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INTRODUCTION TO SERIES

This is the first of six volumes being published by the Institute of Intergovern-
mental Relations related to the Canadian social union. Three of the volumes,
including this one edited by Tom MclIntosh, are based on case studies of how
Canadian governments manage intergovernmental relations in three particular
areas of social policy. The othier three volumes examine the way in which dif-
ferent federations handle these same three areas.

The work for this series began in 1997, well before the 1999 signing of
the Social Union Framework Agreement. Even at that time, it was clear that, as
a result of the substantial cuts in federal cash transfers to the provinces, anew
set of relationships was going to be required between federal and provincial
governments in order to improve both the quality of social policy in Canada
and the health of the federation.

In conceiving of the volumes for this series, two considerations were
paramount. The first was that there was relatively little empirical literature on
the way in which federal and provincial governments relate to one another, as
well as citizens and interest groups, in designing and delivering social policies
and programs. Yet it is at the level of programs and citizens, as much as at the
level of political symbolism and high politics, that the social union is in prac-
tice defined. To help fill this knowledge gap, we thought it appropriate to design
a series of case studies on the governance of Canadian social programs. And to
ensure that the results of the case studies could be compared to one another,
the Institute developed a research methodology that authors were asked to take
into account as they conducted their research. This methodology built on earlier
work by Margaret Biggs in analyzing these governance relationships from the -
perspective of their impact on policy, federalism, and democracy.
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The second consideration was that Canadians were insufficiently aware
of how other federations handle these same kinds of social program relation-
ships. As a result, we thought it important to recruit authors from other
federations who could explain the governance of social policy in their countries.

While the research for these volumes was under way, a series of round
tables (nine in total) was held. Those invited included officials from provincial
and federal governments, representatives from stakeholder groups, and indi-
viduals from the research community. The purpose of these discussions was to
review and comment on the Canadian and comparative case studies. I thank
the numerous participants in these events for helping the authors and editors
with their work.

This series received financial assistance from the federal government
and the governments of New Brunswick, Ontario, Saskatchewan, and Alberta.
An advisory committee, which included officials from these ‘same jurisdic-
tions as well as from academe, assisted in the development of the project. In
fact, it was this committee that helped in the selection of the three social sec-
tors that are the subject of this series: labour market, health, and disability.

The 1999 Social Union Framework Agreement is open for review early
in 2002. The agreement states that this review process will “ensure significant
opportunities for input and feedback from Canadians.” It is hoped that this
series will constitute a significant input to that process.

Harvey Lazar
General Editor
Social Union Series
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GOVERNING LABOUR MARKET POLICY:
CANADIAN FEDERALISM, THE SOCIAL
UNION AND A CHANGING ECONOMY

Tom McIntosh

INTRODUCTION

The last two decades have seen significant changes in the realm of labour mar-
ket policy in Canada, both nationally and within individual provinces. The
* 1980s and 1990s were an era of profound economic restructuring within both
the public and private sectors. Those economic transformations have simulta-
neously driven and resulted in political realignments that have marked the retreat
from a political economy based on Fordist strategies of capital accumulation'
and Keynesian social welfare policy.

Part and parcel of these transformations has been a rethinking of the
role of the state in capitalist societies characterized by a renewed commitment
to economic liberalism, deregulation, and debt reduction. In the Canadian ex-
_ perience with this emerging political economy there has also been a discernible
reordering of the federal system. Canada, already “one of the more decentral-
ized federations,”? has clearly moved toward ever greater levels of
decentralization.® Some will see this further decentralization as but another
element of the neo-liberal (or neo-conservative, if you will} dismantling of the
social safety net. But, decentralization is no more inherently “conservative”
than centralization is by its nature “progressive,”* What matters more is the
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specific nature and content of any particular move to centralize or decentralize
decision-making with regard to social policy.

In the realm of labour market policy, analysis of the changes over the
last number of years is further complicated by the fact that, as a public policy
tield, labour market policy sits (sometimes uncomfortably) at the nexus of so-
cial and economic policy. It is as much one as it is the other and as such finds
itself doing double-duty (and sometimes serving more than one master).

As the economic and political context of labour market policy has been
transformed, so too has the very nature of work in western nations. The stable,
life-long job of the past is now increasingly less common as work has become
increasingly contingent, income levels more polarized, and the labour market
increasingly fractured.® At the level of the individual citizen, entry, attach-
ment, and re-attachment to the labour market is a markedly more perilous aspect
of their day-to-day lives. Admittedly, the so-called “golden era” of low unem-
ployment, sustained economic growth, and citizen optimism was surely less
rosy than appears at first glance and, if truth be told, really only lasted from
the 1950s until the early 1970s. But at the same time, that does not mitigate the
depth of the transformation that has taken place in the last couple of decades,
at least in the minds of the Canadian public.®

The four papers that compose the heart of this volume consist of a gen-
eral overview of what can be termed the “political landscape” of labour market
policy and three case studies of specific elements of labour market policy; how
it has changed and how it “measures up” in terms of the practice of federalism,
the meeting of policy goals, and democratic participation and oversight. These
case studies discuss critical issues for policymakers, citizens, and political
actors, including alternatives with the potential to increase social cohesion and
create more effective governance regimes within the particular policy areas.
They do not, of course, cover the entire realm of what can be said to constitute
“labour market policy,” but they do cover some of the most important areas
both in terms of impact on citizens and dollars spent by governments. Thus,
taken together, the studies provide a compelling portrait of labour market policy
governed in an often contradictory and sometimes highly problematic manner.

The purpose of this chapter is to draw out, and hopefully crystallize,
some of the lessons that can be learned about the changing nature of labour
market policy in Canada as illustrated in the chapters that follow. The focus
throughout the three case studies is on how labour market policy is governed
in Canada, which means that the authors are essentially concerned with the
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intergovernmental aspects of that governance. Yet federalism, despite its per-
vasive nature in Canadian political and economic life, is not the authors’ only
concern. Equally important is an understanding of how specific pelicy measures
meet or do not meet specific policy goals and also how that policy meets the
requirements of transparency and accountability within a democratic social
order that is supposed to give serious voice to both the citizens and their repre-
sentatives in creation and oversight of public policy.

A SHARED METHODOLOGICAL FRAMEWORK

‘The case studies involve detailed analyses of: passive [abour market measures
in the form of income support to the unemployed (as characterized by the in-
teraction between the federal government’s Employment Insurance program
and the provincial social assistance systems); the restructuring of active la-
bour market measures (as characterized by the recent implementation of the
Labour Market Development Agreements between Ottawa and nine provincial
and three territorial governments effectively devolving active measures to the
provinces); and the ongoing evolution of policy aimed at youth and facilitation
of the transition from school to the labour market. -

Further, these studies of the transformation of the governance of labour
market policy are themselves part of a larger research initiative undertaken by
the Institute of Intergovernmental Relations at Queen’s University in King-
ston, Ontario. Complementary volumes explore health policy and policy for
. persons with disabilities. All of the studies are meant to explore the changing
nature of governance within the Canadian social union with reference to the
intersection of federalism principles, policy goals, and democratic engagement.
These three sets of criteria were outlined in a working document co-authored
by Harvey Lazar and Tom McIntosh which was meant to provide both back-
ground and methodological guidance to the authors.” In short, the authors were
asked to assess the nature of the current intergovernmental regime within the
specific policy area under consideration and to speculate on possible alterna-
tive regimes that might better maximize federalism principles, policy goals,
and democratic practice.

Lazar and McIntosh’s methodological framework begins by construct-
ing a typology of intergovernmental regimes on the basis of two characteristics
fundamental to any federal system: the degree of independence or interde-
pendence between the two orders of government and the extent to which the
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intergovernmental relationship is hierarchical or non-hierarchical. Using these
characteristics, they identify four types of intergovernmental regimes which
can then be place on the continuum illustrated in Figure 1. The four “regime
types” are as follows:

v Federal Unilateralism: characterized by the use of federal powers in
areas of provincial jurisdiction — an interdependent, hierarchical
relationship.

*  Disentangled Federalism: characterized by each government acting solely
in its own areas of jurisdiction ~— an independent, non-hierarchical
relationship. : '

»  Federal-Provincial Collaboration: characterized by federal-provincial
cooperation — an interdependent, non-hierarchical relationship.

» Interprovincial Collaboration: characterized by provinces acting jointly
in the absence of the federal government — a mutually interdependent,
non-hierarchical relationship.

FIGURE 1
The Continuum of Intergovernmental Regimes
[ = E3 ]
Federal Federal-Provincial  Interprovincial Disentangled
Unilateralism Collaboration Collaboration Federalism
(Fed U) (FPC) (IPC) (Dis)

This continuum is used by Lazar and Mclntosh for two different pur-
poses. The first is to identify the essential characteristics of the way in which
“policy frameworks” are developed among governments. The second is to iden-
tify the way in which governments relate, or do not relate, to one another in
terms of “policy implementation” (everything from the details about policy
design to administration, evaluation and audit), The “map” in Figure 2 captures
the intersection of both aspects of policy-making and the different intergovern-
mental regimes. It should become possible, then, to place specific policy areas on
this map and to ascertain the implications of moving around the map.

Lazar and McIntosh then make explicit the specific criteria for assess-
ing the different intergovernmental regimes in each of the policy areas covered
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FIGURE 2
Mapping Regimes and Policy Areas
|
kS
5
:
3
=
&
3
= Policy Framework
[ | | | B ]
]
M Federal Unilateralism {Fed U)
Y Federal-Provincial Collaboration (FPC)
Interprovincial Collaboration (IPC)
[T Disentangled Federalism (Dis}
1

in the case studies. As argued above, this is an attempt to evaluate the inter-
governmental regime in a policy area with reference to how it reflects on:

Policy Goals and Outcomes

+ redistributive equity

« efficiency

* human development

*  mobility

+ social equity (equality of access and of opportunity)
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Democratic Values and Goals

+ promoting the rights of majorities and minorities
+ effective role for legislatures in decision-making
+ citizen consultation and involvement

+ transparency and accountability

Federalism Principles

+ respect for the formal (legal) division of powers contained in the
constitution

+ respect for the (political) sovereignty of both orders of government

* commitment to legal and political processes to resolve conflicts and dis-
putes and to improve outcomes®

In bringing these three sets of principles together, there are a number of
important considerations which must be kept in mind. First, there are tensions
within each set of principles (e.g., majorities versus minorities). Second, there
are tensions between the sets of principles (e.g., transparency versus
intergovernmentalism to resolve disputes). Third, these principles interact with
each other in a complex manner. Fourth, promoting one set of principles can
affect the promotion of other principles both positively and negatively. And,
finally, how these sets of principles interact with each other may well be spe-
cific to the nature of each policy sector and may vary within each sector.

The authors of the three case studies that follow, therefore, were given
the unenviable task of assessing the trade-offs involved in moving toward any
different kind of governance regime. In other words, is what would be gained
in a new regime worth the risk in light of what might be lost? For example,
what might be good policy might not be good federalism (dependent on the
definition of each). Or, similarly, what might be good federalism might have
the effect of cutting the public out of the social policy-making loop, and thus
contributing to what is now commonly called a “democratic deficit.”

This necessarily leads the authors into making difficult choices between
elements that are each crucial to the reconstruction of the Canadian social un-
ion, namely a respect for Canada’s federal nature, the desire for effective and
attainable policy goals, and democratic oversight of the policy-making pro-
cess. It is all too easy to say that “good policy” is all that matters and all the
public wants. Whatever truth there may be to this, the reality of Canada’s poli-
tics is such that this cannot {and never has been) the only consideration in
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social policy development. If what “works” in policy terms creates untenable
intergovernmental tensions that spill over into other relationships or clearly
violate the constitutional division of power or marginalizes the oversight role
of legislators and citizens, then the very ability of social policy to weave and
strengthen the ties that bind Canadians to each other is compromised. The so-
cial union is and will be about balancing all these elements and about keeping
all these balls in the air at the same time,

In the final analysis, what becomes apparent is that not only are differ-
ent sectors of the Canadian social union governed differently, but that there
are different intergovernmental regimes at work within each sector. Thus, the
authors see different solutions to the governance problems within the various
elements of the labour market sector under investigation. There is no “one size
fits all” governance regime, but there are some important lessons that can still
be derived, not only for each of the policy areas but for the sector as a whole.

THE POLITICAL LANDSCAPE OF LABOUR MARKET
POLICY

Rod Haddow’s overview of the political and institutional landscape of policy-
making in the labour market sector provides an important starting point for the
drawing out of lessons from the case studies. If it is true that the Canadian
political system is dominated by the executive branches of government, then it
appears that the realm of labour market policy is even more executive domi-
nated than other areas of social policy. And this is further complicated by a
division of responsibilities in the sector that leads to a large degree of inter-
governmental negotiation — negotiations that tend to take place between federal
and provincial executives. Thus, the lead role in policy-making is played by
ministers and senior bureancrats while legislatures, legislative committees, and
the public have only limited influence over the direction of labour market policy.
At the same time, individual Members of Parliament (MPs) and governing party
caucuses are, at times, also important in shaping particular elements of labour
market policy, especially around passive measures such as income support.
As such, labour market policy is perhaps much more directly “political”
{(in the broad sense) than other policy realms. The reason for this is relatively
straightforward. Though policy analysts, economists, and political scientists
talk about “attachment to the labour market,” citizens talk about “what one
does for a living” — with living being the operative word. Insofar as what
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one’s job is, for most people, an integral part of both their self-identity and the
manner in which they interact with the world around them, then government
policy that affects “the supply and demand for labour as well as the labour
process itself™ is integral to one’s life as a citizen. This is a relationship that
persists even in the negative, for those who are not attached to the labour mar-
ket (who do “nothing” for a living) are every bit a concern of labour market
policy (or should be) as those with strong, long-lasting attachments. Indeed,
those with strong, stable ties to the labour market may be the people about
which labour market policy is least concerned.

As is evident from Haddow’s analysis, one of the striking features of
Canadian labour market policy and policy-making is the extent to which it
seems to have been in an almost constant state of flux over the past decades.
As political and bureaucratic pressures reshape elements of pelicy in response
to specific political demands, the success of experiments to invest in broader,
deliberative bodies with greater input into the labour market policy process
have met with, at best, limited success. At the same time, the wider economic
transformations spoken of above serve not only as an impetus for change in
the direction of labour market policy, but also tend to reinforce the privileged
positions given to both political and bureaucratic executives and to business as
noted by Haddow. To some extent, then, this further distances other voices
from meaningful input into such a debate (e.g., legislative committees, tripar-
tite organizations, equity groups, organized labour, and the general public).

The irony that arises out of this is that despite the centrality of labour
market policy to the day-to-day lives of the citizenry, the general public ap-
pears not to have well-articulated views about the direction that policy is or
should be taking. The explanation for this may lie in the very breadth of what
constitutes and influences labour market policy within Canadian society. The
controversy over Aboriginal rights in the wake of the Marshall decision is not
just about the enforcement or extent of a legitimate treaty right, but, in the
eyes of many non-Aboriginals at least, is also about the ability to remain em-
ployed in what may or may not be a sustainable industry. Thus, what Aboriginal
leaders see as a “rights claim with labour market implications,” non-Aborigi-
nal individuals may see as a “labour market issue with rights implications.”!

The pervasiveness of labour market policy issues and their overlap with
a wide variety of other policy areas, however, does not mean that the Canadian
public does not have some clear opinions about at least some aspects of labour
market policy. Unemployment remains a consistent concern of the public, but
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that concern is not necessarily focused on or cognizant of the interrelationship
between the goal of creating sustainable “good” jobs and other areas of labour
market policy. As Haddow points out, there is a consistent level of dissatisfac-
tion with government policy in the field of job creation (either direct or indirect),
but that does not translate into support for improved training programs or a
more coherent structuring of income support. Indeed, with respect to the lat-
ter, the opposite may be true. Support for workfare programs remains high in
various parts of the country despite the limited evidence of their effectiveness.
This support may in fact reflect a significant hardening of attitudes toward the
disenfranchised by those whose own relationship with the labour market is
precarious. Thus, it appears to be the case that the public’s awareness of and
concern about labour market policy is essentiaily policy/program specific and,
as aresult, can be contradictory. This “confusion,” then, may tend to give those
with significant influence over labour market policy a freer hand than might
otherwise be the case.

In the final analysis, Haddow makes three important points about the
political and institutional landscape of the sector that bear heavily on the analy-
sis found within the case studies. The first is that the field, regardless of the
changes of late, remains dominated by the political and bureaucratic execu-
tives within the federal and provincial governments. Second, that policymakers
have begun to privilege active measures over passive measures (e.g., income
support) and to make those active measures more responsive to the needs of
the market. Third, that there has been, with regard to active measures, an im-
portant degree of decentralization within the federation with the provinces
taking up increased responsibilities in this field. All of this points to an emerg-
ing terrain for labour market policy that is significantly different than was the
case two decades ago. What becomes evident in the case studies that follow is
that the themes articulated by Haddow resonate, to varying degrees, through-
out the analyses.

INCOME SUPPORT FOR THE UNEMPLOYED

The first of the studies examines the interaction between the federal govern-
ment’s employment insurance (EI} system and provincial social assistance
regimes, both historically and in light of recent changes to each, Authors Gerard
Boychuk and Tom Mclntosh make a number of observations about these
changes. First, the 1996 EI reforms, which drastically curtailed program
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coverage, occurred at the same time as many provinces restricted social assist-
ance access. Second, provincial social assistance rolls are increasingly
composed of the long-term unemployed. Third, there is serious lack of con-
crete information about the interaction between these programs as a result of
the simultanecus contraction of eligibility in each. As a result, there may be a
group of people who have been “off-loaded” from both EI and social assist-
ance who exist in a policy vacuum between these two programs and that the
composition of this group “in the middle” is not immediately discernible."
Finally, the available data do not make clear the extent of the gap between the
programs or how it affects individuals in terms of their ability to sustain
themselves.

In assessing the current state of governance, the authors conclude that
the governance of income support is essentially disentangled both at the policy
framework and policy implementation level. However, the impact of this dis-
entanglement is at best “unclear” and at worst constitutes a serious policy
vacuum in the area of income support, which points to significant transpar-

_ency and accountability probiems. Thus, those caught “in the middle” have no
institutional champion to protect their interests and risk being marginalized
until they are destitute enough to qualify for other forms of social support.

In rethinking the governance regime, the authors posit possible ways to
reorganize income support for the unemployed, but also point to the challenges
this would involve. For instance, the centralization of income support for the
unemployed with one order of govetnment, either federal or provincial, might
serve to alleviate, but likely not completely eliminate, the problem of the people
in the middle.'? Less radically, the authors argue that, in the first instance,
there is a need to take seriously the commitments found in the Social Union
Framework Agreement (SUFA) concerning the sharing of information and de-
velopment of comparable measures in order to understand the real nature of
the interaction between programs. It needs to be recognized that policy solu-
tions can only be seriously developed in light of reliable knowledge about the
composition of the group that currently exists in the middle — how many of
them are in acute need, how many need other kinds of support to re-enter the
labour market, how many have moved easily back into the labour market, etc.
But the authors also make clear that the amount of intergovernmental collabo-
ration needed to undertake the detailed analysis of who the people in the middle
are along with their levels of need is quite high, but, at a minimum, the authors
argue that-this should be a priority..
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The possible centralization of income support for the unemployed with
one order of government could, the authors argue, lead to a more coherent
integration of programs insofar as it would call into question the distinction
between the short-term unemployed (i.e., EI recipients) and the longer term
unemployed (i.e., an increasingly important component of the social assist-
ance case-load). Moving EI to the provincial level would, though, necessitate
a significant reordering of equalization payments in order to maintain compa-
rable levels of benefits across the country which, at first blush, could be
politically controversial. The authors note, however, that the current EI system
already functions, in a covert way, as a means of equalization and that a pro-
vincial EI system funded in part by equalization would amount to making the
covert more overt. Moving social assistance to the federal government makes
sense insofar as the federal government is perhaps best-suited to the efficient
and effective passive redistribution of income on a Canada-wide scale and with
national standards. This would make the most sense in the context of a federal
move to create a “negative income tax” or “guaranteed annual income” pro-
gram which is not, however, on anyone’s political agenda.

In either case, there are also political obstacles to such a move. The
federal government’s reliance on the EI surpluses to balance their budgets in
recent years makes it unlikely that Ottawa would see much in the way of a
political pay-off in giving up such a large source of government revenues. At
the same time, social assistance has, in effect, become the “orphan” of the
social union — the programs are not popular with the public and to the extent
that they have been the focus of policymakers of late it has been in the context
of restricting access and reducing benefits. Outside of fully integrating social
assistance into a single income support program, there is simply little incen-
tive for the federal government to add that clientele to its social policy agenda.

Whatever transparency, accountability, and democratic gains would be
realized by making income support for the unemployed the responsibility of
one order of government, then, appear to be outweighed by the political obsta-
cles to such a move. Thus, the more immediate and realizable goal, in the short
term, is to take the commitments contained in the SUFA around information-
sharing and the development of comparable measures at face value and begin a
serious evaluation of how these two programs interact. Such efforts might in-

- crease the transparency around each of the programs and could be a step toward

greater public understanding of the nature and limits of passive income sup-
port. Thus, the essential division of responsibility would remain more or less



12 Tone McIntosh

unchanged, but there would be a significant degree of collaboration and
information-sharing at what Lazar and McIntosh call “the framework” level.!®

The risk of intergovernmental collaboration is always that such collabo-
ration tends to obscure transparency and accountability while leaving decisions
to either political or bureaucratic executives. Yet, the labour market policy sec-
tor is already dominated by political and bureaucratic executive decision-making
and the kind of information-sharing called for by the authors, when made pub-
lic, could prove beneficial in initiating a serious debate over the future of income
support for the unemployed.

LABOUR MARKET DEVELOPMENT AGREEMENTS

Concurrent with the restructuring of passive income support for the unem-
ployed, a process of devolving responsibility for active labour market measures
from the federal government to the provincial governments has been underway
for the past few years. This has resulted in 12 bilateral agreements between
Ottawa and individual provinces and territories (all except Ontario have con-
cluded agreements) in which Ottawa steps out of the delivery of active measures
in many provinces, while maintaining a degree of oversight and monitoring
responsibility, o
Tom Klassen’s study of the Labour Market Development Agreements
(LMDAs) poses particular challenges insofar as the LMDAs are relatively new
agreements which are only now being fully implemented. Thus, the contours
of the new governance structure for active measures are not entirely clear. That
said, the analysis points to some interesting issues concerning the future of
active labour market measures. In the first instance, there are important differ-
ences in the kind and extent of devolution negotiated between Ottawa and
individual provinces yielding a somewhat asymmetrical governance regime.
Thus, the degree of collaboration is high on operational matters in provinces
with co-management agreements, but less so in those with full transfer-agree-
ments. At the same time, the degree of collaboration on certain strategic issues
- such as eligibility and funding — remains low because the federal govern-
ment retains sole command of these levers, Even bearing in mind the above
point concerning strategic issues, the LMDAs remain examples of significant
levels of intergovernmental collaboration in the sense that they map out a new
framework for the design and delivery of active measures. In the final analy-
sis, the LMDAs are about clarifying roles and responsibilities with regard to
active measures (in effect they are about collaboration in order to disentangle),
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which puts them in line with the spirit of the SUFA, although these bilateral
agreements were negotiated prior to that agreement.

The success of the LMDAs lies, according to Klassen, in their potential
to deliver better policy outcomes to clients. The underlying premise of the
agreements is that the most important labour market for most citizens is the
local labour market and that the closer the government is to that local market,
the better able it will be to tailor policy and programs to the needs of local
clientele. To date this still remains a “potential outcome” insofar as it is still
too early to make a complete judgement on this issue. It is this flexibility in
program design and delivery that will be the ultimate indicator of the success
of the LMDAs,

Yet, even if this potential for better policy is realized, Klassen makes
the case that there are still a number of points of concern. First, although the
accountability mechanisms in place (designed to ensure that the provinces spend
the money transferred to them in a mutually agreed upon fashion) are better
than those that existed prior to the enactment of the Employment Insurance Act
and the subsequent devolution of active measures, they are still seen as rela-
tively weak.!* Second, the LMDAs provide few avenues or opportunities for
increasing citizen engagement in the development or assessment of those poli-
cies. (Again, to be fair, neither did the previous governance regime, but then
the previous regime did not pretend to do so.) Thus, Klassen argues, the poten-
tial exists for rising levels of intergovernmental conflict as provinces demand
increased transfers to cover rising active measure expenditures during a future
recession. The next recession when (and not if) it comes may well sorely test
the ability of the LMDAs to provide a basis for managing intergovernmental
conflict. Finally, the inability of the federal and Ontario governments to reach

- agreement on devolution within that province creates a bifurcation in the realm

of active labour market policy and this could be problematic during an eco-
nomic downturn.

Thus, the LMDA process can be seen as creating (potentially) better
policy in terms of its outcomes, though the process is still too new to be terribly
definitive in this regard. As with income support, the levels of transparency have
not increased significantly and there are still problems with the accountability
regime that need to be addressed.” As such, the new governance regime re-
garding active measures can be seen to be an improvement, but the regime
appears somewhat fragile. Without significant bolstering to the accountability
regime, a recession could well reverse the process and lead to high levels of
intergovernmental conflict over the allocation of scarce fiscal resources. The
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provinces are going to have to be able to demonstrate that there has been a
measurable success in terms of the devolution leading to better policy out-
comes in order to make the case that transfers should be increased to meet
“increased need. This is further complicated by the fact that Ontario (with 37
percent of the country’s population) remains outside this devolved structure.
While the potential gains currently outweigh the potential losses, it appears
that without continued refinement and bolstering those positives could quickly
become negatives. The result could be a situation worse than the status quo
ante — worse policy, strained federalism, and less democratic oversight.

YOUTH EMPLOYMENT AND SCHOOL-TO-WORK
TRANSITIONS

By contrast, the third case study stands out from the other two in some very
important ways. The restructuring of income support for the unemployed, at
both the federal and provincial levels, was instigated to a large degree to meet
government deficit-reduction targets. The LMDA process was initiated with
an eye to reducing intergovernmental tension within the federation (much of it
not necessarily related to policy failures, real as they were, with existing ac-
tive measures). However, the area of youth employment and school-to-work
transitions is one where both orders of government appear determined to main-
tain as high a profile as possible.

The question that immediately arises out of this competition for profile
is where, under the terms of the division of powers, responsibility lies for la-
bour market programs targeted specifically at youth, Of course, in strict terms,
the Constitution Act, 1867 is silent on this, But insofar as education is exclu-
sively a provincial concern and this provides much of the provincial rationale
for involvement (especially with regard to training programs), there appears to
be relatively liitle legitimate room for federal program development in this
area outside a limited number of specialized areas such as Aboriginal youth.

But, as Stephen McBride and Peter Stoyko acknowledge, not all youth
policy is about “training” which can be linked to the education heading of the
Constitution Act, 1867. Rather, youth policy is also about “internships” and
“work experience” programs, often linked directly to government departments,
which can be seen as “generic functions of government.” In this sense, the
federal government has a perfectly legitimate right to target youth, as would
any government. Similarly, the authors note that if it is acceptable for large
corporations or foreign governments to offer scholarships for university to
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Canadians, then why is it inappropriate for the federal government to do so?
The federal government argues that it is “out of the training business” but still
“in the learning business.” The problem, from the perspective of some prov-
inces, is that the line between the two is not terribly clear.

At the same time, the federal government can justify its involvement in
the sector under the “federal spending power” rather than through reference to
a specific section of the Constitution Act, 1867. The courts have long consid-
ered the ability of the federal government to spend money in any area it deems
to be for the general good of Canadians as a legitimate federal prerogative,
however controversial and unpopular it may be with some of the provinces
some of the time.'

What is unclear, though, is how the federal government squares its will-
ingness to devolve active labour market measures in all other areas with its
apparent unwillingness to do so in regards to youth policy. If the federal govern-
ment feels that active labour market measures for Canadians past some arbitrary
(and apparently quite moveable'”) age limit are best designed and delivered by
the provinces, what makes active measures for youth different?

As the study by McBride and Stoyko points out, the important differ-
ence may lie in the fact that youth are a politically popular target group. Concern
about a clientele that constitute “the nation’s future” is always good politics.
As such, the federal government continues to insist on a significant and rela-
tively high profile role in both the design and delivery of youth-targeted
measures. This competition between orders of government to be seen as doing
the most for Canada’s youth has led, the authors argue, to a patchwork of pro-
grams that proliferate in direct proportion to the degree of politicking that goes
on around the issue and, to significant degrees of intergovernmental squab-

- bling in regard to which order of government is best positioned to provide

services.

There is, therefore, a significant degree of what Lazar and McIntosh
call “federal unilateralism” in the policy framework insofar as the provinces
run up against federal spending in, what can generally be conceded to be, pro-
vincial legislative competence.'* At the same time, both orders of government
implement and administer programs with insufficient attention paid to what
the other order of government is doing. According to McBride and Stoyko,
some of this has appeared to change in recent years, but the overall governance
of this policy remains exceedingly complex.

To a limited extent there has been an increase in collaboration — and
even partnership — in some areas of youth employment policy, at least in the
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area of developing frameworks for action. But there is no concensus within the
sector about the nature of the governance regime and the implementation and
delivery of actual services remains pretty much disentangled. Furthermore,
the lines of accountability within the area are obscure at best and the public
has little input info the shape and nature of youth policy (although there is
significant use of “focus group” research in some jurisdictions that is designed
to elicit reactions to and feedback on policy initiatives): The authors conclude,
however, that the overall level of transparency is quite low.

Still, it seems unlikely that the federal government will back away from
its involvement in the youth policy field (regardless of the shakiness of their
case to be there) any time soon. Thus, the authors make the case that the recent
experience with federal-provincial-territorial, multilateral and bilateral agree-
ments around specific issues in this area should provide guidance around which
to structure a future governance regime. Making such collaboration less ad
hoc and more institutionalized would, they argue, go a long way in improving
the transparency and accountability within the regime. Indeed, the kinds of
commitments contained in the SUFA around information-sharing, notification
of policy changes, etc., could well be a first significant step in bringing some
order to the chaos around youth policy. Yet, at best, this is a relatively minor

‘incremental change that is limited by the desire of both orders of government

to have as high a profile as possible in this politically advantageous policy
realm. As such, the gains (however modest) far outweigh the losses under such
a move if only by bringing some level of coordination.

OVERALL CONCLUSIONS ABOUT THE SECTOR

With reference to the intersection of federalism principles, policy goals, and
democratic governance that animated the case study analysis, the following
conclusions can be made with reference to the governance regime within the
labour market sector as a whole. With respect to the principles of federalism it
can be said that income support policy is clearly disentangled between the two
orders of government, whereas active measures and youth policy have been
marked by increased collaboration on framework policy (though with a
persistent competition for profile between the two orders of government in the
youth field), but relatively disentangled in policy/program implementaticn.
Federalism principles are generally well respected, with the possible excep-
tion of federal involvement in the youth policy field — which depends, in part

on how one views the use of the spending power.
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With respect to meeting general social policy goals the studies point to
anumber of key issues: a significant “policy vacuum” in income support; some
“policy failures” in the area of youth policy with regard to overlap; poor coor-
dination between governments targeting the same/similar populations (though
the full extent of such remains unclear); and potential improvements in the
development of active measures policy — the actuality of which is still open to
debate and interpretation (and to some extent dependent on external factors
such as continued economic growth). Overall what the authors see is a general
trend toward increased flexibility within the sector and a strong commitment
to making policy more “market-sensitive” than in the past.

With respect to democratic governance, it is evident that all parts of the
sector show significant room for improvement in terms of transparency and
more complete accountability frameworks. Policy-making is still executive-
dominated with a privileged (albeit informal) status given to business interests
with insufficient room for citizen input on policy development and possibly
continued marginalization of political actors (MPs, MLAs, legislative com-
mittees, etc.).

LABOUR MARKET POLICY IN THE ERA OF SUFA

It needs to be emphasized that the case studies, individually and together, cover
a fairly wide swath of labour market policy. Thus, any attempt to summarize
the findings of the studies will necessarily miss the trees while focusing on the
forest. And still, there are important policy areas and issues that are not dealt
with in the studies and which make the drawing out of lessons or the articula-
tion of governance agendas necessarily tentative. That being said, the SUFA
provides an impetus to try to articulate a future agenda for labour market policy
both in light of recent developments within the specific areas covered by these
studies and with regard to commitments contained within the document itself,

To borrow Noel Lyon’s description of the Charter of Rights soon after
its adoption, the Social Union Framework Agreement can be described as con-
sisting, in the main, of “vague but meaningful generalities.”"* We know it means
“something” but what it means precisely is somewhat less clear. The SUFA
contains a number of commitments about transparency, accountability, and
public involvement, but they are, at this point, deveid of much substance. There
are also somewhat more concrete commitments about working toward devel-
oping comparable measures and analysis of social trends and priorities. What
is missing, though, is any mention of “how” these laudable, and much needed,
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goals gets accomplished. This is not to say that these commitments cannot be
imbued with both meaning and substance, but the agreement provides no con-
crete mechanism(s) through which to do so0.*

[t needs to be kept in mind that the SUFA is an administrative agree-
ment between the federal and nine provincial governments that are its
signatories. It has no force in law and, thus, provides no justiciable sanction
should its commitments not be met. Whatever force it has can be said to exist
only in the political will of the signatories to live up to the agreement and in
the will of the electorate to see that they do. What the SUFA provides for, in
part, is a clarification of roles and responsibilities within the realm of social
policy for both orders of government. It also contains commitments around
information-sharing and development of comparable measures that may also
lead to a clearer understanding and articulation of policy priorities within spe-
cific policy fields. Operationalizing those commitments would give governments
a clearer understanding of the areas in which there is a need for increased
collaboration, the areas where individual governments are best situated for
policy innovation on their own, and a clearer understanding of “best practices”
in other jurisdictions.

Given the analysis presented in the case studies, the SUFA may provide
important guidance in terms of the kinds of intergovernmental relationships
that are envisaged in the case studies, especially with regard to youth policy
and income support issues. To some extent, the LMDAs, though they are pre-
SUFA, already embody the kind of collaborative efforts envisioned by the

- document. Indeed the SUFA bolsters the likelihood that the LMDAs will prove

to be a lasting innovation by preventing the federal government from seeking
to expand its role in active measures. What remains to be seen is whether they
will deliver on the promises their proponents made for them.

Though the alternative governance regimes posited by the authors go
beyond “tinkering at the margins,” they remain clearly cognizant of the degree
of intergovernmental effort that will be required to either improve the existing
regime or continue along the lines already underway. In all cases, what may
appear at first blush to be relatively minor shifts in direction will require a
significant degree of commitment (both in terms of resources and of political
will) in order to accomplish the preferred shift in governance. Again, this speaks
to the political obstacles that present themselves in the formation and develop-
ment of labour market policy. What remains to be seen is whether the SUFA
will take hold as a set of guiding principles around which to carry out the work
needed in restructuring the governance of labour market policy.*



Governing Labour Marker Policy 19

What is clear from the individual case study analysis (and confirmed by
a look at the policy landscape) is that throughout the sector the most pressing
problems seem to be in the areas of accountability mechanisms and the trans-
parency of the policy process. Citizen, client, and stakeholder engagement is,
likewise, a common weakness within the parts of labour market policy under
consideration. '

But when taken together, the case studies implicitly point to what may

- be an even more pressing or immediate concern. There is a tendency for govern-

ments to spend little time examining the manner in which one order of
government’s policies affect those of the other order. The fact that labour mar-
ket policy cuts across the division of powers complicates the analysis of how
policies interact and are interdependent within the sector. This is not to say
that the problems within the sector are all “federalism problems” or that some
of these problems would not exist in a unitary state (because they do). Rather,
it is to argue that Canada’s federal condition further complicates and may ob-
scure problems that might be more readily apparent if the sector fell more
clearly in the realm of just one order of government.

This is most clear in the case of income support and the “group in the
middle.” But it goes beyond the El-social assistance interaction. The “group in
the middle” might still exist in a unitary state, or if only one order of govern-
ment dealt in income support for the unemployed, but their existence and the
extent of the problem is made more difficult to discern given the division of
responsibility in this area. Furthermore, the devolution of active measures to
the provincial governments provides an as yet unrealized opportunity for those
governments to coordinate active and passive measures beyond simply offes-
ing “one-window access” to a range of services.

At the same time, it is admittedly unrealistic to make the complete reor-
ganization of the sector the prime goal of the analysis. What appears to be
needed, though, is for more thought to be given to analyzing and confronting
the interdependencies between federal and provincial policies within the sec-
tor. In a sense, managing those interdependencies appears to be the key to
maintaining the relative independence of each order of government. And it is
this management of interdependencies that can be seen to be part of the process
that drove the adoption of the SUFA by the federal and nine provincial
governments.

Operationalizing the commitments in SUFA seem to require that there
be some prior consideration given to more macro-level analysis. The sharing
of information or the development of mutually agreed-upon comparable
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measures between governments only makes sense if it is done in reference to
“why” comparable measures or more information is necessary. Part of the
answer to that is that in developing similar measures, making cross-provincial
data comparable with federal data, and sharing data intergovernmentally,
governments become better able to both collectively and individually set policy
. priorities and articulate a coherent vision for labour market policy in which
governments at least have a clearer sense of how policy changes in one area
reverberate through other areas.

For example, it is evident that labour market policy has moved increas-
ingly toward making the labour market more flexible and market-friendly in
recent years. But it has done so on a relatively ad hoc basis and with little
" public debate or input about the way those changes interact with each other.
The Social Security Review that first proposed significant changes to Unem-
ployment Insurance and the introduction of “workfare” schemes in some
provinces were each debated within the context of their specific jurisdictions.
Similarly, both the EI reforms and the social assistance reforms have been
publicly justified in terms of the need to make unemployed workers more will-
ing to accept different kinds of work in the absence of receiving benefits. (Yet
it is equally true that the most important “drivers” of those changes were the
deficit reduction agendas of both orders of government.) But neither order of
government was able (or is currently able) to demonstrate how the changes it
introduced affected the policy or programs of the other order of government.
Without that information no amount of “committee hearings” or “public con-
sultation” on a single program will produce a substantive debate on the issue
of income support for the unemployed.”

Similarly, the ability of business interests to maintain their privileged
access to policymakers,” coupled with the historical suspicion with which
organized labour has approached tripartism in the past, contributed to the niti-
mate lack of success with Labour Force Development Boards (LFDBs) in the
1990s. These were intended to provide, to some extent, the kind of priority-
setting analysis that labour market policy has traditionally lacked. What made
the LFDBs unique was that, in some instances at least, they attempted to go
beyond traditional business-labour-government tripartism by including
representatives of other “equity groups” such as women, Aboriginals, and those
who are disabled, in what were conceived as much more truly “corporatist”
and representative bodies. The eventual closure, scaling back, and
marginalization of the LFDBs appear to leave that role currently nnoccupied
and the question is whether the SUFA provides a means through which it can
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be resurrected in some more viable form. It may be the case, though, that such
bodies, if they are to have a hope of persevering, need to rise organically from
below and not be imposed from above by governments or other more powerful
actors. What is necessary is a willingness on the part of governments and other
powerful actors to allow such organizations to rise.

In the first instance, it appears that the appropriate venue for the devel-
opment of policy priorities, and for information-sharing and developing
‘mutually agreed-upon comparable measures, should be through the Forum of
Labour Market Ministers (FLMM). At the very least it would give some kind
of institutional support and impetus for the kind of overarching analysis that
the sector appears to need. Of course, even the FLMM will not cover all as-
pects of labour market policy given the manner in which such policy is spread
across government ministries. Nor, it should be admitted, does the FLMM nec-
essarily provide linkages between labour market policy and other social policy
realms which may be increasingly important in coming years. It may be, how-
ever, an important place to start managing the interdependencies between
governments in the realm of labour market policy.

But a more prominent or reinvigorated role for the FLMM entails risks
for governments. Provinces could well see the FLMM actions in this regard as
an attempt by the federal government to insert itself, through the back door,
into a policy area where Ottawa has only limited jurisdiction. Yet, this need
not be the case and is made less likely given the commitments that provinces
have made to taking on an increased role within the sector. Given that labour
market policy cuts through the constitutional division of powers, it seems ap-
parent that any exercise around sharing labour market information, developing
comparable measures, and possibly even rethinking the specific roles of each
order of government needs to be undertaken, in the first instance at least,
intergovernmentally.

But if the ELMM is to be a vehicle through which labour market policy
becomes integrated into the social union, then some parameters would have to
~ be set around what is and is not its role. The point of information-sharing and
developing consistent and comparable measures is to bring clarity to the inter-
refationship and interdependence of different aspects of labour market policy.
This should allow governments to identify policy priorities within the field. It
* need not lead to policy convergence around “national standards” nor should it
- impinge on the legitimate jurisdiction of either order of government. However,
by clarifying the relationships and interactions between different policies,
~ governments can also identify those areas of mutual concern where it may be
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appropriate to engage in some kind of collaborative action — even in those
areas where the collaboration is designed to clarify more precisely each govern-
ment’s role with regard to a specific policy field.

The goal of such collaboration is not to create mythical watertight com-
partments for each order of government, but to recognize:

the sovereignty of both orders of government as well as the growing interde-
pendence between them ... to give rise to a more democratic process ... [that]
enables citizens to be informed about the relative value of different programs.
And with the expanding need for international governance, the requirement for
national mechanisms to establish and re-establish a sense of national purpose.®

It is arguable that increased intergovernmentalism does nothing to solve
the democratic shortcomings of the policy-making process — shortcomings
that are all too evident in the realm of labour market policy. Indeed, increasing
intergovernmental mechanisms can tend to further distance citizens and legis-
lators from the policy process: the pitfalls of executive federalism do not only
apply to constitutional negotiations.

Yet, as counter-intuitive as it may seem, a heightened commitment to
intergovernmentalism (using the FLMM as its vehicle), combined with the
commitments contained within the SUFA, may in fact be the vehicle for fash-
ioning a more transparent policy-making process with regard to labour markets.
The point is not to involve the FLMM in decision-making around specific policy
programs or instruments (e.g., giving the provinces a say in the EI program or
the federal government a role in designing social assistance). Rather, it is to
begin mapping labour market policy with reference to the kinds of assessment
criteria that underpinned the case studies presented here and to begin to fill in
the gaps in knowledge about the ways in which the parts interrelate in the
creation of the whole.

By having the FLMM undertake a more important role in mapping the
policy connections within the sector, it becomes possible to initiate a much
more fruitful debate about not only the direction of specific policy programs
but also the interrelationships between those program areas. Perhaps most im-
portantly in this regard, the SUFA provides important commitments to increase
both the transparency and accountability of social policy-making processes.
Such are noble sentiments, but in the realm of labour market policy they make
necessary a more open and democratic policy formation process that would
bring a wider range of actors onto the stage at a much earlier point in the
process. As legislators, stakeholders, and the public move closer to the centre
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of these policy debates, it will become harder for political actors and business
interests to ignore these voices. This, of course, makes the discussion of la-
bour market issues “messier” but arguably more democratic, transparent, and,
ultimately, more productive. There are some important obstacles that will need
to be overcome, both institutional and political, for making the FLMM a more
robust vehicle for labour market policy debate.

First, the FLMM's past work has tended not to focus on “macro-level”
issues around interdependency. The agendas of the FLMM over the past ten
years have tended to focus not on high level issues about the overall direction
of labour market policy, but rather on resolving irritants in federal-provincial
relations in the field. Interestingly, the FLMM have asked for what appear to
be “macro-level” briefings from expert policy analysts in the past, but there is
no evidence of a sustained commitment to this kind of analysis or any sense of
there being an “overall purpose” for such briefings. Without a permanent sec-
retariat, there also appears to be little in the way of institutional memory or
resources that would carry such analysis and debates forward even as govern-
ments, ministers, and officials change.

It is interesting to note, however, that recent agendas show at least some -
degree of attention to broader issues such as labour mobility, the evolution of
the LMDAs, and, at the Deputy Minister level, “the evolving FLMM” agenda.
Still, at a 1999 ministerial meeting, the agenda dealt with eight separate issues
in four hours and fifteen minutes, with one item allotted 90 minutes, one allot-
ted 45 minutes, two allotted 30 minutes and four given 15 minutes each.

Second, insofar as the FLMM includes the Government of Quebec, it
will need to find a means by which to undertake macro-level analysis without
forcing the Quebec government toward the implementation of an agreement it
explicitly refuses to sign. Thus, perhaps, one of the biggest challenges that
will need to be met is convincing the Government of Quebec that the need for
such macro-level analysis exists independently of any desire to carry forward
with the SUFA commitments. This is complicated by the fact that the linguis-
tic divide in the country is mirrored by the existence of separate English- and
French-speaking labour markets with relatively minor cross-overs between
them. If Quebec resists a move to strengthen the role of the FLMM it could
result in two intergovernmental tables being established: one consisting of the
federal and nine SUFA-provinces and a second with the federal government
and Quebec. Whatever policy sense this might make in terms of giving de facto
recognition to a linguistically bifurcated labour market, the political optics
could prove such arrangements unsustainable.
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Third is the concern that, in public at least, the intergovernmental good
will that spawned the SUFA (again with the exception of Quebec) has not been
substantiafly built on over the past year. The perceived lack of federal support
for the western Canadian farm crisis, the conflict over Alberta’s plan to allow
a greater role for the private sector in the delivery of health services, the fed-
eral government’s musings about a new national cost-shared home-care
program, the debate over the restoration of federal transfers to pre-Canada
Health and Social Transfer levels, and the appropriateness of the federal “clarity
bill,” have altered the public face of intergovernmentalism. It may well be that
there are an equal number of intergovernmental success stories, but political
actors especially may find it difficult to trumpet those successes when public
attention is focused on intergovernmental conflict.

Finally, it is clear that the public debate and therefore public concern
over the Iast few years in the area of social policy is almost always articulated
in terms of the health-care system and not in terms of labour market policy.
Despite persistent anxiety about their status within the labour market and un-
certainty about future economic security, Canadians’ social policy focus remains
on higher profile issues such as the problems with the health systems across
the country. The fact that these personal anxieties do not get expressed in rela-
tion to government policy directions makes putting labour market policy on
the social union agenda that much more difficult. This may be a temporary
phenomenon, but it is also unlikely to disappear quickly.

In the final analysis, the challenges in moving governments toward a
more strategic macro-level analysis of labour market policy are formidable.
Involving the public in that process is an even greater challenge. Whether the
FLMM is an appropriate vehicle, or can be transformed into such a vehicle, is
also open to debate. What is clear, however, is that there are a number of choices
or possible policy directions that flow from the case studies. These different
choices need to be dealt with in an effort to begin to think more systematically
about the future directions of not only specific elements of labour market policy
. but about the sector more generally. Yet despite these obstacles, it needs.to be
recognized that the economic growth that the country has experienced over the
last decade will not continue indefinitely. The question is not “what if a recession
occurs” but rather “what will the country do when it occurs™? Long-term plan-
ning is not the strong suit of governments in many instances, but there is a
clear need to make labour market policy a priority before governments find
that priority imposed on them in a time of economic contraction, falhng rev-
enues, and rising unemployment,
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NOTES

'Fordism, which can be said to be the predominant feature of the postwar eco-
nomic landscape, is a strategy of capital accumulation rooted in a high productivity,
high-wage and high-consumption economy centred in, but not exclusive to, the old-
line manufacturing and resource sectors. It is predicated on what could be called “the
great compromise” between (organized) labour, capital, and the state that saw the
routinization of industrial relations involving capital’s recognition of the right of work-
ers to organize coupled with the acceptance of the general contours of a capitalist
economy by labour. This relationship was, in turn, promoted, overseen, and regulated
by the emerging postwar welfare state.

2Ronald L. Watts, Comparing Federal Systems, 2d ed. (Kingston: School of
Policy Studies, Queen’s University and McGill-Queen’s University Press, 1999), p. 119,

3For an overview of such transformations, see Harvey Lazar and Tom MclIntosh,
“How Canadians Connect: State, Economy, Citizenship and Society,” and Reg
Whitaker, “The Changing Canadian State,” in Canada: The State of the Federation,
1998/09: How Canadians Connect, ed. Harvey Lazar and Tom McIntosh (Kingston:
Institute of Intergovernmental Relations, Queen’s University and McGill-Queen’s Uni-
versity Press, 1999), pp. 3-33 and 37-59.

4Alain Noél, “Is Decentralization Conservative?: Federalism and the Contem-

“ porary Debate on the Canadian Welfare State,” Stretching the Federation: The Art of
the State in Canada, ed. Robert Young (Kingston: School of Policy Studies and McGill-
Queen’s University Press, 1999), pp. 195-219.

5Mike Burke and John Shields, The Jok-Poor Recovery: Social Cohesion and
the Canadian Labour Market (Toronto: Ryerson Social Reporting Network, 1999).

6A somewhat different interpretation about the level of security and insecurity
in the labour market, which argues that the perception of increased insecurity is not
necessarily the reality, can be found in Michael R. Smith, “Insecurity in the Labour
Market: The Case of Canada Since the Second World War,” Canadian Journal of So-
ciology 24, 2 (1999):193-224, '

"Harvey Lazar and Tom Mclntosh, Federalism, Democracy and Social Policy:
Towards a Sectoral Analysis of the Social Union (Kingston: Institute of Intergovern-
mental Relations, Queen’s University, 1998).

8These terms are, of course, subject to multiple definitions and different em-
phases. A clarification of some of the issues surrounding these terms can be found in
“"Tom MclIntosh, Governance Aspects of the Social Union: Operationalizing Key Con-
cepts (Kingston: Institute of Intergovernmental Relations, Queen’s University, 1998).

9Leon Muszynski, “The Politics of Labour Market Policy,” in The Politics of
Economic Policy, ed. G.B. Doern (Toronto: University of Toronto Press, 1985), p. 251

10The court recently refused to grant a “temporary suspension” of the Marshall
decision sought by some non-Aboriginal fishers and in so doing issued what amounts
to a clarification of the decision that warned all concerned to not read that decision
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either too narrowly or too broadly. In effect, the court has returned the issue to the
political arena which must now grapple with how existing treaty rights fit within the
policy and regulatory framework of the resource sectors where those treaties apply.

U1t is not the case that the “people in the middle” are the result of a gap in
policy as it was the intended consequence of both EI reform and the constriction of
social assistance eligibility to remove people from each of the programs,

121t needs to be recognized that the division of responsibility for the unem-
ployed between the two orders of government does not, in and of itself, cause there to
be a group of people in the middle. Unitary states also commonly distinguish, in policy
and political terms, between the short- and long-term unemployed. Thus, Canada’s
federal condition is not necessarily at the root of the problem identified. However, the
authors argue that the division of powers in this area provides each order of govern-
ment the ability to determine on their own the extent of their responsibility for the
unemployed and leaves those who are defined out of each government’s jurisdiction
with little in the way of recourse. In effect, federalism does not cause the problem, but
it serves to mask its existence and to blunt the ability of those affected to hold any
order of government accountable,

3Lazar and McIntosh, Federalism, Democracy and Social Policy.

147t should be noted that this study was conducted before the recent uproar
over the manner in which the federal government managed the Transitional Jobs Fund
and it is unclear how the outcome of the audit of that program wiil reverberate through
a federal-provincial debate on accountability. It is also, of course, open to provinces
to have more far-reaching accountability measures than those that were included in
the bilateral LMDAs.

3As it stands, the accountability regime requires the federal minister to report
annuaily te Parliament with a monitoring and assessment report that includes the use
of funds on active measures and that the agreements are subject to joint evaluation
with the provinces which includes consultation with clients on the quality and type of
service they receive. For Klassen, this level of transparency might be characterized as
“necessary, but not sufficient.” . _

16For an overview of the role the spending power plays in Canada and other
federal states, see Ronald L. Watts, The Spending Power in Federal Systems: A Com-
parative Study (Kingston: Institute of Intergovernmental Relations, Queen’s University,
1999),

17As McBride and Stoyko point out, there is no standard definition of what
constitutes a “youth.” For exampie, one Quebec program for “young farmers” accepts
applicants up to the age of 40.

18The term “federal unilateralism” is defined as the federal government acting
in areas of provincial jurisdiction (often without the support of the provinces) through
the use of the spending power. It does not refer to federal spending in areas clearly
within the federal purview. For example, the federal government may change the
Employment Insurance system and this may have an impact on provincial policy, but
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that is not “federal unilateralism” as the term is used here. Rather, such changes and
impacts are reflective of the disentanglement of that particular policy area (see Lazar
and McIntosh, Federalism, Democracy and Social Policy). It may be the case that the
term federal unilateralism may be too stark a term to describe the federal relationship
with several of the provinces, especially smaller ones. In some of those cases, where
there are bilateral youth agreements, it may be more appropriate to describe the re-
gimes as a blend of federal unilateralism and collaboration.

Noel Lyon, “The Teleological Mandate of the Fundamental Freedoms Guar-
antee,” Supreme Court Law Review 1984(4):57-73.

201t is interesting that the really concrete commitments about labour market
policy are in regard to labour mobility and the implementation of the commitments
made under the Agreement on Internal Trade (AIT). It may be the case that it will take
subsequent agreements on other issues in order to begin moving the commitments in
real policy changes and developments.

210ne of the problems in this regard may well be that in both the minds of the
public and, perhaps, in the minds of the political actors involved the debate about the
nature of the Canadian social union has not been focused on labour market policy.
The fact that the SUFA agreement coincided with the so-called Health Accord (which
transferred extra dollars to the provinces on the understanding that they would be
spent on health-care programs), only serves to reinforce the primacy of health care in
the social union debate.

Whether the health system’s privileged position within the social policy de-
bate is justified or not (and it may well be}, the risk is that other aspects of the social
union could find themselves ignored within the reform process. Thus, it becomes im-
portant that there be a clearly articulated agenda for labour market policy that places
it at or near the centre of debate about the social union that will be undertaken as
governments begin the process of operationalizing the commitments made in the SUFA.

22Related to this is the fact that existing active measure programs have been
“working well” because the economy has generated new jobs. In a recession unem-
ployment rates will increase and the programs may stop working as well. At that same
time, costs for income support and active measures will increase.

23The term “privileged access” is used somewhat advisedly. It should not be
taken to mean either that governments listen exclusively to business interests or that
business interests speak with a single voice. Indeed, the Chamber of Commerce and
the Business Council on National Issues (BCNI) have different perspectives on a wide
variety of policy matters, Similarly, it should not be taken to imply that governments
effectively take their “marching orders” directly from corporate Canada. At the same
time, though, the general thrust of labour market policy has been in a more market-
friendly direction and “flexibility” and “competitiveness” have been the watchwords.
‘Those are words you will hear more often from the BCNI than from the Canadian
Labour Congress. Business interests may not have succeeded in getting all they want
in terms of government policy, but it scems fair to assert that, on balance, organized
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business interests clearly have the ear of both orders of government far more often
than does organized labour. That some of business’ success is really labour’s own
failings in this regard cannot be ignored either.

Y Harvey Lazar and Tom McIntosh, “How Canadians Connect,” p. 28.
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THE POLITICAL AND INSTITUTIONAL
LANDSCAPE OF CANADIAN LABOUR
MARKET POLICY-MAKING

Rodney Haddow

INTRODUCTION

This chapter examines the environment of contemporary labour market policy-
making in Canada. It defines the setting for policy developments addressed in
the three case studies that follow. A detailed discussion of these policy devel-
opments themselves forms the subject-matter of the case studies. Broadly
conceived, labour market policy includes all “those actions that affect the sup-
ply and demand for labour as well as the labour process itsclf.”! Many measures
“are encompassed by this definition beyond those treated in the case studies;
but these concentrate on the most salient challenges now faced by Canadian
- policymakers. '

This chapter will address the setting of only those measures whose pri-
mary purpose relates to the supply of and the demand for labour. These include
passive labour market policy (PLMP), which provides employable persons with

 the income needed to survive temporary absences from the labour market and
to avoid the deterioration of their skills and employability during such ab-
sences. They also include active labour market policy (ALMP), which is
- designed to “improve access to the labour market and jobs, develop job-related
skills, and promote more efficient labour markets.”? Finally, the chapter ad-
dresses collective bargaining law, workers’ compensation and occupational
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safety policies, and minimum wage law. The case study by Tom McIntosh and
Gerard Boychuk on social assistance and Employment Insurance (EI) largely
pertains to PLMP. Klassen’s study of the federal-provincial agreements deals
mostly with active measures. The youth initiatives addressed by Stephen
McBride and Peter Stoyke include both passive and active measures, although
their focus is largely on the latter.

Each aspect of labour market policy in Canada involves a complex mix-
ture of federal and provincial jurisdiction; and interjurisdictional conflict has
been chronic. The main federal contributions to PLMP include EI (formerly
Unemployment Insurance), which Ottawa funds and administers, and federal
transfer payments to the provinces to help defray the costs of their social as-
sistance programs. Provincial PLMP consists largely of designing,
administering and partly funding these assistance measures. Collective bar-
gaining legislation for the vast majority of Canadians is under provincial
jurisdiction; Ottawa’s role is restricted to a number of federally-regulated in-
dustries, such as transportation, finance, and communication, and to federal
employees. Ottawa’s role with respect to minimum wages, workers’ compen-
sation, and occupational health and safety is also restricted to these categories
of workers; the provinces therefore predominate in these areas.

As Klassen’s case study indicates, the federal-provincial relationship is
most complex, and has been most contentious, with respect to ALMP. Many
aspects of postsecondary education policy — in particular, student loans and
university financing — are clesely related to ALMP. Although education is a
provincial responsibility, Ottawa has used its spending power to involve itself
in this area, and it paid considerable attention to student aid in the 1997 and
1998 budgets. But non-vocational postsecondary education is, arguably, not
primarily designed to affect the labour market. Although student aid will be
touched upon, postsecondary education issues are not treated systematically
below.

' The main parameters of labour market policy-making in Canada, each
of which is discussed in this chapter, can be described briefly. The first three
sections below outline “who has power and influence” in the labour market
policy field. To begin with, executive and bureancratic actors predominate in
decision-making within government. This is typical of most policy-making
fields in Canada, but it is even more true here than in such fields as health and
social policy. Thus, the first section of this chapter argues that legislatures and
non-governmental inquiries play a more limited, though not a negligible, role.
~ The second section addresses the relationship between government and societal
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interests, which is largely unorganized and based on informal lobbying. At-
tempts to create more formalized, sometimes “neo-corporatist,” government-
society relationships have been widespread in recent years, but they have failed
more often than they have succeeded. This has, in part, been due to the resist-
ance of government executives; but it also reflects the fact that such
arrangements jeopardize business’s relatively privileged access to and legiti-
macy with policymakers, which has thrived in a more informal setting. In light
of changes that are occurring in Canada’s broader political economy (described
by McIntosh in the introduction to this volume, and by McBride and Stoyko in
their case study), business’s needs are now even more likely than in the past to
be addressed favourably by decisionmakers in the executive-bureaucratic arena,
In this context, public opinion has usually played a limited role in shaping
policy-making. But there have been exceptions. As the third section indicates,
the considerable interest that governments have recently taken in youth mea-
sures, examined by McBride and Stoyko, reflects broad-based public sentiment.

The chapter then addresses other features of the labour market policy-
setting. The fourth section reviews recent trends in the Canadian labour mar-
ket regarding income inequality and employment. It notes that recent policy
changes, which reflect the changing political-economic setting alluded to above,
may increase income inequality. The main policy recommendations proffered
by contemporary students of labour market policy are then summarized. The
most popular of these recommendations have reflected their emergence at a
time of fiscal constraint within governments, and of greater receptivity to the
needs of business.

The final section briefly reviews recent responses by federal and pro-
vincial governments to these prescriptions. It provides a preliminary review of
developments in the policy sub-fields which are discussed in much greater
detail in the case studies. These policy developments reflect the predominantly
cost-conscious and conservative prescriptions reviewed in the previous sec-
tion. They have also been affected by the conflict between Ottawa and the
provinces, especially Quebec, which has led the federal government to curtail
substantially its role in active labour market policy. '

THE GOVERNMENTAL ARENA: EXECUTIVES,
LEGISLATURES AND QUASI-GOVERNMENTAL ACTORS

Canada’s executive-dominated parliamentary system of government is gener-
ally thought to grant only a marginal role to its legislatures. Federal
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parliamentary committees play a modest role in the legislative process.’ Pro-
vincial legislatures generally share this quality of being Cabinet-dominated
and of possessing “debilitating restrictions on the powers of committees to
determine public policy or to control governmental activities.” Moreover, leg-
islative action is considered likely to be even more marginal when
policy-making requires extensive intergovernmental consultation, as has often
been the case in the labour market field.?

This standard view largely applies to the labour market field, but there
are important qualifications. Legislative committees generally have not played
a central role in guiding labour market policy. Where they have made broad-
based policy proposals, these have generally not been implemented.® Informal
groups of Members of Parliament (MPs), anxious to use Jabour market mea-
sures to reward their constituents, particularly in high unemployment regions,
have had more influence than committees. Special purpose bodies have some-
times provided policy advice in the labour market field. But they usually have
little direct policy impact. In recent years, they nevertheless had some fonger
term effect. This section elaborates on each of these themes.

Leslie Pal’s study of federal Unemployment Insurance (UI) policy from
the 1930s to the 1980s did not attribute a significant policy-making role to
parliamentary committees during this half-century.” A parliamentary task force
did produce a wide-ranging review of Ul in 1981 (the Allmand Report); but its
main proposal — that labour market initiatives should be used as part of a full
employment policy — ran directly counter to an emerging policy consensus at
the time. According to Muszynski, the Allmand proposals had little impact.?
The March 1987 report on Ul by the House Committee on Labour, Employ-
ment and Immigration (the Hawkes Committee), similarly evoked no legislative
response from the government.” Rianne Mahon’s examination of Ottawa’s
Labour Force Development Strategy (LFDS), launched in 1989, stressed its
origins in commitments made by the Conservative government during the fed-
eral election campaign of a year earlier.'” The House of Commons Standing
Committee on Human Resource Development was granted a key role in launch-
ing Lloyd Axworthy’s Social Security Review in 1994, but Herman Bakvis
found that its deliberations were quickly overshadowed by what became the
main imperatives driving the Liberal government’s labour market initiatives
over the next two years: its massive deficit and the increasingly aggressive
stance of the provinces, especially Quebec. In its March 1994 report, he sug-
gested, the committee “offered up a vague list of three broad priorities ... without
reaching any conclusions on specific questions.”'! A recent report by this
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committee provides further evidence of its inability to act as a significantly
independent and non-partisan influence; its report on postsecondary education
finance, released in December 1997, included 16 fairly general proposals, most
of which accorded with positions recently taken by government ministers. Three
of the four opposition parties consequently issued dissenting opinions.!2

A similar pattern can be observed in the provinces. Rand Dyck’s review
of provincial social assistance policy during the 1950s and 1960s established
that the provinces played an important role in encouraging the federal govern-
ment to launch its Canada Assistance Plan; but this influence emanated almost
entirely from welfare bureaucrats.”® Leslie Bella’s examination. of social as-
sistance policy in Alberta during the same period also stressed the directive
role of bureaucrats, and even portrayed provincial politicians as unwitting in-
struments of bureaucratic pressure for change.'* Dupré et al.’s study of training
in Ontario during the 1960s and 1970s observed a similar pattern of bureau-
cratic hegemony.”® None of five recent case studies of provincial labour force
development boards attributed to legislatures a significant role in launching
(or undermining) these boards during the 1990s.'® .

Informal pressures within Parliament — above all from within the govern-
ment caucus — have been more influential than committees. The regional
benefits that became an important part of the UI program during the 1950s
underpinned the federal Liberal government’s popularity in Atlantic Canada
by the 1970s." During the 1970s, Ottawa launched into what would be a long
series of curtailments of the generous UT program created in 1971. These were
strongly resisted by MPs from within the Liberal Party’s Atlantic caucus, and
by Cabinet ministers from that region.!® The interest of MPs in labour market
policy deepened for other reasons during the 1970s: Ottawa then launched into
more elaborate direct job-creation initiatives than it had previously; reflecting
the participatory ethos of the time, funded projects were expected to have “a
significant local orientation.”*

These programs quickly became “subject to considerable political ma-

nipulation.”® Especially in high unemployment areas, both government and

opposition MPs acquired a keen interest in influencing, and in being identified

.with, job-creation spending in their ridings. In Bakvis’s words, “for several

decades there has been a well-established tradition that local MPs become
actively involved in employment generation projects launched in their ridings
through HRDC [the federal employment department] and its predecessor,
CEIC."" Legacies of both of these tendencies - to sustain regional Ul benefits
and to secure influence over the spending of community-level ALMP funds —
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were very much in evidence in Parliament as the federal government proceeded
with its reduction of local Human Resources Development Canada (HRDC)
operations in 1995.

The addition of the Transitional Jobs Fund (now called the Canada Jobs
Fund, a kind of passive measure in the clothing of an active one) to the 1996
Employment Insurance (EI) legislation reflected the government’s need to
mollify the concerns of MPs from high unemployment ridings regarding the
negative impact on their ridings of significant cuts in passive benefits.” This
regional dynamic is discussed at length in McIntosh and Boychuk’s chapter. It
would seem reasonable to surmise that these legislative pressures, exerted qui-
etly but firmly in the confidential setting of caucus deliberations, and reinforced
by the influence of provincial governments in eastern Canada, will continue to
impede efforts to shift dolars from passive to active uses. |

Committees of inquiry which included non-governniental experts and
representatives periodically studied UL When the UI fund began to incur a
deficit in the early 1960s, Ottawa appointed a Committee of Inquiry into the
Unemployment Insurance Act (the Gill Committee). Its 1961 recommenda-
tions did not evoke an immediate legislative response from the government,
although it partly informed bureaucratic thinking about the U Act throughout
the 1960s. However, this thinking, in Pal’s terms, occurred “behind a bureau-
cratic curtain.”?® The 1981 report of the Task Force on Labour Market
Development (the Dodge Report) had a more direct effect. Its review of Otta-
wa’s active measures proposed that they be focused more effectively on areas
of real skills shortage, and that federal ALMP focus on this goal, rather than
on full employment (championed by the Allmand Committee at this time). The
report’s release coincided with (if it did not “cause”) the apparent abandon-
ment of full employment as an objective in this policy field. Moreover, it is
widely seen as having stimulated passage of the National Training Actin 1982.%
But the report’s impact owed much to the exceptional circumstances of its
drafting. The chair of the task force, David Dodge, took on a senior position
within the Employment Department soon after the report’s release. Its influ-
ence therefore represented only a very qualified departure from the bureaucratic
and ministerial dominance that has characterized most labour market policy-

making in Ottawa.

" During the 1980s, UI again attracted attention from non-governmental
inquiries. The Royai Commission on the Economic Union and Development
Prospects for Canada (the Macdonald Commission), and the Commission of
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Inquiry on Unemployment Insurance (the Forget Commission) both issued well-
publicized proposals for curtailing non-actuarial aspects of the Ul program,
though these proposals differed in important details. Forget also proposed that
some resuiting program savings be used to fund an expansion of active mea-
sures. Given the important differences between these proposals, their substantial
contradiction by the more expansively-minded Hawkes Committee proposals,
and the political sensitivity of the passive benefits cuts that the Macdonald and
Forget recommendations implied, the employment minister Benoit Bouchard
announced in May 1987 that he planned to make no changes in the program.®
Macdonald and Forget may nevertheless have had a longer term influence on
the Conservative government’s thinking. After the 1988 election, Ottawa
launched its LFDS, which curtailed passive benefits significantly and followed
Forget’s recommendation that it extend the government’s commitment to ac-
tive measures.

At the provincial level, some recent non-governmental inquiries appear
to have had a significant impact, but this influence has been inconsistent and,
sometimes, short-lived. In general, recent provincial inquiries have recom-
mended that governments do more to direct the recipients of passive benefits
into the workforce, and they propose that this be done with as much money, or
more, as was expended on existing arrangements. Responding to a universal
need to eliminate budget deficits, by contrast, provinces have usually responded
with more straightforwardly restrictive changes. For instance, a Royal Com-
mission on Employment and Unemployment (the House Commission) in
Newfoundland made proposals similar to Forget’s in its 1986 report. Its key
recommendation was that an income support/supplementation program replace
UI and provincial social assistance, which would encourage employment among
employable recipients. The province’s Economic Recovery Commission reit-
erated this in 1993.% But the recommendation had little immediate impact,
especially since it pertained largely to the federal jurisdiction where political
pressures to maintain passive benefits have always been very strong.

In 1998, Ontario’s Social Assistance Review Committee (the Thompson
Committee) proposed extensive reforms of the province’s assistance regime,
to improve benefits, and to offer greater opportunities for recipients to obtain
- employment.”” These proposals were reflected in two sets of program reforms
introduced by Ontario in 1989 and 1991.%% Further recommendations were made
to increase employment opportunities and incentives in the May 1992 report
of the Advisory Group on New Social Assistance Legislation.” These had,
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though, less impact, as the government was about to undertake a major fiscal
restraint exercise. Moreover, the substantial welfare cuts introduced by the
Ontario Conservative government of Mike Harris in 1995 and 1996 reversed
many reforms introduced in the wake of Thompson’s report. As an approach to
encouraging recipients to take up employment opportunities, the Harris re-
forms moved in a quite different direction. The government cut benefits, made
them harder to qualify for, and required employable recipients to work in ex-
change for their benefits.™

With some justification, the Quebec government has claimed that recent
reforms of its social assistance regime reflected advice from non-governmental
inquiries. The Fortin Report, written by two Quebec economists, proposed in
1996 that the province enhance employability incentives and opportunities for
assistance recipients, but it also recommended that employable recipients who
refused these opportunities would have their benefits cut.’ The Bouchard Re-
port, submitted by three social scientists who had originally belonged to the
same advisory group as Fortin, made more expansive proposals. It recommended
that assistance benefits be maintained at their present levels, while additional
incentives would be provided to enhance work incentives and job opportuni-
ties. This report also made detailed proposals about how the province might
consolidate the numerous service points through which it, and Ottawa, deliv-
ered labour market programs.*

The province cited both sets of recommendations in support of a major
reorganization of its social and employment services introduced in 1997. The
reforms have been designed to consolidate the province’s passive and active
measures in the same department and to increase employment incentives. Que-
bec’s service delivery system was also to be reformed along the lines
recommended by the Bouchard Report.*® Contrary to Bouchard’s advice, some
categories of benefits were cut significantly, although Fortin responded more
favourably to the reforms.3

With the possible and partial exception of Quebec, then, non-
governmental inquiries, like legislative action, have had a modest impact on
labour market policy-making in a context where the dominant reform impera-
tives for governments have been fiscal restraint and, at the federal level, pressure
for jurisdictional retrenchment. Ministers and their bureaucratic advisors,
moreover, have made key reform decisions. With Ottawa and most provinces
now emerging from their deficit straightjacket, however, such inquiries may in
the future have better prospects.
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THE GOVERNMENT-SOCIETY NEXUS

Governments in Canada have created a variety of formal mechanisms to facili-
tate the influence of non-governmental actors in labour market policy-making.
For the most part, these have failed, with the result that informal mechanisms
of influence have remained most important. Business interests have benefited
most from these informal arrangements and are even more likely to do so in
the future. This section reviews the legacy of these formal mechanisms, ad-
dressing the two levels of government separately; it then examines the impact
of business’s privileged position in this policy sector.

. Federal Jurisdiction

It has been assumed since the creation of UI in 1940 that business and labour
should have a formal role in federal labour market policy, becanse employers
and workers have usually paid for most, if not all, of the scheme’s benefits.
The 1940 Unemployment Insurance Act created an Unemployment Insurance
Commission (UIC) to oversee administration of the Act; the UIC consisted of
a chief commissioner and one representative each from business and labour.
The UI Act also created an Unemployment Insurance Advisory Committee
(UIAC) to report annually on the financial status and the eligibility criteria of
the plan.*® From the outset, however, these bodies played a marginal role, During
the 1940s, commissioners complained that they were not consulted about pro-
gram adjustments.*

Changes to the UL Act in 1977 “finally buried the 1940 principles that
UI should be ‘insulated’ from political pressure through management by an
autonomous commission and that employers and employees had a proprietary
right to the program and should therefore be represented on the commission.™”
The changes made the deputy minister of manpower the chair, and diluted pri-
vate sector membership on the commission. The influence of societal actors
on the UI system has therefore been limited, despite the fact that the legal
responsibilities of the commission have always been considerable. The 1996
Employment Insurance Act, for instance, continued to empower the four-mem-
ber commission (now called the Canada Employment and Immigration
Commission) to assess the effectiveness of the Act, and to report to the minis-
ter of employment annually.®® But McIntosh and Boychuk’s study of the recent
EI reforms gives no reason to believe that the commission’s future de facto
role will be greater than it has been in the past.
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During the 1980s, private sector organizations began to seek an exten-
sion of their role in federal labour market policy, especially ALMP; the Canadian
Labour Market Productivity Centre (CLMPC), a private sector business-labour
entity, advocated such an extension. This coincided with the emergence among
policy analysts of the view that private sector involvement could improve the
effectiveness of ALMP measures. After considerable deliberation, Ottawa con-
sented to this request by launching the Canadian Labour Force Development
Board (CLFDB) in January 1991.** With the CLFDB’s creation, Ottawa termi-
nated the Canada Employment and Immigration Advisory Committee (the
successor to the UIAC). It was hoped that the new board would be a more
effective conduit of private sector influence than the purely advisory commit-
tee had been. At the insistence of then-Employment Minister Barbara
MacDougall, it was decided that the board would include four representatives
from “equity” constituencies and two from the educational community; but it
would be dominated by business and labour, which would have eight repre-
sentatives each. This displayed an important extension in the definition of who
was considered to have a legitimate interest in the labour market field; since
1940 this had included only business and labour, the traditional labour market
partners.

HRDC planned to sponsor additional labour force development boards
(LFDBs) in the provinces to complement the CLEDB. As Klassen points out in
his study, however, this initiative caused considerable friction with the prov-
inces. Under federal leadership, boards were created in Newfoundland, New
Brunswick, Nova Scotia, and Saskatchewan. Several provinces — Quebec,
Ontario, and British Columbia — created LFDBs at their own initiative. These
are discussed below. All of these boards followed the CLEDB in granting equal
representation to business and labour.

The record of the federally-created boards would have to be judged to
be disappointing. The Newfoundland and Nova Scotia LEFDBs closed; the boards
in New Brunswick and Saskatchewan survived, in 1999, but with advisory man-
dates and with very modest roles in their jurisdictions’ policy-making. The
CLFDB, which was given some supra-advisory responsibilities at the outset,
never acquired significant influence, and was scheduled for closure at the end -
of 1999. The federally-sponsored LFDBs had a number of significant prob-
lems. First, bureaucrats and responsible ministers were sceptical of the.
policy-making abilities of private sector board members and sought to protect
their own traditional prerogatives in the field. Second, the boards failed to
attract prominent members, especially from the business community. Third,
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all boards were also burdened, to one degree or another, by conflicts among
the many constituencies represented on them.*

The Provinces

The LFDBs were more successful when launched by the provinces. The three
provinces that took that initiative, Quebec, Ontario, and British Columbia, at
one time or another created a decision-making board, in contrast with the largely
advisory structures sponsored by Ottawa. Quebec’s Société Québecoise de
développement de la main d’oeuvre (SQDM), and its Commission des
partenaires du marché du travail, which succeeded the SQDM in 1997, was the
most successful of these. It established itself in provincial labour market policy
as a decision-making body with a senior representation from the province’s
business and Iabour elites.*! The Ontario Training and Adjustment Board (OTAB)
also had a decision-making mandate, but was undermined by internal dissension -
and was closed in 1996. But one by-product of this experiment remains in place,
namely the establishment of a network of 25 local training boards across Ontario.
British Columbia’s initial experiment with an advisory LFDB failed in 1996. But
in 1997 it created an Industry Training and Apprenticeship Commission which has
decision-making powers, though in a rather narrow area.

That the three provinces that launched LFDBs with more than an advi-
sory mandate all did so at their own initiative, not under federal leadership,
suggests that in some provincial jurisdictions there may be greater potential
than there has been in Ottawa for the emergence of effective deliberative bod-
ies that include a formal representation of business and Iabour. Moreover,
province-level boards with decision-making powers continue to operate in the
two provinces — Quebec and British Columbia — generally reputed to have
the strongest union movements. Such deliberative assemblies are likely to be
less successful where unions are weaker.

Sectoral training councils have turned out to be a more consistently fruit-
ful experiment with private sector participation. Almost two dozen such councils
were in operation at the end of 1999 at the federal level, and Ottawa was deter-
mined to maintain a role in supporting them despite its withdrawal from many
other aspects of ALMP. These federally-sponsored councils will nevertheless
have to construct relationships with the provinces if they are to work effec-
tively. Quebec is developing its own network of sectoral councils, and all
provinces now control many of the labour market programs that sector coun-
cils draw upon. '
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The composition of these sectoral councils is more variable than is that
of the LFDBs. In sectors where unions are substantially present, labour may
have equal representation with business; otherwise, business representatives,
or independent professionals and trainers, predominate. The greater success of
sectoral councils reflects the more focused nature of their agenda, the clear
sense that board members have tangible interest in improving skills relevant to
their industry, and the financial support of government.” HRDC has, however,
severely limited its future financial commitment to the operating budgets of
sectoral boards, and it is questionable how many will survive without this sup-
port. In Quebec, by contrast, the commitment to sectoral councils appears to
be more enduring,

In Ontario, business and (sometimes) labour representatives play an
important role in setting training standards on approximately 80 councils that
oversee the province’s apprenticeship system, which is more extensive than in
most other jurisdictions. Apprenticeship boards exist in most provinces, more-
over, and they are another mechanism through which business and labour
representatives have been able to affect this part of ALMP.

Two aspects of labour market policy that have caused considerable fric-
tion between employers and unions are under provincial jurisdiction for most
Canadians: industrial relations and Workers’ Compensation. The former deter-
mines the fundamental rules according to which collective bargaining occurs,
while the latter represents a chronic flash point between employers who pay a
great deal of the system’s premiums, and workers who seek to draw benefits
from it. Business and labour organizations have therefore been more vocal in
pressing their case upon governments in these areas than they have regarding
PLMP and ALMP. The predomiriance of the provinces in the industrial rela-
tions field has also persuaded organized labour to mobilize more effectively in
most provinces than it has at the federal level; business federations are also
often very active in provincial capitals.

Nevertheless, mechanisms designed to represent the social partners for- -
mally in public deliberative bodies are not well developed in these areas.
Provincial workers’ compensation boards (WCB)do provide formal represen-
tation to business and labour representatives, but David Johnson’s study. of
regulatory agencies in Ontario stressed that the province’s WCB responded to
the government regarding its overall objectives. This suggests that the Ontario
WCB'’s ability to serve as a conduit of business and labour influence is lim-
ited. Johnson nevertheless stresses that board members see the accommodation
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of divergent perspectives from both business and labour as an essential aspect
of their work.®

Although occupational health and safety committees in many provinces
include representatives of workers and employers, according to Drache and
Glasbeek “much of the daily administration and application of [health and safety
regulations] has been left to an internal responsibility system” within firms.
Thus, these health and safety committees typically “have been given nothing
but recommendatory power.”** Similarly, both employers’ organizations and
unions are usually offered seats on provincial labour relations boards, but
Drache and Glasbeek’s review of Canadian industrial relations legislation sug-
gests that these boards generally prefer to adopt a neutral outlook. Despite this
apparent neutrality, these boards generally side with the views of employers
more often than with those of unions.* In addition, these boards have only
limited autonomy from provincial governments and these governments have
used their legislative power to override board decisions with which they disa-
gree. Though examples of this may be rare, that is because “more often than
not the objectives of the administrative agencies and governments are compat-
ible. On the few occasions when they get out of kilter, the boards are well
placed to divine what a government’s wishes are and to give them effect.”*
Business and labour are often vociferous in advocating their views to provin-
cial governments in the field of collective bargaining, but neither seems to
have been offered a formal policy-making role in this area.*’

The Privileged Position of Business

The reluctance of business to participate in LFDBs points to an important fea-
ture of the societal setting of labour market policy. In the broader political
setting, business is generally more influential than labour, or any of the equity
interests represented on LEDBs. Moreover, this advantage has increased in
recent years. As McBride and Stoyko point out, fundamental changes occurred
in the Canadian political economy during the past two decades. These changes
coincided with the fall from favour of Keynesian economics and the curtail-
ment of government’s commitment to minimizing unemployment {which had
strengthened organized labour during the quarter century after the Second World
War). In the wake of these changes, the legitimacy of business among
policymakers has grown, as government seeks to curtail its role in the economy
and to strengthen market-based incentives. For instance, many prescriptions
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for labour market reform in recent years, discussed below, stress the impor-
tance of “flexibility” and of reducing labour market “rigidities” if Canada is to
remain economically competitive. Reforms undertaken in the name of these
goals have been more likely to advantage business than labour.

In this setting, business representatives generally prefer to use existing
informal means of influencing policy, through the political party system and
through conventional lobbying, rather than dilute this influence in formal bod-
ies on which labour unions have an equal representation, and where other
interests are represented that otherwise may rarely get a hearing. In addition,
several aspects of labour market policy in recent years have offered to busi-
ness specific conduits of influence that do not require it to share influence
with labour or other interests.

The Canadian Jobs Strategy (CIS), launched in 1985, included mea-
sures that gave individual employers, or community-level committees typically
dominated by them, considerable discretionary authority over the allocation of
funds.*® Many of these continued to exist after the LFDS was launched in 1989.
With the CLFDB, Ottawa created a inacro-level deliberative assembly that re-
flected the view that the societal bodies with a legitimate interest in labour
market policy included labour on equal terms with business, as well as other
interests. But it continued to administer measures at the local and intermediate
level that relied largely on close and informal relationships between officials
and businesses. This pattern remains very much in evidence regarding the five
ALMP measures included in the 1996 EI legislation, which are discussed at
greater length by Mclntosh and Boychuk. One of these, wage subsidies, in-
volves a direct relationship with employers; two others — job-creation
partnerships and targeted earnings supplements — either grant individual or
commuiity-level businesses the opportunity to participate in sponsoring jobs,
or make them the likely beneficiaries of subsidized employment. In those prov-
inces that choose to administer these options under agreements with Ottawa,
business will be offered the same privileged access to government programs,

Advocates of more formalized modes of societal representation, such as
LFDBs and sector councils, argue that these foster job creation and skills for-
mation that transcend the immediate and short-term needs of individual
employers, and provide more durable advantages to workers and to the economy
as a whole. But these mechanisms also imply a degree of labour market “regu-
lation,” that is, of constraint on the Jabour market prerogatives of firms. This is
exactly what governments, desirous of being as market-friendly as possible,
are now anxious to avoid. The tools with which government has pursued these
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two agendas therefore undermine each other. Business is suspicious of handing
authority to boards dominated by other interests; non-business interests are suspi-
cious that existing micro-level initiatives, such as those in the new Employment
Insurance Act, represent simple subsidies to employers. In the future, formalized
bodies are more likely to succeed in provinces that have strong labour movements
than they are in other provinces or at the federal level. But even in the former
jurisdictions, the usual, and growing, predominance of business concerns in la-
bour market policy-making makes it likely that employers will continue to prefer
informal, and exclusive, means of exercising influence.

THE ROLE OF PUBLIC OPINION

Canadians generally want government to foster job-related skills and to pro-
vide a positive climate for job creation. They often express impatience with
government’s record in fulfilling these responsibilities. Except in the area of
youth education and employment, however, public opinion has not motivated
governments to expand their spending in the labour market field in recent years,
In fact, the trend has been in the opposite direction, and governments usually
have not paid a steep price politically for cutting benefits. One possible reason
for this is that the public’s concern for employment is highly ambiguous in
terms of its policy implications, and that it is less noticeable in response to
open-ended survey questions than in reply to closed ones. Governments may
calculate that they are well-advised to address other, more sustained and fo-
cused public concerns, such as health, in allocating scarce financial resources.
Moreover, the abandonment of Keynesian economics by most policymakers
has made active labour market measures less legitimate for them than they
may be for ordinary citizens. Elite opinion in Canada is now less favourably
disposed toward economic intervention than is the broader public. Each of
these themes is expanded upon below.

A November 1995 public opinion poll by Ekos Research determined
that “[1]abour market issues are at the forefront of the public’s priority list:
three of the top six priorities for the federal government are related to human
investment: education, unemployment and job creation.” Dissatisfaction with
government’s performance was also highest in this field: “four of the top five
areas [deemed by respondents to be] in need of attention are related to labour
market issues: job creation, unemployment, education and job training.”* In
November 1996, job training, unemployment, and job creation remained the
three areas where respondents were most dissatisfied.® - -~ -
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This pattern would seem to call for an urgent governmental response.
As McBride and Stoyko point out, Ottawa has responded to public opinion in
the area of postsecondary education spending (student loans and scholarships),
aware that “polls consistently show that Canadians have responded to anxie-
ties over the global economy with an enhanced commitment to the value of a
good education.™' By contrast, governments are cutting measures more con-
ventionally associated with labour market policy: training, job creation or
passive income support. One reason for this may be that public support for
government action in these areas is less clear-cut than it is regarding educa-
tion. Open-ended survey questions about policy priorities, which allow
respondents to identify these priorities themselves, do not reveal substantial
interest in passive income support {(welfare or Unemployment Insurance). Edu-
cation, by contrast, does receive some attention (it was mentioned by 9 percent
in January 1997 and by 17 percent the following November in one such survey
by the Angus Reid group).

Admittedly, unemployment/jobs consistently has attracted the largest
number of responses of any single category in the Angus Reid survey since
1993 — 38 percent identified this as their priority area in November 1997, and
a further 21 percent identified “the economy in general.”s? But this does not
necessarily imply strong public desire for more government spending to create
skills and jobs. The same poll found that 67 percent of respondents did “not
think that our federal government does a good job of spending taxpayers’ money
wisely.”* Tt may be that respondents were as likely to support lower taxes and
reduced regulation as panaceas for stimulating job growth, as they were to
favour more spending on job creation or benefits for the unemployed. The sur-
vey data are simply not nearly as conclusive on this matter as they are regarding
Canadians’ robust support for public health insurance or student aid.

Canadian public opinion is also highly mixed, and of little direct conse-
quence for what governments have done recently regarding the federal-
provincial relationship in the labour market field. The November 1995 survey
found that “Canadians believe that job creation should be shared almost equally
between the federal government, the provinces and business ... Education is
overwhelmingly believed to be a government domain, particularly [for] the
provincial government ... Job training is shared equally between business and
the provincial government; the federal government is assigned a relatively small
role in this area.” It also determined that “[a] large plurality (48 percent) worry
that as the federal government withdraws [from] traditional programs and ser-
vices our Canadian identity will be weakened.... Citizens are looking for real
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change but this does not mean federal withdrawal.”* A July 1996 survey found
that “the federal government is assigned a preferred role in areas of setting
policies and goals and providing funding.”** The 1995 survey’s most striking
finding was that “the majority of Quebeckers (80-85 percent) favour a contin-
ued, ‘significant’ federal role in labour markets.”* It is unlikely, then, that
mass opiion in Quebec, or elsewhere in Canada, played an important role in
motivating Ottawa’s 1996 move to devolve much of its ALMP programming to
the provinces. The views and conduct of political elites in the provincial and
national capitals, discussed in Klassen’s case study, presumably motlvated these
changes.

Elite opinion also likely played a prominent role in motivating the sig-
nificant reduction in passive support under the federal Ul and provincial social
assistance programs discussed by MclIntosh and Boychuk. A study by Ekos
Research Associates in 1995 found that private and public sector elites ex-
pressed much greater concern with “competitiveness” and “minimal
government” (preferences that might motivate program cuts) than did the gen-
eral public.”’ There is no reason to doubt that elite views — especially those of
the ministerial and bureaucratic cadres who, as we have seen, dominate this
policy sector — will continue to be more important than mass opinion in shap-
ing future labour market policy.

CANADA’S EVOLVING LABOUR MARKET: WHAT IS
HAPPENING AND WHY

As Canadian labour market policy has evolved recently, so has the labour mar-
ket itself; changes in the former, moreover, are increasingly likely to have a
significant impact on the latter. Since 1980, unemployment has remained wide-
spread. Earned income inequality also increased after that date according to
some measures, and only the relative generosity (by American standards) of
Canada’s tax and transfer system in the past prevented this from being trans-
lated into growing inequality of final incomes. Cuts in this tax and transfer
system during the 1990s likely will result in growing inequality of final in-
come in the future. These aggregate patterns also hide important variations in
labour market outcomes based on gender and age.

Canada has long experienced much higher rates of unemployment than
the United States, though it now outperforms many European nations in this
respect. Unemployment averaged 10.1 percent between 1990 and 1996, after
averaging 9.4 percent in the 1980s (compared with 5 percent and 6.7 percent
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in the 1960s and 1970s respectively). After a period of sustained growth dur-
ing the 1990s, the rate fell to 7.5 percent in 1999. The labour market
participation rate fell by 0.56 percent annually between 1989 and 1996, after
growing only modestly during the 1980s.”* Several factors likely account for
persistently high unemployment. Education has become more important in se-
curing and keeping employment. Persons with a high school education or less
have experienced increasing bouts of relatively long-term unemployment.
Nevertheless, a similar premium on education has not resulted in such high
unemployment rates in the United States. A second factor is therefore often
cited to explain this discrepancy: Canada’s relatively generous social benefits
— above all Unemployment Insurance and social assistance — in the past cre-
ated a disincentive for many unskilled Canadian workers to take up low-wage
employment that their American counterparts would accept.® If this is true,
the significant curtailments in Canada’s Ul (now Employment Insurance or
EI) program since 1990 and recent cuts in assistance benefits in many provinces
(discussed in the McIntosh and Boychuk chapter), should lower unemploy-
ment rates among poorly educated workers. For many observers, though,
insufficient-demand for labour, and a lack of macroeconomic policies to create

* this demand, must also be counted among the causes of high unemployment.*

There is now an extensive body of research regarding inequality of in-
come in Canada. Research published between the late 1980s and 1995 suggests
that the distribution of earned income, both for individuals and for families,
became significantly more unequal during the early- to mid-1980s.' Recently
published research indicates that inequality of individual earned income-has
not continued to grow since the late 1980s.5 This relative stasis of earned
individual income is a distinctive feature of the Canadian labour market and it
runs counter to evidence in most other developed economies that such income
is distributed significantly less equally today than it was 15 or 20 years ago.
But aggregate stability hides a number of “offsetting trends™: “Inequality in-
creased significantly among male workers, among all full-time workers, and
in the entire male working-age population. However, it fell among female
workers, and in particular among the female working-age population, as the
proportion of women working rose throughout the 1980s.”% Family earned
income, moreover, became more unequal between 1981 and 1993, according
to Zyblock and Tyrrell.** One likely explanation for this change, according to

‘these authors, is that “similar individuals, in terms of income levels, [might

now] be more likely to form a family than in the past.” This would “create a
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greater concentration of families by income: rich families comprised of rich
partners and poor families comprised of poor partners.”® '

Canada’s record has been more clearly positive regarding final income
(i.e., income after taxes are deducted from, and government transfers added to,
earned income). By one standard measure of inequality (the Gini index) Cana-
dians’ final family incomes were not more unequal in 1995 than they were in
1979.% That Canadians’ final incomes have not become more uncqual, while
earned incomes to a degree have, suggests that Canada’s welfare state has played
an important compensatory and redistributive role. Taxes and social transfers
have cancelled out the impact of growing inequality of individuals’ and fami-
lies’ earning power in the marketplace. But the mid-1990s cuts in EI and social
assistance benefits, and the tax cuts associated with them in some provinces,
may substantially reduce this compensatory effect.

Evidence of this is already apparent in poverty rates. In the wake of a
major recession, the poverty rate for all persons rose from 13.6 percent in 1989
to 17.4 percent in 1993, However, rather than falling again when economic
growth resumed, the rate remained at this higher level well into a new period
of economic growth — it was 17.6 percent in 1996, Here too, aggregate trends
hide substantial variations in poverty rates for different demographic catego-
ries. In 1996, female, single parents experienced a poverty rate of 61.4 percent;
11.9 percent of non-elderly couples with children were poor; as were 10.3
percent of non-elderly childless couples; and 8.6 percent of elderly couples.®

What then determines where a particular individual or family ends up
on the income ladder? Education plays an important role. University and col-
lege graduates are much more amply rewarded than persons with a high school
education or less. Unlike the US, however, the earnings differential between
well- and poorly educated workers has grown only modestly since 1980. This
is mainly because well-educated workers have become a much larger propor-
tion of the Canadian labour market. In effect, a probable secular increase in
the education premium (greater demand for well-educated workers over poorly
educated ones) has been partly offset by a rapid increase in the supply of well-
educated workers.*

There is also a generational aspect to these developmenis: to a much
greater extent than in the US, young Canadian workers are experiencing de-
clining relative incomes. This is despite their relatively high levels of education.
One of the most vulnerable demographic cohorts, therefore, is young, poorly
educated workers. Because they suffer from two of the current labour market’s
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leading penalties — a poor education and a lack of employment experience —
this group incurs very high levels of unemployment and of low income.™

WHAT SHOULD BE DONE?

Public policy can approach the labour market from either the demand or the
supply side. For many economists, an adequate response to high unemploy-
ment must include macroecoromic measures designed to stimulate employment.
According to Keynesian economic theory, expansionary monetary and
stimulative fiscal policies foster job creation; and the most poorly paid benefit
most from a tighter labour market. But as Beach and Slotsve point out, Cana-
dian labour market initiatives in recent years have concentrated almost entirely
on supply-side remedies.” This section therefore concentrates on the leading
supply-side remedies that have been proposed recently, in Canada and abroad,
to the labour market maladies reviewed in the previous section.

Limited education and work experience are, as we have seen, increas-
ingly being penalized in the labour market. Consequently, there is a
near-consensus among labour market observers that improved ALMP initia-
tives are crucial. These include measures designed to improve the literacy and
skills of the poorly educated, and of those with redundant skills, and to pro-
vide work experience for the young and the long-term unemployed (recent
Canadian responses to these ideas are discussed in the McBride and Stoyko
chapter). A second and related theme in recent policy discussions has been the
need to transfer more of government’s labour market spending to ALMP from
PLMP measures (an issue explored by Mclntosh and Boychuk). Besides mak-
ing more money available for active measures, such a transfer would reduce
the harm caused by passive measures that discourage unemployed persons from
accepting available employment. A third perspective which is now receiving
attention is the view that labour markets must be “deregulated” — that is, that
putative impediments to the efficient functioning of the laws of supply and
demand for labour should be removed. These include: high payroll taxes, rules
that restrict the hiring and firing of employees, overly intrusive regulations
regarding hours of work, centralized industrial relations regimes (which pre-
vent wages from reflecting local variations in working conditions and skills),
and excessive minimum wage standards.

There is, however, considerable disagreement among observers regard-
ing the appropriate mix of measures to include in this redesign of labour market
policy. Mainstream (or neo-classical) economists and political conservatives
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tend to stress the deleterious consequences of ample passive measures, and the
need to reduce these benefits sharply. They are also ambivalent about the value
of training, especially if it is not addressed directly to the existing needs of
employers and they prefer measures that, like wage subsidies, facilitate imme-
diate re-insertion of the jobless into the labour market. They are often willing
to consider compulsory measures to induce the recipients of passive measures
to take up active alternatives. Finally, they often see a curtailment of legal
protection for labour unions and the lowering of minimum wages as an impor-
tant part of a deregulation agenda.

Social democratic and (reform) liberal critics of this perspective warn
of the debilitating consequences of inadequate passive income support on the
long-term potential value of recipients’ work (or that of their children). They
prefer positive inducements for recipients to take up active alternatives and
they emphasize the time and expense required to provide poorly prepared re-
cipients with the aptitudes needed to re-enter the labour market successfully.
They also dispute orthodox claims about labour unions and minimum wages,
suggesting that these can enhance labour market efficiency, as well as equity.”

These two tendencies are unequally represented in current policy de-
bates in Canada. In a straightened fiscal setting, and the increasingly
business-oriented climate alluded to earlier in this chapter, most policy reform
proposals in Canada in recent years have been heavily indebted to the con-
servative version of this agenda. As McIntosh and Boychuk observe, Lloyd
Axworthy’'s Agenda: Jobs and Growth, which launched his abortive Social
Security Review in 1994, proposed more cuts in passive measures than exten-
sions of active ones. The most common reforms of social assistance at the
provincial level have had a similarly conservative texture.

Regardless of other disagreements, proponents of both tendencies agree
on the need for more effective active measures. “In particular,” Riddell has
suggested, referring to the Canadian policy consensus, “the combination of
training and work experience, involvement of the private sector in decisions
and training and the availability of employment opportunities appear to be
factors that make training more likely to be effective.”™ A recent survey by the
Organization for Economic Cooperation and Development (OECD) summa-
rizes the findings of numerous studies that assessed the effectiveness of different
active programs.

The most valuable measures offer recipients a direct attachment to the
labour market. These include: job-search assistance, wage subsidies, and aid
to help unemployed persons start an enterprise. Formal training is most likely
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to succeed when provided on-the-job. Formal classroom training is less valu-
able, unless its recipients are carefully screened to determine their suitability,
and unless the skills imparted are clearly in short supply in the labour market.
Public sector job creation is judged to be a failure. Moreover, none of these
measures were found to be adeguate to address the needs of young people. The
survey concluded that “relatively intensive and costly programs may be needed
for youths,” and that these should concentrate on providing basic educational
upgrading (literacy and numeracy skills), as well as conventional active mea-
sures.” In view of the especially problematic labour market position of
Canadian youth, this recommendation is particularly relevant to Canada.

WHAT HAS BEEN DONE?

During the 1990s, federal and provincial governments in Canada implemented
part of the policy agenda described above; these changes leaned strongly to-
ward the agenda’s conservative variant. Developments in three crucial areas
are treated in this volume’s.case studies. This section briefly describes the
broad policy trajectory of which the developments examined in the case stud-
ies are part. .

Federal and provincial governments have both been active in the labour
market field for many years, but as Klassen indicates, the federal role has re-
cently been strongly contested by some provinces, especially Quebec.
Constitutionally, the federal role reflects its responsibility for macroeconomic
policy, and is backed by its spending power. During the postwar years, Otta-
wa's role in PLMP and ALMP consisted of: administering the (Un)employment
Insurance program; funding training and other active measures in the prov-
inces; and sharing the costs of provincial social assistance and social services
for employable and disabled persons. In addition, Ottawa has also been re-
sponsible for labour market policy for Aboriginal people. The provinces have
contributed: their network of vocational colleges; additional spending on train-
ing programs; and the administration and part of the financing of social
assistance and related services.

Policy Change in the Federal Arena

Historically, Ottawa has expended much more on passive measures than on
active ones. This pattern is common throughout the OECD, except in Sweden
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and Norway. Unemployment Insurance benefits were Ottawa’s largest target
for passive spending, while its largest active expenditures were for training -
. purchases from the federal Consolidated Revenue Fund (CRF), and for its share
of benefits under the Vocational Rehabilitation of Disabled Petsons program.
During the 1970s, Ottawa also began to expend a small part of its Ul revenues
on active measures (developmental uses). In 1990-91, the cost of passive Ul
benefits far exceeded that of these three active measures.” The other major
federal contribution to labour market expenditures at that time — its sharing
of provincial assistance costs under the Canada Assistance Plan (CAP) — can-
not readily be disaggregated into active and passive labour market, and
non-labour market, components, based on available data. But here too the bal-
ance is likely to have leaned heavily toward passive expenditures.’™
During the 1990s, Ottawa made important changes in its labour market
programs. In several stages, described in detail by McIntosh and Boychuk, it
reduced substantially the generosity of its Ul benefits scheme, renaming it the
Employment Insurance in 1996.7 In constant (1986) dollars, Ottawa expended
$9,350 on UT benefits per unemployed person during 1990; the comparable
figure for 1996-97 was $5,907.™ Meanwhile, it extended significantly its use
of the UVEI fund to finance active measures. But Ottawa is cutting its funding
of active measures from the CRF at about the same pace as it is extending such
funding from the EI account. Consequently, its overall financial commitment
to active measures will be about the same at the turn of the millennium as it
was when the Liberals came to power in 1993.7
The main objective of the cuts in passive benefits was to help reduce
Ottawa’s substantial budgetary deficit. A 215t Century Employment System for
Canada, in which Ottawa described the reforms, nevertheless used many of
the specific arguments that form part of the conservative variant of the reform
agenda described above, especially a need to reduce work disincentives, to
justify the reductions.®® Again responding to the deficit imperative, Ottawa
also terminated the Canada Assistance Plan in 1996. The monies previously
expended vnder this program, whose costs had been shared on a 50-50 basis
" with the provinces until 1990, were combined with block funds for health and
‘postsecondary education in a new block grant called the Canada Health and
Social Transfer (CHST). The combined total of expenditures for these three
fields was expected to fall by $4.6 billion between 1995-96 and 1997-98. How-
ever, Ottawa restored a significant part of this money to the CHST in its 1998
and 1999 budgets. : : :
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Ottawa has long been criticized for delivering passive benefits in the
disguise of active ones, especially in the country’s poorer regions.?! This pat-
tern continued during the 1990s, with The Atlantic Groundfish Strategy (TAGS)
and the Transitional Jobs Fund (now the Canada Jobs Fund). The former was
designed to provide re-employment assistance and income support to fishers -
displaced by the collapse of the cod fishery. The latter targets high unemploy-
ment regions for special job-creation initiatives to compensate them for income
support benefits that were lost when the more restrictive El legislation was
passed in 1996,%

Federal labour market officials have ncvcrtheless recently made signifi-
cant efforts to refocus their ALMP measures in line with the conservative
prescriptions discussed in the previous section. The 1996 Employment Insur-
ance Act reorganized El-funded ALMP expenditures into five categories. Four
of these are designed to steer recipients directly into the workforce. Only the
fifth, Skills Loans and Grants, envisages assisting individuals who are acquir-
ing new skills in an educational institution. This is ail that remains of Ottawa’s
erstwhile commitment to financing institutional training, whose relevance to
the labour market has, as we have seen, frequently been called into question.
Ottawa’s CRF-funded ALMP expenditures, moreover, are now being focused
on youth, a demographic segment that is having particular difficulty succeed-
ing in the current labour market. Ottawa has also made significant new forays
into the field of student assistance, by increasing funding for student aid and
by launching a Millennium Scholarship Fund — measures mainly addressed
to the needs of youth.

In any case, in the wake of devolution agreements with nine provinces,
signed between December 1996 and carly 1998, the federal role in defining
the objectives of El-funded ALMP programs will be reduced significantly. Only
Ontaric has not yet signed such an agreement. The agreements transfer the
administration of most EI-funded ALMP funds to the provinces. As Klassen
argues in his chapter, most observers believe that the terms of the agreements
are such as to grant considerable discretion in the design and delivery of pro-
gram funds to the provinces.®

In the wake of these changes, Ottawa’s future role in this sector will be
fairly modest. Its CRF-funded ALMP spending will remain significant only
for youth, Aboriginal people, and the disabled. Its most substantial ongoing
role of relevance to the labour market (but not usually called “labour market
policy”) will be in the area of student assistance. But here too its role is chal-
lenged by Quebec and, sometimes, by other provinces. Ottawa will remain
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active in PLMP through its control of income support payments from the EI
fund (though here too Quebec is seeking a transfer of responsibility to the
province), but ALMP will increasingly be controlled by the provinces.

Developments in the Provincial Arena

Historically, provincial labour market measures have also been predominantly
passive in orientation, and have been administered in welfare or community
services ministries. The more limited resources made available to active mea-
sures have mostly been used to support classroom training in community
colleges. Until recently, provincial community colleges have often benefited
from a close relationship with the provincial educational bureaucracies that
oversaw them, which helped perpetuate this situation.® In 1994-95, the prov-
inces expended $14.9 billion on social assistance income support and related
services, including their share of CAP-financed measures (§7.9 billion) and
other assistance measures that were not cost-shared under federal legisiation
($7 billion). Far more of the CAP money was used to support passive income
assistance than to finance rehabilitative services and it is likely that the same
is true with respect to the non-cost-shared provincial spending.® With respect
to active measures, at mid-decade institutional ALMP also continued to pre-
dominate over non-institutional aliernatives.®

Like Ottawa, however, most provinces have moved their labour market
programs in a more active direction during the 1990s. Community colleges
were forced to become more sensitive to market needs, because private sector
actors were granted more discretion regarding the expenditures of public train-
ing and because private trainers are now receiving a larger share of training
budgets. Provinces have also modernized their apprenticeship and skills certi-
fication procedures. In the case of the “red seal” skills certification process,
most provinces have affirmed a desire to promote more of these interprovincially
recognized standards for skills certification.

But the most extensive reforms have been made to provincial social as-
sistance regimes. This is not surprising, given the costs of these programs to
the provinces in a time of fiscal restraint. The purpose of these reforms has
generally been to make assistance programs more of a support for, rather than
a barrier to, their recipients making a transition into the labour market, In pur-
suing this goal, social democrats stress the importance of providing adequate
passive support for those who remain on assistance, while offering empioy-
ment and training opportunities to those who can benefit from them, More
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conservative options seek to reduce work disincentives by cutting benefits and
by increasing the scrutiny of case files. Workfare — the requirement that work
be performed in exchange for assistance benefits — is also favoured by con-
servative commentators and politicians.

Considering the fiscal constraints that most provinces have faced during
the 1990s, and the increasingly business-oriented atmosphere during these years,
it is not surprising that most assistance reforms during the 1990s have reflected
the conservative variant. Overall, according to a recent National Council of
Welfare study, while rates improved for 8 of 12 reported categories of recipi-
ents between 1986 and 1992, they fell for 10 of the 12 categories between
1986 and 1992.5 Moreover, Ontario has introduced a workfare program, and
Alberta tightened eligibility rules substantially. Both provinces were rewarded
with sharp reductions in their welfare caseload, although there is some dispute
as to what has happened to those individuals no longer receiving benefits.
Governments in these provinces argue that those leaving assistance have mostly
returned to the workforce, but their critics dispute this claim.®

Some provinces have experimented with measures that rely less on ben-
efit restrictions, and more on enhanced services and financial incentives to
facilitate a return to the labour market. A modest example is BC Benefits, in-
troduced in British Columbia in 1996, which includes an income supplement
and additional dental and vision care measures for low-income working fami-
lies with children. Ontario introduced the Support to Employment Program
(STEP) in 1989 which provided an income supplement to persons moving from
welfare to work. Ontario then introduced JobLink in 1993 to direct recipients
toward training and job placement services.® The modest scope of these so-
cial democratic reforms in British Columbia and Ontario points to an important
obstacle to this reform model: effective active measures that do not rely on
substantially curtailing passive support are likely to be very expensive. On the
other hand, recent assistance benefit cuts in many provinces, along with the EI
reductions, have been blamed for the persistently high poverty rates in Canada
in the mid-1990s which were discussed in the previous section. Debates about
the respective merits of these competing conservative and social democratic
approaches to social assistance reform are likely to continue as the provincial
role in the labour market field increases.

If the policy-making environment for labour market policy is becoming
more favourable for business and less so for labour, has this been reflected in
labour market regulation (i.e., in such areas as industrial relations, workers’
compensation, and minimum wage legislation)? The evidence here is mixed.
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Swimmer's recent review of provincial industrial relations law notes an in-
creasingly restrictive approach to public sector wage bargaining, with
governments resorting to back-to-work legislation to settle disputes with their
employees. But he did not identify such a trend regarding private sector bar-
gaining, and predicts for the future “a continuation of the current scenario.”*
Stoyko’s review of federal industrial relations law also did not report a drift
toward a more restrictive stance during the Chrétien government’s first term.’!
But other observers paint a more consistently negative picture of the impact of
changes in industrial relations law on unions during the past 135 years. Panitch
and Swartz suggest that since the 1980s there has been a noticeable contrac-
tion of the rights of labour unions, and a championing of the rights of employers, .
both private and public.®? Mclatosh’s research also indicates that starting in
the early 1980s both federal and provincial governments have frequently used
legislation to restrict public sector union collective bargaining rights, and to
curtail wages and benefits. If the Chrétien administration has not curtailed the
bargaining rights of public sector unions even further, neither did it move
quickly to relax restrictions introduced before it came to power. Full collective
bargaining rights were not restored to the federal public sector until 1997,
Moreover, there was a tendency for concessionary collective bargaining to spill-
over into the private sector, though with less pervasiveness and intensity.*

Card and Freeman note that unicnization levels have remained relatively
high in Canada, while they collapsed in the US during the past three decades;
they suggest that a less union-hostile labour relations regime in Canada largely
accounts for this difference.** However, McIntosh has pointed out that Cana-
dian unions are much stronger in the public sector than in the private sector.
This continued public sector strength largely explains why overall unioniza-
tion levels are now much higher in Canada than in the US. “In the growing
sectors of the economy, such as financial services, and in much of the low-
wage service sector, the labour movement barely registers on the radar.”

A drift to a more resirictive, market-oriented pattern is even more ap-
parent regarding minimum wages. Governments across Canada have allowed
these to fall substantially during the past two decades. The most dramatic de-
cline was experienced in the federal minimum wage, which fell from 106 percent
of the National Council of Welfare poverty line in 1976 to 55 percent in 1992.
In relation to the poverty line, minimum wage rates also fell in every province.
They had ranged from 96 percent in Ontario to 111 percent in British Colum-
bia in 1976; in 1992, they ranged from 67 percent of the poverty line in Alberta
to 83 percent in Ontario.*
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CONCLUSION

The first three sections of this chapter examined the constellation of forces
that shape labour market policy in Canada, Within government, it argued that
ministers and their bureaucratic advisors have predominated in the field, at the
expense of legislatures and quasi-governmental advisory bodies. Relations
between government and societal interests, moreover, typically are unorgan-
ized and based on informal lobbying and on micro-level relationships. Business
has long benefited from this pluralist system of interest intermediation in
Canada, and it is especially likely to do so now, when economic and ideclogi-
cal change in Canada and abroad is making its interests-especially legitimate
in the eyes of policymakers. Public opinion has not, for the most part, been a
determinant of new policy initiatives. In this context, the greatest change in
the policy-making setting has been that Ottawa has retreated to a degree from
the ALMP field, ceding to the provinces considerable authority over federal
spending; executive and bureaucratic actors in the provinces have assumed
responsibilities previously exercised by their counterparts in Ottawa.

But there are exceptions to each of these patterns. MPs have long used
labour market measures to secure electoral support in their home ridings. This
influence has contributed to the robustness of passive labour market initiatives
in Canada and it now serves as a break in the development of more active
alternatives. This is despite the fact that the latter are clearly preferred by minis-
terial and bureaucratic elites. While more often ignored than followed, the
advice of quasi-governmental committees has occasionally been influential in
the past, and may be more so in the future. Formal mechanisms for bringing
the views of organized labour and of equity groups, as well as those of busi-
ness, into the policy-making process have abounded during the 1990s, but these
have had a very chequered record of success, and have often been resisted by
ministers and bureaucrats, Experiments such as the various labour force devel-
oprent boards have also been regarded with scepticism by business interests,
which are often satisfied with existing informal channels of influence. Still,
there are noteworthy examples of success among these neo-corporatist bodies,
and they have reasonably good future prospects at the sector and local level,
and in jurisdictions where organized labour is particularly influential. Public
opinion, finally, has motivated recent initiatives where it has mobilized behind
a particular policy option, such as subsidizing education and empioyment op-
portunities for young people.
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The chapter’s second half discussed the evolving nature of Canada’s
labour market, and reviewed the main policy proposals that have emerged and
the reforms that have transpired during the 1990s. Other than among the legis-
lators from poorer regions, alluded to above, there is a broad consensus among
students of the field that active labour measures are preferable to passive ones,
and that where possible discretionary expenditures should be allocated to the
former, not the latter. There is also agreement that business must not be sub-
ject to an unnecessary regulatory burden in the labour market. There is
disagreement among informed observers, however, about the advisability of
significantly reducing passive benefits, and on the likely effectiveness of spe-
cific programs. There is also disagreement about whether deregulatory
initiatives should include the reduction of union rights, the lowering of mini-
mum wages and the curtailment of workers’ compensation and occupational
health and safety regimes. In each of these areas, though, broadly conservative
views have become more prominent in recent years.

- In keeping with this conservative variant of the new consensus, federal
and provincial governments in Canada now promote active measures over pas-
sive ones, and have attempted to make active measures more responsive to
market needs. Passive expenditures still predominate, and they are supported
by influential, legislatively-based political interests, but they have been cut
significantly during the 1990s. In the context of budgetary constraints, incre-
mental resources for active measures have been modest, and spending on active
measures has been sustained largely from funds freed up by cuts in passive
provision. Industrial relations and minimum wage legislation have also been
adjusted in a business-friendly manner, although this trend is more consistent
regarding the latter than the former.

The three case studies that follow this chapter explore in impressive
detail the most important of these recent changes in Canadian labour market
policy in the 1990s. They also examine more fully than was possible here the
dynamics of policy-making in the sector. McIntosh and Boychuk analyze the
evolution of the main passive labour market programs — federal Employment
Insurance and provincial social assistance. After a detailed review of the his-
tory of these programs, they document the considerable curtailment of these
benefits in recent years. As a result of these cuts, they suggest, it is likely that
a gap has opened up between federal EI and provincial assistance, exposing
many Canadians to very low incomes without the prospect of claiming ben-
efits from either program. The extent of this gap, however, cannot be determined
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without further research. In keeping with the norm described in this chapter,
McIntosh and Boychuk’s evidence strongly suggests that recent changes in
passive measures have been guided by executive and bureaucratic actors at
both levels of government.

Klassen’s case study examines recent changes in active labour market
measures, and describes in detail the complex relationship between the federal
and provincial governments in this field; this relationship changed fundamen-
tally with the signing of labour market development agreements (LMDAs)
between Ottawa and all but one of the provinces. As we have seen, active mea-
sures have not been subject to the kind of wide-ranging cuts that passive
programs experienced in recent years. Consequently, the implications of the
shear intricacy of this intergovernmental relationship is the major focus of
Klassen’s study. Again directed mainly by federal and, increasingly, provin-
cial executives, this federal-provincial nexus is subject to very little democratic
oversight by legislatures and other mechanisms of societal representation, such
as the private sector boards reviewed earlier.

McBride and Stoyko’s study of youth initiatives suggests an equally
complex federal-provincial dynamic. Labour market programs for young people
differ significantly among jurisdictions, and the intergovernmental relation-
ship varies considerably from one province to the next. While both ievels of
government have launched new initiatives for youth in recent years, these au-
thors suggest that these steps reflect — rather than contradict — the generally
conservative drift of policy change in the labour market sector. As Keynesian
macroeconomic policies were abandoned in the 1980s, modest supply-side
initiatives directed at young people became the preferred alternative. Most of
the new measures that they describe are designed to encourage a rapid return
to employment, as the conservative reform variant described earlier prefers,
rather than providing more extensive, and expensive, pre-employment train-
ing. Here again, executives in Ottawa and the provincial capitals have guided
the policy change.
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DIS-COVERED: EI, SOCIAL ASSISTANCE
AND THE GROWING GAP IN INCOME
SUPPORT FOR UNEMPLOYED CANADIANS

Tom McIntosh and Gerard W. Boychuk

INTRODUCTION

The intergovernmental negotiations that resulted in the Social Union Frame-
work Agreement came after a significant amount of restructuring had already
occurred in two of the most important elements of Canadian social welfare
policy — provincial social assistance programs and the federal Employment
Insurance (EI) program, formerly known as Unemployment Insurance {UI).
Given the important role that both social assistance and EI play in income
maintenance for the unemployed, this study is an attempt to come to grips with
the current state of governance for these programs in light of these changes
and also to understand how provincial social assistance programs interact with
El Understanding this will, to some degree, perhaps point toward some com-

‘prehension of how these programs will be governed in the future and may have

implications for the manner in which the Framework Agreement is implemented
and operationalized.

Social assistance and UL/E] are, historically and currently, two distinct
types of social policy. They have different histories and different rationales,
They also engender different politics, and the two programs are perceived very
differently in the minds of the Canadian public.! Despite these differences,
there has always been some degree of overlap between the two programs.,
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However, they have, by and large, operated independently of one another. Yet
the political and economic context in which social policy exists has undergone
significant changes in Canada and other western nations in recent years. This
change may indicate that two programs long thought to be more or less inde-
pendent of each other may need to be examined more closely, and more
thoroughly, in terms of the manner in which they interact. The question that
arises is whether the two programs are interacting more now than in the past
and what that may — or should — mean for the independent governance of
these programs.

While the period from 1950 through the 1980s was marked by expan-
sion in the Ul system,? in the 1990s the UI system became less generous —
paying lower benefits for shorter periods — and the transformation from Ul to
ET has further restricted the program. Thus, it would appear that those who fall
off the UL/EI rolls would, to some extent, be taken up on provincial social
assistance rolls (providing they meet the eligibility requirements). This should
increase the interaction between the two programs in terms of the provision of
income support to the unemployed. Yet, as is demonstrated below, the social
assistance programs in the provinces have also contracted in recent years —
becoming less generous and imposing more restrictions on eligibility. In addi-
tion, the rise of two-income families further reduces an individual’s eligibility
for social assistance because it is calculated on household rather than indi-
vidual income. _

This study attempts to understand the transformations of both UI/EI and
social assistance and the importance of these changes for the interaction of
these two programs. The study is divided into five substantive sections. The
first deals with the development of the different social assistance regimes in
Canada and with their current state. This section examines the federal-provincial
dimension of social assistance as represented through federal transfers used to
fund social assistance, the extent to which social assistance is and is not a
source of “income support for the unemployed” and the changes that many
social assistance programs have undergone in recent years, The analysis here
reveals that there appears to be a higher proportion of employable unemployed
receiving social assistance benefits than was previously the case. However,
there are significant and important variations across the provinces and this
should not be taken to indicate that it is easier for those deemed “employable”
to qualify for and receive social assistance benefits. What is evident is that it is
difficult to talk about “social assistance in Canada.” Rather, the provincial pro-
grams have significant differences in terms of their history, their goals, and
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their structure. This makes the overall assessment of how social assistance and
EI interact with each other that much more complex.

The second section of this chapter explores the history of the federal UI
program from its beginnings in the 1940s through to the recent overhaul that
created the new EI system. Included here are the most important sets of “re-
forms” the program underwent from the 1970s through to the 1990s and the
important role that UI/EI has in the political economy of particular regions of
the country. The section ends with an examination of the recent controversy
concerning the EI surplus, premium rates, benefit levels, and the changing na-
ture of the program’s coverage.

The third section explores the interaction between provincial social as-
sistance programs and the federal EI program in recent years. What becomes
evident here is that there are important holes in the data around this interaction
that make clear conclusions difficult. There has yet to be a long-term study of
the interaction across most or all of the provinces that links EI and social as-
sistance data. Yet it appears likely that the recent changes both to EI and
provincial social assistance programs, coupled with some socio-economic
changes around the composition of the workforce and the nature of employ-
ment, have made the “distance” between the two programs greater now than in
the past.

The fourth section attempts to assess the nature of the intergovernmen-
tal regime that is governing this interaction. This assessment is based on the
interplay of three general sets of factors — principles of federalism, democratic
principles, and policy goals — as they relate to different intergovernmental
regimes.’ Different intergovernmental regimes each pose particular problems
or challenges for the interplay of those factors. What becomes clear in this
assessment is that the divided nature of what we have termed “income support
for the unemployed” has resulted in important barriers to understanding the
interaction of the relevant parts of the EI and social assistance systems. The
growing gap between the two programs is not a policy “failure” in and of itself
and 1s, in fact, the intended result of quite deliberate policy on the part of both
the federal and provincial governments.

However, it does represent a policy failure in the sense that there is a
serious Iack of information on who is falling between the programs, whether
they are able to reinsert themselves into the labour market, and what the impli-
cations are for future periods of high nnemployment. The current information
failure may lead to more serious policy failures in the face of future economic
downturns which will leave “a substantial proportion of the labour force without
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any income.™ Secondly, the division of responsibility for income support for the
unemployed between the different orders of government contributes to problems
with democratic accountability as it is unclear as to which order of government is
properly responsible for the people falling between the two programs.

This section then outlines possible options around the future govern-
ance of the two programs that could help eliminate some of the democratic and
policy failures, but which would involve significant trade-offs in terms of some
of the other assessment criteria. At the same time, this section attempts to un-
derstand the political consequences of different forms of governance and the
political context in which a debate around such alternatives will occur. As for
the alternatives themselves, in the first instance is the possibility of making
“income support for the unemployed” the responsibility of only one order of
government. Whether suck policy was to be centralized with the federal govern-
ment or decentralized to the provincial governments, either option would involve
difficult policy and political choices. Another option proposes a concerted ef-
fort on the part of both orders of government to fill in the gaps in the
understanding of the social assistance-EI interaction. Such an effort would be
designed to highlight mote clearly the effects of the policy gaps noted in the
previous sections.

The final section of the paper attempts to assess the alternative regimes
with reference to the same criteria that were applied to the assessment of the
current regime. If the analysis of the current regime is correct, that there are
growing gaps in terms of the provision of income support (as a result of the
simultaneous contraction of both UI/EI and social assistance), then an attempt
needs to be made to understand how the possible alternatives might address
this situation while keeping in mind that any alternative regime will have both
positive and negative consequences with regard to the other assessment criteria.

SOCIAL ASSISTANCE IN CANADA
The Federal-Provincial Aspect

Provinces have jurisdiction over social assistance by virtue of the constitu-
tional provision granting them exclusive jurisdiction over “hospitals, asylums,
charities and eleemosynary institutions” (section 97, 7) which was buttressed
by powers over “all matters of a merely local or private nature” (section 92,
16).> Despite this constitutional allocation of responsibility, the field of social
assistance has not been as clearly disentangled as it might be presumed from
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the formal division of powers, Yet, at the same time, it is extremely important
not to overstate the significance of federal involvement in this field.

Because of the division of powers, federal involvement in the provision
of social assistance has taken the form of cost-sharing under the auspices of
the federal spending power. This involvement in social assistance first took the
form of categorical cost-sharing programs for the aged (1927), blind (1952),
and disabled (1954). Federal cost-sharing for unemployment assistance (1956)
considerably broadened the programs eligible for cost-sharing as needs-tested
categorical social assistance programs. This broadening was significantly fur-
thered under the auspices of the Canada Assistance Plan (CAP) in 1966 which
consolidated these existing federal programs under one umbrella program. In
addition to this consolidation, CAP extended cost-sharing for social assistance
for needy mothers and widows which were not previously cost-shared.

The federal government viewed flexibility in these cost-sharing arrange-
ments as an “end in itself.”® The provinces were to remain fully responsible
for administration and program delivery. CAP was intended to have little ef-
fect on the delivery of social assistance programs which would continue to be
provided on the basis of existing provincial categories. In keeping with this
thrust, federal conditions were not very rigorous.” However, federal transfers
could be expected to be “a critical factor in equalizing the capacity of provinces
to provide ... social assistance.”® Cost-sharing would “break the bond between
the strength and wealth of a provincial economy and its access to public
revenue ... Once the link has been broken, then the poorer provinces are able
to provide a level of spending comparable with the other provinces.”® How-
ever, cost-sharing appears to have had contradictory effects. On the one hand,
cost-sharing is said to equalize the fiscal capacity of provinces so that they
might be expected to provide more similar levels of services. On the other
hand, cost-sharing allows provinces that are already willing to commit funds
to social assistance to offer those services at an even higher level relative to
other provinces. Thus, despite the advent of federal cost-sharing for social
assistance, the range of aggregate provincial gross expenditures per capita was
roughly the same by the early 1980s as it was in the late 1940s. Provincial
differences in per capita expenditure on social assistance did not merely re-
flect differences in overall provincial spending or differences in provincial
wealth. Further, provincial social assistance rates over the CAP period did not
demonstrate significant convergence. .

CAP remained relatively unchanged from its inception until the early
1990s. The 1990 federal budget announced that the funds transferred to the



|
|
|
|
|
|
!
|
|
|

70 Tom McIntosh and Gerard W. Boychuh

three richest provinces — Alberta, British Columbia, and Ontario — would be
limited to a 5 percent annual increase for the following two years. This change
fundamentally altered the open-ended, matching cost-sharing of CAP. This cap
on CAP is largely explained by the fact that Ontario had the highest rate of
growth in CAP transfers in the mid- to late 1980s and expensive plans for
reform. The federal move simply indicated the federal government’s refusal to
pay for Ontario’s proposed reforms. The cap on CAP clearly represented a
level of federal unilateralism that had not yet been seen in terms of cost-sharing
for social assistance.

This proclivity on the part of the federal government toward unilateral-
ism was reinforced and greatly amplified with the replacement of CAP with
block-funding for social assistance under the Canada Health and Social Trans-
fer (CHST) in 1996. This move represented a clear trend toward disentanglement
in the field of social assistance. Current federal policy has moved explicitly
toward accepting diversity in provincial program design and delivery. Unlike
CAP, under the CHST there will not even be federal pretensions of ensuring
any standards of uniformity in provincial social assistance provision except
for a restriction against provincial residency requirements.

Patterns of Development in Social Assistance Provision

" One of the most striking aspects of the recent development of social assistance

provision in Canada is that, despite much rhetoric about the dismantling of the
social safety net, social assistance expenditures and levels of benefit receipt
have been amazingly resilient.!” (See Figure 1.) Levels of social assistance
receipt nearly doubled from 1990 to 1994 when they first began to climb sig-
nificantly since the early 1980s. Since the peak in 1994, levels of assistance
receipt had declined by 1988 by about 17 percent to rest at levels similar to
those of the early 1990s.

Considerable increases in the number of social assistance recipients over
the late 1980s and early 1990s have prompted a search for explanations. One
of the prime candidates for providing an explanation is the proposition that
social assistance has increasingly become a program of income support for the
unemployed. Especially important in this regard are claims that “[rJeduced
federal support for employment insurance means more dependency on provin-
cial and territorial welfare programs”™ — a claim that the provinces largely
support and the federal government largely denies.!' The federal-provincial
debate on this issue provides the backdrop for the central question of this
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FIGURE 1
Soctal Assistance Recipients, Canada and Selected Provmces 1988- 1998
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section: To what extent has social assistance become a program of income
support for the unemployed?

Social Assistance: Income Support for the Unemployed?

Social assistance defined as cash or in-kind benefits provided to those deemed
to be without the means for an adequate level of subsistence, while crucial in
this regard, 1s both broader as well as narrower than simply being a program of
income support for the unemployed. There are two ways in which social as-
sistance is broader. First of all, social assistance also provides assistance to
those who are unemployable or have no significant labour market attachment.
Second, social assistance may also provide support to those who are employed
but remain in need. On the other hand, social assistance is a narrower program
-than providing income support to the unemployed in the sense that unemployed
persons seeking social assistance benefits also must be in need. As such ben-
efits are generally provided after stringent income, asset, and needs tests, a
large proportion of those fmdmg themselves unemployed are-not eligible for
social assistance. ‘ : SR
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Considering the ways in which social assistance is both broader and
narrower than simply providing income support to the unemployed, social as-
sistance may become more clearly a program aimed at providing income support
to the unemployed in two distinct ways: first, to the extent that, of all social
assistance recipients, the proportion who are considered unemployed
employables is increasing and second, to the extent that unemployed persons
receiving social assistance benefits constitute a greater proportion of the entire
unemployed population. This distinction is crucial. Several provincial social
assistance regimes now define a greater proportion of their beneficiary popu-
lation as employable but have not extended social assistance benefits to a greater
proportion of the unemployed and, in this sense, have not become more clearly
programs of income support to the unemployed.

Unemployed “Employables” as a Proportion of Social
Assistance Beneficiaries

Provincially reported figures make a distinction between employable and un-
employable recipients and the relative proportions of each have changed
significantly in certain provinces." It is often argued that across provinces the
proportion of employable recipients has risen considerably. There are at least
two rejoinders to such claims. The first is in regards to the actual numbers. In
1995, Patricia A. Evans claimed that the most recent data (1993) then available
revealed that the percentage of empioyable recipients had declined by 10 per-
cent between 1986 and 1993."% The second rejoinder regards the definition of
employability. Variations in the proportion of employable recipients both across
provinces and time periods may be simply the result of changing definitions of
employability.

An examination of changes in the proportion of employable recipients
from 1985 to 1992 — albeit dated — reveals significant differences among
provinces both in the overall proportion of social assistance recipients consid-
ered employable as well as variation in the rate of change in this proportion
over time.

While it is likely that these changes are the result both of demographic
changes and policy changes, there has been little work done on the extent to
which these changes are a function of actval changes in social assistance
caseloads or a function of changing provincial definitions of employability.
Evans notes that “most changes to the definition of employability have tended
to broaden it, but there is no estimation of the impact of these changes on the
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TABLE 1
Percentage of Social Assistance Caseload Reported as Unemployed, 1985, 1992

1985 1992 % Change
% % %
Newfoundland* 25.4 282 + 15.1
Prince Edward Island 337 357 + 59
Nova Scotia** 315 38.2 + 213
New Brunswick . n/a n/a n/a
Quebec 66.7 76.7 + 158
Ontario 229 35.6 + 555
Manitoba* 16.1 452 +180.7
Saskatchewan 49.1 51.1 + 4.1
Alberta 321 41.6 + 29.6
British Columbia n/a n/a n/a

Notes: :
*Data include persons who are employed but with insufficient earnings.
**All municipal recipients are treated as unemployable.

Source: National Health and Welfare, Inventory of Income Security Programs in Canada
(Ottawa: Supply and Services Canada, 1995},

size of the employable caseload.”' Changes to the definition of employability
have tended toward defining it more widely.” There are, however, some nota-
ble exceptions to this process of broadening the definition of employability.

What is needed to separate out the influence of these two different
explanations — changes in provincial definition of employability versus
changes in the actual characteristics of the caseload — is micro-data simula-
tion that would apply employability rules of one province to the caseloads of
the others. In the absence of such simulations, one might examine the demo-
graphic characteristics of the caseload to see if changes in the caseload
composition are suggestive of demographic differences driving the higher levels
of employable recipients.

There is little evidence to suggest that the nature of provincial social
assistance caseloads has changed dramatically (See Appendix B). From 1987
(when CAP annual reports first began to include the family composition of
households receiving social assistance) to 1994, there was no change in the
family composition of social assistance recipients. Despite the fact that this
picture varies considerably across provinces, the proportion of the caseload
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comprised of those for whom social assistance programs “were originally con-
ceived and designed”"” has been increasing rather than decreasing. Recipients
within particular categories might well be more employable than they were in
the earlier period and changes in the level of employability of recipients may
be more than an artifact of changing definitions of employability. However,
changes in the number of employable social assistance recipients are not the
results of changes in the proportions of the caseloads comprised by various
family types which are generally assumed to exhibit differing levels of em-
ployability as is argued by Barrett ef al. for example.

One might expect, if it were the case that social assistance was increas-
ingly coming to be a mechanism of income support to the employable, that the
caseloads would increasingly be made up of people using social assistance for
relatively brief spells to replace income during periods of unemployment. There
are some indications that average duration of benefits (at least in certain
provinces) was dropping significantly over the late 1980s and early 1990s.'

However, over the course of the 1990s, it appears that the opposite has
~ been the case and that the caseload is increasingly becoming composed of long-
term recipients. In the five-year period from 1992 to 1997, the number of cases
experiencing spells of welfare receipt of less than one year duration fell by 35
percent.” The number of cases experiencing spells of welfare receipt of more
than one year but less than two rose and then dropped — ending the period at
the same level at which it started. However, the number of cases experiencing
a spell of welfare receipt of more than two years increased by over 50 percent
in this period. While the proportion of the total caseload comprised of short-
term recipients (less than one year) dropped from over half the total caseload
to just over one-third, the opposite was the case with long-term recipients (more
than two years) which increased as a proportion of the total caseload from just
over one-third to fully ong-half of the total caseload.

These figures cast significant doubt on the claim that social assistance
caseloads are increasingly comprised.of people with high employability and
strong labour market attachment. Instead, these patterns are suggestive of a
hardening of the welfare rolls with social assistance caseloads increasingly
coming to be comprised of those who are further away from, rather than nearer
to, the labour market, ,

Just because social assistance programs were becoming more geared
toward providing income support to the unemployed in terms of the proportion
of recipients deemed “employable,” this would not mean that it is necessarily
any easier for unemployed persons to receive social assistance or that a greater
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FIGURE 2 _ :
Welifare Cases by Length of Current Spell in March of Each Year, 1992-199
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proportion of all unemployed people are coming to rely on social assistance.
Key information needed to assess the extent to which social assistance has
come to more closely approximate a program of income support for the unem-
ployed is the proportion of people experiencing job separations who come to
receive social assistance benefits. Of all job separations sampled (1993), Wong
reports that 5.9 percent of those experiencing job separation received social
assistance benefits at some point within five months after their job separa-
tion? and this figure varies widely over provinces.?' (See Appendix C.)
Unfortunately, similar data are not examined over time and there is nothing to
suggest that the proportion of people coming to rely on social assistance after.
experiencing a job separation has been increasing.

Changing Provincial Social Assistance Provision:
Trends and Provincial Differences

The National Council of Welfare noted that “[o]ne of the most discouraging
trends in welfare reforms in the 1990s is the hardening of the welfare systems
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toward the people it was set up to serve, Welfare fraud squads, telephone hotlines
for suspected abuse and intrusive new verification methods have stripped even
more of the dignity of people on welfare. Welfare rights groups everywhere
have reported a deterioration in the attitude of the welfare system towards re-
cipients.”” These types of restrictive actions described by the National Council
of Welfare are not only important symbolically, they are likely highly effective
in terms of dissvading unemployed employables from applying for benefits.
More speculatively, such policies may be discouraging persons in tenuous
employment positions from counting on social assistance as a potential avenue
of income support should they become unemployed.”

These trends are likely linked to generalized perceptions that social as-
sistance has come to be a program of income support to unemployed
employables rather than to more deserving recipients. However, these trends
are indicative of a backlash against such a development and of the fact that
provincial governments are for the most part unwilling to further extend the
availability of social assistance benefits to people who are employable. Fur-
thermore, provincial governments are only willing to extend support to those
who are willing to endure elevated levels of intrusion and stigmatization in
order to receive benefits. To the extent that social assistance has come increas-
ingly to provide income support to the unemployed, these developments appear
largely to have taken place contrary to the policy intentions of the provinces.
In this sense, provinces have actively resisted policy overlap with other pro-
grams of income support to the unemployed.

One example of this is asset exemptions. Asset exemptions are very im-
portant in determining the availability of social assistance as a mechanism of
income support to the unemployed. They are a critical component in determin-
ing whether unemployed persons are in need and thus eligible for assistance.
Lowering asset exemptions will result in a lower proportion of the unemployed
being eligible for social assistance benefits. Asset exemptions in Canada are
strict by comparative international standards.® Over the course of the 1990s,
several provinces have made significant changes to their asset exemption poli-

- cies that have served to further restrict the level of allowable assets and make
‘social assistance less available as income support for the unemployed (see

Appendix D). _

However, despite these general trends, it is crucial to note that social
assistance systems also differ considerably from province to province.” While
the common theme in the development of provincial social assistance regimes
over the 1990s has been the creation of incentives — either for social assistance
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recipients to accept paid employment or to discourage people from entering
the welfare rolls in the first place — there have been at least three distinct
variations evident in the development of provincial social assistance systems:

*  simply cutting social assistance (both benefits and eligibility) and pro-
viding increased incentives to gain or maintain paid employment through
lowering levels of social assistance and making the conditions of social
assistance less attractive relative to wage labour;

* providing positive reinforcements of work incentives which often en-
tails extending benefits to recipients who leave assistance for work and
implementing generous earnings disregards;

*  and, finally, providing benefits and programs to all low-income families
to ameliorate the disincentive of leaving social assistance for paid
employment.*

These variations are significant as each entails different political dynamics
and each has different implications for the extent to which social assistance
may serve as a mechanism of income support to the unemployed. Various
provinces fit more or less easily into any one of these models and traces of
each are found in all provincial systems. Nonetheless, there are significant
differences between provinces in the extent to which they have espoused these
different models. Such differences also mark differences in the extent to which
social assistance in various provinces can be expected to act as a mechanism
of income support to the unemployed.

The first strategy ranges from provinces that primarily rely on simply
cutting benefits and eligibility (Alberta) to those that rely (or appear to rely)
on more active intervention by the government in discouraging reliance on

“social assistance by those otherwise able to. work (such as the implementation

of workfare in Ontario). A range of options in between includes such measures
as increasing intrusive enforcement and verification mechanisms.

Alberta provides an excellent example of increasing work incentives
through retrenching social assistance provision. The social assistance caseload
in Alberta fell by nearly 50 percent from 1993 to 1996. While undoubtedly
aided by the economic boom, these caseload reductions far exceeded reduc-
tions in other provinces that at various times experienced higher and more
sustained economic growth rates. They also exceeded by far the caseload
changes experienced during the much more robust growth rates of the mid-
1980s.2" Clearly, caseload reductions in Alberta are the direct result of changes
in social assistance provision. The major changes in the provision of social -
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assistance have been twofold; the restriction of eligibility and the reduction of
benefits.?® The National Council of Welfare notes that “Alberta made a con-
certed effort to minimize the number of people who would come onto the welfare
rolls.”® The practice in Alberta became to routinely deny the first application
for assistance as a standard operating procedure.® This change alone explains
most of the decrease in caseloads.”

Other provinces that have followed this pattern to various degrees in-
clude Newfoundland, Prince Edward Island, Nova Scotia, Quebec, and Ontario.
Ontario announced a major social assistance benefit reduction in 1995; how-
gver, this mainly countered the large increases of the late 1980s. The major
change in social assistance provision in Ontario has been the rhetoric and halt-
ing implementation of workfare. Workfare was introduced as part of a package
of “tightening up” the social assistance system which had been taking place
since before 1993. This tightening of the system included new cligibility re-
strictions (including restrictions on persons quitting or losing a job) as well as
reinstating the spouse-in-the-house rule.”> Enhanced verification and enforce-
“ment mechanisms included the reinstatement of mandatory home visits and a
province-wide “snitch line” which “was inaugurated with much fanfare.”
Rather than extending benefits for persons leaving social assistance for em-
ployment, Ontario began to retract such extended benefits. For example, health
benefits, which were previously extended to recipients leaving social assist-
ance, were ended and, as of April 1998, when recipients Jeave social assistance
for employment, they now lose their health benefits.*

An alternative approach is to enrich employment programs for social
assistance recipiénts as well as extend benefits provided to recipients leaving
social assistance for employment. While this model is perhaps most evident in
the case New Brunswick, it is also evident in particular aspects of social as-
sistance provision in Manitoba, Saskatchewan, and Newfoundland.

Changes to the social assistance system in New Brunswick, implemented
under the. Family Income Security Act, included extending earning exemptions
as well as expanding health benefits, social services, and daycare assistance
for persons leaving social assistance for employment.” Asset exemptions for
employable recipients were also doubled making it easier for unemployed per-
sons to claim assistance benefits, However, the key element in the social
assistance system in New Brunswick has been employment programs — such
as NB Works which offers a continuum of activities: job placement, extra-
mural high school, skills training, and subsidized employment.*® While these
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types of programs are sometimes referred to as workfare, it is crucial to note
that this program is voluntary and restricted to persens who have been on so-
cial assistance for more than six months and who have also been assessed as
having the greatest potential for success. These are hardly the characteristics
one might expect in a punitive workfare program.”

British Columbia, Saskatchewan, and Quebec have undertaken funda-
mental reform of social assistance that extends a range of benefits to both the
unemployed and the working poor based on income tests rather than needs
tests. While these new income-tested benefits mark a significant change in the
provision of social assistance in these provinces, none of these provinces go so
far as to have meaningfully taken children off welfare — to use the phrase
often applied to such programs (see Appendix E).

This is the model that underpins the new National Child Benefit (see
Appendix F). The development of these initiatives both at the federal and pro-
vincial level will have very important implications for the relationship between
social assistance and Employment Insurance. Income-tested child benefits for
all low-income families that replace part of the financial aid that families now
receive through social assistance have at least two effects in terms of the ex-
tent to which social assistance will serve to act as a program of income support
for the unemployed. On the one hand, income contingent programs are much
more easily available to people with children who become unemployed than
are needs-tested programs. Because they are income-tested and hence much
more responsive than social assistance to changes in income resulting from
unemployment, the linkage between these programs and the federal UI/EI pro-
gram will be much more direct than was the case for provincial social assistance.
Secondly, the residual provincial social assistance programs — to the extent
that children and the disabled are increasingly provided for under other pro-
grams — become much more clearly programs of income support for the
unemployed. In fact, it may be argued that there is little justification for main-
taining provincial programs of income support, distinct from EI, for parents
and single persons who are not disabled. Certainly, the politics of maintaining
or enriching such programs seem dismal, especially in contrast to eariching
programs ostensibly providing benefits to children of both the unemployed
and working poor. Concomitantly, the increasing focus of provincial social
assistance programs on providing income support to ostensibly employable
adults may force the provision of income maintenance for this group squarely
back into Ottawa’s court. - '
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Concluding Comments on Social Assistance

Among the provinces in the 1990s, the retrenchment model appears to have
dominated. However, as of the mid- to late 1990s, the extension of income-
tested benefits has acquired considerable cachet and may provide both a model
and as well as political momentum in favour of a system based on separate
income support for dependent children and income support for the unemployed.

The likelihood that the income-tested child benefit model will emerge
as the dominant model in provincial provision of income support for the needy
is contingent upon two factors. First, further developments in this direction
will likely hinge on the perceived success of assistance systems in the three
provinces that have adopted this model as well as the perceived success of the
National Child Benefit program and associated provincial reinvestments. Sec-
ond, it will depend on the coalescence of a broader consensus among various
groups that have thus far seen social policy reform primarily in zero-sum —
rather than positive sum terms — such as those seeking to maintain the path of
deficit reduction and those concerned about the poor.® Income-tested benefits
appear to have the potential to provide a basis around which such coalitions
may form. However, their formation is neither pre-ordained nor automatic.

What is the likelihood that provincial policies will develop that will pro-
vide a focus around which such coalitions may form? It has been argued that
the politically easiest route for the development of such policies is through the
reform of extensive universal flat-rate benefits in which benefit reductions for
high-income families finance enriched benefits for low-income families.* Thus,
the development of an income-contingent child benefit out of universal Family
Allowances seems a logical pattern of policy development in a period of re-
trenchment.** At the provincial level in which the dominant model of social
provision is the needs-tested approach, this avenue of policy development is
foreclosed. There are no substantial universal social programs to provide fund-
ing for enriched targeted benefit programs. A transition from needs-tested
programs to income-contingent benefits for all low-income earners will un-
doubtedly entail increased expenditures. In many provinces — especially those
that adopted the retrenchment model of social assistance provision in the
1990s — there are few indicaiions that new funds will be available soon for
social policy development, Provinces can, however, offset the increased costs
of more extensive provision of benefits by decreasing the levels of benefits. In
provinces that have already reduced benefits or had parsimonious benefits to
begin with, this option is foreclosed.
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However, there are two reasons to be more sanguine regarding the pro-
vincial development of such programs. The federal-provincial national child
benefit initiative eases this transition problem by providing some, albeit lim-
ited, funding as well as some federal leadership. Perhaps as importantly as its
implications regarding the prevailing approach to providing income support to
the needy, the National Child Benefit also signals a particuiar direction in the
development of federal-provincial relations:

with Ottawa’s fiscal situation improving more rapidly than expected, there are
indications that federal-provincial relations will be subject to a new set of dy-
namics. Rather than restoring social transfers to the provinces or reducing the
tax room it occupies to reflect a diminished federal role in social policy, we see
a definite trend toward highly visible and direct federal interventions.

Perhaps more importantly, the associated provincial reinvestment strat-
egies that generally follow the income-contingent benefit model ensure that
provinces will have some experience with such programs. These programs will
also now compete against other programs for any increased social spending.
Thus, they may act as the thin edge of the wedge in loosening the dominant
needs-tested approach in provincial social provision. Further, the nascent de-
velopment of income-contingent child benefits out of the reform of needs-tested
social assistance programs in British Columbia, Saskatchewan, and Quebec
demonstrates that development in this direction is a real possibility even if
reforms in this direction are likely to be more difficult than the transition to
income-contingent benefits from pre-existing universal programs.

THE EVOLUTION OF UNEMPLOYMENT INSURANCE
The Origins of a National Program

Unemployment Insurance is somewhat unique in terms of social policy, as it is
one of the few programs that is both national in scope and fully federal in
jurisdiction. Indeed, its relative uniqueness is further emphasized in that it
exists as the only major social program in the country that was developed in
light of a constitutional amendment that placed the program unambiguously
within the legislative jurisdiction of the national government.

The idea of a nationally administered program to deal with the employ-
able unemployed goes back at least as far as 1919 when the Royal Commission
on Industrial Relations recommended that there be a national insurance scheme
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to deal with the temporarily unemployed. In 1935, in the midst of the eco-
nomic turmoil of the Great Depression, Prime Minister R.B. Bennett passed a
number of bills modeled on the Roosevelt “New Deal” in the United States.
Among these was the Employment and Social Insurance Act:which would have
created a national unemployment insurance system. Following the 1935 elec-
tion, the new Liberal government referred these bills to the Judicial Committee
of the Privy Council which ultimately declared most of them ultra vires, or
beyond the federal government’s legislative competence.

In 1937, the federal government appointed the Royal Commission on
Dominion-Provincial Relations, known popularly as the Rowell-Sirois Com-
mission, to examine “the economic and financial basis of Confederation and
of the distribution of legislative powers in light of the economic and social
developments of the last seventy years.”* The 1940 report recommended that
“provisions for the employable unemployed should become the responsibility
of the Dominion.” The commission argued that the provinces would be unable
to finance such programs and that in the interest of pan-Canadian uniformity,
the federal government should administer such a program. On 25 June 1940,
the House of Commons unanimously passed a motion calling for the British
House of Commons to amend what was then the British North America Act,
1867 to make the provision of unemployment insurance a matter of federal
competence. The program went into effect 12 months later.

The Beginnings of Unemployment Insurance

The point was made above that social assistance programs are both more and
less than “income support for the unemployed.” A similar statement, though
somewhat qualified, can be made about unemployment insurance. It is, and
remains, a means of income support for unemployed empioyables. it is de-
signed to provide short-term benefits in periods of transition from one job to
another and, in some cases, to offset the loss of income for seasonal workers
during “down times.” Yet, there has always been an element of the program
that made it part of a broader set of labour market policies and, as time went
on, this element grew in significance. This process is perhaps more subtle than
it is in the case of social assistance, but it is an important element of the story
that needs to be outlined. The first instance of this comes in the aftermath of
World War II when the government used the UI program to provide a cushion
for returning soldiers and as a cushion for the economic dislocation caused by
the transformation to a postwar economy.



Dis-Covered; EI, Secinl Assistance and the Growing Gap in Income Support 83

The intent here is not to outline the entire history of the program, but
rather only to highlight its most important aspects, What follows is an analysis
of some of the major changes to the program since the 1940s with a particular
emphasis on how they have played themselves out in terms of the intergovern-
mental relations they engendered. Pal makes the point that there is a potential
intergovernmental conflict between those elements of Ul that are designed to-
ward labour market adjustment (e.g., training programs) and provincial
employment policies.” However, while there may be a consensus that, gener-
ally speakirig, employment and labour market policy are areas of provincial
concer, there is nothing in the constitution that makes this explicit. Indeed,
there is a long federal history of involvement in this area under the National
Training Act that may give some legitimacy to the fact that, at least de facto,
this may be an area of shared jurisdiction.

There was also another potential area of intergovernmental conflict, Pal
notes. In establishing UL, the federal government effectively took responsibil-
ity for a group of people previously thought to be within provincial jurisdiction,
namely temporarily unemployed employables. As Pal points out, these indi-
viduals are, in most instances, the least needy of the needy. They have previous
attachments to the labour market, they are clearly able to work, and they may
have their own savings with which to supplement benefits. The provinces, on
the other hand, were left with the most needy — those with the fewest skills
and the biggest barriers to accessing the labour market. At the same time, there
‘developed what Pal calls an informal “human bridge” between the federal UI
program and provincial social assistance programs. If an individual exhausted
- their benefits under the former, they moved themselves eventually onto the
latter. This Pal argues creates a “strong if undefined obligation” on the part of
the federal government to help the provinces and drove, in part at least, the
expansion of Ul in the 1960s and 1970s and the establishment of the Canada
Assistance Plan*

Yet, Pal’s analogy of the “bridge” is somewhat misleading. It assumes a
relatively straightforward transfer from one program to another and this is
clearly not the case. As noted above, there are ten different social assistance
regimes in Canada with different rules of eligibility and different levels of
generosity, Ul exhaustees are not necessarily eligible for social assistance. They
may have assets that need to be liquefied and exhausted, they may have a spouse
whose income precludes receipt of social assistance and there is a strong so-
cial stigma attached to social assistance that may mitigate the willingness of
an individual to accept benefits. Rather than there being a bridge between UI
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and social assistance, it may be better to see the programs as islands separated
by varying distances of water between the Ul “island” and the ten social as-
sistance islands. Those distances present different obstacles to the individuals
who must swim from the Ul island to a particular social assistance island.

The early years of the UI program produced little in the way of overt
intergovernmental conflict. One of the reasons for this may well be the limited
nature of the program itself. It was, more literally then than now, an insurance
program that sought to minimize risk. A number of industries thai were con-
centrated in the less economically secure regions of the west and Atlantic
Canada (e.g., fishery and forestry workers) were deliberately excluded from
the program while workers in the most secure sectors of the economy (e.g.,
government employees and teachers) were also excluded. In short, the original
configuration of UI covered only about 42 percent of the Canadian workforce.
This, in effect, minimized the potential for intergovernmental conflict over the
structure of the program by minimizing regional differentiation within the
program.

Amendments to the program in the following decades began to change
these features. The program was expanded to include an increasing number of
seasonal workers and by allowing essentially self-employed fishers to contrib-
ute to the program and thus receive benefits. To some extent these can be said
to constitute departures from a model based on “sound actuarial principles,”
and they also begin to add a regional dimension to the program insofar as the
“higher risk workers” being added to the program were disproportionately situ-
ated in particular parts of the country. As the federal government has itself
pointed out: “social policy in the 1960s focused on improving the adequacy of
income protection and social assistance and on increasing employment oppor-
tunities.”* This, of course, coincided with the construction and expansion of
the postwar welfare state in most western democracies and with a period of
general economic growth and expansion. By 1968 the UI program had grown
to cover 68 percent of the workforce, but there were also growing questions
about the manner in which the program was dealing with “seasonal unemploy-
ment ... and the need to ensure effective linkages between Ul and social
assistance.”*

The pressure to reform or restructure Ul in some important manner re-
flects the concern raised by Pal above. The Ul system was being increasingly
seen not only as a means to provide temporary assistance during irregular pe-
riods of unemployment, but could aiso be used as part of a broader political



Dis-Covered: E1 Social Assistance and the Growing Gap in Income Support 85

and economic strategy designed to redistribute income and deal with regional
economic disparities, ‘

The 1971 Ul Act: Beyond Insurance

The second overhaul of the Unemployment Insurance Act, the first having been
implemented in 1955, and the first major “rethinking” of UI’s political and
economic policy goals came in 1971. The new UI Act was based on a federal
government White Paper issued the previous year and entitled “Unemploy-
ment Insurance in the 1970s.” The general thrust of the White Paper was to
expand eligibility for UI while at the same time moving unemployment insur-
ance clearly into the realm of social insurance. The paper called for the Ul
system to move beyond the provision of income replacement for the temporar-
ily unemployed and into the provision of @ much wider range of services to
assist workers in retraining and reattachment to the labour market. This was
necessitated, the paper argued, in light of a changing national and interna-
tional political economy in which employment, even in traditional industries
and in new sectors of the economy, was increasingly likely to be subject to
significant and unpredictable fluctuations.”’ Despite some concerns being raised
about the possible costs of an expanded and more generous UI system,*® the
new UL Act, drawn in large part from the White Paper, went into effect in June
1971.

- The 1971 Act increased overall benefit rates, extended coverage to new
classes of workers, and instituted a complex formula of extended benefits to
unemployed workers in regions with unemployment rates substantially higher
than the national average. This recognition of regional economic disparities
across the country as a problem to be alleviated (if not solved) through the
Unemployment Insurance program marked the largest step to date away from
UI as simply income support for the unemployed. As a result, UI became, for
the federal government, an integral part of the welfare state’s attempt to redis-
tribute income and as a means of interregional equalization.

The White Paper was certainly correct in at least part of its analysis.
The 1970s was a period of significant economic turmoil both domestically and
internationally. The combination of increasingly high rates of inflation and
growing levels of unemployment, dubbed “stagflation,” meant that employ-
ment in virtually all sectors of the economy became increasingly insecure. The
global economy was undergoing an intense period of restructuring while the
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underpinnings of the Keynesian welfare state and the predominance of Fordist
production relations were being challenged.®

Through the 1960s, infiation had been persistent but relatively mild,
hovering at just under 3 percent per year. This, according to Gonick, “was
considered a small price to pay for near full employment This began to
change in the latter years of that decade and persisted through the 1970s. Mon-
etarists blamed excessive government spending, more traditional conservatives

_pointed to the increased power of unions and high taxes while others pointed

to increased corporate power, arms spending (at least in the US) and the ef-
fects of the OPEC oil shock in 1973-74 and again in 1979, These are, however,
more statements of fact than they are causal explanations,® but the resuit for
the Canadian Ul system was a massive increase in expenditures aimost imme-
diately following the adoption and implementation of the new legislation.

As Table 2 shows, the federal government’s costs associated with UT
fell immediately after the 1971 Ul Act was implemented, but rose substan-
tially in the decade following as the program became less and less “insurance”
and increasingly a form of regional economic development. The overall cost
of UL, including employer/employee contributions, more than doubled between
1970-71 and 1973-74. Again, this coincides with the international economic

TABLE 2
The Cost of Unemployment Insurance, 1970-1980

Total Cost of UI  Towal Cost Federal Share of UL Federal Share of UI

Tear (% millions) as % of GDP Costs (% of Total) Costs as % of GDP
1970/71 730 0.81 248 0.18
1971,/72 949 097 - 194 0.19
1972/73 1991 1.83 442 0.81
1973/74 2161 1.70 42.4 0.72
1974/75 2305 1.52 38.0 0.58
1975/76 3334 1.94 51.2 1.00
1976/77 3529 1.78 384 0.69
1977 /78 4124 1.89 43 4 0.82
1978/79 4462 1.85 474 0.93
1979/80 4192 1.52 309 0.47

Source: Employment Insurance Commission Annuat Reports, adapted from Stephen
McBride, Not Working (Toronto: University of Toronto, 1992), pp. 167, 169.
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turmoil noted above. As McBride states, “the shifting portion of UI borne by
general revenues and contributions is the extent to which the program is
redistributive.”* Throughout the latter half of the 1970s the legislation gov-
erning Ul would be further amended in an effort to restrain rising costs and
tighten eligibility associated with the 1971 reforms.

Unemploymenf Insurance in the 19805 and 1990s

These increased costs, related to increased generosity of benefits, the linking
of eligibility to regional unemployment rates, and the increasing levels of un-
employment, indicate the extent to which the goals of Unemployment Insurance
were changing. The program was less and less an insurance program and in-
creasingly a means of income redistribution and regional economic stabilization.
However laudable these goals may or may not be there remain questions as to
whether the UI system was the best means to achieve them.

The 1980s saw a number of reports and studies of the goals and costs of
the Unemployment Insurance system; most of the studies recommended some
degree of large-scale reform of the system. The Royal Commission on the
Economic Union and Development Prospects for Canada (the Macdonald Com-
mission) in 1985 recommended that the use of Ul to achieve income
redistribution was inappropriate. The system, it argued, was having negative
impacts on the functioning of the national labour market by reducing incen-
tives for workers to accept work.” The Forget Commission on Unemployment -
Insurance took a similar line,”* though a minority report of that commission
argued that the main goals of the program were only in need of limited adjust-
ments to make them more efficient.

In the following decade, the UI system would again be amended in light
of increasing costs associated with the rising levels of unemployment and the
desire to move Ul away from simple income replacement (i.e., a passive pro-
gram) toward a more active program that would seek to facilitate workers’
adjustment to an increasingly uncertain labour market. At the insistence of the
Auditor General the federal government effectively dismantled the separate

- “El account” and the collected premiums were deposited into the federal govern-
ment’s general revenue fund. Whatever accounting logic this may make, it also
helped fuel the use of the UI/EI surplus for deficit reduction in the 1990s,
especially given that it remains possible to separate both the amount collected
in premiums and the amount of UI expenditures.’® The 1990 UI Act increased
the emphasis on active measures under the Act and in 1993 the benefit rate was
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Jlowered from 60 percent to 57 percent as a means of cost containment. In
1994, the benefit rate was again reduced (to 55 percent of insurable earnings),
the duration of claims of shortened, entrance requirements were raised, and
supplementary benefits for low-income claimants with dependents were
reinstated.

These changes to the system reflect an increasing desire of the federal
government to achieve two basic goals. The first is the containment of costs in
light of higher levels of structural unemployment. The second is to remove the
perceived negative impact that the UI program had on the functioning of the
labour market. In other words, certain workers and employers, especiaily in
seasonal industries, were in a sense becoming “dependent” on the availability
of Ul and were organizing “their work around the system, resulting in patterns
of use of the program which are no longer consistent with a productive and
dynamic labour market.” ‘

Yet, there is a certain inconsistency with the way the government itself
viewed the provision of UL In the document, From Unemployment Insurance
to Employment Insurance: A Supplementary Paper, the government acknowl-
edges the multiple goals that Ul was supposed to meet (income replacement,
prevention of poverty, redistribution of income, economic stabilization, and
labour market adjustment) immediately prior to raising the issue of frequent
claimants and the regional variations as a justification for reforming the sys-
tem.”” The document does not explicitly disavow the “social policy” objectives
of the Ul system, but it does seem clear that, in the context of rising costs, they
were seen to be impediments {o continued functioning of the system.

What is clear, however, is that the regional variations in Unemployment
Insurance were more intense than ever in terms of premiums paid, benefits
collected, and the overall importance of Ul as a means of income support and
redistribution. It is no wonder, then, that whenever the government attempted
to reform the Ul system, usually by means of restrictions on benefits and eligi-
bility, the opposition came, in the main, from those regions for which
Unemployment Insurance had been most beneficial as a means of economic -
stabilization. As Pal pointed out in the late 1980s, the opposition to changes
within the UI system were organized along regional rather than class lines
despite the program’s obvious redistribution between income classes.”® More
important than its redistribution between richer and poorer Canadians was its
redistribution between richer and poorer regions of the country.™

Given the economic variations that inarguably exist across the country,
it is obvious that Unemployment Insurance would always have regional
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implications. From the time that seasonal workers were included in the pro-
gram in the 1950s, it should have been expected that those regions with a higher
dependence on seasonal employment would generally be net beneficiaries of
any kind of unemployment insurance, Even if the kind of regional differentials
in eligibility had not been instituted into the program it is still the case that
certain regions, by virtue of the structure of the regional economy, would re-
ceive more in benefits than were paid in premiums. In this way, the Ul program
is, in a sense, redistributive by its very nature if one begins with the premise
that “unemployment risk” is to be equally shared regardless of industrial sector.

The potential for political conflict over UI's regional impact comes with
a program that has features that further heighten or reinforce those regional
variations. And it is clear that, insofar as Ul was redesigned in the 1970s to
account for regional economic disparities, the program became strongly iden-
tified as a means of redistribution along regional lines and involved significant
transfers from richer provinces to those less well off.

According to Statistics Canada, between 1980 and 1995 Atlantic Canada
received almost $20 billion in total transfers through the UI/EI program and
Quebec received nearly $15 billion. On the other hand, Ontario was responsi-
ble for nearly $30 billion of those transfers, with the rest coming from western
Canada and a much smaller transfer going to British Columbia. This amounts
to an average annual transfer of nearly $1.25 billion to the Atlantic region, just
under $1 billion to Quebec and approximately $1.75 billion from Ontario.®
As will be discussed in more detail below, the potential for such transfers to be
a source of political tension within the federation becomes more apparent when
restrictions to the UI system make the extent of the transfers more visible.
That is, when the transfers continue despite restrictions that limit the ability of
the unemployed in the richer regions from receiving benefits.

To further illustrate the regional importance of U, Table 3 provides a
snapshot of the role that Ul payments play in the economic life of different
provinces. Provinces east of Ontario all account for a higher proportion of the
pool of UI claimants than they do the labour force as a whole while Ontario
and the western provinces are the provinces responsible for the transfers.

Despite the fact that Table 3 is only a one-year “snap-shot” of the re-
gional effects of the Ul system, it is a picture that is replicated in previous
years.® What is not yet clear, however, is why in recent years the Ul system
has become an increased source of intergovernmental tension in its own right.
The answer to that question is not a simple one. But some of the reason may lie
in the nature of the recent changes to the Ul system that restructured it as
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TABLE 3
Ul Claimants and Benefits by Province, 1993

Shave of  Distribution  Totn!  Bemefisas  Benefits Ner  Benefits
Labour of UI Benefits o Shareof  Received/  Tramsfers  per

Force  Claimants Disposable  Preminms Capita
Income Paid
% % ($ meillions) % § ($ millions)  §
Nfld. 2.0 43 943 114 3.58 691 1335
PEL 0.5 1.0 216 11.1 337 153 1240
NS 32 4.1 844 6.1 1.62 327 775
NB 27 4.3 890 8.2 2.20 530 830
Que. 24.8 301 5598 5.0 1.29 1231 730
Ont. 381 3l1.0 5406 27 072 -2135 465
Man. 38 3.4 493 2.7 0.76 -134 440
Sask. 3.3 26 398 2.6 0.79 -98 370
Alta* 97 7.2 1298 2.8 0.74 -480 465
BC** 11.9 12.0 2122 3.3 0.96 -86 520
Canada  100.0 100.0 18297 37 **x1.00 bl 1 575

Notes:

*Includes data for the Northwest Territories.
**Includes data for the Yukon Territory.
*#*Adjusted to reflect a balanced Ul account.

Source: Canada. HRDC, From Unemployment Insurance to Employment Insurance: A
Supplementary Paper (Ottawa: Supply and Services Canada, 1994), p. 17.

Employment Insurance (EI), in the interpretation of the impact of those changes,
“and in the political battle over the so-called “EI surplus” and the politics of
deficit control.

Ul EI, Oh!

In 1995 the federal government announced a major restructuring of the Unem-
ployment Insurance system motivated most importantly by a desire to reduce
expenditures within the program as part of the government’s overall strategy
of deficit reduction. The resulting legislation, Bill C-12, The Employment In-
surance Act, received Royal assent in June 1996. The previous two years had
seen Unemployment Insurance again part of a vigorous debate around the re-
structuring of social policy at the federal level.
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The Social Security Review undertaken by the federal government had,
in Qctober 1994, recommended what some called a two-tiered system of ben-
efits whereby frequent claimants would have access to lower benefits. Of course,

~ given the manner in which the UI system was then structured to account for

regional economic disparities, it could be argued that the system was already
multi-tiered. Insofar as regional unemployment rates and family status deter-
mined, in part, the length and amount of benefit coverage, then the system

‘already made distinctions between types of unemployment. The Canadian La-

bour Congress, not surprisingly, denounced this proposal as blaming the worker
for “the mismanagement of the firm and the economy.”® For its part, the Ca-
nadian Labour Market and Productivity Centre denounced the government’s
unwillingness to cut the UI surplus and reduce premiums.® The parliamentary
committee that reviewed the recommendations rejected the call for an offi-
cially two-tiered system, prompting the Canadian Chamber of Commerce to
comment: “There is no way they have looked seriously at UL

The response of the government was to move away from the recommen-
dations of the Social Security Review as it related to Ul The resulting
legislation, however, did make a number of significant changes to the Ul sys-
tem beyond the name change:

+ Eligibility changed from “weeks worked” to “hours worked” with the
standard 12-20 weeks becoming 420-700 hours (based on a 35-hour
workweek nothing changes, but the government argued that this better
reflected changing work patterns) while minimum weekly earnings re-
quirements were eliminated (first dollar coverage),

+ New entrants and re-entrants to the labour market had eligibility require-
ments tightened, making a former substantial attachment to the labour
market a requirement for benefits;

+ Benefits based on total earnings over a fixed period not on average carn-
ings duriglg previous 12-20 weeks so as to induce workers to accept work
beyond minimum needed to qualify for benefits;

+ Benefit rates were reduced for frequent users (the “intensity rule’),
though all claimants began the EI system with a “clean slate.” Eventu-
ally frequent claimants could see their benefit rate fall from 55 percent
of insured earnings to 50 percent;

+ The threshold at which benefits would be “clawed-back™ was lowered

“and a separate claw-back was instituted for frequent users of the sys-
tem;
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* The supplementary benefits for low-income claimants with dependants
was restructured to take into account the Child Tax Benefit and such
claimants were exempt from the intensity rule;

* Those receiving low benefits would be allowed to earn more income
while on claim; and

*  The maximum benefit duration was reduced from 50 weeks to 45 weeks,
affecting workers in higher unemployment regions.*

It was noted above that the reform of UT into EI was motivated by the
federal government’s desire to contain costs within the program and to reduce
overall government expenditures generally. Indeed, it is fair to say that the .
process of reform in the period between the Social Security Review and the
eventual adoption of the EI legislation was, in a real sense, made subservient
to the demands of the Department of Finance that the UI/EI system meet pre-
determined cuts in expenditures.®® At the same time, the Social Security
Review’s desire to dampen significantly the regional redistribution elements
of the program was significantly modified in the final legislation. This was
due to the political pressure brought to bear by members of the Atlantic caucus
within the federal government and by the Atlantic premiers’ direct lobbying of
the prime minister during the 1995 Team Canada international trade mission.

The response to the introduction of the Employment Insurance Act was
decidedly mixed. Business groups were generally positive, though General
Motors expressed some concern on how reduced benefits and frequent claims
penalties could impact on their use of UI plus partial pay during scheduled
lay-offs.®” Organized labour saw the reform as a means of forcing workers into
low-paying, part-time work and predicted that only 25 percent of the unem-
ployed west of Quebec would be eligible for benefits and oniy about one-third
in Quebec and Atlantic Canada.%

In short, the transformation of Ul into EI made the overall program less
generous as benefit levels were cut, eligibility ‘'was made more difficuit and in-
ducements were introduced to move workers back into the Iabour market more
quickly. At the same time the regional differentiation in terms of eligibility (i.e.,
the linking of benefits to the regional unemployment rate) were maintained, though
made less generous through the intensity rule. Again, this is the result of the lob-
bying by both Atlantic Canadian MPs within the Liberal caucus and the pressures
brought to bear by the Atlantic premiers.*® The initial decision not to cut premium
rates paid by employers and employees, however, would prove to be politically
controversial in the more prosperous parts of the country.
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B/U Ratios: The Rise and Fall of a Statistical Measure

The new EI system that went into effect beginning in mid-1996, had cost-
containment at its heart. The federal government had committed itself, in its
1995 budget, to reducing expenditures in this area by approximately 10 per-
cent. At the same time, the so-called EI account was running large surpluses in
the billions of dollars. Understandably, this led critics to charge that the gov-
ernment was using the EI surplus as a means of balancing its books. In other
words, EI premiums being paid by workers and employers were an essentially
regressive form of taxation and not a form of “insurance” against future unem-
ployment given the restrictions to accessing EI under the new legislation.

This charge went hand in hand with the related concern that the new EI
system made the regional differentials not only more explicit, but politically
less palatable. This accusation was backed up by reference to the federal govern-
ment’s own statistical measure of benefit coverage: the Benefit-Unemployment
Ratio, or B/U ratio. The numerator in the ratio is the number of people receiv-
ing unemployment benefits at a given time, while the denominator is the number
of unemployed according to the Labour Force Surveys conducted by Statistics
Canada. The ratio, expressed as 2 percentage, is meant to indicate the level of
coverage of the UI/EI program, or the number of unemployed receiving ben-
efits at a given point in time.

Figure 3 shows the B/U ratios for Canada and each of the provinces
from 1982 through 1997," and gives a general picture of benefit coverage.
Figure 3 shows a national B/U ratio that is relatively constant from 1982 until
1991 at between roughly 70 and 80 percent. The ratio begins to fall substan-
tially in the 1990s as successive amendments to the Ul system begin to restrict
eligibility and similarly fall in Newfoundland with the collapse of the fishery
and subsequent adoption of the Atlantic Groundfish Strategy (TAGS) as a means
of income support. The source of political tension, however, is the fall in the
B/U ratio in Ontario and the other provinces that contribute more than they
receive to the UI/EI system.

It may be the case that residents of wealthier more economically stable
provinces are willing to accept B/U ratio differentials of the kind seen in the
mid-1970s and early 1980s when the unemployed in those provinces are also
substantially covered by the program. The overall decline in B/U ratios across
the provinces is, though, only part of the story. Figure 4 shows that while B/U
ratios are falling everywhere, the differences in those ratios between the prov-
inces are in fact increasing as the standard deviation between the provincial
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FIGURE 3
Benefit to Unemployment Ratios, Canada and Selected Provinces, 1982-1997
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FIGURE 4
Dispersion in B/U Ratios across Canadian Provinces, 1982-1997
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ratios is growing and the range between the highest and lowest ratio is greater
now than it was in the 1980s.

In October of 1998, Human Resources Development Canada (HRDC),
which oversees the EI system, issued a study that essentially backs off the B/U
ratio as a legitimate measure of coverage.” The study concludes that the sub-
stantial fali in the B/U ratio during the 1990s (from 83 percent in 1989 to 42
percent in 1997) can only partly be attributed to changes in UVEL About half
of the decline can be correlated to changes in the program’s generosity or to
eligibility restrictions, but the rest of the decline can be attributed to changes
in the composition of unemployment. In particular, the study makes the point
that the EI program was never designed to cover those with little or no previ-
ous attachment to the labour market, but that they are included in the
denominator of the B/U ratio.

The 1998 Monitoring and Assessment Report makes a similar claim to
explain the drop in the number of claims being made. Overall, the number of
El claims dropped 14 percent between 1995-96 and 1997-98, but claims by
women dropped 20 percent and claims by younger workers dropped 27 per- .
cent. The report argues that because many of these people are new entrants or
re-entrants to the labour market and because they work fewer hours and on a
part-time basis they are less likely to be eligible under the new rules.” Yet,
while people working in these circumstances are unlikely to ever qualify for
benefits, they are required to continue to pay into the EI program,

At the same time, the changes to the EI program explain most of ‘the

_change in the B/U ratio in the four western provinces.” Table 4, taken from
the results of the 1998 HRDC study of B/U ratios, provides a startling picture
of the regional variation in the impact of the EI amendments. The absolute
drop in B/U ratios from 1989 to 1997, shown in the first column, has been
highest in Quebec and the Atlantic provinces largely due to the fact that these
are the provinces in which B/U ratios were highest in 1989, However, propor-
tionally, overall changes in B/U ratios are comparable across all provinces,
shown in the second column, with the exception of PEI and New Brunswick
where the decline in B/U ratios are somewhat less marked.

B/U ratios can decline for at least two distinct reasons: the changing

- structure of the labour market independent of any changes in UI/EI coverage

and changes in program coverage. Isolating the latter, provinces vary signifi-
cantly in the extent to which changes in program coverage have affected the

B/U ratio as shown in the third and fourth columns. In Ontario, only about a

- quarter of the change in the B/U ratio is explained by program changes — the
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TABLE 4
Changes in B/U Ratios by Province, 1989-1997
(Total and Due to Program Changes)

Percentage Point  Percentage Change  Proportion of B/U  Percentage Change

Change in B/U in B/U Ratio Change due 1o in B/U Ratio due to
{1989-1997) {1989-1997) . Program Changes  Program Changes
Nild. -97 -56 48 -27
PEI -46 -36 52 -19
NS§ -50 -47 44 -21
NB -45 -36 54 -19
Que. -44 -47 45 - 221
Ont. -29 -49 27 -13
Man. -33 -47 77 -36
Sask. -32 -47 79 : -37
Alta. -36 -53 83 -d4
BC -37 -49 64 -31

Source: Canada. HRDC, An Analysis of Employment Insurance Benefir Coverage (Ottawa:
Applied Research Branch, HRDC, 1998), p. 39.

rest is presumably explained by labour market changes. At the other end of the
spectrum, almost all of the decline in the B/U ratio in Alberta is explained by
program changes. Proportionally, the extent to which B/U ratios have declined
due to program changes also varies widely across provinces. Program changes
have resulted in a 13 percent decrease in B/U ratios in Ontario while they have
resulted in a 44 percent decrease in B/U ratios in Alberta. It speaks to the
lobbying efforts of the Atlantic Liberal caucus and the Atlantic premiers that,
proportionally at least, the EI changes were spread unevenly across the country.

~ The overall objective of the 1998 HRDC study of B/U ratios was to cast
some doubt on the usefulness of that particular measure as an indicator of
program coverage. Whatever the shortcomings of this measure, however, it
still provides evidence that the new EI system has become both less generous
and less comprehensive and it needs to be emphasized that this process was
driven by the desire to reduce EI expenditures. Even if EI is covering far more
people than the B/U ratio would have us believe, it is still the case that the new
system is covering far fewer than would the pre-1990 arrangements. The change
in coverage is similarly documented in a recent Canadian Labour Congress
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study that demonstrates that in some urban areas of the country, fewer than 20
percent of the unemployed are receiving benefits.” This, coupled with the sur-
pluses accumulated in the so-called EI account, becomes the starting point for
what could be an intense period of intergovernmental wrangling that pits
wealthier regions against the federal government and the poorer provinces.

It would be wrong to characterize this as simply a case of wealthier
provinces no longer wanting to contribute to either explicit or implicit equali-
zation. The tension over the decline in B/U ratios and the accumuiated EI surplus
is a manifestation of the intergovernmental tensions not only over the social
union itself, but also possibly over the El-social assistance interaction. The
federal government is not the only government attempting to maintain a bal-
anced budget. The argument over the EI surplus has its roots in the process
whereby federal cuts to own-spending and transfers to the provinces led to
provincial cuts in services and, in turn, to the negotiations over the social un-
ion. In a sense, this controversy is related to the “off-loading” argument whereby
governments are accused of attempting to drive social policy clients into the
jurisdiction of the other order of government, In this instance, the federal
government is accused of both restricting the eligibility for UVEI (which may
drive clients onto provincial social assistance) while at the same time refusing
to decrease the premiums it collects in order to make its own financial picture

look brighter. It is as a result of these kinds of intergovernmental interactions
that it becomes important to place EI, despite its constitutional status as wholly

* within federal jurisdiction, in the broader context of social policy and in par-

ticular to examine its interaction with provincial social assistance programs.

THE EMPLOYMENT INSURANCE-SOCIAL
ASSISTANCE NEXUS

The conventional wisdom regarding the interaction between social assistance
and UI/El is that there are high levels of movement between the two programs,’™
high levels of concurrent usage,”™ high levels of substitutability between the
two programs,” and increasing overlap between the two programs.” Despite
their likely accuracy in characterizing the relationship between the two pro-
grams in earlier periods, a variety of arguments suggest that this relationship
is likely to be qualitatively different to varying degrees in the different prov-
inces at the end of the 1990s than it was at the outset. By the mid- to late
1990s, the relationship that existed between these programs in earlier (gener-
ally expansionary) periods may no longer obtain.
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There are several factors shaping the relationship between these two
programs including the structure of the family and sources of family income,
the nature of the labour market, the fiscal relationship between orders of govern-
ment, federal policy regarding UI/EI coverage, and provincial policy affecting
the ease of access to social assistance, Changes in these factors point in differ-
ent directions in terms of the extent of overlap between the two programs and
whether we should expect this overlap to be increasing. There are good reasons
to expect that over the course of the 1990s the overlap should continue to grow.
However, there are also compelling arguments generating the expectation of a
growing gap between the two programs. Unfortunately, an examination of the
existing empirical work on this interaction reveals that not all that much is
known about the interaction between the two programs. That said, there is no
compelling evidence that this interaction is increasing and there are compel-
ling reasons to believe that the two programs may actually be pulling apart to
varying degrees in the different provinces.

Factors Affecting the UI/EI-Social Assistance Interaction

The interaction between social assistance and UI/EI in providing income sup-
port for the unemployed is conditioned by several distinct factors. If one were
allowed the luxury of ceteris paribus and could hold all but one of the relevant
factors constant, one could more reliably speculate as to whether the overlap
between the two programs is likely to be increasing. Much of the conventional
wisdom regarding the relationship between the two programs appears to be
based on such assumptions. However, in reality, all of the major factors shap-
ing the interaction between the two programs are in a constant state of flux and
produce pressures and counter-pressures that both overlap as well as cross-cut
each other.

Current shifts in several of the factors outlined above do in fact augur in
favour of a movement in the direction suggested by the conventional wisdom —
increasing overlap between the two programs. Changes in the labour market
such as the trend toward less stable and part-time employment which result in
lower B/U ratios place increasing pressure on social assistance to act as a mecha-
nism of income support for the unemployed who are not eligible for or have
exhausted UL/EI benefits. These labour market shifts are widely recognized
and undoubtedly have significant implications for the interaction between these
two programs. Secondly, cost-sharing for social assistance under CAP reduced
the incentives for either order of government to upload or download recipients
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of their own income-support programs to programs financed by the other order
of government.

. Under the recent changes marked by the inception of the CHST, prov-
inces now realize all of the savings of moving recipients from social assistance
to U/EI and the federal government realizes all of the savings of moving Ul/
El recipients onto provincial social assistance rolls. However, there have also
been crucial changes portending the emergence of a growing gap between the
two programs. Significant demographic changes in family structure have im-
portant implications for the nature of the relationship between social assistance
and UI/EI and the extent to which social assistance might serve as a mecha-
nism of income support to the unemployed. The most significant change here
is the rise of the two-earner family as a proportion of all two-parent families.
For these economic units, UI/EI as opposed to social assistance is likely to
become the dominant mode of income support for periods where one earner
experiences a spell of unemployment. Unless both earners experience unem-
ployment simultaneously, it is much more likely that the family income will remain
above the level at which social assistance becomes available than is the case for a
one-garner family that experiences a spell of unemployment. Thus, the increasing
prevalence of the two-earner family is likely to reduce the extent of overlap be-
tween social assistance and UI/EI and the extent to which social assistance serves
as a mechanism of income support for the unemployed.”

It appears that the current trend amongst both orders of government has
been toward off-loading recipients rather than uploading or downloading them.
.Uploading or downloading (facilitating the passage of beneficiaries from one
program to another) is significantly different than off-loading them (removing
recipients from a program and simply letting them fall where they may).*® The
reduction in UI/EI coverage is not a case of deliberately downloading claim-
ants to provincial social assistance rolls, Ineligible claimants may be thought
to follow a number of other strategies — finding alternative employment, ex-
hausting savings, etc. — rather than receiving social assistance. There is no
evidence of federal policies deliberately designed to make UI/EI recipients
more likely to be eligible for social assistance. Uploading from provincial to
federal programs has been much more prevalent with provincial social assist-
ance programs sometimes being deliberately designed to allow recipients to
qualify for federal UV/EI programs.®!

However, it increasingly appears that this is a strategy of the past for at
least two reasons. First, provincial governments appear to have found that
uploading is a more expensive proposition than off-loading. Increasing the
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benefits offered through a program is an incentive for a greater number of
people to initially enter that program. Certainly, the prospect of gaining eligi-
bility for further federal benefits would represent an added incentive for people
to enter the social assistance system. Thus, there may be significant costs
accruing to provinces in terms of higher caseloads resulting from the uploading
approach. Less subtly, simply removing social assistance recipients from the
welfare rolls is much cheaper than spending considerable sums to allow them
to qualify for federal programs. The latter requires provision of an appropriate
job placement for at least 20 weeks likely requiring recipients to be on social
assistance rolls for upwards of six months. In many cases, the creation of ap-
propriate job placements may be considerably more expensive than simply
providing benefits.

Incurring such expenditures is considerably less attractive to provincial
governments in the current circumstances. The financial benefits to the prov-
inces of uploading must be weighed relative to expenditures incurred by keeping
individuals on provincial social assistance. In a period of fiscal restraint where
provincial social assistance benefits and eligibility are increasingly restricted,
the financial gains of uploading are similarly diminished. Changes in federal
EI poticy have made it more costly for provincial governments to mount pro-
grams that enable provincial social assistance recipients to receive UI/EI
benefits and less likely that recipients leaving social assistance for employ-
ment will be able to gain such benefits. Thus, it is less likely that provincial
governments will tailor social assistance programs toward these ends.

Certainly, the shift to the CHST has increased the incentive for uploading
and downloading. However, the incentive to resist either uploading or
downloading also increased. Provinces are going to be much less willing to
facilitate the shift between federal programs and provincial social assistance
programs now that they bear the full financial weight of such shifts. Thus, it is
not surprising that a recent OECD review of social assistance provision in four
Canadian provinces found that “[bJecause of relatively stringent needs tests, a
relatively small proportion of EI claimants move directly into social assist-
ance” and that the dominant trend in Canada has been toward further restrictions
of asset limits.*? Similarly, the federal government can be expected to be more
resistant to changes in the opposite direction. While there are incentives both
in favour of downloading/uploading as well as incentives in favour of resist-
ance to such strategies, the balance of forces seem to favour the latter. The
current political context marked by the politics of fiscal restraint has made it -
increasingly acceptable to off-load recipients than was previously the case.



Dis-Covered: EI Social Assistance and the Growing Gap in Income Suppore 101

Strategies required to resist downloading by another level of government fit
more easily with the politics of fiscal restraint than strategies of uploading
which may require increased spending.

Similarly, regarding the possibility of increasing interaction between
the two programs versus the emergence of a growing gap between the two, the
balance of forces appears to favour the latter. Both orders of government have
taken actions that restrict the level of interaction between the two programs
and contribute to a growing space between them. As UV/EI benefits become
less accessible, it becomes less likely that those otherwise eligible for provin-
cial social assistance benefits will also be eligible for UI/ET benefits. As access
to provincial social assistance benefits becomes more restrictive, it is less likely
that persons experiencing spells of unemployment will be eligible for benefits.

The State of the Data

Of interest in explaining higher levels of social assistance receipt is the rela-
tionship between social assistance and unemployment levels. Clearly, increases
in social assistance receipt appear to be associated with elevated rates of un-
employment: “Welfare statistics dating back to the beginning of the Canada
Assistance Program show a strong link between the number of people on wel-

fare and the number of people who are unemployed.”® With few exceptions,

the correlation in individual provinces between the percent of the population
receiving social assistance and the rate of unemployment is strong. The corre-
lation between the proportion of the population receiving social assistance and
the rate of unemployment across provinces and across time is also strong. (See
Appendix A for rates of social assistance receipt, unemployment rates, and B/U

ratios by province, 1988-98.) Again, with few exceptions, there is a strong nega-

tive correlation between levels of social assistance receipt and B/U ratios within
provinces, The general trend is that, within a given province, the lower the B/U

ratio the higher the rate of social assistance receipt. Thus, a cursory examination

of this circumstantial evidence points toward two possible conclusions: that social
assistance does play a significant role as a mechanism of income support to the
unemployed and, secondly, that there is a strong relationship between social as-
sistance and UL/EL. However, as noted, this evidence is at best circumstantial and
can be explained by a number of alternate hypotheses. What is needed is more
detailed empirical research into the interaction of these two programs.

In 1994, the Auditor General noted that there were information gaps on
the interaction of the two programs and that “[t]he impacts of the two programs
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should be clarified.”®* However, an overview of the current state of the empiri-
cal data on this issue reveals that there is still, as one of the few reports on the
subject notes, “very little work to date, directly examining the interaction be-
tween the Ul and welfare programs.”®® The empirical data which do exist are
of two types: (i) direct empirical studies of the cross-over between the two
programs and (ii) statistical examinations of the correlation between aspects
of EI/UI provision and social assistance caseloads.

The empirical data of the first type are not only limited in terms of vol-
ume but in terms of the quality of the data presented. Most significantly, the
data are limited in terms of being dated — the most recent. of these studies
dealing with data from 1994 which, while helpful, is not illuminating regard-
ing the argument that the relationship between EI/UI has changed over the
course of the 1990s. Second, only one study empirically examines interaction
between social assistance and unemployment insurance over time and then only
for two provinces. These studies demonstrate only limited overlap between
social assistance and UI/EL Also, they demonstrate that the nature of this in-
teraction varies significantly by province — providing presumptive evidence
of the importance of the structure of provincial social assistance systems. Fi-
nally, there is no substantial evidence that this interaction has been increasing
in significance over time. (For an overview of this literature and the data it
presents, see Appendix G.)

There is an emergent literature using statistical analysis to attempt to
help discern the relationship between these programs. Arnau, Crémieux and
Fortin provide excellent documentation of the causes of changes in social as-
sistance caseloads in the 1977 to 1996 period and outline the effects of changes
in UI eligibility, duration, and replacement rates on social assistance caseloads
across all ten provinces over this 20-year period. They conclude that “[c]hanges
in the UT wage subsidy ... have large effects on social assistance.”* Applying
the estimated coefficient of correlation between changes in the Ul wage sub-
sidy and changes in social assistance caseloads over this 20-year period to Ul
changes in the 1990s, they suggest that UI restrictions may have increased
social assistance caseloads by up to 24 percent — a figure which they note is
five times higher than has ever been officially acknowledged. (Thus, estimates
of the extent to which UI/EI reform has contributed to cumulative caseload
increases in the 1990s range from under 5 percent,” to 10 percent,®® to just

* under 25 percent,” to 50 percent in certain provinces such as Saskatchewan.*®)

While the statistical case provided by Arnau, Crémieux and Fortin is
compelling in its characterization of the relationship between Ul and social
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assistance over the entire 20-year period, there are good reasons to believe that
this relationship has changed significantly over the 1990s — a consideration
that their model does not explicitly take into account. They do recognize that
changes in provincial social assistance administration may have significant
impacts on the relationship between UI/EI reform and provincial caseload
changes, arguing that provincial caseload decreases have occurred even in the
face of tighter UI/EI eligibility because of more stringent administrative prac-
tices. However, changes in the 1990s toward tighter administration are suggestive
of the fact that the number of people moving from UI/EI to social assistance is
probably lower in the mid-1990s than over the entire period and suggest that esti-
mations using a coefficient for the whole period likely overstate the increase in
provincial social assistance caseload caused by El restrictions.

The changes in the relationship between EI/UI and social assistance
caused by changes in provincial social assistance administration as noted by
Arnau, Crémieux and Fortin were examined by the OECD using parameter -
constancy tests to analyze the relationship between unemployment and social
assistance caseloads.”’ The OECD reports structural changes in the relation-
ship between unemployment and social assistance caseloads which coincide
with policy reforms in New Brunswick (mid-1990 and end of 1994), Ontario
(mid-1990 and beginning of 1996), and Saskatchewan (mid-1992). Reforms in
all provinces in the early 1990s toward more generous social assistance re-
gimes are associated with a structural change in the relationship between
unemployment and social assistance caseloads.” However, a shift toward tighter
- administration in New Brunswick and — more markedly — Ontario in the
mid-1990s are again both associated with structural changes in the relation-

ship between unemployment and social assistance caseloads in these provinces.
Undoubtedly, a similar examination of caseloads in Alberta would likely re-
veal a significant structural shift in this relationship resulting from the 1993
reforms to social assistance in that province. These examples demonstrate that
estimating caseload increases resulting from EI/UI reform in the mid- to late
1990s on the basis of the relationship as it existed in the early 1990s would
significantly overstate these effects.

ASSESSING THE GOVERNANCE OF INCOME SUPPORT:
THE CURRENT SITUATION

The intent of this section is to look more specifically at the assessment criteria
spoken of above and outlined in the earlier work by Harvey Lazar and Tom
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McIntosh® and in Chapter 1 in this volume. That methodology was predicated
on the assumption that it would be possible to map the intergovernmental re-
gime in specific areas of social policy and, by doing so, perhaps understand
the trade-offs involved in moving to different forms of intergovernmental gov-
ernance. The assessment that follows examines the interplay of three sets of
factors: principles of federalism, democratic values or goals, and policy goals
or outcomes. By understanding how the current regime in this sector reflects
those principles, we can begin to understand the consequences of moving to-
ward a different intergovernmental regime.

What must be understood is that this study is not an attempt to compre-
hend how these criteria apply to EI or social assistance as distinct programs,
but rather how the programs reflect these criteria when taken together under
the rubric of income support for the unemployed. The previous sections on the
development of each of the programs and their interaction set the stage for this
analysis. It was crucial to understand where these programs came from and
how they interact. The fact that the understanding of the interaction is not as
clear as it should be is one of the most important elements in the discussion
that follows. Here an attempt is made to assess how the principles are reflected
in the current governance of income support for the unemployed.

Putting Income Support on the “Map”

As currently constituted, income support for the unemployed is best characterized
as a “disentangled” form of intergovernmentalism. Given both the continuum of
intergovernmental regimes and the intergovernmental relationships outlined in
Chapter 1, then income support for the unemployed would fit clearly in the lower
right quadrant of the map developed by Lazar and McIntosh.* Insofar as each
order of government sets both the policy framework and implements the policy
- programs independently of each other, and that they are operating more or less
clearly within their own jurisdictions, then such a regime can be characterized as
being disentangled. That is, it exhibits, more or less, the characteristics of that
idealized classical model of federalism with little or no overlap or duplication.

~ This relative “disentanglement™ in the area of income support for the
unemployed is evident from the discussion above concerning the development
of both provincial social assistance programs and the federal UVEI program.
Though this gives us an initial sense of where the sector would fit on the map,
it does not tell us much about the nature of the regime or the dynamics be-
tween EI and social assistance. |
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Income Support and Federalism

Though the Canada Assistance Plan meant there was some federal in-
volvement in the provision of social assistance through the federal spending
power, the provinces have generally designed and implemented welfare policy
with minimal federal interference. This is even more evident in the era of the
Canada Health and Social Transfer which initiated a period of even fewer federal
conditions on social spending transfers. Employment Insurance is clearly a
federal responsibility and the provinces have no input, formally or informally,
into its design or delivery. Provinces were made aware of the EI reforms in the
mid-1990s, but in the words of one federal civil servant, such information-
sharing was meant only to give provincial governments a “heads up” on a policy
change that could well impact on their social assistance provision. If one ac-
cepts that the responsibility for the different elements of income support for
the unemployed is divided more or less clearly then federalism principles are
well served in this area of social policy. In this sense, the formal division of
powets is respected and the political sovereignty of both orders of government
is similarly maintained. _

It might be possible, though, to conclude that there is no real commitment
to either legal or political processes to resolve disputes or to improve outcomes.
This stems, in effect, from the fact that both social assistance and EI are not just
about income support and that the extent of the interaction between the two is not
as clearly understood as it should be. Thus, the governments may be unaware of
the actual extent to which policy changes within their competence affect the other
order of government. However, the federal government was clearly aware that the
implementation of EI would negatively affect provincial social assistance programs
by restricting access to EI benefits, but the effects of these changes were signifi-
cantly different in different provinces. As the discussion of the interaction between
the two programs pointed out, the change from UI to EI is only one factor affect-
ing provincial social assistance expenditures.

Democratic Governance and Income Support

Insofar as democratic governance is predicated, at the most basic level, on the
balancing of the interests of both majorities and minorities, the governance of
income support is particularly problematic. In the case of EI and social assist-
ance, the focus is clearly on a disadvantaged minority in need of assistance.
However, the very nature of each program makes a crucial distinction between
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these two minorities and the division of responsibility in this area and the poli-
tics surrounding each program reinforces this distinction. While such
distinctions also exist in unitary states and do not exist in some federal states
(like Australia), the federal division of responsibilities in this area reinforces
this distinction.

From the start, EI has been envisioned as an entitlement created through
individual contributions and supported by the sharing of risk between indi-
viduals. Social assistance rests on a distinction between the “deserving” and
the “undeserving” poor or unemployable. Thus, when taken together as in-
come support for the unemployed, EI and social assistance are perceived as
serving entirely separate groups despite the changing sociological and eco-
nomic factors discussed above which make such distinctions increasingly
difficult to maintain. As long-term unemployment grows, as children are sepa-
rated out of income-support programs, and as two-earner families become the
norm, the deserving/undeserving distinction seems to make less and less sense.
At the same time, the preservation of that distinction in the public’s mind serves
to inhibit the ability of those served by the programs to effectively mobilize
politically insofar as they themselves are divided.

At first blush it would appear, given the clear division of responsibility,
that levels of transparency and accountability would be relatively high, There
is little confusion about “who does what™ and citizens, therefore, know where
to turn to demand information or lobby for changes to either program. Though
some welfare advocates may trace provincial social assistance cutbacks to the
withdrawal of federal funds through the CHST, there is little attemnpt to hold
the federal government politically or electorally responsible for the actions of
provincial governments. Yet, given the absence of good information on the
interaction between the two programs — information that only both orders of
government in collaboration are currently positioned to produce ~~ such trans-
parency is somewhat illusory.

These democratic shortfalls again appear to be most evident at the client
level. If both programs have been constricted and if the distance between the
two programs has been increased (or has been made more difficult to traverse
for the client), then it may be more difficult for the client to understand why
they have fallen between the two and whom to hold responsible. The fact that
people fall between the two programs is not a result of the federal division of
responsibility but, rather, a result of the functional division of responsibility
between social insurance and social assistance and would continue to be prob-
lematic even in a unitary state.” However, in Canada, it is the division of
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responsibility betweén the federal and provincial governments that accounts
for the democratic failure by which people falling in between the two pro-
grams may not know which level of government to hold accountable. Although
the problem of cost-shifting is “particularly difficult in federal countries,” it
is not the federal division of responsibility per se which allows for cost-shifting
~ (which also occurs between administrative agencies in unitary governments);
however, it is the federal division of responsibility that allows both orders to
engage in attempting to shift democratic accountability for those falling be-
tween the programs.

Thus, there are two democratic deficits that can be ascertained: one that
revolves around the lack of access points for citizens “in the middle” in order
to seek redress and a second that relates to the process of marginalizing this
group out of the social policy debate insofar as they no longer fall into either
government’s jurisdiction. As federal responsibility is increasingly being te-
stricted to a “smaller part of the working population than before: those with
strong attachment to the labour force” and increasingly stringent provincial
needs tests ensure that “only a relatively small proportion of EI claimants flow
directly onto SA upon expiry of EL” this democratic deficit will be magnified
in the future as “any future downturn ... will leave a substantial proportion of
the labour force without income.”®” At the same time, the relatively poor state
of the data regarding the transition from EI to social assistance or the impact
of falling B/U ratios on social assistance expenditures means that governments
themselves do not appear to have a solid grasp on what is happening to those
clients who exist between “the islands” of each program, or what will happen
in future economic downturns. :

With reference to the other democratic values noted in Chapter 1, the divi-
sion between the two programs becomes important in making any significant
assessment. As separate programs, there are reasonable levels of public consulta-
tion on major reforms and a significant role for both legislative committees and
individual or groups of legislators. There are, of course, the kinds of democratic
deficits associated with these policies that are connected with much of the legisla-
tive process generally. For example, the federal Social Security Review involved
legislators, interest groups, and the public to a large degree. However, the final EI
reforms were, as noted above, essentially hijacked by the federal Department of
Finance and structured so as to serve the government’s need/desire to balance its

‘budget by increasing the surplus in the EI account and using those funds to elimi-
nate the annual deficit. This reinforces the characterization of labour market
policy-making provided in Chapter 2 by Rodney Haddow.
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What seems clear at this point is that there is no effective role or even a
means o find a role for citizens and legislators in the question of “income
security for the unemployed.” The division between the two programs in the
public mind is replicated at the political level. In the public mind social assist-
ance is “charity” for the “deserving poor” while Employment Insurance is an
entitlement for which individuals have directly paid. The fact that these pro-
grams are both more and less than “income support for the unemployed” only
further reinforces the division between them. This division is also apparent at
the political level. Though political actors are well aware that changes to either
program in terms of eligibility or benefit levels will have an impact on the
programs of the other order of government, there has been no significant at-
tempt to focus specifically on those interactions in a meaningful manner. Federal
and provincial officials are well aware of the shortcomings of the data dis-
cussed above, and while there are some attempts being made to redress this, it
requires a commitment of resources that simply are not available to all govern-
ments, especially the smaller provinces.

Policy Goals and Qutcomes

The assessment of the policy goals and outcomes reflects a similar dilemma.
As the second and third sections have outlined, the general goals of social
assistance and EI are stated in very different terms and these goals are under-
stood to be different by both the public and political actors. Taken separately,
each program can be seen to reflect the goals noted above in various ways.
Given the arguments presented above concerning the possibility of a growing
pool of clients existing in the crack between the two programs, there appear to
be a number of potentially serious policy failures when the programs are
analyzed concurrently.

Social assistance is redistributive insofar as it provides a minimal, though
perhaps not sufficient, means of support for those both in need and deemed
deserving. Again, though, the extent to which social assistance as income sup-
port for the unemployed meets such goals is different from province to province
and the extent of its redistributive nature has been compromised through pro-
vincial government cutbacks.”® Employment Insurance is now less redistributive
than was U, at least in regional terms, and there is growing evidence that it is
less redistributive in individual terms as well. At the same time, EI wilt con-
tinue to be a significant form of redistribution to economically less stable parts
of the country despite the tightening of the rules and the reduced coverage.
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In terms of both programs, it appears clear that another policy goal,
namely cost-containment, has significantly constricted the redistributive im-
pact of both programs as witnessed by the tightening of eligibility, the erection
of barriers in the processing of claims, and the falling B/U ratios. The priority
given to cost-containment in virtually all areas of social policy can be said to
have increased the economic efficiency of these programs insofar as govern-
ments can point to smaller social assistance rolis and significant surpluses in
the EI account which can be applied to the elimination of annual deficits.

The question of mobility raises a number of important concerns about
the current state of governance in this area. An unemployed individual’s abil-
ity to move in order to seek new employment has historically been linked with
whatever form of income support they were receiving. In light of recent re-
structuring in both programs, it may well be the case that mobility has been
further hampered. '

With regard to UI/EI, benefits are portable and in this sense mobility
should not be hindered. It has been asserted, though, that the relatively high
benefits paid in the past and the higher generosity of the program in economi-
cally more troubled regions may have inhibited the willingness of individuals
to move to areas where there are better job prospects. It is not clear, though,
that lower EI benefits will spur movement. Given the resources needed to move
from, for example, St. John’s to Toronto, it would seem that having lower ben-
efits would not spur movement to a new location away from formal and informal
social support networks and with a higher cost of living.

In the midst of provincial cutbacks to social assistance in the early to
mid-1990s, the federal government has made it clear that CHST transfers to
the provinces will be reduced if provinces impose residency requirements on
social assistance recipients. Though benefit levels and eligibility requirements
differ from province to province, length of residency is not a valid criteria for
eligibility. It remains the case that despite the public and political perception
that generous welfare benefits attract claimants from other jurisdictions, claim-
ants receiving lower benefits in one jurisdiction simply lack the resources
necessary to make such a move even if they were willing to undertake it.%

However, the division of social assistance into provincial programs (even
in the absence of residency requirements) likely poses significant barriers to
mobility. First, benefits are not portable — just because you qualify in one
province does not mean that you will qualify in another. Second, because of
the complexity of assistance systems and special and discretionary benefits,
social assistance recipients are unlikely to know how much assistance they
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will receive in a new province. Third, recipients have to reapply for benefits in
the new province and go through whatever waiting periods, administrative de-
lays and hurdles (e.g., proving that they have exhausted all other means of
support}, and all the other various and sundry indignities that residents of that
province applying for social assistance must go through. The ban on the resi-
dency requirement means that new arrivals cannot be treated differently from
provincial residents -— not that provinces cannot make it extremely hard for
all applicants to get benefits. Thus, in stark contrast to EI where benefits are
truly portable, the ban on residency requirements only partially alleviates the
significant barriers that provincial social assistance erects against interprovin-
cial mobility.

In terms of social equity, it seems fair to conclude that to some extent
equality of access to income support during both short and longer term periods
of unemployment has been sacrificed in order to contain costs. The falling B/U
ratios and the recent coverage study conducted by the CLC seems to confirm
this in the case of EI, especially given the current surpluses within that pro-
gram. Social assistance cut-backs, the erection of barriers to accessing benefits
and the move to shift children off social assistance rolls can be seen as further
isolating the long-term unemployed and reinforcing the already significant
stigma attached to those benefits. This simultaneous contraction of both in-
come-support programs, and the extent to which the interaction between them
is clouded by the poor state of the data, means that those who fail between the
programs remain unaccounted for.

Assessing the Current State of Governance

Taken together as a means of income support for the unemployed, the two
programs appear to present some important democratic and policy shortcom-
_ ings. The separation of the two programs is probably not the most efficient
means by which to provide income support, especially for the longer term un-
employed. The simultaneous contraction of both social assistance and EI only
reinforces those inefficiencies. The gap between the two programs, insofar as
it is growing in some provinces, puts additional burdens on clients that can
only be seen as negatively affecting both equity and developmental goals. The
failure of governments to come to grips with the nature and degree of the so-
cial assistance-EI interface appears to be leaving a growmg number of clients
caught between the two programs.
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However, to some significant degree this is not a policy failure per se to
the extent that both federal and provincial tightening of requirements was in-
tended to disenfranchise some proportion of potential recipients. The policy
problems lie in not knowing who these people are, how and/or whether they
are able to reintegrate into the labour market, and whether this system will be
able to withstand the stresses of an inevitable economic downturn. As was
noted above, the simultaneous contraction of both EI and social assistance has
led to intergovernmental accusations of downloading and uploading of clien-
tele. Yet there is little evidence to suggest that this is in fact happening to any
great degree and there are important disincentives, especially for the prov-
inces, for governments to expend significant resources to make this the case.

What is disturbing, though, is the possibility that what is happening is
best described as off-loading, simply removing clientele from either the EI or
social assistance rolls with no clear understanding of where they go from there.
Obviously, some will find some form of employment while others will access
private charity or fall back on family for support. As the requirement for “weeks
worked” under the UI system increased in the early 1990s, even workers in
those areas of the country heavily dependent on Ul managed, in a high propor-
tion of cases, to find the extra weeks needed to qualify for benefits. But it is
simply inconceivable that this will account for all of the unemployed who
qualify for neither program or who have exhausted their entitlements. The di-
lemma is that there is no clear picture of who these people are, where they are
or how they are expected to return to the labour market. In the absence of a
good understanding of the current interaction between the programs and the
~ gap between them, there is no positive way of knowing how the system will
stand up in the face of economic stagnation. In the final analysis, the system of
income support for the unemployed exhibits both the strengths and weaknesses .
that were posited by Lazar and McIntosh. Disentanglement in a specific policy
area may indeed be good federalism — each government acts only within its
own sphere of competence with little overlap or duplication. However, such
disentanglement may not produce the best policy outcomes and may create
problems of democratic accountability and oversight.

ASSESSING ALTERNATIVE GOVERNANCE SCENARIOS

In conceiving of alternative governance regimes, the goal is to attempt to amel-
iorate the shortcomings of the current regime while not weakening those
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elements deemed to be its strengths. Again, the focus is on the trade-offs both
within and between the assessment criteria. In addressing these problems, there
are a variety of options that exist for restructuring the governance of income
support for the unemployed. The first option encompasses modest adjustments

_aimed at making the current arrangements work more effectively. In short, the
proposal aims at increasing the degree of information-sharing and coordina-
tion between the two programs in an effort to reduce the policy and democratic
shortcomings while retaining the current division of powers and legislative
competence. The second option would be a more radical reorganization of fed-
eral and provincial responsibilities in this area. This would involve either the
transfer of EI to the provinces, the transfer of social assistance to the federal
government, or re-dividing responsibilities in a manner that reflects other
changes in the social union. In either case the aim is to create essentially a
single (or at [east coordinated) program of income support for the unemployed.
With any of these options there are, however, other important political consid-
erations that need to be recognized.

The Politics of Alternative Scenarios for Governance of
Income Support

Alternatives to the current structure of governance must be considered within
the political context and associated set of political dynamics that will govern
developments in this policy field into the millennium. Three factors are likely
to contribute to strongly shaping the development of income-maintenance policy
‘for the unemployed into the new millennium: current debates surrounding EI, drop-
ping B/U ratios and the EI surplus; the emerging model of income-tested child
benefits provided to all low-income families; and, finally, the social union agree-
ment of February 1999 and the associated political pressures to make this agreement
at least appear to work. The following section considers three possible avenues of

~ development in income-maintenance policy for the unemployed — enhanced in-
formation-gathering/sharing, radical disentanglement, and the radical reassignment
of responsibilities — in light of these considerations.

The Social Union Framework Agreement is motivated by a commitment
to share information, to engage in joint planning, and to clarify roles and re-
sponsibilities as well as to publicly recognize and explain these roles and
responsibilities. Certainly, if governments are serious about undertaking these
tasks the provision of income support for the unemployed is undoubtedly a
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likely candidate for such efforts. While the SUFA agreement may provide the
impetus for a reconsideration of federal-provincial roles in this area, it pro-
vides much less guidance as to possible future avenues of reform.
More substantively, the extension of income-tested benefits for all low-
income children in the mid- to late 1990s has acquired considerable cachet.
This model is only just emerging and it is not at all clear that it will come to
* dominate either federal or provincial policy in this area. Nevertheless, it may -
provide both a model as well as political momentum in favour of a radical
overhaul of the income-support system based on a separate provision of in-
come support for dependent children (and those not expected to work) and
income support for unemployed adults. Certainly, further movement in this
direction will generate new demands for the clarification of the roles and re-
sponsibilities of the two orders of government. First, because they are
income-tested and hence much more responsive than social assistance to
changes in income resulting from unemployment, the linkage between these
programs and the federal EI program will be more direct than was the case for
provincial social assistance. Also, to the extent that children and the disabled
are increasingly provided for under other programs, provincial social assist-
ance programs will become more clearly programs of income support for
unemployed aduits.” One might well anticipate arguments that there will be
no remaining justification for maintaining provincial programs of income sup-
port distinct from EI for non-disabled adults.

The Politics of Intergovernmental Collaboration:
Information-Gathering/Sharing Initiatives

Information-gathering and sharing initiatives would be crucial first steps in

“reviewing governance arrangements for income support for the unemployed.
The new social union agreement, which commits both orders of government to
information-sharing, provides some grounds for optimism in these regards.
However, there are reasons to limit this optimism as regards the extent to which
gither order of government can be expected to vigorously pursue such initia-
tives. Both data on what happens to individuals who leave or fail to qualify for
social assistance and/or employment insurance as well as data on the interac-
tion between the two programs have been conspicuously absent — an absence
undoubtedly recognized by both federal and provincial officials. This dearth
of data has not arisen in a political vacuum.
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Both orders of government have political interests at stake in how the
interaction between the two programs is portrayed — euphemistically referred
to by the federal Auditor General as the “complexities of federalism.”'® If
restrictions in UI/ET have resulted in significantly increasing provincial social
assistance caseloads, there may be significant disincentives to the federal
government vigorously attempting to establish empirically that this is indeed
the case. On the other side, the Auditor General notes “recent cuts to the Un-
employment Insurance program could result in increased provincial welfare
rolls but the two levels of government do not agree on the extent of this conse-
quence, Such recent events have made provincial governments reluctant to
provide more information on their welfare program activities.”'®

The provincial claim that social assistance rolls are being swelled by
individuals who, in the absence of new restrictions would be eligible for EI, is
a key element in the new politics of social assistance. First, it helps provincial
governments absolve themselves of responsibility for increased levels of so-
cial assistance receipt. These increased levels of receipt might otherwise be
politically construed more clearly as the result of the failure of provincial eco-
nomic or social policy. Second, it helps justify provincial restrictiveness in
social assistance provision as provinces can portray restraint in social assist--
ance programs as their unwillingness to bear the burden of federal withdrawal
from its responsibilities. From the federal point of view, the political fallout of
the charge of downloading (even if inaccurate) may be more palatable than the
charge of off-loading — the claim that the federal government is denying ben-
efits to the unemployed with no idea of where these individuals end up, It is
one thing for the federal government to deny benefits to people who simply
receive provincial social assistance benefits. It is another thing to deny ben-
efits to people who then, at least in the short term, have no other government
program on which to rely.

While the charge of off-loading may have more serious political impli-
cations for governments than the charge of downloading, the likelihood of the
former being raised onto the political agenda and generating new pressure for
information-sharing initiatives is less likely. In the case of downloading, the
recipients who are “bumped off” a program have a strong political advocate in
the government to which they are downloaded. However, individuals who are
off-loaded and fall between programs — because they have no government to
advocate their cause — are much less likely to have an effective political voice.
In the context of a growing “space” between the two programs, there may be



Dis-Covered: EI, Social Assistance and the Growing Gap in Income Support 115

an incentive for both orders of government to try and avoid blame for those
who fall between the two programs. Periods of fiscal restraint are conducive to
the politics of “blame avoidance” rather than the traditional politics of “credit
claiming.”*® In such a context, pressures for renewed efforts at information-
sharing may be slow to emerge. While the new social union agreement commits
both orders of governments to such initiatives, whether they develop in a mean-
ingful way in this policy area remains an open question.

Radical Reorganization: Further Disentanglement

The social union commitment to the clarification of roles and responsibility
combined with the new problems of overlap resulting from the emerging in-
come-tested, child-benefit model may generate renewed calls for even more
significant disentanglement — one based on a division between sectors as op-
posed to specific programs. Thus, EI and social assistance would be formally
grouped together and responsibility for this amalgam given to one order of
government. Whether disentanglement would take place through centralization or
decentralization is an increasingly open question as cutrent political dynamics
generate new possibilities in both directions. The political salience of the obsta-
cles to decentralization of responsibilities to the provinces, while still significant,
may be fading. Alternatively, the changing situation in income support may generate
new possibilities for the centralization of responsibilities. :

There would likely be significant resistance to the transfer of EI to the
provinces not the least of which is likely to come from some of the provinces
themselves. The ability of the poorer provinces to fund such a program with-
out either massive federal transfers or significantly higher premiums would

_make a downward devolution unlikely.'** Equally important, there is no com-
pelling political logic by which the federal government would willingly give

up a program that has emerged as such a financial windfall — the cash cow of
the 1990s. It may be questionable whether Canadian public opinion would
support the devolution of EI to the provinces and would be even less likely to
support the devolution of it to only some of the provinces. The Canadian pub-
lic, even inside Quebec, believes strongly in “national programs,” even in those
areas {like health insurance) where they do not actually exist. Employment
Insurance is one of few major national social program, and its devolution to
the provinces would be politically problematic so long as EI retains some
measure of political popularity.
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However, political popularity of EI may increasingly be fading and this
may allow the balance of forces to move in a decentralist direction. The dis-
crepancy between contributions and coverage is even more stark than it has
been historically and appears to be sufficiently visible to undermine the cen-
tral appeal of unemployment insurance: that it is a benefit for which one pays -
and to which one is entitled.’® Scrutiny of employment insurance benefits
versus coverage in public debate is certain to implicate regional axes of politi-
cal cleavage. Residents of the wealthier, more economically stable provinces
may have been willing to-accept, or at least to ignore, substantial B/U differentials
when the unemployed in those provinces were also substantially covered by
the program but this may no longer be the case. A final and more intractable
problem for the political sustainability of EI as currently structured are struc-
tural changes in the labour market, particularly the growth of the dual-earner
family, which may be contributing to the long-term erosion of the political
bases of support for employment insurance. Dual-earner families are less vul-
nerable to the risk of income disruption posed by unemployment and more
able to provide for themselves in periods of unemployment than single-earner
families; yet, they pay two premiums for their coverage.'® As the proportion
of dual-earner families has increased relative to the traditional one-earner fami-
lies — the model upon which employment insurance is largely based —
increasingly it may be that “the system provides an insurance which they do
not really need for those who fund it.”'% Following this analysis, it should not
be surprising that “the social basts of this system is eroding.”!%

These dynamics have important implications for the intergovernmental
regime governing employment insurance. First, they will impose sharper po-
litical limits on the extent to which EI can be used as a source of revenue by
the federal government: limits that will become even more constricting as
Canada enters the next recession. Second, these changes may effectively ne-
gate arguments against decentralizing responsibility for EI to the provinces. In
the context of a general reduction in the need to protect individual earners and
greatly restricted coverage, contributing workers probably have much less in-
~ centive to support enriching benefits, protecting coverage or maintaining
pan-Canadian portability than simply limiting the contributions they make to
the program. Those provinces that could mount a credible claim that a provin-
cial employment insurance program could be run at similar or even reduced
levels of coverage with much lower premiums may be able to tap into a power-
ful thread of public sentiment to a degree not possible in the past when insuring
the family’s single breadwinner against unemployment may have been a much
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more central concern than reducing premiums paid. Further, for individuals
who need FI less than was the case in the past and who are also less likely to
qualify for benefits under the current regime, a provincial race to the bottom in
benefits and coverage might not appear partjcularly problematic especially if
it holds any promise for a race to the bottom in premiums.

At the same time, current political dynamics may be generating new
possibilities for centralizing responsibility for all low-income persons. The
political feasibility of centralizing responsibility for low-income people at the
federal level by moving responsibility for social assistance to the federal level
might seem unlikely as it presently exists."® However, this is a policy field
currently in considerable flux and some of the main obstacles to centralizing
responsibility for income support for the needy at the federal level may be-
come considerably less salient than is currently the case. Income-tested benefits
are clearly within the jurisdictional purview of the federal government while
needs-tested social assistance is not. A strong federal role in the provision of
income support to the needy becomes more likely as income support comes
increasingly to be dominated by the income-tested model rather than the needs-
tested model. However, should provincial social assistance provision
increasingly become recast as a separate income-tested program for all low-
income people with children and a residual needs-tested social assistance
program for non-disabled adults, provinces may be reluctant to relinquish the
former as such programs may come to enjoy a political popularity that is not
currently enjoyed by needs-tested social assistance." '

Alternatively, the social union commitment to the clarification of roles
and responsibilities, the emergence of a new model of provision of income
support, and the political dynamics surrounding EI may create a window of
opportunity for radically reorganizing responsibilities in this policy field in
ways that would not be politicaily feasible in the current context.

One possible direction would be the provincial assumption of responsi- -
bility for income support for children and the disabled, and the federal
government taking responsibility for income support for all able-bodied adults.
Clearly, there are some potential objections to such a development. For exam-
ple, given current patterns regarding the decentralization of responsibility for
active labour market programs to the province, the centralization of income
support for all employable adults would leave passive and active programs as
the responsibility of different orders of government. As the linkage between
income-contingent child benefits and EI become more direct and immediate
(as is argued above), the reasons for avoiding bifurcation become all the more
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compelling. Politically, it is far from clear that the federal government would
willingly cede its recently reinvigorated role in the provision of bénefits to
children. ,

Another possibility would be the federal acceptance of responsibility
for all low-income children with provincial governments taking full responsi-
bility for income support and active labour market programming for unemployed
adults. Linking these changes together may mollify those whose preference
for national programs would preclude their support for the decentralization of
responsibility for EI. Income support for children also has more appeal as a
program guaranteeing pan-Canadian rights of citizenship than contributory
earnings insurance for unemployed adults. The most significant remaining
obstacle will be that which currently bars the transfer of federal responsibility
of EI to the provinces — it represents a large cash windfall. However, as ar-
gued above, the financial attraction of EI is limited politically and will certainly
fade as the next recession sets in,

Assessing the Alternatives

Although the politics that surround the alternative regimes are important, there
is still another dimension around which they need to be assessed. Our interest
here is in understanding the trade-offs (what would be lost and what would be
gained) in moving income support toward a different intergovernmental re-
gime relative to the same criteria used to assess the current regime. In other
words, what happens to the nature of the governance of the regime when the
policy sector moves around the map. What follows, then, is a discussion of
what could result from such a move in terms of the practice of federalism,
democratic oversight, and policy goals.

A Radical Reorganization

The so-called “radical” option would formally recognize that income support
for the unemployed needs to be taken as a single policy area. Thus, there are
those who argue that the interaction and overlap between the two programs
increasingly requires that coordination be undertaken by a single order of
government. There is also the possibility, outlined above, that the distance be-
tween the two programs is becoming wider. Thus, while there may be less
interaction and overlap between the two programs, there are still important
arguments for making the current system more disentangled by making the
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division of responsibility even more clear. The rationale for coordinating the
programs under one order of government is to avoid both policy and demo-
cratic failures: policy failures resulting from a disentangled regime that result
in unemployed individuals falling through the middle without knowing who
they are, how or whether they are reinserted into the labour market, or what
the effects of a future downturn will be and democratic failures resulting from
each government being able to avoid responsibility for these people in the mid-
die. With this in mind, there are two possible options: centralizing income
support for the unemployed at the federal level or, alternatively, decentralizing
all responsibility for income support for the unemployed to the provinces.

In his recent work on the restructuring of the welfare state John Richards
makes the point that the federal government is best suited to large-scale pas-
sive income redistribution on a national scale.!"! Thus, one option in this regard
would be to transfer “income support” to the federal government, while “ac-
tive labour market” policy stays with the provinces.” In keeping with this
type of approach, Vaillancourt argues, regarding the interaction between so-
cial assistance and EI, that an appropriate solution would involve:

the federal government finally taking over the field of income support by a con-
stitutional amendment giving it responsibility for welfare. This would allow full
coordination between EI and welfare payments and programs, and make
offloading activities unnecessary. Provinces could stilt administer welfare. Such
an amendment would raise the hackles of all Quebec politicians. Ottawa could
ignore this or choose to devolve EI and welfare to Quebec. What matters is
coordination.!?

Alternatively, other observers call for the decentralization of responsibility for
EI back to the provinces — a solution that has been discussed particularly with
reference to Quebec. Noél argues:

a labour market policy that is integrated and sensitive to market realities is only
 possible at the local level and must be based on concentration at the local and
provincial levels. Ideally, all passive income support measures would be inte-
grated into active human resources development measures, which would imply
~making employment insurance a provincial responsibility.... In this case, decen-
tralization, not the imposition of national standards, is the way Lo promote
innovation and secial development.'

Neither of these two scenarios violates the principles of federalism nor
is inimical to the logic of federalism as either of these scenarios would involve
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a reordering of the constitutional responsibilities within the federation and
would require both levels of government to agree to such a reordering. It seems
likely that either centralization or decentralization of income support for the
unemployed would necessitate a constitutional amendment to move responsi-
bility for EI to the provinces or social assistance to the national government.
Such a move would require the consent of the governments concerned and in
this sense would, in fact, demonstrate a shared commitment to the resolution
of intergovernmental conflicts.

Both approaches would have some significant impacts on the kinds of
failures associated with the disentangled system as it stands. If either order of
government took fuli responsibility for the unemployed more generally, it would
reduce the ease with which governments are able to deny responsibility for
people who fall between the programs and reduce the scope for governments
to avoid blame for serious flaws in this policy field.'™ Having only a single
~ government involved in program design and delivery would ameliorate those

problems that currently exist in terms of transparency and accountability. Simi-
larly, questions of equity and human development could be addressed by
removing the distinction between the “deserving” and the “undeserving.” People
would simply be unemployed. The intergovernmental tension over the cuts in
federal transfers or the surplus in the EI account could also be lessened if only
one government was involved. Finally, the sole government responsible for
income support to the unemployed would be well-placed to determine the
magnitude of the group falling between programs, who they are and whether
or not they are able to reinsert themselves into the labour market. It would also
be better piaced to attempt to judge the sufficiency of the system in light of
future economic downturns.
There would be some important trade-offs. The federal government, with
_its control over important aspects of the tax system, could be better suited to
integrate income support for the unemployed into much more of a “seamless
web” than could the provinces. This would, of course, encourage those who
support the eventual creation of something along the lines of a Guaranteed
Annual Income (GAI), though this need not be the ultimate endpoint of such
coordination. At the same time, centralizing income support with the federal
government might need to be part of a grand vision (such as a GAI proposal)
in order to overcome the political and constitutional obstacles that would con-
front such a move.
While Noél is correct that for most people the relevant labour market is
the local one and there is much to recommend the integration of both passive
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and active measures, the question of mobility cannot be so easily dismissed.
The structure and level of benefits may not encourage movement, but they
should not be a barrier if an individual chooses to relocate. The levels of inter-
provincial movement are significant and the question of the portability of
benefits under a radically decentralized system would need to be addressed.
Overcoming the mobility question would require a significant degree of inter-
provincial collaboration, perhaps along the lines described in Tom Courchene’s
ACCESS model. The dilemma here, of course, is that there is no precedent for
such agreement, especially in the absence of the federal government.

The policy trade-offs here are quite stark. A centralized system would
encourage mobility based on the portability of benefits. It would, though, rein-
force the separation of active and passive labour market measures and would,
thus, run counter to the current process, under the Labour Market Develop-
ment Agreements, that has devolved active measures to most of the provinces.
This process has been predicated on the belief that provincial governments can
more effectively respond to the economic and social needs of individuals within
their local labour market. There is no simple calculus that makes one choice
more readily preferable, but rather it involves an essentially political choice
over which goals and values are to be given priority.

In terms of equity and redistribution, there are also concerns that would
need to be addressed — at least insofar as the focus is on pan-Canadian equity.
It seems unlikely that some of the provinces could finance unemployment in-
surance on their own for their own citizenry. As it stands, the national EI system
still transfers billions of dollars across the country — transfers that are vitally
important to the economic life of the recipient provinces. In policy terms this
would mean either large differentials in premiums across the country (relative
to the “risk” involved) or significantly different benefit levels. Not only would
pan-Canadian equity possibly suffer, but also such a move would run counter
* to the public’s oft-expressed desire for comparability of programs across the
country. This could be countered by a major restructuring of the existing equali-
zation schedule in order to offset these missing transfers. The political dilemma
~ in this is determining whether Canadians would accept the more transparent
and much larger equalization system that would be required in moving EI to
~ the provinces. Provincial politicians in provinces receiving implicit equaliza-
tion under EI are likely to be resistant to moves that result in making such
equalization more visible and thus more politically tenuous. This would re-
quire a forthright commitment on the part of Canadians to see this larger system
of equalization as part and parcel of Canadian citizenship.
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Matking the Current System Function Better

A number of large-scale changes are currently underway — the changing na-
ture of work, longer terms of unemployment, less job stability, shifts in the
composition of households — which undoubtedly are having and will con-
tinue to have crucial impacts on the effectiveness of various approaches to
providing income support. However, perhaps the biggest obstacle in suggest-
ing options for the future governance of income support is that the level and
nature of interaction between EI and social assistance is still very unclear.
Vaillancourt’s point about coordination being essential, though, suggests amuch
less radical option that could, in some way, begin to provide a solution to the
problems associated with the current state of governance.

As was noted throughout this study, one of the biggest challenges is
understanding the interaction, overlap or possible “space between” the two
programs of income support. This makes assessing the exact nature and extent
of any possible policy failures very difficult and this is further complicated by
the existence of ten separate provincial social assistance programs with their
different histories, rationales, etc. There is evidence of significant overlap be-
tween the two programs, but what overlap exists is asymmetrical, varies widely
from province to provinee, and is likely to be qualitatively quite different now
than it was at the outset of the 1990s. What may be needed, in the first in-
stance, is not a widescale process of policy collaboration or coordination but
an increased level of information-sharing and government commitment to un-
derstanding the interaction of social assistance and EL To some extent, this
would entail operationalizing the commitment made in this regard in the So-
- cial Union Framework Agreement.

As a starting point, there would need to be a forum through which such
information-sharing and policy analysis could be accomplished and a likely
candidate is the currently constituted Forum of Labour Market Ministers. This
intergovernmental body could, if it had some increased resources, become a
means by which governments could begin to come to grips with understanding
how the current disentanglement in this area is operating. :

Increased levels of intergovernmentalism always carry some risks and
this would be no different. The point of using the Forum of Labour Market
Ministers (FLMM)would not be to set up some kind of extra-parliamentary
policy-making body that would further remove income support from political
or public oversight. Rather, the FLMM could propose merely to begin a pro-
cess of information collection and sharing that would give both levels of
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government a better idea of the implications of their policy changes on the
other governments. At the same time, though, if the FLMM managed to under-
take a more comprehensive analysis of the interaction then it might provide
much more in terms of making governments accountable and make what is
happening with the simultaneous contraction of social assistance and EI more
transparent. It may be the case that Vaillancourt is right about the “necessity”
of coordination. [t seems that moving first toward a better understanding of
what exactly needs to be coordinated would be a modest beginning. To some
extent this is a naive and technocratic solution, but it could be the means to
begin addressing the problem of tracking the “people in the middle.”

FINAL THOUGHTS ON THE GOVERNANCE OF INCOME
SUPPORT FOR THE UNEMPLOYED

The options outlined above are not the only cnes that could be put forward in
terms of rethinking income support for the unemployed. They are directed
though at alleviating the most important problem in terms of the current gov-
ernance regime, namely the possible existence of a growing number of people
who survive between Employment Insurance and social assistance. Yet as should
be clear, it is impossible to solve the perceived policy gaps without also chang-
ing the constellation of forces around the principles of federalism and
democratic governance. From the outset, this study has tried to recognize that
any change in the way these programs are structured and delivered will in-
volve trade-offs in these areas. '

The relationship between UL/EI and social assistance varies significantly
across provinces and, somewhat more tentatively, also varies significantly across
time. There are broad structural changes taking place which, while shifting the
relationship between these two programs over time, likely play out quite dif-
ferently in the various provinces. In addition, there are also more obvious and
immediate political factors contributing to shifts in the relationship between
the two programs across provinces and across time. The broad perception that
the two programs are increasingly overlapping is a more apt characterization
of patterns of development in a context of expansion at the federal {evel (or in
particular provinces) rather than the more recent period of relatively general-
ized restraint. In the latter, it is likely that a more accurate depiction is one of
the two programs pulling away from the other, leaving a growing space be-
tween the two. Again this would vary from province to province. However, in
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certain senses, each of these two very different patterns of development present
certain similar policy challenges.

The current allocation of responsibilities between the two orders of
government respects the formal division of powers in the Canadian federation.
The existing sharply bifurcated approach to income support for the unemployed
respects their jurisdictional sovereignty. There may be costs in terms of a limi-
ted ability to use either program as an effective tool of labour market policy;
however, it is not clear that a similar functional division between social insur-
ance and social assistance within one level of government would not simply
replicate many of the problems currently evident in the existing system. It is
likely, though, that problems in information-gathering which represent the most
obvious policy fatlure would be lessened if both types of programs were the
responsibility of one level of government. Also, there are clearly costs in terms
of democratic responsibility for and accountability to those who fall between
the two programs. In regards to income support for the unemployed, this infor-
mation failure and democratic deficit represents the “price of federalism.”!'
For a variety of pragmatic reasons outlined above, both orders of government
in Canada may continue to be willing to pay it. In a multinational federal sys-
tem designed to accommodate “territorially defined national minorities within
a multination state” (as opposed to territorial federalism in which “a single
national community can divide and diffuse power”}'"” there are also important
principled reasons for doing so.

The current arrangement of political forces makes it appear unlikely
that changes to the status quo are imminent and, unfortunately, making the
current system work better while respecting the present federal division of
powers may aiso face significant political obstacles. However, there may be
longer term patterns emerging that will present new sets of options ranging
from concentrating responsibility for income support for all individuals in need
with one order of government to novel possibilities for a more complex divi-
sion of responsibility for income support for adults and children. While these
new options may present the opportunity to modernize the social union, they
do not necessarily have to but may also “take us away from the logic of feder-
alism.”"'* Whether various governments in Canada are willing to pay this price
in negotiating a new social union remains to be seen.
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APPENDIX B
FAMILY COMPOSITION OF THE SOCIAL ASSISTANCE CASELOAD

Examining social assistance receipt in British Columbia and New Brunswick
from 1986 to 1992, Barreit ef al. argue that “there is a growing tendency for
* individuals with characteristics normally associated with high employability
and strong labour market attachment — young single men and women and
members of two parent families — to increasingly rely upon welfare. The cli-
entele for which the social assistance programs were originally conceived and
designed, the disabled and single parent families, accounted for a diminishing
proportion of recipients.”" These types of demographic changes in the caseload
make claims of higher proportions of employable recipients more credible.

However, despite such claims and the fact that they appear credible in par-
ticular provinces in particular periods, overall, there appears to be little evidence
to suggest that the nature of the caseload has changed dramatically and the data
are much less compelling for Canada as a whole in more recent times.”! From
1987 (when CAP annual reports first began to include the family composition of
households receiving social assistance) to 1994, there was no change in the family
composition of social assistance recipients. Children continued to make up 36-37
percent of the total number of recipients, single parents continued to constitute 15
percent of the total, and the proportion of single persons actually declined — al-
beit only from 32 percent to 31 percent of the total caseload.'' This suggests that
Barrett et al.’s findings are only of limited applicability. '

Examining the 1990s, these claims have no resonance as regards cverall
Canadian caseloads. As the National Council .of Welfare has noted: from 1990 to
1997, “[t]he distribution of welfare cases by family type did not change much.”'#

TABLE B-1
Distribution of Types of Welfare Caseloads

Singles Couples (no childven)  Single Pavents  Couples (with children)

% % % %
1990 57 5 29 9
1997 55 5 29 11

Note: Cascload figures are not equivalent to the proportion of individuals making up social
assistance rolls. While single persons make up a relatively high proportion of the cascload, they
comprise a much smaller percentage of the total population of social assistance beneficiaries.
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However, this picture varies considerably across provinces.'? Most
provinces for which data are available have seen only minor increases in the
number of singles as a proportion of the totai caseload. Alberta and New Bruns-
wick stand out — experiencing 35 percent and 20 percent increases respectively
in the proportion of single recipients in the period from 1986 to 1992 and
small decreases since then. In Ontario, the proportion of the caseload com-
prised of single individuals has dropped by 15 percent in the 1985-97 period.
Elsewhere, changes have either been quite modest increases or modest de-
creases. Thus, outside Alberta and New Brunswick, there has been no swelling
of the social assistance rolls by single recipients.

From 1985 to 1997, single parents as a proportion of the caseload in-
creased by 17 percent in Ontario in this period and increased more modestly in
Newfoundland, PEI, and Quebec while remaining unchanged in BC. The pro-
portion of the caseload comprised of single parents increased substantially in
Nova Scotia from 38 percent of the caseload to over 50 percent from 1992 to
1997. Thus, the proportion of the caseload comprised of those for whom social
assistance programs “were originally conceived and designed” has been in-
creasing rather than decreasing.

Data regarding two-parent families — another group which Barrett ef
al. refer to as having “characteristics normally associated with high employ-
ability” (p. 35) — are only available for five of the provinces from 1985 to
1997 and another two for 1992 to 1997. From 1985 to 1997, in most of these
provinces, the proportion of the caseload comprised of two-parent families has
been declining significantly: ranging from a decline of 35 percent in British
Columbia and rotghly 25 percent in Newfoundland, PEI, and New Brunswick.
In Quebec, this proportion remained the same from 1985 to 1997. From 1992
to 1997, this proportion dropped by half in Nova Scotia while remaining roughly
the same in Saskatchewan.

What can one conclude by comparing changes in the proportion of
employable recipients with changes in the family composition of the caseload?
The evidence is mixed and varies across provinces. In Alberta from 1987 to
1994, there was bo