finally, although the third pattern observed, that of full-year workers
who ™ exhaust their benefits, may suggest that they are taking full
advantage of available benefits, it scems more likely that these workers
had a long-term attachment to their previous employer and in many cases
are unemployed as the result of structural changes in the economy.

Consequently, they may have particular difficulties in finding new
employment.
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hat the unemployed want above all else is jobs, not Unemploy-

ment Insurance benefits. Individuals who are unable to find

employment, however, need some form of financial assistance
to support themselves and their families while they continue searching
for work, await a return to work, move to another community, or retrain.
The accelerated rate of change in the economy calls for many initiatives
besides Unemployment Insurance to build greater flexibility in the
labour market.

An Unemployment Insurance program cannot meet all the needs of
the unemployed. Unless reform of the current program is undertaken as
part of a broad, integrated human resource development strategy, it can
be no more than a token effort, almost certain to fall short of its objective.
It would be irresponsible to remove regionally extended benefits, for
example, without providing an income supplement for workers faced
with economic hardship and without providing development funds for
regions and communities suffering from the impact of economic forces
well beyond their control. Practical reform must recognize the need for
workers to retrain as skill demands change and tackle the problems
inherent in upgrading the basic skills and literacy of the large number of
poorly educated Canadians. Employment policy and the Unemployment
Insurance program are closely related to tax and fiscal policy, retirement
policy, and regulations governing working conditions. Examination of
the current program should be undertaken within the broader context of
2 longer-term strategic plan for human resource development_ which
recognizes and builds on these interrelationships.

What are the needs of the unemployed? Quite simply, they need jobs,
money, skills and a broader range of opportunities in the labour market,
Each of these needs is addressed in this report and is an important
component of a comprehensive human resource development strategy.

“Well, I need the job, firstly for self-dignity,
to feel that I am still worth something. And
secondly, I need the money.” (Albert Kamin-
ski, Vancouver hearings)

“It is our view that any reduction in the level
of Unemployment Insurance benefits and any
increase in the restriction on Ul eligibility, in
and of themselves, wili inevitably increase
poverty and increase income disparity
between rich and poor in Canada. That is
point no. 1. Point no. 2 is that major changes
to Unemployment Insurance should be
undertaken only in concert with an overhaul
of the whole income security system.”
(National Anti-Poverty Organization, Ottawa
hearings)

“We don’t believe that Ul should be a con-
venient cover for social or welfare programs.
Not that we do not need social or welfare
programs — Lord knows we do. We think they
should be identified more up front for what
they are, and addressed as such, debated as
such. If we decide that’s what we want, need
and can afford, then fund them as such.”
(Greater Moncton Chamber of Commerce,
Moncton hearings )
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¢ need jobs, not UI!* was a slogan heard often at the public

hearings. Certainly, no blueprint for Unemployment Insurance,

or any other social program, can be satisfactory unless it takes
into account the fact that, generally, Canadians want to work.

First of all, then, the unemployed need jobs. There is a tendency to
think of job creation in terms of discrete, government-funded job
creation programs, but most jobs are not created by this process. What is
most important in raising the level of employment is the general
economic policy that sets the stage for employment growth. Although
technological change has made employment growth relatively more
expensive, failing to keep pace with competing nations in adopting the
latest technology would simply save jobs today at the cost of future jobs,
because developing new processes and products is essential to compete
successfully in world markets.

In terms of creating jobs, this country’s performance has been
excellent. As can be seen in Figure 3, Canada has been more successful
than the United States and Western Europe in increasing total output and
in creating jobs to employ a rapidly growing labour force. With respect to
gains in productivity, however, Canada has been among the least
successful of these countries. For an open economy like Canada’s, falling
behind other nations in terms of productivity means an eventual decline
in its competitive position and in the growth of employment. High
priority must be given to raising the rate of growth of the economy, in
recoguition of the role of economic growth in creating employment
opportunities. Particular attention should be paid to policies that would
ensure a high and sustained volume of investment and sufficient
improvement in productivity to maintain or improve Canada’s competi-
tive position in the world. '

“I suggest that as far as a cure is concerned,
the best cure is economic growth.” (Sam
Jannohamed, Edmonton hearings)

“The major cause of Canada’s unemployment
problem is the depressed state of the
economy. No amount of government training
and job creation programs will help to over-
come job reduction caused by the inability of
industry to sell its goods and services. The
root of the problem is that the majority of
Canadian products are not cost and price
competitive in either domestic or world
markets. The markets are still there, but
other countries are supplying them. The
reason is not quality, it is cost, including that
associated with labour.” (Machinery and
Equipment Manufacturers’ Association,
written brief)




20

““Canadian production of textiles declined by
18.5 percent in 1982. By contrast, textile
production in all developed countries
declined by 5.5 percent and in all developing
countries by only 1.5 percent.” (Canadian
Textiles Institute, written brief)

“There is only one reasonable way to come to
grips with the number of people drawing Ul
and the overall cost of the program. That is to
reaffirm full employment as the first priority
of economic policy.”’ (Canadian Labour
Congress, written brief)

“While profit-sharing cannot be expected to
be a panacea for lowering unemployment,
positive steps to encourage it may neverthe-
less be worth taking. Furthermore, profit-
sharing or similar schemes, in addition to
increasing the responsiveness of nominal
wages to unemployment, may be worth
encouraging as a potentially powerful vehicle
for improving productivity, by giving workers
a greater sense of personal commitment to
their firms.”” (OECD Observer, September
1986)

Economic Stability at Full Employment

Economic activity is subject to many influences and is likely to be
unstable. It has long been recognized as a function of government to
intervene in periods of recession in order to stimulate demand for goods
and services through the use of general policy instruments — fiscal policy
(the balance between taxes and public expenditures) and monetary
policy (the general level of interest rates). The hearings provided clear
evidence of public support for this role of government.

Is full employment a reasonable objective? Can it be translated into
an operational policy? The issues at the heart of the debate include the
impact of fiscal and monetary policies on investment, productivity and
employment; the interdependence of the economies of Canada and other
countries; the relationship between inflation and unemployment; and
the influence of expectations regarding wages and prices.

Many economists now believe that because of prolonged past
inflation, it may be very difficult to reduce unemployment below 7
percent through traditional public policies. Nevertheless, the objective
of full employment is implicit in the discussion of employment growth
and job creation. This objective, however, cannot be defined as reducing
the unemployment rate to a specific percentage, but rather as reducing
the overall problems resulting from the present imbalance between
supply and demand in the Canadian labour market.

Canada must take immediate steps to introduce measures for
bringing about full employment. This includes planning for economic
growth and sound macroeconomic management of the economy. It also
includes trying new approaches, such as the increased participation of
workers in profit sharing. It will entail some wrenching shifts in
priorities, attitudes and assumptions.

a Real GDP per person employed.

Source:  Organisation for Economlc Co-operation and
Development, Historical Statistics 1 960-83 (Paris: OECD,
1985), Tables 1.6,1.7,3.1,3.7.

Figure 3

Changes in Employment, Real Gross Domestic Product and Productivity,
1960-83

(Annual averages)

Change in Change in Change in
employment gross domestic productivity?
product

Canada 2.5% 4.2% 1.6%
United States 1.9% 3.1% 1.2%
Japan 1.1% 7.2% 6.0%
Germany —-0.2% 3.2% 3.4%
France 0.5% 4.1% 3.7%
United Kingdom nil 2.2% 2.3%
Italy nil 3.8% 3.7%
Average 1.0% 3.7% 2.7%
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Economic Development Strategies

The focus of regional economic development should be on enhancing a
region’s ability to produce and compete successfully rather than simply
on subsidizing firms on the basis of local unemployment rates. More
attention should be paid to three areas: encouragement of research and
development and promotion of investment to enhance productive
capacity; development and improvement of municipal and regional
infrastructures; and financial support for community economic
development.

The needs of communities and individuals can more easily be met at
the local level, and there are promising new developments taking place
in communities where Canadians have decided to take their futures into
their own hands. Policy makers need to become more familiar with the
role that such community development initiatives can play in an overall
strategy to promote economic growth. These initiatives include two
different approaches. One is a community or regional council approach
where the local community actively plans and encourages new
enterprises. This frequently involves all levels of government, but the
pivotal role is played by business and labour through their participation
on the council. Their combined efforts are primarily directed toward
supporting new business and industry that can survive and prosper in the
community. Communities such as those in the Beauce, Lynn Lake, Fort
Simpson and Winnipeg’s core area are actively involved in this type of
community economic development,

A second approach involves communi Xdevelopment corporations,

economic development. These corporatlons ‘have spec1f1c objectives and
are run as businesses to meet a community need. Local involvement in
identifying potential ventures and supporting them leads to jobs that
become part of the fabric of the community. These ventures are the result
of local enterprise and economic growth, and depend on the
community’s continuing capacity to generate and maintain business.
Because they answer both social and business needs, they can be a
powertful tool in promoting community regeneration and self-reliance.

Job Creation Programs

Job creation programs have come in all shapes and sizes, and have
attempted to address a large number of specific problems. The programs
have always been considered a temporary response to an unemployment
crisis and funds have been continually reallocated to direct job creation,
in spite of increasingly widespread recognition that these programs have
had little success. Job creation or make-work programs were criticized at
the hearings for a number of reasons. It is virtually impossible to plan and
commit funds for the longer term because of the short-term nature of the
projects. Those approving projects have inadequate knowledge of local
conditions. The difficulties of coordinating projects that span the
mandate of more than one department can frustrate local initiative.
Finally, the disbursement of job creation funds is seen as too political.

“Rather than taking the traditional job crea-
tion approach. . . look more in terms of
developing an economic base. For instance,
job creation monies go into non-traditional
occupations. Here in New Brunswick a
number of small entrepreneurs do not have
the access to financial developmental monies
that larger businesses may have.”
(Fredericton Anti-Poverty Organization,
Fredericton hearings)

‘“‘Based on certain experience of European
communities in recent years, municipalities
could begin to adopt local economic
development programs that attempt to plan
new types of industries in their communities,
and attempt to ensure that investment is put
to productive use, meeting both municipal
and local needs and the long-term growth
needs of the economy.” (Social Planning
Council of Metropolitan Toronto, Toronto
hearings)

“We have, for example, a used-clothing
store, for which after three or four years we
have managed to get federal funding, but
whichwas funded locally for start-up. ‘At
Your Service’ is a restaurant-training pro-
gram; ‘K-Team’ is a group of moms that have
gotten together and are actually providing
full-time employment now for approximately
30 persons a year.” (Regional Municipality of
Ottawa—Carleton, Ottawa hearings)

‘““Fostering the start-up and growth of local
enterprises that are rooted in the community
is the only hope for permanent employment
in those regions of Canada currently endur-
ing highunemployment levels. Furthermore,
such policies seem far more humane and
socially responsible than ‘encouraging’
migration out of the regions.” (Canadian
Federation of Independent Business, written
brief)
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“Ibelieve that short-term job creation is
immoral. It is treating people like things. It is
herding people through a shuttle bus of make
work, Ul, make work, Ul, to avoid the welfare
system. I think the approach lacks honesty,
dignity, realism and basic human caring.”
(Pastoral Institute of Northern Ontario,
Sudbury hearings)

“Don’t add more objectives to the Ul pro-
gram. Its objectives must be limited to:
insurance, labour exchange and job-related
training. We are concerned that the Ul man-
date be restricted to those things and is not
made to include an array of job creation
programs whose secondary and long-term
effects are not properly understood or neces-
sarily aimed for when the programs began.’
(Conseil conjoint Numéro 91 des teamsters
du Québec, Montréal hearings)

For years, the federal government has, with the best of intentions,
tried to reduce unemployment and to help individuals and communities
by creating short-term jobs in make-work programs run from Ottawa. It
has not changed anything in the long run, except to create dependency.
Short-term direct job creation efforts should be dropped in favour of a
long-term employment and community economic development strategy.

The policy of valuing job creation above all other considerations has
not served Canadians well. In future, regional and industrial economic
development funds should be used to encourage entrepreneurs and
promote competitive enterprises. In the long run, that approach will
create more lasting jobs. 4

Finally, the Unemployment Insurance program is not an appropriate
vehicle for the delivery of job creation policies. All the unemployed, and
not just those unemployed workers who qualify for Unemployment
Insurance, should have access to these programs. Furthermore, the
inclusion of job creation within the Unemployment Insurance program —
even though it is funded by general revenues — distorts the perceptions
that the public has of the program. Thus, job creation should be taken out
of the Unemployment Insurance program.
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ncome security programs in Canada can be divided into three

distinct categories or tiers. The first tier consists of income

support programs such as social assistance and the Guaranteed
Income Supplement. The second tier includes income supplementation
programs such as Old Age Security, Family Allowances, the Child Tax
Credit, and programs operated by certain provincial governments. The
third tier consists of social insurance programs such as Unemployment
Insurance, the Canada and Quebec Pension Plans, and Workers’
Compensation. Although Unemployment Insurance is a social insurance
program, the regionally extended benefits portion of Unemployment
Insurance is a form of income supplementation.

Everywhere in Canada today, Unemployment Insurance supple-
ments the incomes of short-term and seasonal workers through
regionally extended benefits. When regionally extended benefits were
introduced, it was assumed that they would be restricted to specific
regions with particularly serious unemployment difficulties. Over time,
however, the level of unemployment has risen in every region of Canada
and, as a result, some level of regionally extended benefits has been paid
in every region since 1981.

The unfairness of this restricted income supplementation program is
clear. Persons who have been unemployed for longer than 25 weeks
suffer the same degree of hardship whether the unemployment rate in
their region is 4 percent or 10 percent. In high unemployment areas,
regionally extended benefits mean that 10 weeks of work can result in 42
weeks of benefits. In other regions with different entrance requirements,
10 weeks of work earn no benefits at all.

When regionally extended benefits are analyzed as a form of income
supplementation, it is clear that they are not well designed to meet that
objective. This is true for a number of reasons. Unemployment Insurance
is not an efficient method of redistributing income. Only 11 percent of
benefits go to families with incomes below $10,000. Almost 20 percent
of benefits go to families with annual incomes of $40,000 or more.
Unemployment Insurance cannot make insufficient earnings adequate,
because it replaces only part of the income lost during unemployment
and provides no benefit if there is no interruption in earnings. Further-
more, the tax dollars which pay for regionally extended benefits are not
directed to all who are in need of a supplement but only to individuals
who have obtained at least 10 weeks of insurable work. Finally, this tax
money is directed to individuals rather than to communities or regions;

“We believe that the administrative connec-
tion of Ul with other programs, particularly
social welfare schemes, should not be
allowed to confuse or alter the primary
objective of the program. Ul is social insur-
ance, not social welfare.” (Labourers’
International Union of North America,
written brief)

“Ul'wasn’t designed to be asupport and
supplementation system. It’s not targetted to
low income; it’s never going to be very useful
as a support program. It’s not targetted; it’s
based on your earnings right now. It also
doesn’t apply to people who are not in the
labour force, and that’s most of the people
living in poverty today.” (Canadian Council
on Social Development, Ottawa hearings)

“Only 16 percent of the Unemployment
Insurance payments go to those below the
poverty line; 84 percent go to the haves.”
(Ontario Provincial Council of Labour,
written brief)
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“The Ul program is designed to provide
workers with earnings-related benefits in the
event of unemployment; it is not designed to
provide all Canadians witha minimum level
of income; nor is Ul designed to redistribute
incomes on a vertical basis. The risk
associated with unemployment is not simply
the risk of deprivation in an absolute sense; it
is the risk of losing the standard of living that
has been established on the basis of pre-
unemployment earnings. This risk remains
unaltered no matter how many earners there
are ina family.” (Canadian Labour Congress,
written bricf)

“If remuneration from employment is not
enough, It is to be supplemented by other
means of social protection. Everyone has a
right to a standard of living adequate for the
health and well-being of himself and his
family.”” (Saskatchewan Association on
Human Rights, Regina hearings)

“What we believe we are doing is talking
about two different things: one being a pro-
gram that was designed to provide insurance
for a period of short-term layoff or short-term
unemployment; the other being a govern-
ment social agenda that has caused that
program to depart significantly from what it
was originally intended to be. If our intention
is to turn Ul into a social program, then let’s
come out and say that this is no longer an
insurance scheme — this is a government
social program; we are going to fund it from
general revenues and we are going to tax you
on that basis.”” (Western Grain Elevator
Association, Regina hearings)

it does not address the need to build up the economic base of the region
and to decrease unemployment. Regionally extended benefits are a
palliative, not a cure, and do nothing to change the basic problems facing
the unemployed in these regions, or the communities in which they live.

If regionally extended benefits were replaced by a separate earnings
supplementation program and appropriate economic development
initiatives, Unemployment Insurance could serve its legitimate social
insurance role. The role of Unemployment Insurance is to stabilize a
person’s income in some measure. Any attempt to make Unemployment
Insurance do more will lead to inconsistencies and inequities.

The removal of regionally extended benefits, along with other
changes recommended in this report, could make available approxi-
mately $3 billion to help fund an income supplementation program and
the other human resource development programs proposed here. What
proportion of these savings should be used for supplementation and what
proportion should be devoted to educational upgrading or community
economic development initiatives is a matter for debate and decision by
politicians. There is no single best answer to these choices.

A Canadian Earnings Supplementation Program

An income supplementation program cannot be discussed in isolation.
The characteristics of any supplement will depend on a multitude of
features in social security benefits and in the tax system that materially
affect its adequacy, its cost and the distribution of benefits.

Four provinces already have supplementation programs and all
provinces are vitally interested in any program that might help unem-
ployed employables who now depend on social assistance. The
introduction of any supplementation plan should presumably follow
federal-provincial discussions and should result in bilateral or multilat-
eral agreements that reflect different provincial concerns. Thus, it might
be appropriate to consider a group of supplementation plans instead of
one uniform plan applicable across this diverse country.

Any earnings supplementation plan should improve the options
open to a person struggling to establish self-sufficiency through
participation in the labour force. It should be designed to ensure that an
individual’s total income goes up significantly when earnings are
increased and should have a low and consistent tax-back rate. Instituting
anew Canadian Earnings Supplementation Program would involve major
reform in one sector of the income security system and would improve
the integrity of the Unemployment Insurance program by allowing it to
return to its appropriate role as social insurance.
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better life. Education enhances the ability to alter one’s course

in a rapidly changing world. While the unemployed need to
improve their chances of getting into the work force, the employed need
to maintain their employment in the face of changing skill demands. The
inability to foresee the future with precision and certainty only
strengthens the importance of being prepared.

Canada’s capacity to adjust to change, particularly the kind of
change that is generated by competition in world markets and by
technological advances, is inextricably linked to the ability to develop an
appropriately educated and trained labour force. The country needs
people with skills and the capacity to adjust effectively to changing
requirements. Failure to respond to this challenge will result in lost
opportunities for all Canadians and will doom the least successful to a
marginal existence on Unemployment Insurance and social assistance. It
is therefore essential that education, training and retraining form the
foundation of an integrated approach to the development of the nation’s
human resources.

Many participants in the hearings saw grave problems in the way that
the educational system prepares Canada’s youth — or rather fails to
prepare them — for the labour market. Youth between the ages of 15 and
24 account for 36 percent of total unemployment and only 21 percent of
employment. An even greater concern, however, is the likelihood that
youth who are unemployed may remain ill equipped to function in the
labour market for many years to come. There is good reason to place
some faith in education as a factor in reducing unemployment. Census
data for 1981 show that, for those without high school diplomas or
equivalent trade certificates, unemployment rates were 72 percent
higher than the rates for other groups with those qualifications or better.

A determined effort to raise the level of schooling at the secondary level
could pay high dividends.

Young people who drop out of school before graduating risk joining
the ranks of those whose employment is likely to be marginal, part time
and sporadic. They are prime candidates for long-term unemployment.
These young people need a comprehensive program that will allow them
to attain education, skills and work experience. This program needs to
be flexible, locally based, and to combine education and work experi-
ence. For young Canadians who lack the necessary educational and
employment skills for steady and satisfying work, the development of a
Youth Opportunities Program would provide an alternative to unstable

I t is generally accepted that better education contributes to a

“In many cases over the past number of years
they have trained people for jobs that don’t
exist.”” (New Brunswick Federation of
Labour, Moncton hearings)

“The dropout rate before graduation from
high school is as high as 50 percent and that
really is a bit of a shocking statistic.”
(Canadian School Trustees’ Association,
Ottawa hearings)

“In Thunder Bay the level of functional
illiteracy has been assessed to be as high as 30
percent. And in the small communities
outside of here it is often quite a bit higher.
So people do not understand the forms.”
(Kinna-Aweya Legal Clinic, Thunder Bay
hearings)

““The average age of the recipients of social
assistance is dropping like a stone. A full 35
percent of our recipients are now under the
age of 24.” (Regional Municipality of
Ottawa—Carleton, Ottawa hearings)
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“Reports from field staff also show that an
increasing number of young people are in the
‘high risk’ category — undereducated (severe
difficulties in literacy and numeracy), delin-
quent, etc.” (OPCAN, written brief)

“When Wayne Tebb visited alumber camp in
northern Ontario five years ago, he noticed a
large number of workers were wearing band-
ages. Ironically, confided an embarrassed
foreman, the injuries coincided with the
company’s new safety campaign. He went on
to explain that management had been puz-
zled —until it realized that the workers had
been imitating the illustrations on the safety
posters: they had been unable to read the
messages printed underneath telling them
notto do the things shown.” (Morton Ritts,
““What if Johnny Still Can’t Read?” Canadian
Business, May 1986, p. 55)

“In the Territories we are training peopie —
supposedly on the assumption that they are
going to gain employment. And we find that
we are training truck drivers and there are no
jobs. Either there are no trucks or there is no
use for the trucks. So maybe the problem is
that there has got to be a relationship
between training and what we are training
people for.” (Yellowknife Chamber of Com-
merce, Yellowknife hearings)

and low-paid work, unemployment and social assistance — an alternative
to frustration and dependence. It would be targetted at those lacking the -
necessary academic qualifications and interest, and would give them an
innovative second chance to develop their capacities.

In addition to helping more youth complete high school, something
must be done to help the millions of adult Canadians who are function-
ally illiterate. The inability of almost a third of the adult population to
deal with language, numbers and concepts at the necessary level has
considerable human and economic costs. A concerted campaign to
eradicate illiteracy and innumeracy should be undertaken.

At the public hearings, employers stated that they needed workers
with general skills, able to adapt and learn new technical skills as job
requirements change. This suggests a shift away from the current
emphasis on specific skills training to a concentration on ensuring that
all workers have the ability to learn new skills and to handle problems
and thus to adapt to changing demands in the labour market. Training
programs and funding arrangements should be modified to assign high
priority to providing courses in functional literacy, basic training for skill
development, and educational upgrading; to recognize programs that
enable functionally illiterate workers to gain basic literacy skills as a
legitimate component of on-the-job training; and to replace the current
funding system with an arrangement that will increase the relevance and
responsiveness of training institutions to the labour market.

" Section 39 of the Unemployment Insurance Act provides benefits to
recipients who undertake full-time trajning in courses approved by the
Canada Employment and Immigration Commission. Many participants at
the hearings criticized the limited scope of Section 39 and the conse-
quently rigid criteria for skill-training courses available to claimants.
Merely loosening the strictures of Section 39 is not a satisfactory answer
to the problem. Employment training is a valuable activity for all
unemployed Canadians, and it should not be funded directly from -
employer and employee premiums nor limited to those who qualify for
Unemployment Insurance benefits.

The choice of a future, for individuals and for Canada, can be greatly
enhanced through investment in education. For the individual,
developing literacy and employment skills will improve opportunities in
the labour market. Upgrading the basic skills of the labour force will
improve Canada’s ability to compete internationally. The suggested mix
of remedijal and preventive recommendations will require additional
resources. Efforts to achieve a minimum standard of education, to
eliminate adult illiteracy, and to establish a Youth Opportunities
Program would be appropriate uses for some of the savings generated by
the proposed design of the Unemployment Insurance program. Money
spent on education is a wise investment.
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he future will place more and more demands on Canadian

workers to adapt to a changing environment. Public policies

and institutional practices will have to become more flexible
because of the growing participation of women in the labour force, the
effects of declining birth rates, the rising number of single-parent and
multiple-earner families, and the aging of the population. Unemploy-
ment Insurance must also be adapted to meet new needs arising from
these trends.

Flexibility in the workplace means that other patterns of working are
possible in addition to the conventional pattern of one person one job, 9
to 5, five days a week, 52 weeks a year except for vacation. It could
include work sharing, working part time, working less than 40 hours a
week, working less than five days a week, retiring before age 65 or
working after age 65. Indeed, since the entire structure of the economy is
in transition, more flexible arrangements on the job may ease adaptation
to a more stable and thriving economy. In other words, more flexible
work arrangements may, in and of themselves, lead to a drop in
unemployment and therefore to a more efficient use of Unemployment
Insurance.

Adjustment to changing labour market conditions is more likely to
affect workers with a substantial attachment to a given firm, workers in
rural or less developed areas of the country, workers with inadequate
education or out-of-date skills, workers in declining occupations, and
older workers. Labour displacement in declining industries and in
depressed regions, for example, often involves large numbers of people.
It is sometimes in everyone’s long-term interest that jobs, plants or
workers be relocated, no matter how painful the adjustment may be in
the short term for those involved. In spite of its importance, mobility is
not a panacea for solving labour market problems. In an economy
increasingly characterized by structural unemployment, another key
policy element must be the degree of flexibility in labour adjustment.

Special mention must be made of part-time employment because of
its growing importance over the last decade. In 1985, over 1.7 million
persons — 15.5 percent of those employed — held part-time jobs in
Canada; and this trend toward more part-time jobs is expected to
continue. Most part-time workers contribute a substantial share of total
household income. Earnings from part-time work are needed for
essentials, particularly in families with dependent children. Loss of a
part-time job can mean real and severe hardship.

In many cases, part-time workers do not receive Unemployment
Insurance benefits when they lose a job or are temporarily without

“There is a pool of workers in this country
who would voluntarily select the option of
working part time, if conditions and benefits
in all respects were equal to those of full-
time workers. In particular, this is true of
some employees in high-unemployment
areas, or where there is limited availability of
adequate child-care facilities, or for those
pre-retirees who may gradually want to ease
their way out of the job market.” (Econo-
mists, Sociologists and Statisticians Associa-
tion, written brief)

“We view work sharing somewhat differ-
ently. We wish, above all, that there were no
need for such programs, but our experience
has been that many of our members benefit-
ted from these initiatives. For the time being
at least, while unemployment levels are so
high, we recommend preserving the pro-
gram.” (Amalgamated Clothing and Textile
Workers Union, Toronto hearings)

“I think what you have to look at is the
amount of overtime last year, because there
are people not working in this town and there
are people that are getting overtime. Where
do you balance it out?”’ (Burlington Chamber
of Commerce, Hamilton hearings)

“There are some real shortcomings in the Ul
Actin the way it provides benefits to part-
time workers. The majority of people who
work part time are young people who are
trying to break into the labour market and
women who are trying to re-enter the market.
And in the North there maywell be a higher
percentage of native people in part-time
work as well.”” (Northwest Territories Feder-
ation of Labour, Yellowknife hearings)
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““We urge the elimination, or at the very least
the reduction, of the minimum levels of
weekly employment required for part-time
employees to qualify for participation in the
Ul program.” ( College-Institute Educators’
Association of British Columbia, Vancouver
hearings)

earnings. Unemployment Insurance regulations require that a person
must have worked at least 15 hours a week for the same employer to be
eligible for coverage. As a result, in 1985, 6.6 percent of all workers (40
percent of part-time workers) were ineligible for Unemployment
Insurance benefits because they worked fewer than 15 hours a week. The
average part-time employee works only about 14 hours a week.

This requirement means hardship for the many families that depend
on part-time earnings for basic necessities. It is also unfair. A person who
regularly works 14 hours a week over 50 weeks will have worked 700
hours by the end of the year. So will a person who works 35 hours a week
for 20 weeks. Why is one eligible for Unemployment Insurance and not
the other? These issues are particularly important to women, who
comprise 72 percent of all part-time workers. To accommodate the
growing importance of part-time work, the minimum eligibility
requirement should be reduced to 8 hours and the feasibility of providing
coverage to all part-time workers should be examined.

Greater flexibility expands the range of genuine personal choice and
provides greater freedom for workers. What is needed in the labour
market is a flexible approach which facilitates individual choices.
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Part of the Solution or Part of the Problem?

anada is seen as a wealthy country with a socijal conscience, and
while Canadians believe that no one should be left to starve,
there is debate about how much financial security is enough,
about whether Unemployment Insurance is the proper way to provide it,
and about who should be eligible for what kinds of income protection.
Whether or not to have Unemployment Insurance is not in question. The
question is how the program should be designed and what needs it
should meet. Most Canadians strongly support Unemployment Insurance
as a short-term income security program for those involuntarily out of
work, but there is considerable debate across the country about the
meaning of short-term, income security, involuntarily and out of work.
Throughout the consultations there was universal condemnation of
the complexity of the Act and regulations, as well as strong and opposing
views on the nature and purpose of the program itself. Some saw the
program as attempting to meet too many social objectives and called for
a return to insurance principles. Others wanted these social aspects of
the program to be expanded. The issues raised in the consultation
process focussed the field of debate on the following themes.

The Program Is Unfair

Workers with similar work histories but living in different regions are
treated differently. Some part-time workers are not covered because they
work for more than one employer. A high-wage worker can work for a
short time and receive more in benefits than a low-wage earner who
worked for much longer, even though they earned the same and paid the
same premiums in total. While some suggested special provisions for
special groups, briefs and presentations emphasized again and again that
those in similar situations should receive similar benefits. One single
issue generated far more response from the general public than any other
— the January 1986 changes to Unemployment Insurance regulations by
which pensions are treated as earnings while on claim, reducing benefits
for many claimants.

The Program Has the Wrong Incentives

The present system discourages individuals from accepting a new job at
lower pay. For workers, there are diminishing returns for working more
than the minimum number of weeks needed to qualify for benefits and
disincentives for accepting temporary work while on claim. For
businesses, the system makes it easier to lay off workers than to share the
work. We were told about industries which use Unemployment
Insurance as part of their regular business plan — the “regular layoff

“Provide the option for a four-day work
week.”” (National Council of YMCAs of
Canada, written brief)

“‘Anyone who is covered by the plan pays
premiums into the plan and should be treated
with equity rather than being used as an
exception.” (Alberta Teachers’ Association,
written brief)

“The system invites numerous abuses which
are, in fact, perfectly rational responses to a
perverse system which encourages a depen-
dency syndrome and gives credence to the
notion that there is a right to public assist-
ance.”’ (Chambre de commerce du Québec,
written brief)
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“In many of these communities, Unemploy-
ment Insurance and social welfare are inter-
changeable and you go from one to the other.
That is just the way it works. Theyarea
package. In fact, you know very well that
provincial governments organize programs
to get people off social welfare — 10-week
work programs and that —so they can get
them onto the federal payroll as opposed to
the provincial payroll.”’ (Canadian Pulp and
Paper Association, Ottawa hearings)

“Regional benefits are the source of the
greater part of the incentive problems in the
current Unemployment Insurance system. To
reduce the extent of these problems, it is
necessary to restore a closer link between
time worked and the length of eligibility for
benefits.”’ (Fisheries Council of Canada,
written brief)

*“The concept that the person who pays the
freight should have some influence in how
the goods are delivered applies here, and our
membership would feel that way.
(Saskatchewan Chamber of Commerce,
Regina hearings)

‘‘Humanize the administration of Unemploy-
ment Insurance: humiliating interviews,
lengthy delays in processing, incomprehen-
sible benefit structures, meaningless job
search requirements, inadequate appeal
procedures and lack of funding for unem-
ployment centres do absolutely nothing to
improve the situation, but only increase
alienation from government and government
agencies.” (Canadian Union of Public
Employees, written brief)

syndrome.” We were told about the “10-week syndrome” — govern-
ments, employers and employees in some areas cooperating to ensure
that as many in the community as possible get 10 weeks of work in order
to qualify for 42 weeks of benefits.

It’s not an Insurance Program Anymore

Regionally extended benefits were seen to be a system of income
supplementation or redistribution, not social insurance. The reference
to “‘social insurance principles” reflected real and important concerns
across a wide spectrum of views. For employers, it meant a responsible
and solvent Unemployment Insurance program. For employees, it meant
a program based on earned entitlements and, hence, protection against
the stigma of welfare — in other words, it meant self-respect. Debate
about which risks should be insurable focussed on the issue of providing
benefits to seasonal workers, to those who leave their jobs voluntarily,
and to the self-employed. Some participants also questioned the
provision of benefits for maternity and sick leave, for training programs
or for job creation purposes.

The Government Runs the Show

Employer groups and labour unions both expressed a strong desire for
the program to be returned to the control of employers and workers.
Greater freedom from government control was seen as necessary in order
to re-establish the integrity of Unemployment Insurance as a social
insurance program and make it more responsive to the needs of its
clients.

The Program Is Administered Inefficiently and Delivered Insensitively
The need to accept Unemployment Insurance benefits is an unhappy
experience for most individuals. Their unhappiness mounts when their
needs and feelings are ignored, when they find the system confusing,
when decisions about their eligibility for assistance seem arbitrary, when
cheques are delayed, when errors are made, and when appeals can take
months or years and decisions are handed down with little explanation.

The difficulties of those working in the system were apparent, as
were those of employers. Both complained about the complex and
confusing nature of the legislation, regulations and policy directives. The
Record of Employment was identified as a significant source of errors
and delays, a form which takes up an inordinate amount of employers’
time, and that of Canada Employment Centre staff. Its complicated
definitions and confusing procedures have become a symbol of the
inadequacies of the program for many employers.
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ny reform must start from a given situation. Unemployment

Insurance at present incorporates a relatively low entrance

requirement. In most of Canada, claimants must have worked
10 of the previous 52 weeks. It also incorporates — also fairly generally
across the country — a maximum benefit duration of one year. These are
two features of the program to which Canadians are accustomed and
which are very important to many of them. Not every Unemployment
Insurance system in the world has these two features. Their adoption in
Canada was to some extent an arbitrary decision, but they have become
such familiar characteristics of the program that they constitute the
starting point for any proposal for reform.

The reasons for a one-year maximum duration of benefits are
probably more valid now than when it was first adopted. The continuing
and profound structural changes in the economy and in the labour force
have created a greater need for longer-term income maintenance. There
is no reason to believe that this need is artificial or the benefits abused.
The difficulty that some individuals experience in returning to
employment is genuine and one year of benefits is needed. The
knowledge that protection is there is what gives meaning to the term
“social security.” Furthermore, one year of benefits is not inconsistent
with the practices of other industrialized countries. In some countries
where Unemployment Insurance benefits are limited to six months, they
are normally followed by an unemployment assistance program, similar
to an income supplementation program.

The second characteristic of the current program is the low entrance
requirement of 10 weeks for most regions. Some systems — notably in the
United States but also in Europe — incorporate a six-month entrance
requirement, very much like the 20-week entrance requirement
I proposed by the Macdonald Royal Commission. In effect, that require-
ment disqualifies almost all short-term and seasonal workers. These are
examples of an approach to coverage that relies upon setting up different
categories of workers and subjecting them to different rules. The current
program, however, also places workers in categories, as illustrated by the
complicated structure of variable entrance requirements and the
multiple benefit phases. These categories create unfairness and
complications that make the program obscure and difficult. For these

'/reasons, the proposed reform rejects the practice of placing workers into
/ 'smany categories, each with different rules, and supports an open
{' [ program with a low but uniform entrance requirement.

“Seasonal workers may put in long hours over
a short period of the year, earn a good
income, then draw benefits during their idle
period. This practice goes directly against
the original intention of the Act, which was
to provide assistance to bind over those in
between jobs.” (Stewart Sutter, written
brief)

“We feel that this is an essential first step in
philosophy, that Unemployment Insurance
again be established for what it should be, an
insurance benefit which isa person’s right to
claim, based on past contributions, with
appropriate eligibility requirements and
limitations related solely to involuntary loss
of employment. We believe it essential to
establish firmly again in people’s minds that
this is not a program for redistribution of
income, an easy substitute for available
gainful employment or a vehicle to avoid
contributing meaningfully to society.”
(Mechanical Contractors Association of
Canada, written brief)
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‘“The main goal for a construction worker
today in this region is to obtain 10 weeks of
full employment so that he can qualify for
benefits for the rest of the time while he is
waiting to get his next job.”” (Cape Breton
Island Building and Construction Trades
Council, Glace Bay hearings)

“Insurance benefits should be payable only
to employees with an extended connection
to the paid work force, with the length of
benefit entitlement directly tied to the num-
ber of weeks worked during the past year.”
(Canadian Organization of Small Business,
Toronto hearings)

“Don’t you think that 400 hours of work ina
year, whether it is done continuously with-
out sleeping and within three weeks, or
whether it is done over 50 weeks, is 400
hours of work? And it should be insurable and
allow someone to derive the same benefits?’’
(Provincial Advisory Council on the Status of
Women, St. John’s hearings)

What is important to realize is that the need for a program with both
long benefit duration and low entrance requirements creates a difficult
problem. Once the worker categories and complex rules are eliminated,
a new approach called “Annualization’ appears distinctly as the best
answer — and is indeed the only way to reconcile these two characteris-
tics within the context of a viable and affordable program. The virtue of
the Annualjzation approach is that, in its reliance on a uniform rule, it
effectively relates total benefit entitlements to the length of each

1/W0rker’s attachment to the labour force. A low entrance requirement is
retained and so is a long maximum benefit duration but, by linking past
earnings (and hence past contributions) to total benefits payable, it can
dispense with categorization and complicated rules.

Annualization

The development of the proposed new approach was guided by the desire
to preserve the essential objective of Unemployment Insurance as a social
insurance program that provides temporary replacement of earnings to
those who lose their jobs or have their employment interrupted.

Moving to Annualization in the calculation of benefits means basing
the benefit level on all insurable earnings over the previous 52 weeks and
paying benefits for up to 50 weeks. An additional component of the new
program is the Cumulative Employment Account, which will permit
workers with long-term employment and Unemployment Insurance
contributions to build up additional credits to be used only under
specific conditions.

The proposal is as follows:

® There would be a uniform n entry requirement ¢ of 350 hours of work
(roughly equivalent to 10 weeks) which would apply to all
workers, including those applying for sickness and maternity
benefits, as well as new entrants to the labour force, re-entrants
and repeaters.

© Benefits would be based upon average weekly earnings in the
_breceding 52 weeks and not, as now, on earnings in the preceding
10 to 20 weeks.

o Benefits would be paid in 50 weekly instalments after a two-week
waiting period. This would eliminate the current practice of
varying the duration of benefits according to weeks worked and
regional rates of unemployment.

° During the transition period, consideration would be given to
increasing the level of benefits from the current 60 percent to
66%; percent of insurable earnings.

The new program would be phased in over a period of four or five
years. The transition has been designed in stages so that it can be
accomplished gradually as circumstances warrant. One possible method
is to move toward Annualization ““‘a quarter at a time.” The earnings base
for benefit calculation would be 13 weeks during the first stage, 26
weeks in the second, 39 weeks in the third, and 52 weeks in the fourth. In
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each stage, benefits would be calculated on the basis of average weekly
earnings over the period specified, but would be paid over 50 weeks. It is
envisaged that full implementation could be effected within five years.

In general, the change from the current system without regionally
extended benefits to Annualization would increase benefits for those
longer-term workers who are unemployed for a year or more and would
reduce benefits for short-term and seasonal workers. These impacts are
described in more detail in pages .

The Cumulative Employment Account

Adoption of Annualization would shift the focus of Unemployment
Insurance toward full-year workers. It is recognized, however, that even
ayear of benefits may well be insufficient for the kinds of adjustment that
some workers may find increasingly necessary. Older workers who are
too young to begin drawing a pension but who are unable to find work
because many employers consider them too old to be employable are a
particular concern. It is proposed that a Cumulative Employment
Account be established to provide assistance to them.

The proposed Cumulative Employment Account would increase
benefits for long-service workers. It would allow a long-term contributor
to build up credit in much the same way that automobile insurance
policies give good drivers a no-claims bonus. Specifically, the Cumula-
tive Employment Account would accumulate at the rate of two weeks for
_every full year employed. The account would build up slowly and would
not be available until after approximately 30 years of employment. A full
year would be defined as 2,080 hours, and those who worked for fewer
hours in a year would accumulate credits on a prorated basis.

The uses to which benefits could be put would include the
following:

¢ The Cumulative Employment Account could assist workers who

suffer a number of layoffs in quick succession after many years of
steady employment with the same company. Workers in this
situation could choose to use the Cumulative Employment
Account to top up their benefits to 6634 percent of their average
weekly earnings over the previous five years.

e Workers could use their Cumulative Employment Account within

13 weeks of a_layoff to top up benefits to 80 percent of their

t VWAL M

_previous insurable earnings or to extend benefits to allow them to

“undertake training, retraining or educational upgrading; ot to
"move to an approved location for e employment or upgrading.

By its nature, the Cumulative Employment Account would pay
benefits only after many years. In order to ensure that benefits become
available immediately, it is proposed to start with a phasing-in period in
which benefits would be based on the records of the Canada and Quebec
Pension Plans, which go back to 1966.

“Older persons who are victims of plant
closures: we could list a number of clients
who fall into this category. These people are
the most deprived, the most disadvantaged of
all. Something must be done for them. It is
largely a question of adapting current pro-
grams which no longer have the scope and no
longer answer the need.” (Centrale de
I’enseignement du Québec, Montréal hear-
ings)
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The Impact of Changes

The Commissioners agreed, and repeatedly confirmed at the hearings,
that this Commission of Inquiry should avoid becoming a pressure group
lobbying for either lower or higher public expenditure in this area. It
concentrated instead on ways to ensure that the money now devoted to
Unemployment Insurance and related programs be more efficiently spent
and fairly distributed.

The recommendations of this report, taken together, represent a
fundamental shift in government responses to the problems of unemploy-
ment. These recommendations embody the view that Canada must invest
in human resources and free funds to do so. With regard to Unemploy-
ment Insurance itself, the new approach restores equity, integrity,
clarity, and administrative simplicity to the program. It also improves
work incentives and provides broader coverage. While the new approach
pays lower benefits to some classes of claimants, this can be termed a loss
only if one assumes that Unemployment Insurance is the only way to help
the unemployed.

The various human resource policies already described — and in
particular the proposed initiatives in the area of regional and community
economic development, education and training, and income supplemen-
tation — could easily cost more in combination than the savings resulting
from a reform of Unemployment Insurance. The benefits to individuals
and provincial economies are no less real —and a good deal more durable
— than Unemployment Insurance benefits. This report makes no
assumption about the particular combination of all these programs that
governments might decide to implement. It merely points out the need
for these programs and the financial resources which could be made
available by changes in the current Unemployment Insurance program.

Among the reasons why precise recommendations are not made is
that appropriate solutions to the problems of unemployment are more
likely to emerge at the provincial or local level than at the national level.
This means that there must be greater flexibility in the way that funds are
allocated among different initiatives. In one region, earnings supplemen-
tation may be the most appropriate priority, whereas in another
community economic development may be the most pressing need. And
the appropriateness of various elements is likely to change over time. The
details of the programs must be worked out through bilateral federal-
provincial negotiations on a comprehensive human resource develop-
ment strategy.

T
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Figure 4
Estimated Effect of Annualization by Weeks of Insurable Employment
Weeks of Number of Current Program Annualization Change
insurable beneficiaries -
employment in current Benefits Benefits
program paid paid
(8 millions) (8 millions)
Under 20 419,000 2,000 580 -71%
20-29 573,000 2,500 1,250 —50%
30-39 333,000 1,210 870 —28%
4049 324,000 1,180 1,120 —5%
a Totals may not add due to roundIng.
50 & over 434,000 2,070 2,260 +9% Note: Regular benefits only. Based on 1984 data on
beneficiaries and 1985 data on finances provided by the
Total?® 2,084,000 8,970 6,090 —32% Canada Employment and ImmlIgration Commission. See
Appendix G of the full report for additional Information.
Figure 5
Estimated Effect of Annualization by Duration of Unemployment
Duration of Number of Current Program Annualization Change |
unemployment beneficiaries |
(weeks) in current Benefits Benefits
program paid paid !
(8 millions) (8 millions)
1-10 367,000 260 200 —-23% |
11-20 359,000 830 590 —-29%
21-30 362,000 1,440 920 —36% _
31—40 350,000 2,030 1,160 —43% a Totals may not add due to rounding. !
o b includes claimants with benefit duration of zero weeks.
41 & over 524,000 4,410 3,210 —27% Notes: Regular benefits only. Based on 1984 data on

beneficiarles and 1985 data on finances provided by the
Total? 2,084,000 8,970 6,090 —32% Canada Employment and Immigration Commission. See
Appendix G ofthe full report for additional Information.

Figure 6
Estimated Effect of Annualization by Province

Number of Current program Annualization Change

beneficiaries

in current Benefits Benefits

program paid paid

(8 millions) (8 millions)
Newfoundland 91,000 460 220 —52%
Prince Edward Island 17,000 90 40 —56%
Nova Scotia 83,000 380 240 —37%
New Brunswick 91,000 470 240 —49%
Quebec 628,000 2,890 1,890 —35%
Ontario 616,000 2,160 1,620 —25%
Manitoba 68,000 270 200 —26%
Saskatchewan 55,000 220 160 ~27% !
Alberta 177,000 740 570 —23% a Total includes territories. Totals may not add due to
rounding.
British Columbia 252,000 1,260 890 —29% Notes:  For regular benefits only. Based on 1984 data on
beneficiaries and 1985 data on finances provided by the

Total® 2 ,084 ,000 8,970 6,090 —32% Canada Employment and Immigration Commission. See

Appendix G of the full report for additional information.




40

Figure 7

Estimated Expenditures under Current System and after Full
Implementation of Proposed Program

(Millions of 1985 dollars)

Current Program

After Full Implementation

Unemployment General Unemployment
Insurance Revenue Insurance
Account Account
Program expenditures
Regular benefits 6,170 - 6,090
Regionally extended benefits - 2,800 -
Sickness benefits 221 - 221
Maternity benefits 437 - 437
Work sharing (Section 37) 13 12 252
Retirement benefit 22 - -
Pension provisions - - 100°
Fishing benefits - 180 -
Job creation (Section 38) 71 62 -
Training (Section 39) 126 109 -
Cumulative Employment Account - - 700¢
Increased coverage of part-time workers - - 100¢
Non-program expenditures
Administration ' 1,000 - 1,000¢
Interest 500 - 500
Total 8,560 + 3,163 =11,723 9,173

a Existing work sharing would be funded entirely from
premiums,

b This was the amount saved by the changes instituted in
January 1986. It is therefore an overestimate of the cost of
the proposed change.

¢ The costing of this kind of initiatlve Is necessarily
imprecise. The current estimate of $700 million is based on
the assumption that 70 percent of exhaustees over age 55
would receive one year of additional benefits at $15,000 a
year.

d This cstimate is derived by assuming that part-time
workers with between 8 and 14 hours have the same
unemployment rate (an underestimate) and the same
insurable earnings (an overestimate) as alt workers so that
the cost of this initiative is 1.2 percent of program costs.

¢ Noaccount is taken of reductions anticipated due to
recommended changes in administration.

Source: CEIC Statistical Bulletin. Estimates prepared by
the staff of the Commission of Inquiry on Unemployment
Insurance.
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As Figure 4 illustrates, Annualization greatly reduces benefits for
those with only a few weeks of work and increases it for those employed
for the full year.

The switch to Annualization progressively reduces benefits the
longer unemployment lasts, up to 40 weeks. Beyond that, benefits are
reduced by a smaller percentage, as shown in Figure 5. Thus, Annualiza-
tion is least severe on those unemployed for short periods and those
unemployed for very long periods.

Figure 6 shows how Annualization would affect provincial incomes.
Quebec and the Atlantic provinces would suffer above-average losses,
while losses would be below average in the rest of the provinces. In each
case, the amount “saved’ would be available in each province to fund
other 1n1t1at1ves_ as determmed by the federal 'md prov1nc1al ‘govein-

The overall financial consequences of the changes are summarized
in Figure 7. Expenditures on Unemployment Insurance were close to 812
billion in 1985. The elimination of regionally extended benefits, the

switch _to Annualization and “the 1ntroduct10n of the Cumulatwe

.Employment Account would mean that just over $2.5 billion would be

available to fund the range of mmatwes whlch“constltute the proposed
human reso réé“aug\;glopment strategy. This would be augmented by
some $570 million from existing Shoft-térm job creation programs. Thus,
the overall total of funds available would be about $3.1 billion.

" As a result, provincial économies would continue to receive the
same amount of funds as under the current program, but much of it

would be transfers for earnings supplementation and community

economic devq_lopment and training, rather than transfe15 to 1nd1v_1duals

in the form of regibnally extended benefits. Tf is éstimated that provincial
government expendltllresmcmi‘as51stance could rise on average by 5
percent over a period of at least five years. But the introduction of an
income supplementation program would more than compensate for the
increase.

In this regard, the report does draw a very strong conclusion. It is
that Unemployment Insurance should no longer act as a form of income..
supplementation because the needs of the unemployed, and “indeed of
the whole economy, are much more fundamental than that. The
unemployed need jobs, income assistance, skills and a broader range of
options. Providing these is a better investment than current expenditures
which are a form of income support.
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he reader is directed to the Compendium for recommendations

on the treatment of vacation pay, severance pay and other lump-

sum payments, as well as recommendations on the treatment of
earnings on claim, eligibility of claimants involved in labour disputes,
penalities for voluntary quits, and requirements that claimants remain
available for work and actively search for new employment.

Pensions
Because the treatment of pensions was the subject of so much concern in
presentations to the Commission, this issue will be discussed in greater
detail. The development of recommendations regarding the treatment of
pension income under Unemployment Insurance was influenced by the
fact that the whole question of retirement and retirement policy is
changing rapidly. The Canadian Charter of Rights and Freedoms
prohibits discrimination on the basis of age; age 65, for example, may no
longer be a basis for mandatory retirement. Actuarial adjustments in
benefits for those who wish to retire early or late are already taking place
in both the public and private sectors. As a result, receipt of a pension is
less likely to be synonymous with retirement from the labour force. In
this regard, military and police pension plans may be harbingers of things
to come.
In examining the treatment of pension income the following
considerations should be noted:
¢ Unemployment Insurance is not a retirement program. Its major
function is to protect workers from interruptions in earnings.
Therefore, benefits should go exclusively to members of the labour
force. Persons who have gone into retirement are no longer in the
labour force and should not be covered. o
®* Receipt of pension income does not necessarily mean that an

individual has left the labour force. Consequently, pension

income. should. not automatically..disqualify .a _worker._from

_Unemployment Insurance benefits,

* Changes to the Quebec Pension Plan and similar changes to the
Canada Pension Plan and private pension plans may make it
increasingly common for workers to have pension income while
they remain in the labour force.

® This increased flexibility means that individuals who choose to
retire before age 65 will be able to take an actuarially reduced
pension. If, however, they could draw Unemployment Insurance
benefits for one year instead of going on pension immediately,
they could receive a slightly higher pension for the rest of their

““To create more jobs we must look at reduc-
ing the retirement age to, say, 55, and trans-
fer some of the cost of the Ul program to the
Canada Pension Plan and other pension
programs so that there are no penalties to the
individual for this early retirement.” ( Corner
Brook Chamber of Commerce, written brief)
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“We find this totally discriminatory. A pen-
sioner is one who either collectively or per-
sonally contributed his own funds for his
advantage in his later years. It’s like money in
the bank. To have this used against him is not
only insulting, but it is also plainly and sim-
ply unfair. The last thing we need at this time
with high unemployment is the postpone-
ment of thousands of potential retirees.”
(Sudbury Mine, Mill and Smelter Workers
Union, Local 598, Sudbury hearings).

lives. Therefore, it would pay them to use Unemployment
Insurance benefits as the first year’s retirement income. This
could cost the Unemployment Insurance program as much as $1
billion a year.

© Unlike other benefits such as vacation pay and severance pay,

which are also paid on termination of employment, pensions
continue to be paid and may be considered as deferred earnings.

In the current program, both premiums and benefits cease with the
payment of the three-week retirement benefit at age 65. Since January 5,
1986, pension income has been treated as earnings. Consequently, many
individuals — notably military and police officers who are required to
retire from their first career with a pension at a relatively early age —have
had to continue paying premiums during their second career even
though Unemployment Insurance benefits may be small or non-existent
during a subsequent period of unemployment because of the treatment
of their pension income. Since age may soon not be a criterion for
retirement and pension plans are becoming more flexible, it is likely that
more people will be in this position in the future. This conflict, therefore,
has to be resolved by developing a way for the Unemployment Insurance
program to deal equitably with pension income.

The proposed solution treats pension income in two different ways.
The first treatment of pension income applies if the pensioner is
unemployed when he or she takes the pension. If a person who served in
the military became unemployed immediately upon leaving the Armed
Forces, Unemployment Insurance would treat the pension as earned
income just as in the current approach. The second treatment applies if
the pensioner becomes unemployed from a subsequent job. Premiums in
gbgg job would be based on insurable earnings less pension income, and

Unemployment Insurance benefits would also be based on this

'difference. Consequently, in subsequent unemployment periods,

insurable earnings would be the difference between pension income and
the lesser of the new earnings or maximum insurable earnings. It is
proposed that these changes become effective in 1989,

Currently, Old Age Security pensions are unconditionally payable at
age 65, irrespective of labour force status. The question of the age limits
under both Unemployment Insurance and Old Age Security must be
considered simultaneously, since they are both elements of the social
security system and should be coordinated. Accordingly, the age limit of
65 should be removed as a barrier to Unemployment Insurance
eligibility, concurrently with changes in the age limit established in the
Old Age Security program.

b

e,
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The Self-Employed: A Special Case

More and more Canadians are creating their own jobs; 10 percent of the
labour force now work for themselves. Since 1976, the number of self-
employed persons has risen by 27 percent compared to a 19 percent
increase in overall employment. The self-employed now number
approximately 1.2 million. They too are vulnerable to the loss of their
livelihood. They find it difficult to understand why they should be denied
Unemployment Insurance and made impassioned arguments for a new,
broader program that would extend coverage to them.

Yet the degree of moral hazard presented by the self-employed is
incompatible with Unemployment Insurance. Moral hazard is the risk
that an individual can create the conditions which permit collection of
benefits. All insurance schemes face this risk. Because an Unemployment
Insurance program must minimize moral hazard, the needs of the self-
employed must continue to be met by means other ‘than Unemployment
Insurance. The proposed earnings supplementation program discussed
earlier may be more appropriate to the needs of some of the groups of the
self-employed who presented briefs to this Commission.

*“The self-employed cannot be covered if
insurance principles apply, as such an
individual has almost complete control over
his unemployment.”’ ( Canadian Institute of
Actuaries, Toronto hearings)

The Views of a Trucker know that 30 percent of my gross pay must go
towards my livelihood as wages. [ urge you to
press towards making certain changes in the
Ul Act to ensure that at least 30 percent of the
trucker’s gross be used as a base figure for
wages and U, cPp, and Income Tax deduc-
tions. This will ensure that all concerned will
have a fair and equal share. It will also pro-
vide for the trucker and his family in times of
need.

‘A person involved in the trucking
industry has to equip himself with a piece of
machinery that can cost up towards
$100,000 to try and provide for his family.

Exerpt from a letter to the Commission of
Inquiry from Lee Silliker, president, North-
umberland County Truckers’ Association

“The trucker should have the same equal
rights as any other persons in the working
industry today. He has an employer-
employee relationship. He must be hired on
any job to work and he must follow the orders
given to him by his superior and is subject to
dismissal at any time.

“As an independent trucker in the prov-
ince of New Brunswick, I most certainly

This person has to endure great hardships at
certain times, he has to find work, pay excess
taxes and abide by all the different laws of the
land. His most important function is to find
himself a job to work for someone else. At
certain times during the year the trucker
finds himself without anyincome.

“If the individual had become a fisher-
man, farmer or woodsworker, he would have
been able to collect Ul benefits. However,
because he is a trucker he is unable to pursue
this process.”
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“In discussing the impact of Unemployment
Insurance, it is useful to make a few basic
points about the long-run implications of UI
for the fishing industry. The first is that the
availability of Ul for fishermen keeps a sig-
nificant number of fishermen in the industry
who would otherwise leave the industry in
order to seek a higher standard of living
elsewhere. This has the effect of reducing the
returns from fishing for all fishermen and
lowers the earned income of fishermen. The
second is that the availability of relatively
generous regional benefits for workers in the
fish-processing industry helps to maintain a
larger pool of workers for the industry. The
third is that the combination of fishermen’s
Ul and regional benefits tends to discourage
out-migration from Atlantic Canada and thus
serves to maintain earned income lower than
the national average. The fourth is that these
programs impede the internal restructuring
of the economies of the Atlantic provinces,
thereby hampering the improvement of their
efficiency, productivity and, ultimately,
living standards.” (Fisheries Council of
Canada, written brief)

“If you should recommend that fishermen or
certain classes of fishermen be removed from
the benefits of Unemployment Insurance,
then you must make that recommendation on
the condition that another program is put in
place.” (Government of New Brunswick,
Fredericton hearings)

Fishermen and Unemployment Insurance

Self-employed fishermen were brought under the umbrella of Unemploy-
ment Insurance in 1956. The purpose was to provide income support to
self-employed fishermen in the offshore fishing industry, particularly on
the Atlantic, and to the many coastal communities that depend upon the
fishery for their survival. Many factors may affect the level and stability of
fishing income — among them, geographic and climatic conditions, the
variety and value of available species, market conditions and fishing
costs. In the case of some species there are just too many fishermen with
too many vessels and too much fishing power chasing too few fish.

Self-employed fishermen are entitled to five weeks of benefits for
every six weeks of insurable employment. A week of insurable employ-
ment is defined in terms of the net value of the week’s catch — that is, the
gross value of the catch less operating costs (generally 25 percent). If the
net value of the catch in a week is less than the required minimum
(899.00), that week does not count as an insurable week. A fisherman in
the Atlantic region may fish for six months and, for reasons beyond his
control, be unable to obtain the required 10 weeks of insurable earnings
to qualify for Unemployment Insurance.

Problems with fishing benefits, as perceived by the different groups
involved, stem from the nature of the program, its inherent administra-
tive difficulties, its inadequacies in meeting the needs of fishermen, and
the obstacles that it presents to processors who need a greater supply of
fish during the latter part of the season.

Unemployment Insurance was extended to self-employed fishermen
not as a form of social insurance but as a means of income supplementa-
tion. And yet the program has not met the needs of those it was
specifically designed to serve — fishermen with low incomes and with the
greatest need, and the communities in which they live. Unemployment

Insurance is neither an appropriate nor an adequate VCthlC for income

supplementation and should be phased out as a'means of solvmg the

many problems that influence fishermen’s incomes.

This Commission of Inquiry is not the first to reach that conclusion.
Numerous studies and reviews have subjected fishing benefits to
searching scrutiny and have recommended their gradual replacement by
a more appropriate mode of support. It is recognized, however, that
phasing out these benefits may inflict severe hardship unless an
alternative program has been adopted and implemented. Fishing benefits
should, therefore, be phased out over a five-year period, and the
governments involved should adopt and’ implement a more adequate
response to the needs of not only self-employed fishermen but all who are
without adequate incomes. What is required is an effective fisheries
policy, a genuine income supplementation program, and a long-term
regional/community development strategy.
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boat and go to work in some other occupation. I
think the majority of fishermen would feel the
same.

You could be packing anywhere from
$10,000 to $20,000 worth of gear a year, and
with the money we're making, well, you just can’t
put that out. So the majority of us depend on the
people who buy our fish to supply the fuel and
our gear ... which we pay for out of the catch.
And they depend on us to catch the fish ... It
might not be a normal relationship, but it cer-
tainly is an employee/employer relationship
because one depends on the other.

If you work 10 weeks year after year, you
have no problem with Unemployment Insurance,
it’s like clockwork. But to give you an example of
what can happen. . . The person you sell your fish
to issues your separation slip. Last year they
forgot to put my Social Insurance Number on the
slip. I waited very patiently, but by the last of
November I hadn’t heard anything. I was in St.
John’s, so I dropped into the office to see what
the trouble was. I sat in the waiting room for an
hour, cooling my heels, watching people drink
coffee, walking back and forth. Eventually a lady
comes. We went through the whole issue . . . how
I qualified ... 22 weeks insurable earnings . ..
everything was fine. But for some reason my SIN
was not on the slip. “Oh,” I said, “that’s no
problem, I'll give it to you.” “Oh no, sir, it has to
come from your employer.” “My God, that will
take weeks. Go to last year’s file.”” *“Oh no, sir, we
can’t do that. If your sIN is not on the form, we
can’t process your claim.”” So I hit the roof, but it
probably didn’t do any good because my claim
was delayed for another four or five weeks.

Still, as a fisherman I wouldn’t want to be
covered by a separate program. Most of our fish
go to the U.S. market. Now the fishermen and the
politicians in the U.S. said that Unemployment
Insurance was a subsidy to fishermen and wanted
countervail duties of something like 20 to 30

percent. But after they investigated, they reached
the conclusion that it wasn’t a subsidy because it
was universal . . . So if some bureaucrat is going
to come up with a different program, they are
jeopardizing the whole fishery in Eastern Canada
... not only the fishermen, but the workers in the
fish plants and spin-off industries ... in other
words, every community, city and town in East-
ern Canada.

Fishermen should be covered under Unem-
ployment Insurance like everyone else. We
should be treated the same as any other worker,
but for some reason we’re not. We don’t draw
Unemployment Insurance till the last of October
and when the fifteenth of May comes — the place
could be black with ice — you are automatically
dlsqualified. It should be the same for us as for
any other type of working class. It’s supposed to
be a democracy.

Unemployment Insurance is a great thing,
but people shouldn’t have to depend on it, and
basically that’s what it’s coming to now. There
must be better ways for the future, for our chil-
dren. Right now, if we want something we’ve got
to import it through some other province or state
or country — cardboard boxes, mattresses . . . If I
want to buy a tin of mussels I'd probably have to
buy it from Denmark, and here we have them on
the shore not even being used!

You know, I left Newfoundland in 1960. I
worked and travelled all across Canada. During
that time I didn’t draw Unemployment Insurance
... I was a jack-of-all-trades. I lived in Toronto
for seven years. All my friends were from Eastern
Canada. All left home because they couldn’t find

any work. Now, I don’t see why anyone should

have to leave Newfoundland, with all the
resources we’ve got. I don’t think I'd leave again.
‘We might not have a big limousine to drive in, but
I’m sure we’ll survive.

W
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ecause employers and employees pay premiums, they naturally

feel a proprietary interest in the program and its administra-

tion. Big government, however, is not notable for its “user-
frlendhness and there was ample evidence of that in the views
expressed at the hearings. At times it seemed that, if only the quality of
administration and style of delivery could be improved, everything
would be well with Unemployment Insurance. But upon further
examination of the causes of the frustration and bitterness directed at the
bureaucracy, it became clear that staff and administrators were
sometimes the scapegoats of a program too complex and too ill
conceived to generate anything but discontent. In fact, the patience and
dedication of front-line staff at the Canada Employment Centres in
exasperating and difficult circumstances is often impressive.

The problem with the present delivery structure is twofold. First of
all, the bureaucracy which administers Unemployment Insurance is not
directed or controlled by the premium payers. Employers and employees
are viewed as special interest groups, not as proprietors of the program.
Second, the federal government’s responsibilities for immigration, Social
Insurance Numbers, job creation, training and labour market intelligence
are broader than the functioning of an effective Unemployment
Insurance program. Combining all these services with Unemployment
Insurance has created an agency that is overly complex and unmanage-
able.

It is proposed to establlsh a new autonomous organlzatlon the

Unemployrnent Insurance and . ernployrnent services. This Commission
should operate at an 's length from the government because, when the
government is present through its representatives and its financial
contributions, it effectively dominates the operation. Unemployment
Insurance principles, benefit structure and appeal procedures should be
set down in legislation, but the Act should leave room for employers and
employees to cooperate in adjusting certain elements of the program.
Most important, within broadly defined guidelines, the new Unemploy-
ment Insurance Commission should be allowed as much discretion as
possible to run its own affairs.

The proposed reforms of the Unemployment Insurance program will
eliminate much of the complexity in the present Act, which employers
and employees were unanimous in denouncing as impossible for jurists
to understand, much less clients and employers.

“I think anyone of us in this room, if we paid
for insurance, and we were responded to by,
‘We have had a lot of claims, we’re really
busy, we’ve got a backlog, I’m sorry; nor-
mally, you should receive your money in four
weeks, but because we’re busy it’s going to be
eight weeks’; well, we’d probably either fire
the person, shoot the person, strangle them,
or go to another insurance company.”’

( County of Bruce, Social Services, London
hearings)

““The administration of Ul is a horrible,
inscrutable, paperbound bureaucratic mess
operated by weary, disinterested, unsympa-
thetic, paperbound bureaucratic servants,
who are vaguely guided by a vast tangle of
unpredictable rules, lists and procedures.
For some people, actually squeezing the first
payment out of the system is a bit like per-
suading Albania to issue a tourist visa.”
(Benetech Canada Inc., written brief)

“The system is so complicated that one of the
biggest complaints is, ‘If I don’t ask the right
question, I don't get the right answer’.”
(New Brunswick Federation of Labour,
Moncton hearings)
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*“Is this a temporary layoff? Yes, What dowe
pay him and when? We paid him vacation; he
had two weeks in advance. Is that insurable?
Maybe. Is there a statutory holiday? Yes. Is
that insurable? Perhaps. When? Well, I'll put
it this way: if the standard vacation falls
within a normal week, as ascribed by the Act,
anormal week being Saturday and Sunday,
whatever, and it has been assured, therefore,
it can be used for a topping-up position,
provided it is a permanent layoff and not a
temporary layoff . . . So you get into this great
morass of saying, ‘Now wait a minute, guys.
Do you have to have a pink suit on witha blue
shoe and a red shoe facing the east at 6
o’clock at night to collect your UI?’ This is
where.we are at right now.” (Canadian
Payroll Association, Toronto hearings)

“It used to be that we spent 70 percent of our
time serving clients and 30 percent of our
time serving headquarters and the regional
office, Now it is the reverse. We spend 70 to
80 percent of our time feeding the system!"”’
(Informal roundtable discussions with CEIC
staff)

The appeal process was a source of frustration for many at the public
hearings, more because of the structure and the process than because of
the decisions handed down. The current process is highly adversarial.
Yet the board of referees is not perceived as functioning at arm’s length
from the department, does not always apply standard rules of evidence,
and is often chaired by persons who lack the necessary legal training
and depth of understanding of the program. A revised appeal system
should involve a more independent Unemploymeént Insurance ombuds-
man/adjudicator at the first level and should allow redress to a board of
appeal which operates in a judicial manner.

The sheer size of the headquarters and regional offices was the
subject of considerable criticism across the country. The Canada
Employment and Immigration Commission has approximately 28,000
employees and is the third largest federal organization. The size and
levels of the headquarters staff were perceived to be out of proportion to
the kind and value of the services performed. It was suggested that there
may be more staff than warranted in highly paid specialist and supervi-
sory roles. The productivity of the claims-processing function was
identified as low and the benefit control system was perceived as
inadequate. At both the headquarters and the regional office levels, a
picture was painted of overly controlled and managed staff, and of a
system that serves itself rather than its clients. All in all, it would appear
that a significant reduction should be made in the number of staff at
national and regional headquarters.

A great deal of attention was devoted to delivery because no matter
how well a program is designed, it is only as good as the treatment that it
gives to each client. The current program fails in terms of both design and
delivery. To rectify the delivery problems, major changes are suggested in
organizational structure, program financing, the legal framework (in
particular the appeal process) and administrative practices. The reader
is again directed to the Compendjum for other recommendations to
improve the delivery, record keeping and control systems of Unemploy-
ment Insurance.
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he existing policies and programs are not without merit. How

else can one account for the widespread desire to preserve the

essential features of the Unemployment Insurance program?
“What would the country have done without UI?” is more than a
rhetorical question. The program is here and will stay. The real issue is
whether a better program can be designed.

This Commission of Inquiry was faced with many difficult choices.
The views and opinjons of individuals and groups in the consultations
did not merely differ — at times they contradicted each other. The
Commissioners also brought different perspectives and interpretations
to the Inquiry. Sometimes they agreed, sometimes they compromised,
and sometimes they agreed to differ —and wrote dissenting opinions.

The need for reform is evident and must not be obscured in the
debate. Canada cannot afford to continue to suffer the inequities and
inefficiencies of its present system. There are those who will benefit from
changes to the system and those who may suffer from them. Reforms
should be comprehensive enough so that a loss from one aspect of change
can be balanced by a gain from another program or policy.

Some elements of Unemployment Insurance reform make sense only
in a wider context. We have outlined the important ingredients of a
human_resource development policy and have tried to show that
Unemployment Insurance is one part — but a pivotal part — of this
country’s income security system. Fundamental reform of Unemploy-
ment Insurance is only possible when associated changes take place in
these two larger and interlocking areas, but the precise balance of all
these components leaves much room for political choice.

This report sweeps away the present variations that plague the
system and produce both inequity and complexity. There should be only
one entrance requirement, one benefit phase, and one maximum
duration of regular benefits. The entire system must be based on a
strengthened link between insurable earnings and eligible benefits. This
is what an insurance program should do, and it is also what equity
demands. All things considered, Annualization is the best answer.

To coordinate and effect all the recommended changes is, quite
simply, a monumental task. It will require commitment, persistence,
time, cooperation and leadership. Objections, delays, obstacles and
complications will abound and must be overcome if Canada is to ensure a
working future for her citizens.
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Inquiry and summarizes the basis on which each has been made.

The recommendations are designed to restore Unemployment
Insurance to its original concept and to place it in the context of a
strategic plan for comprehensive human resource development. Each
chapter of the full report is briefly described and a short rationale for the
recommendations is given. The reader is referred to the full report for
further information about each topic.

T his section lists all the recommendations of the Commission of

Chapter 1: What We Heard

Chapter 1 presents a resumé of what participants said during the
public hearings about the problems of unemployment and the Unemploy-
ment Insurance program. There was strong consensus that Unemploy-
ment Insurance is and will continue to be needed. At the same time we
were assailed with complaints and grievances about the program. There
was virtually universal condemnation of the complexity of the Act and
regulations, and strong and opposing positions on the nature and
purpose of the program itself. Some saw the program as attempting to
meet too many social objectives, and called for a return to the basic
principles of insurance. Others wanted these social aspects of the
program expanded. The consultation process focussed the field of
debate on several issues, including the program’s objectives, inequities,
incentives, the imbalance between the government’s role and that of the
premium payers, and inadequacies in the program’s delivery.

Chapter 2: Employment and Unemployment

Chapter 2 presents an overview of unemployment, its nature and
scope, and the interplay between rising expectations for jobs and the
growth in the number of jobs available. The chapter shows that
unemployment is a significant problem — a problem which annually
affects one in four Canadians who want to work. The risk of unemploy-
ment is greater for those with lower levels of education, particularly
youth, older workers, and workers in industries, occupations or regions
facing structural transformations. Examination of the operation of the
Unemployment Insurance program itself shows three patterns of usage
that suggest problems within the design of the program. These patterns
are specific to short-term workers, those on industrial layoffs with recall,
and full-year workers who exhaust their benefits.

What are the needs of the unemployed? qute simply, they need jobs,
money, skills and increased options in the labour market. Meeting all the
needs of the unemployed is a task well beyond the scope of an Unemploy-

ment Insurance program. Unless reform of the current program is

undertaken as part of a broad, mtegrated human resource developrnent
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strategy, it can be no more than a token effort, almost certain to fall short
Stratc;

of its objective. Part II of the report focusses on the need for a compre-
hensive human resource development strategy.

Chapter 3: Jobs

This chapter looks at full employment, at employment development
strategies and, in particular, at job creation. It is pointed out that the
demand for jobs can be met only if there is economic growth and if that
growth keeps pace with growth in the labour force. Economic growth, in
turn, requires a high and sustained level of investment. In recent years,
investment in Canada has not been sufficient to achieve both increased
productivity and expanded employment opportunities to match the
growth in the labour force. Unemployment can be truly resolved only in
an environment characterized by economic growth.

"All industrialized countries are finding it difficult to eliminate
unemployment. As a result, there is a growing lack of confidence in
traditional fiscal and monetary policies. The task of stabilizing the
economy at a low level of unemployment is difficult but essential and in
attempting to achieve this objective, new solutions to old problems
appear necessary. One possible alternative which has been persuasively
argued involves revenue sharing. This entails workers agreeing to accept
part of their remuneration as a share of the firm’s profits rather than as
wages. This approach increases the stability of employment and has been
successfully adopted in Japan and Korea and is gaining in popularity in
the United States.

Recommendations

1

N

Economic policies should give high priority to raising the rate of growth of the economy, in
recognition of the role of economic growth in creating employment opportunities. Particular
attention should be paid to policies that would ensure:

° a high and sustained volume of investment; and

e sufficient improvement in productivity to maintain or improve Canada’s competitive position
in the world.

Full employment should continue to be a primary objective of fiscal and monetary policies.

Profit or revenue sharing as a component of total earnings of labour should be encouraged and

the treatment of income from these schemes by Unemployment Insurance and Revenue Canada
should encourage their introduction.

The problem of regional unemployment is currently approached in
two ways. The first is through regional economic development initiatives
that attempt to increase the productive capacity of regions by subsidiz-
ing industry to locate or expand there. The second is through job
creation programs, which are a more temporary response to regional
unemployment, involving short-term projects that provide jobs.

Regional economic development policy has concentrated on
grafting large firms onto depressed regions. In many of these cases
subsidies are required on a continuing basis to offset the inherent
competitive disadvantages of these regions. Current programs do not
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seem to provide much support to the growing service and small business
sectors. An attractive alternative would be to invest in increased
productive capacity and a higher level of employment by supporting
community economic development initiatives such as Community
Economic Councils and Community Development Corporations. These
community-inspired initiatives have the advantage of building on local
strengths, and the employment that they create becomes part of the
fabric of the local community.

There is evidence from both British and French experience that the
unemployed can be successful in creating their own jobs by starting their
own businesses. In cases where the unemployed have a sound business
plan, Unemployment Insurance rules and regulations should encourage
their initiative.

Recommendation
An industrial and regional development strategy should be designed with the following
4 characteristics:
e A substantial proportion of regional and industrial assistance should be directed to new and to
small businesses, including those in the non-manufacturing sector.
* Community economic development initiatives should be funded, at least in part, from funds
_121;3;5Edmlg;ﬁhasmg out reglonall}; exténded benehts They should be undertaken in a manner
that ensures local control and should be widely available to communities in Canada.

e Initiatives that assist the unernployed to start their own business enterprises should be

encouraged.

Job creation programs have come in all shapes and sizes and have
been designed with the best of intentions to meet a large number of
specific problems. They have always been considered a “temporary”
response to an unemployment crisis. The projects undertaken, however,
have failed either to counterbalance the economic depression of the
various regions or to improve the employability of participants. In
addition, these initiatives have been plagued by changing federal
priorities, lack of coordination among the various levels of government,
and political pressures for constituency funding. What is needed is more
long-term planning and the creation of jobs of long-term value to the
community. All projects should be evaluated and the results made

public.
Recommendation
5 Short-term job creation programs should be eliminated and the funds redirected to longer-term

employment programs. These programs should:

» focus on jobs with a long-term value to the participant and community, rather than on short-
term make-work jobs;

* eliminate the constituency basis_ of funding; and

s set aside a portlon of program budgets for analysis by independent researchers to determine
whether their objectives have been met. The results of these evaluations should be available to
the public.
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Under Section 38 of the Unemployment Insurance Act, benefits may
be provided to participants in approved job creation projects for up to
six weeks after the project ends. Although there are many problems with
Section 38, the basic one is that it is not an appropriate feature in an
Unemployment Insurance program. Job creation should be supported
directly from general revenue and should be open to a wider group than
just those receiving benefits. Individuals who have already exhausted
their benefits, for example, may be in even greater need of assistance than
those still receiving Unemployment Insurance.

Recommendation
Section 38 (Job Creation) of the Unemployment Insurance Act should be rescinded.

6

Chapter 4: Money —The Need for Income Security

This chapter outlines Canada’s income security system and the role of
Unemployment Insurance within that system. Income security programs
in Canada can be divided into three distinct categories or tiers. Tier 1
consists of income support programs (such as social assistance and the

Guaranteed Income Supplement). Tier 2 includes income supplementa-
tion programs (such as Old Age Security, Family Aliowaiices; thé Child
Tax Credlt and programs operated by certain provincial governments).
Tier 3 consists of social insurance programs (such as Unemployment
Insurance, the Canada and Quebec Pension Plans, and Workers’
Compensation).

Income support provides financial assistance to individuals and
families who have little or no other income. Income supplementation
provides income assistance to Jow-income earners to minimize the effect
of an inadequate income. Social insurance programs provide some
measure of income replacement in the event of various contingencies
such as unemployment, sickness or injury.

Unemployment Insurance is the cornerstone of income security in
Canada. It was originally designed, in 1940, as a program of temporary
assistance to workers who are between jobs. With the haphazard addition
of functions over the years, to cover new situations and serve new needs,
the program has expanded far beyond this. As a consequence in some
parts of the country it is now part of a regular pattern of income from
seasonal or short-term employment, unemployment benefits and, for
some, social assistance. In some cases, benefits actually exceed the
earnings that they are intended to replace, due to the provision of
regionally extended benefits. Thus, Unemployment Insurance has

.become a major element of income or ‘earnings supplemer{tatlon T

Unemployment Insurance is ‘poorly designed to undertake the
function of supplementing income because benefits are not income

tested, Unemployment Insurance is directed to the individual rather than’

the family, and benefits are based on previous earnings rather than need,
with higher benefits going to hlgher earners rather than to the needier.
Only 11 percent of Unemployment Insurance benefits go to families with
incomes of less than $10,000, and almost 20 percent go to families with
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incomes greater than $40,000. It is simply not a good instrument for
income redistribution.

Regionally extended benefits, funded by general revenues rather
than premiums, were introduced to provide supplementary assistance in
specific regions with particularly high unemployment. Over time,
however, unemployment has risen throughout Canada so that regionally
extended benefits have been paid in every region since 1981. Conse-
quently, these benefits are no longer part of an economic adjustment
plan directed toward areas with unusually severe problems; they have
become a kind of temporary social assistance/income maintenance plan
for those who can find at least 10 weeks of work per year.

Regionally extended benefits are considered by many to be an
essential element in regional economies. These benefits, however, attack
the symptoms rather than the underlying causes of unemployment.
Eliminating regionally extended benefits would free up some $2.8 billion
which could be directed to correcting the causes of unemployment and
providing earnings supplementation to those who need it. It would be
irresponsible to give serious consideration to removing regionally
extended benefits without providing an income supplement to workers
faced with economic hardship and without providing development funds
to regions and communities suffering from the impact of economic
forces well beyond their control.

A federal Earnmgs Supplementatlon Program cannot exist in

the tax system or provincial initiatives. Four provinces have income
supplementation programs and all provinces are vitally interested in
helping low-income families. What may be needed is a group or series of
supplementation plans, reached through federal-provincial agreements,

to reflect the differing provincial concerns.

An Earnings Supplementation Program ‘which helps those who have
some income differs fundamentally from a guaranteed annual income
which helps those who have no other sources of support. An Earnings
Supplementation Program should be designed to increase a person’s
income when earnings increase and the program should have a low and
consistent tax-back rate on income earned while receiving the supple-
ment. A well-designed program would compensate for the effects of
phasing out regionally extended benefits. It would be a major reform of
one tier in the income security system, and would allow Unemployment
Insurance to return to its appropriate role.

Unemployment Insurance plays essentially a transitional role, that of
partial income replacement for a specific period during an interruption
of earnings. It should serve as a lifeline rather than a safety net — to help
people return to stable employment rather than holding them in a
pattern of dependence. The many additions to its functions over the
years have subverted its essential nature and created unacceptable
inequities. This has occurred largely because of the lack of other, more
appropriate programs or agencies. Unemployment Insurance should
return to its original purpose and other initiatives should now be
adopted to assume the functions of income supplementation for low-
income families.
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Recommendations

X/

Regionally extended benefits within the Unemployment Insurance program should be
progresswely abolished and replaced over a period of four to five years with a range of human
resource development programs better tailored to meet the needs of individuals and regions.
The range of programs and policies should include:

i
o

|

an Earnings Supplementation Program,;
economic and community development initiatives;
l¢ education, literacy and basic training programs; and

e policies and programs to facilitate greater flexibility in the labour market.

The Canadian government should work closely with the provinces to develop earnings
supplementation plans that complement the proposed changes in the Unemployment Insurance
program. These plans should ensure that those who participate in the labour forcé but have

inadequate incomes would be eligible to receive a supplement on the basis of total household

R

Jdncome rather than individual mcome The tax-back rate, when combined with the 1ncome ‘tax
system, should be less than 50 percent

loss or interruption of employment earnings.

Unemployment results from either job loss or a temporary interrup-
tion of earnings. It is as reasonable to cover temporary sickness,
maternity or parental benefits as it is to cover temporary layoffs with
recall notices. In the absence of another, more inclusive system to
protect those whose earnings are interrupted because of maternity,
parental or sick leave, it is appropriate for Unemployment Insurance to
continue to provide this coverage.

The issue of the “medical yardstick” for sickness benefits caused
many complaints at the public hearings. While the use of the medical
yardstick as a guide is not disputed, the secrecy that surrounds it is
insupportable. Another issue concerns the waiving of the normal two-
week waiting period in certain cases of illness. This practice is contrary
to the principle of co-insurance whereby the insured and the insurer
share the cost of any contingency covered by the insurance.

Maternity benefits have changed over time to provide benefits not
only for the mother, but also for parental care. Although in 1984 benefits
were extended to adoptive parents, the role of the natural father has not
been equally recognized. The provision for a 2-week waiting period and
for a total benefit period of 15 weeks should be maintained. A two-tier
system would allow parents to decide how long the mother would
receive benefits and which parent would assume the initial parenting
role. The current restriction limiting the duration of the receipt of
special benefits such as maternity and sickness in any combination to a
maximum of 15 weeks is unduly harsh.
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Recommendations
10.1 The Unemployment Insurance program should continue to provide sickness benefits. It should

retain the provision for premium reduction equivalent to the saving to t‘l‘ieplfﬁemployment
Insurance Account from private disability insurance, but the method of calculating the premium
reduction should be reviewed.

10.2 The medical yardstick for determining sickness benefits should be readily available for client
reference. The two-week waiting period for sickness benefits should continue and this
requirement should be enforced.

%}1 1. 1 A two-tier system of maternity and parental benefits should be implemented, comprised of:

¢ maternity benefits available during the period surrounding childbirth; and
¢ parental benefits available during the period following maternity leave or placement of an
adopted child;
* parental benefits should be available to either or both parents (but not concurrently) such that
the total amount of benefits does not exceed the maximum available to one parent; this should
be made available only to those who are active labour force participants.

5‘< 11.2 Section 22(3) of the Act should be amended to remove the present 15-week aggregate benefit
limit, so that the availability of sickness benefits is separate and distinct from any maternity or
parental benefits to which a person is entitled. Maternity, parental and sickness benefits should
be available during any phase of the claimant’s unemployment spell.

Seasonal factors, layoffs and other industrial practices contribute
heavily to interindustry variations in the relationship between contribu-
tion and benefits. The result is that industries with stable employment
patterns are seen as subsidizing those with less stable patterns.
Experience rating has been suggested as a means of reducing, if not
eliminating, these cross-subsidies. Evidence shows, however, that on

balance its effect would be negligible in affecting the behaviour of firms.

Recommendation
b\(( 12 Unemployment Insurance premiums should not be based on experience rating.
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skills, who are able to adapt and to learn new technical skills as job
requirements change. Funding arrangements have also been criticized on
the grounds that they limit the selection of the most appropriate courses.

Recommendation

1 5 Training programs and funding arrangements under the wmg Act should be
modified to: T

® assign high priority within the Institutional Training Program, or its replacement, to providing

courses in functional literacy, basic training for skill development, and educational upgrading;

* recognize programs that enable functionally illiterate workers to gain basic literacy skills as a

legitimate component of on-the-job training; and

¢ replace the current funding arrangement with one that will increase the relevance and

responsiveness of training institutions to the labour market.

Section 39 of the Unemployment Insurance Act provides benetfits, in
some cases for an extended period, from general revenues to recipients
who undertake training in approved courses. There are several concerns
about this arrangement. All unemployed individuals should be given the
opportunity to upgrade their skills and improve their employability. The
current practice in approving courses is not to place emphasis on basic
skills but to favour those who already have substantial skill levels and, in
the case of apprenticeship training, to favour those who are already

‘employed. The operation of the apprenticeship program should be

removed from the Unemployment Insurance program and rev1ewed by
the appropriate federal and provincial authorities. The provision of
extended benetits to a person while on trammg is inequitable and a
violation of the insurance principle. Trainees should receive benefits
only for the period of their regular entitlement, and the role of Unem-
ployment Insurance should be_limited_to waiving the.search.require-
ments for those undertaking approved training,

Recommendation
6 \SCCtIOH 39 of the Unemployment Insurance Act should be rescinded and prov1snon shoqlc_l be
made to

* waive )ob search requirements for approved beneficiaries undertaking approved training
programs (including literacy, educational and skills upgrading);

¢ establish a review process to monitor these approvats;

¢ exclude allowances for expenses from computation of earnings on claim; and

¢ initiate a review of the operation of the apprenticeship program by the appropriate federal and
provincial authorities.
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Those in the 15-to-24 age group need special attention. The baby
boom generation has already flooded the labour market and produced
high unemployment among youth and young adults. Many are poorly
equipped for participation in the labour force and have difficulty
adjusting to the demands of adulthood.

Recommendation

:E_:/—' The Minister of State for Youth should consider implementation of a comprehensive Youth
Opportunities Program. The program would combine basic education, counselling, life skills
and work experience for young people aged 15 to 24 years who do not have a high school
diploma or are otherwise disadvantaged and are having difficulty entering the labour force.

Chapter 6: Options— Employment Flexibility

This chapter addresses the need for greater flexibility in the labour
market and evaluates such programs as mobility assistance, retirement
policies and alternative work arrangements. These initiatives provide
individuals with greater choice and allow the labour market to adapt
more readily to change.

Labour displacement in declining industries and depressed regions
often involves many people. In these circumstances, it is sometimes in
everyone’s interest that relocation take place. Currently, several
programs provide mobility assistance to facilitate the movement of
individuals who are unemployed, underemployed or about to become
unemployed. What is required is a consolidation of mobility assistance

into a single program, to avoid overlap and duplication.

Mobility, however, is not a panacea for sol'ving' labour market
problems. A key policy element should be the degree of flexibility in
labour adjustment. A consolidated mobility program should be based as
much on the needs of the individual as on the needs of industry. It should
have few criteria that limit eligibility, and should provide assistance to

_those who relocate to undergo training.

Recommendations

18.1 All federal labour market programs that provide mobility assistance should be consolidated.

18.2 In the new consolidated mobility assistance program:
° e the industry and community basis for determining eligibility should be eliminated; and
e in addition to those currently eligible, assistance should be provided to workers who relocate

for training purposes.




63

Changing economic and social demands will require greater
flexibility in the way that work is organized and also in the rules and
regulations of Unemployment Insurance. There are many alternative
work arrangements, but the variety and the benefits of these alternatives
are not sufficiently understood. Some alternatives, such as job sharing
and working part time, have direct implications for employment income
and consequently for the Unemployment Insurance system. Job sharing
involves restructuring a single full-time job into two or more part-time
jobs. Interest in job sharing has increased in response to the needs and
preference of working parents and partially retired persons.

Part-time employment has increased rapidly over the last decade.
The Unemployment Insurance program excludes many part-time
workers, since in order to be eligible a person must work at least 15
hours per week for the same employer. This restriction imposes hardship
on many families, is unfair, and is out of step with changing work
patterns. The Wallace Commission of Inquiry on part-time work and the
Boyer Committee on equality rights both concluded that the current
minimum of 15 hours per week should be reduced to 8 hours. The
principle that all hours of work should be covered is accepted, but it is
recognized that in practice extending coverage to every hour and to
every worker may create administration problems and may result in
additional costs, particularly for small businesses. The feasibility of such
an extension should be examined by the Canada Employment and
Immigration Commission.

Recommendation
Unemployment Insurance coverage, in principle, should be extended to all part-time worke_rs
19 but first of all to those who work a minimum of eight hours per week. Workers should be allowed

to accumulate hours of work in order to become ellglble tor coverage. The 'ldmmnstmtlve

_feasibility of covering all hours ot work, mcludmg ‘work tor dlttere‘nt employers should be
‘examined by the Canada Employment and Immigration Commission.

Compensated work sharing is a temporary arrangement intended to
preserve employment through the avoidance of layoffs, at least in the
short term. A prorated share of the regular weekly Unemployment
Insurance benefit is paid to those workers whose normal hours are
reduced by a formal agreement. There is widespread support for these
arrangements.

Recommendation

2 The current work-sharing provision in Unemployment Insuranceshould be retaineg, and an
internal review should be undertaken in order to streamline procedures and reduce
administrative and compliance costs.
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Since the end of World War II, the proportion of a worker’s life spent
in the labour force has declined substantially, largely because of a
preference for increased leisure as real wages and real incomes rose. This
preference is reflected most notably in the choice of a shorter work year
through increased holiday periods. In contrast, the average work week
has remained remarkably constant. Because of the projected aging of the
population, the wisdom of attempting to reduce work time or ban
overtime work by legislation is questionable.

Recommendation

2 1 Flexibility in work time should be encouraged but shorter work days, weeks or years should be
negotiated by individual firms and industries rather than being established by legislation.

The requirement of mandatory retirement at age 65 is under attack
because of the equality provisions in the Canadian Charter of Rights and
Freedoms. The federal government has expressed a commitment to
facilitate flexible retirement, and changes to increase the flexibility of
public and private pension plans either have been made or are contem-
plated. Available empirical evidence from the United States and from
Quebec indicates that these measures may have little effect on postpon-
ing retirement. They will, however, expand the range of genuine personal
choice. These changes have major implications for the Unemployment
Insurance program. They change the context of the three-week
“retirement benefit’’ at age 65 and the treatment of pension income in
determining Unemployment Insurance benefits for persons under age 65
who take on another job while receiving a pension. Since Unemployment
Insurance and Old Age Security are elements of the social security
system, changes in their age limits should be coordinated.

Recommendation
29 The age limit of 65 years should be removed as a barrier to Unemployment Insurance eligibility,

concurrently with changes in the age limit established in the Old Age Security program. At that
time, the provisions in the Unemployment Insurance Act for payment of a three-week

“retirement benefit”’ should be rescinded.
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Chapter 7: A Plan for Reform

This chapter sets forth the proposed fundamental reform of the core
program of Unemployment Insurance, the objectives, and the reasons for
the new program design. The current program is perceived by many to be
unfair, illogical, at variance with the principles of social insurance, and
overly complex. Different criteria are applied and different benefits
provided to individuals who are in similar circumstances. More generous
treatment is given to short-term than to long-term workers, and more is
given to those in some regions than in others. The entrance requirements
are complicated and there are different benefit phases. Not all hours of
work are treated equally in determining eligibility for benefits, and
workers in the same occupation with the same employment possibilities
are treated differently. The practice of basing eligibility on the local
unemployment rate is unfair, since that rate is a poor indicator of job
opportunities.

The proposed new approach must be viewed within the broad
context of the human resource development proposals included in
preceding recommendations, and within the framework of the income
security system. The reform embodies the view that Canada must invest
more in human resources and make funds available to support programs
for that purpose. Within the context of a comprehensive human resource
development strategy, the role of Unemployment Insurance would
become one of strict income replacement. Income supplerﬁentation and
other aspects of thé current program would be transferred to programs
specially designed for these purposes.

To respond to deficiencies in the current program, the proposed
reforms involve moving to “‘Annualization’ in the calculation of benefits
— that is, basing the level of benefits on insurable earnings over the
previous 52 weecks and paying benefits for up to 50 weeks. In addition, an_

annual maximum limit on insurable earnings is set. This annual lmnt"

would remove meqinnes and encourage increased flex1b111ty in the
workplace. A further change involves a revised approach to credit
banking, ensuring that all hours worked and all earnings are included in
the calculation of benefits, which will provide greater incentives for the
unemployed to accept “full-time work. Finally, shifting to an entrance
requirement based on hours rathér than weeks would allow workers to
accumulate all hours of work.

It was decided that simple modification of the existing program
would not meet the demands of the changing economic environment or
provide the best possible foundation for the future. The weaknesses and
inequities in the current system were carefully reviewed and the
advantages and disadvantages of various options were studied and
debated. The decision was reached that, on balance, Annualization was
the best approach, because it combines low entrance requirements with
long maximum duration of benefits, without the inequities, disincen-
tives and administrative complexity of the current approach.
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Recommendations

23

24

A new Unemployment Insurance program should be developed and implemented. Features of
the program should include:

¢ a standard cumulative entrance requirement of 350 hours;

* benefits based on average weekly insurable earnings in the 52 weeks prior to unemployment;

¢ benefits paid in 50 weekly instalments after a two-week waiting period;

* benefits to equal 66 % percent of insurable earnings;

e an annual maximum insurable earnings limit applied according to the employer’s pay periods;
and

e a system of credit banking.

The reformed program should be introduced in four phases.

* Phase 1: benefits would be based on the average weekly earnings over 13 weeks, paid in 50
weekly instalments, and would be 60 percent of insurable earnings.

e Phase 2: benefits would be based on the average weekly earnings over 26 weeks, paid in 50
instalments, and would be 60 percent of insurable earnings.

* Phase 3: benefits would be based on the average weekly earnings over 39 weeks, paid in 50
instalments, and would be 66 %; percent of insurable earnings.

* Phase 4: benefits would be based on the average weekly earnings over 52 weeks, paid in 50
instalments, and would be 66 %5 percent of insurable earnings.

Particular concern was expressed at the public hearings about the
situation of unemployed older workers who are too young to draw a
pension but may be considered too old to be readily employable. For
them, one year of benefits may be insufficient for the sort of adjustment
that all workers may find increasingly necessary. Under Annualization,
workers who suffer a number of layoffs in quick succession after many
years of steady employment with the same company may need a means to
top up their benefits to some percentage of their average weekly
earnings. They may also need assistance to top up or extend their benefits
so that they can undertake approved training and move for relocation
purposes.

Recommendation

25

A Cumulative Employment Account should be developed, having the following features:

s Credits would accrue at the rate of two weeks for every year worked, to a maximum of 25 years
of credit.

° Benefits could be drawn only after a 30-year threshold.

° Benefits could be used to (a) top up Unemployment Insurance benefits to 66 %5 percent of
average insurable earnings over the previous five years; and (b) top up or extend benefits for
those undertaking approved training, retraining or mobility. Benefits could be extended to a
maximum of 52 additional weeks.




67

Chapter 8: Immediate Steps — Other Program Reforms
Fundamental restructuring of the Unemployment Insurance program
involves sweeping changes that must be carefully considered and
gradually introduced. This chapter deals with a number of less funda-
mental changes that could be implemented more rapidly, either within
the current program or as part of a reformed program.

The treatment of pensions was the subject of a special reference to
the Commission of Inquiry. In considering this issue, it must be
recognized that the entire question of retirement and retirement policy
is changing rapidly. Under the Canadian Charter of Rights and Freedoms,
age 65 may no longer be a basis for mandatory retirement. Actuarial
adjustments for those wishing to retire at other than the “normal”
retirement age are already taking place or being contemplated in both
the public and private sectors. As a consequence, it will become less and
less true that receipt of a pension and retirement are synonymous. Thus,
the question of the treatment of pension income by Unemployment
Insurance has become part of a more general problem facing policy
makers — the increasing importance placed on flexibility in retirement
and pension arrangements, and the resulting need for better coordina-
tion of all related social policies, particularly Old Age Security.

Since those who have retired are no longer in the labour force, they
should no longer be covered by a program such as Unemployment
Insurance, which is designed to assist members of the labour force.
Receipt of a pension, however, does not necessarily mean that a person
has left the labour force and should not lead to disqualification from
Unemployment Insurance benefits.

Denying coverage to everyone with pension income would mean
denying coverage to the many individuals who enter another job after
leaving a career with a pension. By contrast, the approach that became
effective January 5, 1986 compels those with a pension from previous
employment to pay for coverage on subsequent employment but treats
pension income as earned income, so that when these workers become
unemployed their benefits may be negligible or non-existent. Another
possible approach would be to ignore pension income entirely. This
would mean ignoring deferred income from another job, since that is
how pension income is generally considered. If the mandatory retire-
ment age were removed and pension income were ignored completely,
then Unemployment Insurance could be used to finance the first year of
retirement and the cost could become prohibitive.

It was recognized that those in receipt of pension income should not
be discouraged from pursuing a second career. It was therefore decided
to recommend treatment of pensions in two ways: the first if the
pensioner is unemployed when the pension is received initially and the
second if the pensioner becomes unemployed from a subsequent job.
Because building up a pension is a lifetime process, any changes that
might reduce pension income should be introduced only after notice of
three years to those likely to be affected.
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may lead to disqualification. Therefore, members of a local that is part of
the same union are disqualified even if they did not participate in the
decision to go on strike. Workers in the same plant but in a bargaining
unit that is not a local of the striking union are not disqualified. This
distinction may be both inequitable and illogical.

It is important to acknowledge that there may be instances where
those indirectly involved in a labour dispute may receive substantial and
early benefits from it. Where this is established, disqualification should
follow. In such cases, there should be a right of appeal with the onus on
the Commission to justify the decision.

Recommendation

2903 Those indirectly involved in a dispute, including those who belong to the same union but are in a
different local, should not be disentitled. Where there are direct, substantial and early
advantages to those who are indirectly involved, they should be disentitled but that decision
should be subject to appeal.

At present, workers involved in a labour dispute who take a second
job are not eligible for benefits if they are laid off from that job. This
practice ignores the fact that the layoff is entirely separate from the
original labour dispute. This practice is not justified unless the
Commission can show that the layoff was contrived in order to collect
benefits.

Recommendation

2904 In a situation where a worker is disentitled because of a labour dispute, then takes another job
and is laid off, that worker should be eligible for Unemployment Insurance on the basis of the
second job. In cases where claimants have earnings on claim and lose those earnings because of
an industrial dispute, this should not disentitle the worker from the original claim.

Claims for sickness, maternity and adoption benefits are denied at
all times during a labour dispute. These events are not related to the
dispute and would have occurred whether or not the labour dispute had
taken place. The provision of sickness benefits, however, must be very
limited to avoid possible abuse.

Recomll,nendation

3'29:'§Sf1M21temity, adoption and sickness benefits should be paid during an industrial dispute. In the

YT hospital.

~ case of sickness, however, benefits should be awarded only if the claimant is confined to

On strict insurance principles, voluntary quitters should not be
eligible for benefits. To apply these principles would require the
employer to identify those who voluntarily quit their jobs. There is,
however, no extra cost to the employer in identifying the situation as a
layoff, and therefore no incentive to police the system. Indeed, the
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employer may collude to call it a layoff rather than a resignation.
Increasing the penalty might simply increase the pressure for collusion.

There is need, however, to clarify and publicize the conditions
under which a person may leave a job without penalty. “Just cause’ is
poorly understood among claimants. There is also need to revise the
rules to cover cases of “‘inverse seniority” in collective layoffs, when
older workers by agreement may choose to be laid off. In these cases no
penalty should be imposed.

Recommendation

3 The current penalty of loss of benefits for up to six weeks for voluntarily leaving a job should be
retained. “Just cause’ for leaving a job voluntarily should be clarified and publicized, and

“inverse seniority’” in a collective layoff should be included as just cause.

The requirements that recipients be engaged in job search and
available for work are critical in that they determine whether a claimant
is considered to be unemployed or to have left the labour force.
Enforcement of the requirements should be conducted in a humane,
reasonable and intelligent manner, and those attempting to start a
business should not be disentitled on the grounds that they are not
available for paid employment.

Recommendation

3 Job search and availability for work should continue to be essential elements in the

Unemployment Insurance program.

e Criteria regarding what constitutes suitable employment should be made explicit to clients.
* The kinds of jobs claimants are required to search for should be continuously adjusted in light

of the local availability of “‘suitable’ jobs.

7#% * Job search and availability requirements should be waived in instances of sickness and
maternity, temporary layoff with assured recall, jury duty, approved training programs, and

approved plans to start a small business.
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Chapter 9: The Self-Employed
This chapter addresses the issue of self employment and deals in some
detail with the issue of fishing benefits.

There would be almost insurmountable obstacles to providing
protection to all categories of the self-employed. In cases where the
individual can create the conditions which permit the collection of
benefits, as the self-employed can, the degree of moral hazard presented
is incompatible with Unemployment Insurance. A spouse who works on
salary for a self-employed person, however, should not be excluded from
coverage, except in jurisdictions where the spouse is treated as a partner
under family property law.

Recommendation

32

Unemployment Insurance coverage should be extended to persons married to and working for
the self-employed, in jurisdictions where under family property law spouses of business owners
are not treated as partners in the business and where they are paid a salary subject to income tax.

Self-employed fishermen were included under the umbrella of
Unemployment Insurance by a special amendment of the Act in 1956.
The purpose was to provide income support to self-employed fishermen,
particularly on the Atlantic, and to the many coastal communities that
depend upon the fishery for their survival. But the fishing benefits
program has problems stemming from the nature of the program, its
inherent administrative difficulties, its inadequacies in meeting the
needs of the fishermen whom it was intended to serve, and the obstacles
that it presents to processors who need a greater supply of fish during the
latter part of the season. Unemploymcnt Insurance is neither 1ppropr1ate

Recommendation

33

“Part V Fishermen’s Regulations’’ should be amended to establish a five-year maximum deadline
for phasing out the eligibility of self-employed fishermen for Unemployment Insurance.

e During this five-year period, eligibility for special fishing benefits should not be extended to
any new fishermen. Current Unemployment Insurance beneficiaries should be permitted to elect
to receive a weekly payment during their off-season, calculated on the basis of their average
entitlement over the preceding five years rather than on the current schedule of benefits.

e During this five-year period, the federal and the provincial governments involved in the fishing
industry should develop and implement an income supplementation plan for all workers in
relation to their need, with resources at least equivalent to those currently available for
Unemployment Insurance benefits to self-employed fishermen.
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Chapter 10: The Reform of Program Delivery

This chapter provides a range of proposals for improving the administra-
tion of Unemployment Insurance. They include fundamental changes in
the structure of the organization and other changes that could be
adopted even without the proposed reorganization. Although nominally
independent, the Canada Employment and Immigration Commission is a
federal body subject to the guidelines of the Treasury Board and to the
personnel policies of the Public Service Commission. The two Commis-
sioners who represent employers and employees exert minimal
influence. Those who pay most of the costs through premiums have an
insignificant role in the management of the program. The delivery of
service appears to be directed more to serving the needs of the system
rather than to responding to the needs of the clients. In short, the
Commission lacks autonomy, power and authority.

Recommendation

3 A new autonomous organization, the Unemployment Insurance Commission, should be
established to be the mechanism for delivering Unemployment Insurance and employment

services, and it should operate at arm’s length from the government.

Throughout the report, the need has been stressed for the federal
government to assume leadership in the development of a comprehen-
sive human resource development strategy. A revitatized Department of
Employment and Immigration should have a broad mandate for that
strategy. Whether or not all of the existing programs and functions
related to human resource development are allocated to this depart-
ment, coordination of these initiatives is essential.

Recommendation

35 The remaining Department of Employment and Immigration should be revitalized, with a broad

mandate for human resource development.

The new Commission should function at arm’s length from
government, while operating subject to a revised Unemployment
Insurance Act that would limit its discretion with respect to the basic
features of the program and the appeal process. It would not need
parliamentary appropriations, since it is proposed that it be financed
entirely from premiums.

Recommendation

36 The new Unemployment Insurance Commission should be established as a parent Crown

corporation under Schedule C, Part II, of the Financial Administration Act.

In order to provide an administration that will operate at arm’s
length from government, a board of directors with wider representation
of employers and employees than at present should be appointed. This
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board would balance the interests of the employers and employees who
jointly fund the program.

Recommendation

57 ° The boafglmqf directors of the new Une_mployment lns»u_rigc_sy(:ommission should consist of
between 13 and 21 members, and a majority 0f members should be selected equally from labour
and from employers.
° These appointments should be made by Order in Council upon consultation with interested
groups and for a fixed term of three years, with one-third of the board eligible for replacement
and reappointment every year.
e The board of directors should be responsible for selection of the chairman of the board and of
the chief executive officer.

It is essential that the administration of the program be more
responsive to the needs and concerns of employers and employees, and
that the current imbalance between a massive impersonal bureaucracy
and the individual claimant be redressed.

Recommendation

%8 The legislation enacting the Unemployment Insurance Commission should grant it full authority
over the implementation of the program and responsibility for the delivery of services.

It is difficult to avoid the conclusion that public access to the
Unemployment Insurance program has low priority, since there is
widespread criticism of the lack of information provided to employers
and employees on all aspects of the program. There is considerable
public frustration over the difficulties of obtaining answers to questions
and even of contacting the staff, whether in person or by telephone.

Recommendation

39 The Unemployment Insurance Commission should do more to inform the public, employers and
employees about the program in general; about the requirements of the law, regulations and
appeal process; and about the rights and responsibiliti/gs of claimants and appellaqts.

o hvevele € g ccpmenbic

Rules of implementation used to deliver the program are sometimes
found in the Act or the regulations, and sometimes in administrative
policies or the decisions of umpires. It is the intent of the proposed
changes to give the new Commission responsibility for the rules that are
to be adopted in order to deliver the program. Existing rules need careful
examination and evaluation. Deadlines for filing claims, for example,
have important implications in terms of lost benefits. It is not clear what
circumstances constitute “‘just cause for delay” and would allow a claim
to be antedated. The onus of proof of qualification for benefits is placed
on the claimant rather than this onus being on the Commission. The
current rules and procedures governing appeals require the claimant to
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provide evidence, but give no clear guidance regarding the nature of the
evidence required or what constitutes “‘just cause.”

Claimants should be expected only to show that they have met the
basic requirements for eligibility. If their request for benefits is denied,
the onus should then be on the Commission to show justification for that
decision. Furthermore, the Commission should provide reasonable
assistance to the claimant in preparing the argument to support his or her

claim:
Recommendation !
40 All rules used to deliver the Unemployment Insurance program, particularly those related to

filing deadlines, onus of proof and the standard of evidence, should be evaluated. Claimants
should be provided with reasonable assistance in marshalling the facts necessary to support their
case.

The legislation establishing a reformed Unemployment Insurance
program and an autonomous Commission should reflect the simplicity
and clarity requested by clients, and should permit the flexibility
required to respond to the changing needs of the unemployed and to
economic changes. It should identify the purpose of the program and the
mandate of the Commission without attempting to foresee every possible
eventuality. The role and nature of the Unemployment Insurance
program and the major features of the benefit structure should be
specified, but detailed rules of implementation should be left to the
discretion of the Commission.

Recommendation
>,\<41 The new Unemployment Insurance Act should clearly identify the objectives of the
/ Unemployment Insurance program, its nature and scope. Specific references should be made in
the Act to:
* the principles that constitute the basis for setting premium rates and benefit levels;
* the principles that determine what is unemployment under the Act (including the interruption
of earnings);
* the concept of voluntary and involuntary unemployment (including availability for work);
e the principles that determine what earnings are insurable; and
* the rights and obligations of claimants, including the right to appeal.
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The present Act confers wide powers upon the Commission. The
Commission has, for example, the power not only to impose administra-
tive penalties but also to lay charges against the same individual or
company for criminal prosecution. It has powers of search and seizure
and is not obligated by law to give clients sufficient notice to allow them
time to examine the documentary evidence assembled by the prosecu-
tion,

Recommendation

44. 1 The Act should narrowly define the powers of enforcement of the Commission consistent with
the guarantees prescribed in the Canadian Charter of Rights and Freedoms and ensure that they
are necessary to the essential purposes of the program.

Because Unemployment Insurance is a compulsory program
financed by a payroll tax, the public interest requires that the autono-
mous Commission be financially accountable and that certain rules to
that end be specifically laid down in the Act.

Recommendation
44. 2 The Act should ensure normal standards of accountability to Parliament for the new
Unemployment Insurance Commission. Specific references should be made in the Act to:
¢ the permissible scope of its activities;
* the exercise of its power to borrow to finance a deficit in its fund;
* the investment of surplus funds in goverment securities;
e the accumulated rights and benefits of present employees; and
¢ the manner in which its power to set premium rates and vary designated features of the benefit
structure should be exercised.

Unemployment Insurance, as a social insurance program, is
essentially a pooling of the risk of the financial loss arising from
unemployment, and is appropriately financed from contributions made
by those sharing in this risk. As an insurance against the loss of wage
income, it provides benefits as a right only to those who are insured. It
therefore follows that the cost of benefits to individuals and the related
administration costs should not be borne by the public purse, but
entirely by those who are eligible to receive benefits.

Recommendation

45 The reformed Unemployment Insurance program should be financed entirely by premiums.
Human resource development programs, earnings supplementation and other labour market
programs should be delivered separately from the Unemployment Insurance program and should
be financed from general government revenue.
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The mode of allocating premiums between employers and
employees reminds both parties that the system of insurance, though
essential, has a cost and that each party has a share in it. An equal
allocation would underline the equal importance of employers and
employees in determining administrative policies.
Recommendation

Unemployment Insurance should gradually move toward allocating premiums to employers and
46, 1 employees on a 50:50 basis.

A federal transactions or value-added tax has implications for the
collection of premiums because the premiums of employers could be
assessed on the basis of total value added rather than total insurable
payroll.

Recommendation

46 2 The calculation of the employer’s share of Unemployment Insurance premiums should be
° reviewed if a value-added tax is introduced.

In setting premium rates, sudden increases in premiums in times of
increasing unemployment and higher rates during the initial years of
recovery have a destabilizing impact upon demand. The current practice
is to set the rate on the basis of a three-year moving average. But
economic cycles are irregular and formulas prescribed by legislation are
seldom in tune with reality.

Recommendation

4-7 The proposed Unemployment Insurance Commission should be given the power to alter benefit
or premium levels within given parameters defined in the new Act.

Separating the Unemployment Insurance Commission from the
current Department of Employment and Immigration raises the question
of where employment services should be placed. There is agreement that
services to the unemployed should be provided from one office. That
office should provide information regarding claims and should offer
assessment and counselling services. It appears reasonable to integrate
the job listing and referral system with these services. These services
should be available to all of the unemployed, and should not be confined
to those in receipt of benefits.

Recommendation

48 The new Unemployment Insurance Commission should continue to assume responsibility for
employment services (including job placement, assessment and counselling services) for all of
those who are unemployed, including those who are not receiving Unemployment Insurance

benefits. An evaluation of the placement services should be undertaken and this function should
either be revitalized and refocussed or cancelled.
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Government reorganization is disruptive to clients and to the staff.
While the separation of the Commission and the Department is an
essential and fundamental change, the subsequent dislocation and
potential problems of communication or duplication of services should
be minimized.

Recommendation

49 Staff of the new Unemployment Insurance Commission and the federal department delivering
other human resource development programs should be co-located in the existing network of
Canada Employment Centres.

The Commission is a massive organization with some 28,000
employees. The size and level of the staff at both national and regional
headquarters are out of proportion to the nature and value of the services
that they perform. It would appear that a significant reduction in the
number of staff could be achieved.

Recommendation
A significant reduction should be made in the number of staff at national and regional

50 headquarters.

The Record of Employment supplied by the employer is the source of
information required to determine the appropriate rate and period of
benefits for a claimant. Errors in that form are the main cause of over- and
underpayments of benefits, and of delays in processing claims.

Recommendation
5 The Unemployment Insurance Commission should investigate the use of a simplified wage
request or wage record system to replace the current Record of Employment system.

Currently, an automated, comprehensive tracking system monitors
the magnitude and causes of incorrect payments. It is designed more to
determine the probability of fraud than to identify individual cases.
Performance measurement is based on number of cases, not on dollar
values or significance of cases. There is limited access to information on
clients that is in the possession of other departments and agencies of
government.

Recommendations

52 Benefit control systems should be established which cross-check data on claimants with data in
other relevant government files. The Unemployment Insurance Act should be amended to permit
overpayments to be recovered through offsets against other amounts owing to claimants from the
goverment (e.g., income tax refunds).

53 The investigative effort of the Unemployment Insurance Commission should be focussed and
improved, and cases of organized fraud should be given more attention. Performance
measurement in this area should be based on dollar values in addition to the number of cases.
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Conclusion

The changes to the Unemployment Insurance program, and the
recommendations for an earnings supplement and other economic and
human resource development programs in this report, are radical and
will be controversial. It will take courage to adopt them and will take
time before they can be fully implemented. The Commissioners are
acutely aware of how disruptive changes may be both to individuals and
to regions. Time must be permitted for full assessment of the conse-
quences, for monitoring new developments, and for introducing
modifications as circumstances change.

But there are other reasons why time is needed. Some of the major
recommendations are closely interrelated. The proposed phasing-out of
regionally extended benefits and of fishing benefits is dependent upon
the introduction of an Earnings Supplementation Program. These
proposals and the other initiatives in the human resource development
strategy require consultation with provincial governments and federal-
provincial agreements.

The proposed new autonomous Commission and the reorganization
of the current Canada Employment and Immigration Commission will
also take time, not only to implement the proposed changes but also to
allow those affected to adjust to the changes. For these reasons it is urged
that a transition period of four or five years be allowed in order to phase
in proposals where time for adjustment is deemed to be necessary.
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Commissioner Roy F. Bennett

Annualization

The Annualization concept should not be adopted unless appropriate
income supplementation programs have been developed and agreed to
by all provinces. In the meantime the existing Unemployment Insurance
program should be continued with some modification whereby
regionally extended benefits are progressively phased out and replaced
with expanded training programs, long-term job creation initiatives and
other programs which facilitate and encourage labour force participa-
tion.

Part-Time Workers

Recognizing that a high percentage of part-time workers are students,
retirees and workers who have other full-time employment, coverage
should not be extended to those working less than 15 hours a week until
further analysis indicates that the majority of those affected desire this
protection

Cumulative Employment Account

Recognizing the complexity and administrative implications of the
proposed Cumulative Employment Account, it would appear preferable
to base entitlement strictly on age (subject to a minimum qualifying
period in the labour force) provided such an approach is acceptable
under the Canadian Charter of Rights and Freedoms.

Pensions

The proposed change in the treatment of pensions, as with all changes
which have significant implications, should become effective one year
after the relevant regulations are published.

Labour Disputes

A worker should no longer be considered involved in a labour dispute
after: (a) a collective agreement has been signed; and (b) the unit or
department in which the worker was employed at the time the strike
commenced either resumes work or ceases to exist.

In the case of a worker who is not directly involved in a strike but
who is laid off as a result thereof, Unemployment Insurance benefits
should be paid provided that: (a) the claimant is not employed by the
same employer as those who are on strike; or (b) the claimant does not
contribute to the same strike fund.

In a situation where a worker is disentitled because of a labour
dispute, then takes another job and is laid off, that worker should be
eligible for Unemployment Insurance on the basis of the second job only
in those instances where either: (a) the strike is over at the time of layoff
from the second job, or (b) the striking worker has held the second job
for at least 10 weeks.




Commissioner Guylaine Saucier

The rule that for Unemployment Insurance purposes a labour dispute is
considered over when 85 percent of employees have returned to work
should be retained. In the case of a worker who is not directly involved in
a strike but who is laid off as a result thereof, Unemployment Insurance
benefits should be paid provided that: (a) the claimant is not employed
by the same employer as those who are on strike; or (b) the claimant does
not contribute to the same strike fund.

CommiissionersF.J. Soboda and J.J. Munro

It is our firm belief that the program is basically sound and needs only to
be improved and strengthened to allow it to serve its purpose in a less
complicated and more equitable fashion. Our points of departure from
the other Commission members are fundamental:

© We do not believe that cuts in the program are warranted.

© We cannot support massive cuts in benefits for those workers who
are most in need of the economic security that ur provides — those
who are unable to maintain full-year employment.

© We believe that the proposal to eliminate regionally extended
benefits is an economic disaster in the making for Canada’s
weakest local economies.

¢ We believe it is a serious mistake to sever the link between ur
funding and benefits and the rate of unemployment.

The ut program has already sustained a series of cutbacks and restrictions
over the past decade. The cutters and retrenchers have had their day. It is
time now to refocus the program on its basic purposes and on the needs
of the people it is supposed to serve.

It is recommended:

® that the link between the duration of benefits and the local
unemployment rates be maintained (regionally extended
benefits);

°® that the minimum entrance requirement of 10 weeks be extended
to all classes of claimants, including those for sickness, maternity,
and parental benefits;

o that the maximum benefit period be increased from 50 to 71
weeks;

o that the two-week waiting period remain for regular benefits, be
reduced to one week for sickness benefits, and be eliminated
entirely for maternity and parental benefits;

® that payments of benefits be guaranteed within one week of
application;

¢ that the level of insurable earnings be established yearly at 125
percent of the eight-year moving average earnings;

® that the benefit rate be increased to 663 percent;

e that all pension income, severance and vacation pay be excluded
from the definition of earnings for ui purposes;

¢ that the present exclusion from coverage of persons over age 65 be
eliminated;
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that the maternity benefit period be 17 weeks, that the 2-week
waiting period be eliminated, and that parental and adoption
periods be 24 weeks;

that part-time workers be eligible for vl if they have a minimum of
six hours a week of regular employment;

that the denial of benefits to workers involved in a strike be
confined to workers actively on strike, and not extended to others
who refuse to cross their picket lines;

that employees who are locked out by an employer be eligible for
benefits;

that the ul regulations, procedures and adminijstration be
simplified to enable claimants to file applications and obtain their
rightful benefits more easily and quickly; and

that if the above recommendations are adopted, tripartite
financing, with equalization of premiums between employers and
employees, be maintained.










