4.1 Employment Insurance

Employment Insurance is a federal responsibil-
ity, and has been an important national social
insurance program since its inception in 194.0. EI
has evolved over the years to cover risks beyond
job loss, and now includes sickness, maternity,
parental, work-sharing, and compassionate care
benefits. In 2005, the Supreme Court of Canada
affirmed this evolving federal responsibility as
an appropriate response to the new realties of
the workforce in Canada.!

The EI program is facing new challenges in
2008, as economic growth in Canada stalls and
the U.S. economy slips closer to a recession. The
El program has been a key source of countercy-
clical stimulus in previous economic downturns*
and will provide important macroeconomic sta-
bilization in the current context.

However, the cutbacks in UI/EI in the 1990s
have diminished the income protection it provides
for Canadians. Today, only about four in every
10 unemployed workers collect regular EI ben-
efits, down from 80% in 1990. Only one in three
unemployed women collect benefits, down from
70% in 1990. Only 20-25% of unemployed work-
ers in most major urban centres, like the Greater
Toronto Area (GTA) and the Lower Mainland in

British Columbia, now receive benefits at any
one time, since many do not qualify at all, and
because others quickly exhaust their benefits.
Immigrants and youth are particularly disad-
vantaged by the special entrance requirements
for new entrants to the labour force.

While some other factors are at play, Employ-
ment Insurance coverage has shrunk mainly be-
cause of changes to program rules which make it
much harder for workers to qualify for both reg-
ular and maternity/parental benefits, and which
also cut the length of time for which benefits can
be collected. Workers who have enough hours to
get into the system often qualify for only a short
period of benefits, as low as 14 weeks for a person
who just qualifies in a region with a low overall
unemployment rate. A 2007 study prepared for
Status of Women Canada and the ccpa found
that women are particularly disadvantaged by
the hours system and gender differences in non-
standard employment.?

During this time of tremendous economic un-
certainty and upheaval, many workers in Canada
feel vulnerable. Workers facing unemployment
are often one or two pay-cheques away from liv-
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ing in poverty, and it is tremendously important
that the EI program is there to protect them.

Not only is it much harder to qualify for EI,
but benefits have also been cut to 55% of insured
earnings, for a maximum weekly benefit of $435,
which barely meets the poverty (L1co) thresh-
old for a single adult.

As well, maternity and parental benefits
play an important role in enabling workers to
balance work and family responsibilities. But
many new parents fail to qualify for benefits,
and those who do often find that they can't af-
ford to take a leave.

Due to high qualifying hours requirements,
as high as 910 hours or six months of full-time
work, many unemployed workers do not qualify
for benefits at all. Women, youth, part-time work-
ers, the working poor, recent immigrants, and
residents of big cities are most affected. Those
who do qualify usually get an inadequate short-
term benefit, and the maximum benefit barely
matches the poverty-line for a single person.

El also fails to deliver training to many pre-
cariously employed workers or a bridge to good
alternative jobs for the victims of ongoing eco-
nomic restructuring flowing from changes in
trade and the high Canadian dollar. This is un-
tenable at a time of major job loss and massive
economic restructuring, when re-training is ur-
gently required.

In 2005, the House of Commons Standing
Committee on Human Resources, Skills De-
velopment, and the Status of Persons with Dis-
abilities listened to labour and social groups and
recommended proposals which the AFB views as
key to building a better system. These measures
passed Second Reading in the House of Com-
mons (Bill C-269), but have not yet moved on to
Third Reading.

The Parliamentary Committee made 28 rec-
ommendations in total. Recommendation 10
calls for a uniform EI entrance requirement of
360 hours of work, to lower the high barrier to
qualifying for part-time and temporary workers

CANADIAN CENTRE FOR POLICY ALTERNATIVES

and new entrants to the workforce. Recommen-
dation 15 calls for an increase in benefits. This
can be achieved by increasing the benefit rate
to 60% of earnings, based on the best 12 weeks
of earnings, and an increase in the maximum
benefit period to 50 weeks.

Testimony by a senior Human Resources
and Skills Development Canada (HRsSDC) of-
ficial to the Standing Committee on Decem-
ber 7, 2004, indicated that the annual cost of
these changes would be about $2 billion. The
cost would now be lower because of the lower
unemployment level. To cover these costs, the
AFB will maintain, rather than cut EI premiums,
and raise maximum insurable earnings under
El from $41,000 to $45,000. Gradually raising
maximum insurable earnings will increase net
premium revenues to cover program improve-
ments. Employment Insurance reforms will be
made within the framework of the Employment
Insurance account.

The AFB also supports investments in train-
ing through EI. In 1997, responsibility for train-
ing was devolved to the provinces, and this has
led to a situation where Canada spends much
less on training than do other countries in the
OECD. Increased funding for training for the un-
employed is urgently required, and so is support
for paid training leaves for employed workers
through pilot projects based on the apprentice-
ship model (apprentices get EI support for the
classroom part of their training).

El is financed on the basis of a payroll tax,
paid by both workers and employers. Workers
are required to contribute 1.73% of covered earn-
ings, and employers contribute 1.4 times this
amount — in recognition of the fact that employ-
ers exercise greater control over the employment
relationship. EI premiums have been drastically
reduced in recent years, and the current rate-
setting mechanism provides absolutely no con-
tingency for an unforeseen economic downturn.
The combined surplus in the El account exceeds
$54 billion — money that workers have contrib-



uted over the years which is now being used to
pay down the debt rather than provide benefits
to workers.

The El rate-setting mechanism is badly flawed,
as a recent study by the Canadian Institute of
Actuaries reveals.* The c1a report was critical
of the absence of a rate stabilization fund and
the lack of independent actuarial advice in set-
ting EI premiums. The AFB supports an inde-
pendent and transparent rate-setting process.
The 2007 Speech from the Throne promised to
correct flaws in the current system, and these
are long overdue.

The ArB will make improvements to serv-
ice delivery. The current Service Canada model
streams workers towards Web-based applications,
with little support for those with computer lit-
eracy and/or language challenges. This depend-
ence on computer-based applications and central
call centres makes it more difficult for claimants
to access El services. The devolution of training
services to the provinces can also be an obstacle
to accessing these services. The AFB will invest
in well-trained workers who can counsel EI ap-
plicants and deliver the personal quality of serv-
ices that many EI claimants require.
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GENDER ANALYSIS Employment Insurance
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