IRPP REPORT
May 2022

How to Modernize Employment
Insurance: Toward a Simpler,

More Generous and Responsive
Program

IRPP Working Group Report




How to Modernize Employment Insurance

ABOUT THE REPORT

With the federal government in the early stages of a two-year review of Employment
Insurance, the IRPP convened a working group of 12 researchers in December 2021
to discuss ways to modernize El and expand the range of reform options. The object-
ives of the IRPP working group were to: (1) share ideas on how to address some of
the stated priorities of the federal government; (2) suggest complementary or other
priorities that the government ought to consider; and (3) propose a wider range of
reform options than might be collected in the traditional stakeholder consultation
process, with clear attention to practical design and implementation. This report high-
lights consensus when it emerged, but consensus was not a desired outcome of the
group’s meetings.

This report was written by Colin Busby, Ricardo Chejfec and Rosanna Tamburri. The
manuscript was copy-edited by Francesca Worrall, proofreading was by Zofia Laubitz,
editorial coordination by Francesca Worrall and Etienne Tremblay, production was by
Chantal Létourneau and art direction by Anne Tremblay.

See appendix B for the list of members of the IRPP working group.
To cite this document:
IRPP Working Group Report. 2022. How to Modernize Employment Insurance: Toward

a Simpler, More Generous and Responsive Program. IRPP Report (May). Montreal:
Institute for Research on Public Policy.

ACKNOWLEDGEMENTS

The authors and the IRPP would like to thank the El working group participants for their
numerous contributions to the development of this report.

Cover: Shutterstock.com

If you have questions about our publications, please contact irpp@irpp.org. If you would like to subscribe to
our newsletter, IRPP News, please go to our website, at irpp.org.



IRPP Report | May 2022

CONTENTS
EXECULIVE SUMMATY ittt sttt 2
1 INTrOAUCTION ettt 5
2. Overview of the employment inSUrance Program .........cccoeoecerieeieinneeneseeeeeenens 6
2.1 Does El help stabilize economic downturns? .......coccovveeeiireiieneieeeee e 9
3. Canada’s changing labour market...........ccoiiiiiic e 9
3.1 Problems to address in El reVIEW ... 11
4. ReguIar DENEFItS ...c.oiiiiic e 11
A EIGIDITY ot 11
4.1.1 Self-employed WOrKers........ccioiiiiieiice e 13
4.2 Benefit generosity and earnings replacement rates ........cccoceeeeieiieneeneceee, 14
4.3 BeNefit dUIatioN ...oioviiiiiieiicieeeee ettt bbbt 15
4.4 Maximum insurable @arnings .....c.occiveiinieiecteee s 15
5. SPECIAl DENETIES. ..ttt 16
5.1 Special benefits and self-employed workers..........occcecnieiiniiinniciiecee 18
6. Training and other provisions to support a return to Work ........c.cccceceveviierenennenen. 18
7. El funding: Past, present and future options ........coceeveieeiieiiiecceee e 19
7.1 Effects of proposed El refOrms ... 20
8. CONCIUSION .ttt 22
Appendix A: Agenda of El reform working group ......ccceeveeeirireennecieceeeee 24
Appendix B: List Of partiCipants.......ccoiveeriiiiireieciee e 25

RETEIENCES ..o 26



How to Modernize Employment Insurance

EXECUTIVE SUMMARY

As the main pillar of Canada’s social-safety net for working-age adults, Employment
Insurance provides temporary income support in the event of job loss or of other ma-
jor life changes that require an absence from work, such as caring for a newborn, an
adopted child or a critically ill family member.

The COVID-19 pandemic has been the greatest shock to the Canadian economy in
decades, yet El failed to cover a significant share of individuals without work, and it
could not process the surge in claims in a timely manner. However, many of El's short-
comings were evident long before the onset of the pandemic.

The federal government has started a two-year review of the El system, the first major one
in more than 25 years. To inform this review, in December 2021 the Institute for Research
on Public Policy convened a working group of researchers and experts to discuss ways to
address the government’s priorities and propose options for reform. This report presents
many of the policy proposals that were discussed at the two-day virtual event. Over the
course of the event, we heard that the current El system, with its many layers of complexity
and glaring gaps in coverage, has become increasingly ineffective.

New forms of work arrangements and the lingering economic effects of the pandemic
have added enormous pressure on this already strained program. El's shortcomings
are likely to persist, even when the pandemic subsides. Participants in IRPP’s working
group noted that, because of Canada’s aging workforce, the transition to a low-carbon
economy and other factors, El will continue to face pressures. At the same time, the
significant pool of self-employed workers and the shift to more short-duration, con-
tract and temporary jobs means that a large swath of workers could continue to be
excluded from this important program. The growing number of individuals who work
for digital platforms and are classified as self-employed poses a particular challenge.

The participants agreed that it is high time to revise and update El to meet the needs
of today's labour market and better reflect the changing nature of work. More tinker-
ing at the margins will not be enough.

Specifically, there was broad agreement on the following points:

B The rules of the program have become too complex, and simplicity should be
one overarching principle to guide future reforms.

m The eligibility rules must be eased to allow more unemployed workers to ac-
cess benefits.

B The benefits should be more generous; various options should be considered,
including increasing the earnings replacement rate, increasing the maximum
yearly insurable earnings amount and/or extending the duration of benefits.

B The program’s responsiveness to economic shocks should be improved.

m Policy-makers should consider different funding options for the program to
better align its revenue base with its objectives.
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m  Systemic exclusions from the program, including self-employed workers,
should be addressed.

B Access to special benefits, such as maternity and parental benefits, should be
improved and made more accessible for those who need them most.

B The effectiveness of Working-While-on-Claim provisions and training support
programs should be assessed and adjusted accordingly.

The scope of the El system has expanded greatly since it was first introduced in 1940.
What started out as a social insurance program designed mainly to support tempor-
arily unemployed workers has, over the years, come to include maternity, parental,
sickness and compassionate-care leaves; income support for seasonal workers; and
funding for job training. The eligibility and generosity of the various benefits have ex-
panded and contracted over the years, based on the prevailing economic and fiscal
conditions. The time has come to modernize El to make it simpler, more generous and
more responsive to today’s economic realities.

SOMMAIRE

Principale composante du filet social des adultes en dge de travailler, le régime d'as-
surance-emploi (AE) procure un soutien du revenu temporaire a ceux qui perdent leur
emploi ou connaissent un changement de vie qui nécessite de s'absenter du travail,
par exemple pour prendre soin d'un nouveau-né, d'un enfant adopté ou d'un proche
gravement malade.

Mais face a la pandémie de COVID-19, qui a provoqué au Canada le plus grand choc
économique des derniéres décennies, I'AE n'a pas été en mesure de soutenir une pro-
portion substantielle de travailleurs sans-emploi ni de traiter en temps voulu la hausse
des demandes. Bon nombre de ses lacunes étaient toutefois manifestes bien avant le
début de la crise sanitaire.

Ottawa a amorcé un examen biennal de I'AE, le premier d'une telle ampleur en plus de
25 ans. Pour contribuer a cet examen, I'Institut de recherche en politiques publiques
a réuni en décembre dernier un groupe de travail formé de chercheurs et d'experts,
qui ont discuté des meilleures fagons de répondre aux priorités du gouvernement et
proposé des pistes de réforme. Ce rapport présente plusieurs des orientations pro-
posées lors de ces deux journées de rencontres virtuelles. Les participants au groupe
de travail de I'lRPP ont conclu a l'inefficacité croissante d'un régime trop complexe et
miné par d'évidentes faiblesses.

Les nouvelles modalités de travail et les effets économiques tenaces suscités par la
pandémie ont créé une énorme pression sur un régime déja sous tension. Et les la-
cunes de I'AE risquent de persister au-dela de la crise sanitaire. Car plusieurs fac-
teurs, du vieillissement de la main-d'ceuvre a la transition vers une économie a faible
émission de carbone, continueront de faire pression sur I'AE. Parallélement, le vaste
bassin des travailleurs autonomes et I'essor des emplois temporaires et contractuels



de courte durée pourraient perpétuer I'exclusion de nombreux travailleurs de cet
important programme. Sans compter le défi particulier soulevé par le nombre crois-
sant de personnes qui travaillent sur des plateformes numériques et sont classées
parmi les travailleurs autonomes.

Les participants ont convenu de 'urgence de réformer et d'actualiser I'AE selon les
besoins actuels du marché de I'emploi et I'évolution de la nature du travail. Il faudra
donc faire plus qu'en rafistoler quelques éléments.

Plus précisément, ils ont dégagé un consensus sur les points suivants :

m Les regles du régime étant devenues trop complexes, toute réforme devra
reposer sur un principe général de simplification ;

B Les regles d'admissibilité doivent étre assouplies pour permettre a un plus
grand nombre de travailleurs sans-emploi de toucher des prestations ;

m |l fautaugmenter les prestations et examiner a cette fin diverses solutions, qu'il
s'agisse de hausser le taux de remplacement du revenu, d'accroitre le montant
maximal de la rémunération annuelle assurable et/ou de prolonger les pé-
riodes de prestations ;

m |l faut améliorer la réactivité du régime en cas de choc économique ;

B les décideurs devraient étudier différents modes de financement suscep-
tibles de renforcer I'harmonisation entre |'assiette du revenu et les objectifs du
régime ;

m |l faut s'attaquer a l'exclusion systémique qui empéche de nombreux travail-
leurs, y compris les travailleurs autonomes, d'accéder au programme ;

m |l faut améliorer l'accés aux prestations spéciales, par exemple les prestations
de maternité et parentales, notamment pour ceux qui en ont le plus besoin ;

m Lefficacité des dispositions sur le travail pendant une période de prestations
et des programmes de formation doit étre évaluée afin de les modifier en
conséquence.

Le régime d'AE a été grandement étendu depuis sa création en 1940. Congu comme
un programme d‘assurance sociale prioritairement destiné aux chdédmeurs tempo-
raires, il s'est enrichi avec le temps de nouvelles indemnités (prestations de mater-
nité, parentales, de maladie et pour soignants), d'un soutien du revenu pour les tra-
vailleurs saisonniers et de dispositifs de financement de la formation professionnelle.
L'admissibilité a ces avantages, tout comme leur générosité, a varié selon la situation
économique et financiére du pays. Or la situation actuelle exige de moderniser le
programme de I'AE pour le simplifier, le rendre plus généreux et mieux adapté aux
nouvelles réalités économiques.
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1. INTRODUCTION

When the COVID-19 pandemic broke out in early 2020, causing millions of workers to
temporarily lose their jobs, policy-makers could no longer ignore the long-standing
flaws in the federal Employment Insurance system. It failed to cover a significant share
of the workforce that was laid-off or without work, due to public health measures and
restrictions, and it was not able to process the surge in claims in a timely manner.
To support these workers, the federal government introduced emergency benefits
geared mainly to the self-employed and other workers who didn‘t qualify for regu-
lar El benefits. These measures have since expired and have been replaced by new,
temporary emergency benefits, and the eligibility requirements have been relaxed
temporarily.

In a recent report, the House of Commons Standing Committee on Human Resources,
Skills and Social Development concluded that the system does not reflect the realities of
today's labour market, and that it is not equipped to respond to sudden labour market
disruptions like the pandemic. It said that reforms are urgently needed to make the system
“nimbler and to better meet the needs of workers and employers” (Canada 2021d, 1).

This message was reaffirmed in the December 2021 mandate letter to the Minister
of Employment, Workforce Development and Disability Inclusion, Carla Qualtrough.
It calls for a plan to modernize El, to build “a stronger and more inclusive system that
covers all workers, including workers in seasonal employment and persons employed
by digital platforms, ensuring the system is simpler and more responsive for workers
and employers” (Office of the Prime Minister 2021).

As the main pillar of Canada'’s social safety net for working-age adults, El provides in-
come support in the event of a job loss or other major life circumstances that require
a temporary absence from work, such as maternity and parental leaves.

As we write this report, the federal government is in the early stages of a two-year
review of the El system (Canada 2021a). The first major review in almost 30 years, it
was prompted by ongoing shifts in the labour market and the unprecedented eco-
nomic context of the pandemic. Indeed, increasingly diverse work arrangements, the
lingering economic effects of the pandemic and the rapid aging of the workforce have
added enormous pressure on an already strained program. The time has come to
modernize employment insurance.

To inform the government'’s review, in December 2021 the Institute for Research on
Public Policy convened a working group of researchers and experts in a two-day vir-
tual event to discuss ways of addressing the government's priorities and to propose
reform options. The objective was not to achieve consensus among the participants,
but rather to promote a free exchange of ideas and insights. This report and its rec-
ommendations are based on the policy proposals that were presented at the event.
We thank the participants for their contributions and hope this report will inform the
current El review.
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2. OVERVIEW OF THE EMPLOYMENT INSURANCE PROGRAM

In 1940, following in the footsteps of other major industrialized countries, Canada
introduced Employment Insurance (then known as unemployment insurance). The
new program, coming on the heels of the Great Depression, was meant to stabilize
the economy by buttressing household incomes during periods of high unemploy-
ment, such as the one the country had recently experienced. Its main objective was to
provide temporary income support to workers who had lost their jobs. The plan was
based on a social insurance model that pools unemployment risks broadly across the
labour force, rather than providing universal social assistance (Canada 1962).

The program evolved quickly in the post-war years (see figure 1). Initially, it was lim-
ited to specific groups of workers (approximately 42 percent of the workforce), and it
excluded those in seasonal industries such as agriculture, forestry and logging, as well
as teachers and those in hospital care. From 1940 to 1955, the proportion of unem-
ployed workers who qualified for benefits gradually grew and the duration of benefits
increased. In 1955, new legislation was passed to include seasonal workers, including
self-employed fishers, and sick-leave benefits were also introduced. By the end of the
1960s, close to 68 percent of the workforce was covered by the program. Another
major reform in 1971 provided nearly universal access to the program and added
maternity and sick-leave benefits. Eased eligibility rules meant that seasonal workers
were treated in the same way as other workers, and a two-component benefit struc-
ture allowed adjustments to reflect both national and regional economic conditions.
The earnings replacement rate — the percentage of a claimant’s insurable earnings re-

Figure 1. A timeline of Canada’s Employment Insurance system, 1940-2022
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placed by the benefit — was increased from 50 to 67 percent for single persons, and it
was set at 75 percent for persons with dependants and low-income earners (Yalnizyan
2021; Couturier, Hébert and Tircher 2021; Courchene and Allan 2009)."

This expansionary period was followed by 20 years of contraction from 1976 to 1996,
during which time El's generosity decreased and the eligibility criteria became increas-
ingly restrictive. In 1976, the higher earnings replacement rate for claimants with de-
pendants was eliminated. In the following years, the replacement rate was ratcheted
down from 67 percentin 1976, to 60 percentin 1979, to 57 percentin 1993 and finally
to 55 percentin 1994.In 1977, the federal government introduced variable eligibility
criteria, which meant that the duration of time that one needed to work to qualify for
El and the duration of the benefits depended on the unemployment rate in the region
of residence. The lower the regional unemployment rate, the longer the work period
required to qualify for shorter benefit duration. In 1993, workers who voluntarily quit
their jobs or refused to accept work became ineligible for benefits. For most claimants,
the number of weeks worked needed to qualify for benefits increased.

The way El is financed also saw major changes throughout this period. Although the
federal government initially funded the program’s administrative costs and matched
20 percent of annual employer and employee contributions, by 1971, federal contri-
butions were largely limited to covering the exceptionally high costs resulting from
rapid increases in the number of beneficiaries during periods of high unemployment.
In 1990, the program was made entirely self-financing, with workers and employers
the sole contributors.

In 1996, following the last major review of El, the program’s name was formally
changed from “unemploymentinsurance” to “employment insurance.” At the time, the
federal government was facing major pressure to consolidate its finances and reduce
spending to wrestle down public debt.?2 With persistently high levels of unemploy-
ment, there were concerns among policy-makers that dependency on some social
programs, including El, were contributing to the problem. Rebranding it as employ-
ment insurance was intended to reaffirm that its purpose was to encourage a return to
work and provide temporary income support in the event of an unexpected job loss.
Entry requirements were further tightened and modified, so that eligibility was based
on the number of hours worked rather than the number of weeks. This proved ad-
vantageous for seasonal workers but penalized part-time workers (Bédard and Fortin
2015). In addition, several disincentive measures aimed at frequent claimants, such as
seasonal workers, were introduced.

The cumulative impact of these reforms was raised by some workshop participants.
David Gray, professor of economics at the University of Ottawa, expressed it well: "We

! The level of benefits is determined by the replacement rate, which is a percentage of insurable earnings,
up to a ceiling equivalent to the average annual industrial wage (which was $60,300 in 2022).

2 Although currently the El system is funded by employer and employee premiums, the federal government,
on the advice of the Auditor General, includes El in its financial statements. This affects the budget balance
and the debt.
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get layer after layer after layer built into [the program] without any regard to coher-
ence.” As a result of changing program objectives and ongoing structural changes in
the labour market, El coverage has shifted significantly, as have the measures used to
determine the extent of coverage. The percentage of unemployed Canadians who
received El benefits fell from about 80 percent on average between 1976 and 1990 to
below 50 percent between 2000 and 2010, and to roughly 40 percent between 2011
to 2019 (see figure 2). Most of the drop during the 1990s can be attributed to the
changes in program eligibility criteria that restricted access to benefits to those with
a valid job separation.® However, 40 percent of the decline was due to an increase in
the share of unemployed individuals who had not contributed to El in the previous
12 months, because they were either long-term unemployed or self-employed, had
dropped out of the labour force, or had only recently entered the labour force (Can-
ada 1998; Gray and Busby 2016).

Since the 1990s, the way that program administrators measure El coverage has shifted
away from the percentage of unemployed workers who received regular benefits to
the percentage of unemployed workers who pay into the program and have a valid
job separation. Among the second group of unemployed workers, roughly 80 percent
had accumulated enough hours to qualify for regular benefits in the decade before
the pandemic (Canada 2021b).

Figure 2. Percentage of unemployed Canadians who received El benefits, 1976-
2019
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Source: Statistics Canada, “Labour force characteristics, monthly, seasonally adjusted and trend-cycle, last
5 months” (table 14-10-0287-01); “"Employment Insurance Program, income beneficiaries by province, type
of income benefit, sex and age” (table 14-10-0138-01); and "Employment insurance beneficiaries (regular
benefits) by province and territory, monthly, seasonally adjusted” (table 14-10-0011-01).

3 Individuals without a valid job separation include those who voluntarily quit their jobs, are fired or refuse to
accept suitable work.
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At no point since its inception was El intended to cover unemployed workers who
do not pay premiums into the regime, but this group — which consists of self-em-
ployed workers and those without insurable earnings in the previous 12 months —
comprised over 35 percent of unemployed workers before the pandemic, a large
share of the unemployed population. Hence, labour market developments that give
rise to new forms of work arrangements, and the fact that new income support pro-
grams had to be created during the pandemic, are prompting a re-evaluation of the
program'’s objectives.

The numerous reforms implemented over the eight decades since El was first intro-
duced have brought major changes to the program and serve as a reminder of both
the potential and capacity to adapt it to new labour market realities.

2.1 Does El help stabilize economic downturns?

We heard from participants that the layers of complexity added to the El system over
the years and glaring gaps in coverage have thwarted its ability to stabilize the econ-
omy in times of crisis, which was the principal reason for establishing it in 1940. Miles
Corak, economics professor at the City University of New York, noted that Canada has
suffered several significant economic shocks in recent decades, including the 2008-
09 recession, the 2014 collapse of global commodities prices and the COVID-19
pandemic. “Each time the unemployment insurance program was too little, too late,”

with the number of El claims

p . during these periods falling
Each time the unemployment well short of the total jobs

insurance program was too little, too  lost, he said. "This is what we
late,” with the number of El claims have to fix.
during these periods falling well short ., Banting,  professor

of the total jobs lost. “This is what we  emeritus at the School of
have to fix.” Policy Studies at Queen'’s Uni-
versity, agreed. “Recent ex-
perience has shown that em-
ploymentinsurance as a whole has failed manifestly and failed Canadian workers. Can
El be made crisis-proof?” he asked.

Corak said that, as the program has evolved, it has become increasingly complex, and
its ability to deliver benefits in a timely manner and stabilize the economy in severe
downturns has been compromised. He raised the notion of introducing an additional
benefit component to the program that would take effect in times of recession, be
funded through general revenues, ensure easy access and have no waiting period,
much like the Canada Emergency Response Benefit in the early days of the pandemic
(see box 1).
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3. CANADA'S CHANGING LABOUR MARKET

Overall, participants in IRPP’'s working group agreed that changes to the El program
are long overdue. This was brought home by the federal government’s response to
the economic fallout from the pandemic over the past two years, and the various con-
tingency measures and programs that were introduced to support unemployed Can-
adians who didn't qualify for El benefits (see box 1).

Box 1. Temporary pandemic measures, 2020-2022

According to Employment and Social Development Canada, of the gaps in the El system highlighted
by the pandemic, “none was more evident than the circumstances facing Canada’s self-employed

and gig workers” (Canada 2021a). To support these workers, in March 2020 the federal government
introduced temporary benefits, including the Canada Emergency Response Benefit and the Canada Re-
covery Benefit, which expired in the fall of 2021. The federal government then introduced the Canada
Worker Lockdown Benefit, which provides $300 a week in income support to eligible workers who are
directly impacted by a COVID-19-related public health lockdown in their region. This benefit will expire
May 7, 2022.

In addition to these emergency benefits, in September 2020 the federal government temporarily eased
qualification criteria for regular El benefits. Among other things, it adopted a uniform requirement

of 120 hours worked to qualify for benefits, compared with previous requirements that ranged from
420 hours in high-unemployment regions to 700 hours in low-unemployment regions. These tempor-
ary measures expired in September 2021, after which the government adopted a uniform 420-hour
entrance requirement that is set to remain in place for one year. Unemployed workers now need the
same number of hours worked to qualify for El benefits, regardless of where they live, but the duration
of benefits continues to vary according to regional unemployment rates. When these provisional meas-
ures expire in September 2022, the pre-pandemic variable entrance requirements will be reinstated
(Canada 2021a).

The shortcomings of El are likely to persist even after the pandemic has ended, due to
changes in the labour market caused by economic, environmental and demographic
forces. Worker shortages are likely to remain a challenge, as Canada’s workforce growth
is expected to stagnate. In the coming decade, the number of working-age individuals
in Canada for every retiree is projected to fall from 3.5 in 2020 to 2.6 in 2030.

At the same time, a significant pool of self-employed workers and the potential for a
continuing shift to more short-duration, contract and temporary jobs could mean that
a large swath of Canadian workers will continue to be excluded from El, either be-
cause they do not pay premiums or because they lack sufficient hours worked to qual-
ify. The growing number of individuals who work for digital platforms such as UBER
and DoorDash and who are classified by these firms as self-employed also poses a
challenge, because they do not contribute to El and don't have the protections that
other workers enjoy (Yssadd and Ferrao 2019; Statistics Canada 2022).

Working group participants also noted that other major trends, including climate
change and the transition to a low-carbon economy, as well as the potential for

4 Statistics Canada, “Projected population by projection scenario, age and sex, as of July 1 (x1,000)" (scenar-
io M3, medium growth), table 17-1-0057-01.
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service-sector jobs to be globalized (as manufacturing jobs were decades ago), could
make the labour market more volatile, putting additional pressure on the El program.
A clear message that came through over the two days of discussions is that any new
reforms to El must be designed with an eye to the future of work and the workers who
are likely to be affected by these changes, particularly those who rely on precarious
work. There was broad consensus that the current system, which is still tailored to the
labour market conditions of the 1970s, is no longer adequate, and that further tinker-
ing at the margins will not be sufficient.

3.1 Problems to address in El review

Every 25 to 30 years El needs to be redesigned to better meet the needs of the
changing workforce. The system must evolve and adapt. Some members of the work-
ing group argued that several of the changes made in the 1990s were understand-
able, given the economic and fiscal context of the time, but others felt that they went
too far and made the system too restrictive for the realities of today’'s workforce.

There was broad agreement among participants on the following points:

B The rules of the program have become too complex, and simplicity should be
an overarching principle to guide future reforms.

m The eligibility rules must be eased to allow more unemployed workers to ac-
cess benefits.

B The benefits should be more generous; various options should be considered,
including increasing the earnings replacement rate, increasing the maximum
yearly insurable earnings and/or extending the duration of benefits.

m The program’s responsiveness to economic shocks should be improved.

m Policy-makers should consider different funding options for the program to
better align its revenue base with its objectives.

m  Systemic exclusions from the program, including of self-employed workers,
should be addressed.

B Access to special benefits, such as maternity and parental benefits, should be
improved and made more accessible for those who need them most.

m The effectiveness of Working-While-on-Claim provisions and training-support
programs should be reassessed and adjusted accordingly.

4. REGULAR BENEFITS

From the start, El has provided temporary income support to unemployed workers
in the event of job loss. In the 2019-20 fiscal year, the El program provided $17.8
billion in benefits, of which $11.1 billion went to regular benefits (excluding the
amount paid under the Canada Emergency Response Benefit). The remainder went
to maternity, sickness, parental, caregiving and other benefits (Canada 2021b; see
table 1).
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Table 1. El benefits paid in fiscal year 2019-20 4.1 Eligibility

Expenditures

Benefit type (millions of dollars) Working group participants ex-

Regular benefits 11,100 pressed broad support for mov-

Special benefits 6,200 ing away from variable entrance
Parental benefits 3,000 requirements based on region-
Sickness benefits 1,900

al unemployment rates toward

ifereinplbsnshits 1,200 more uniform eligibility criter-

Other special benefits 100 ia. Armine Yalnizyan, Atkinson

Special benefits for self-employed 11 Fellow on the Future of Workers
Fishing benefits 300 argued that variable entrance
Work-sharing benefit 16 . .

crEnaTng e ™ requirements disadvantage low-
Total income benefits 17,700 id . d d d

paid, part-time and on-deman

Source:_Canada 202”1b(annex 5.1, "Employment Insurance workers Iiving in |arger cities,
Operating Account,” page 540).
Notes: All items are rounded to the nearest $100 million. where unemployment rates are
Totals may not add due to rounding. relatively low. These rules also af-

fect workers in particular sectors
such as food service, accommodation, hospitality and retail industries (Yalnizyan, Gel-
latly and Ritchie 2021).

Participants generally agreed that work duration requirements to qualify for benefits
should be eased or the minimum-maximum range narrowed, although they differed
on what the new level should be. Suggestions ranged from a uniform requirement of
360 hours to the current minimum requirement of 420 hours, which applies only in
high-unemployment regions. Pierre Fortin, professor emeritus of economics at Uni-
versité du Québec a Montréal, recommended returning to an eligibility requirement
based on the number of weeks worked, arguing that the hours-based criterion has
had a detrimental effect on full-year, part-time workers, particularly women, who ac-
count for a greater proportion of part-time employees. He recommended a universal
17-week eligibility requirement, while others called for a lower level.

As an alternative to a universal eligibility requirement, but also moving in the direc-
tion of simpler and more uniform criteria, Miles Corak recommended reducing from
nine to three the number of bands of unemployment rates used to determine hours-
worked requirements in El regions, as shown in table 2.

Some participants voiced their support for reinstating the eligibility of workers who
voluntarily quit their jobs, arguing that this would restore a better balance in employer-
employee relations, and facilitate better job matches and longer job durations. It was
suggested that, as a disincentive for quitting, these workers could face a longer wait-
time penalty than other claimants before receiving benefits, rather than being dis-
qualified outright. The potential downsides of this approach or the mechanisms for
establishing a financial penalty were not discussed in detail. Of Canada’s total unem-
ployed population in 2019, 14.2 percent were ineligible for benefits because they had
quit their jobs (Canada 2021b).
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Table 2. Current number of insurable hours worked required to qualify for El
benefits and proposed 3-band criteria

3-band
Regional rates of regional rates of Hours required under
unemployment (%) Hours required unemployment (%) 3-band criteria
6 and under 700 6 and under 700
6.1-7 665 6.1-10 560
7.1-8 630 More than 10 420
8.1-9 595
9.1-10 560
10.1-11 525
11.1-12 490
12.1-13 455
More than 13 420

Source: Employment and Social Development Canada (Canada 2021e); workshop participant's proposal.

4.1.1 Self-employed workers

Several participants expressed the view that revised eligibility criteria should ad-
dress certain systemic exclusions, such as migrant workers and the self-employed. It
was pointed out that under the current program many of those who work for plat-
form-based companies, for instance, might be misclassified as self-employed or in-
dependent contractors, rather than as employees, and therefore would not pay El pre-
miums or qualify for benefits. The issue of employee classification and definition also
raises inconsistencies between Canada Revenue Agency rules and varying provincial
employment legislation in this regard.

Participants acknowledged that there is no quick fix for the needs of self-employed work-
ers, but they agreed that the time has come to seriously consider how best to address
them. In 2019, roughly 2.9 million people, or 15 percent of the labour force, identified as
self-employed (Canada 2021a). However, this group is quite diverse and includes work-
ers who are voluntarily self-employed and those who are involuntarily self-employed,
contract workers, incorporated business owners and independent professionals, as well
as those referred to as “gig workers” (whose needs and interests vary). Although self-em-
ployed workers can voluntarily opt in to El special benefit programs, they currently can-
not access regular benefits in case of a layoff because they do not pay premiums.

Jennifer Robson, associate professor of political management at Carleton University,
said the evidence demonstrates that a voluntary program for El regular benefits is
doomed to fail, because those at low risk of losing their jobs will opt out. “If you open it
up voluntarily, they will not come,” she said. The group also discussed whether poten-
tial measures for self-employed workers should be mandatory and made a part of the
broader El system. The idea of creating a separate program was not endorsed, based
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on the experience of other countries, where such programs failed to meet expectations.
However, a mandatory program may run into resistance from some self-employed
workers. According to Kevin Milligan, professor of economics at the University of
British Columbia, experience in other countries suggests that mandatory programs
requiring self-employed workers to pay actuarially prescribed contribution rates are
unpopular. He raised the notion of requiring app-based companies to turn over data
to the federal government to determine El premium levels for employers and em-
ployees, noting that some countries, such as Germany, have successfully used this
approach to collect a social insurance surcharge.

Overall, participants generally agreed that the government should proceed with cau-
tion, and that efforts should initially focus on providing support to those most at risk
of job precarity. Laurell Ritchie, a member of the Good Jobs for All Coalition and the
interprovincial Employment Insurance Working Group, noted that, to qualify for regu-
lar benefits, claimants must have completely ceased working for seven consecutive
days, during which time they are not permitted to earn even nominal amounts of em-
ployment income. Relaxing this rule “seems like low-hanging fruit,” she said.

4.2 Benefit generosity and earnings replacement rates

We heard from several participants that the current earnings replacement rate of 55
percent is inadequate and does not allow low- to middle-income individuals to make
ends meet (for a general description of how El benefits are calculated, see box 2).
They argued that a rate increase should be considered, and their recommendations
on this ranged from 65 percent, the median rate currently used by industrialized coun-
tries, to 67 percent, the level in place during the 1970s. Some also recommended
that the minimum benefit of $300 a week introduced during the pandemic be made
permanent to better support low-income workers. Before the pandemic, there was no
minimum floor for El benefits.

Miles Corak noted that the parameters of El are largely tailored to meet the needs
of seasonal workers, especially those in coastal regions of the country, which adds
a non-insurance element of income support and redistribution to the program. He
recommended that more attention be paid to displaced long-tenured workers who

Box 2. The earnings replacement rate

The replacement rate for those eligible to receive El benefits of all types (except extended parental
leave, and maternity and parental leave in Quebec) is set at 55 percent of a claimant’s average insur-
able earnings. As of January 1, 2022, the maximum yearly insurable earnings rate was $60,300 (equiva-
lent to the average industrial wage). The weekly-benefit calculation is based on the required number
of best weeks of insurable earnings (the weeks where one earned the most money, including insurable
tips and commissions) in the past 52 weeks or since the last claim, whichever is shorter. The required
number of best weeks of insurable earnings ranges from 14 in El regions with the highest rates of
unemployment to 22 in regions with the lowest rates of unemployment. The duration of benefits ranges
from 14 to 45 weeks, also depending on the claimant's El region of residence. This range was tempor-
arily raised to 26 to 50 weeks during the pandemic. There is a 1-week waiting period before claimants
can receive benefits; this requirement was suspended during the pandemic.
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have been in the same job and contributed to El for many years. These workers often
face longer periods of unemployment than other claimants and may need to retrain
or reskill, sometimes only to find that their new jobs pay less than their previous jobs.
To better support these workers, he proposed that a wage-insurance program to tem-
porarily top up their incomes be introduced.

Some participants recommended eliminating the Family Supplement, a top-up bene-
fit under El that is available to low-income recipients with children, arguing that it has
largely been supplanted by the Canada Child Benefit and is incompatible with the
risk-insurance premise of El.

4.3 Benefit duration

David Gray, professor of economics at the University of Ottawa, pointed to previous
research that showed that El benefit durations have proven inadequate in times of reces-
sion. As a result, ad hoc measures had to be implemented to extend them because policy-
makers were concerned that claimants would exhaust their benefits (Gray and Leonard
2020). This underscores the need to improve El's economic stabilization capacity.

Armine Yalnizyan, who supported adopting a uniform entrance requirement regard-
less of El region, had several suggestions regarding benefit duration. She recom-
mended allowing the duration of benefits to fluctuate with the level of unemployment
in an El region as the program currently does; modifying the grid used to calculate the
duration of benefits based on Statistics Canada’s definition of full-time work, namely
a 30-hour workweek rather than 35 hours; and increasing the minimum duration from
14 to 18 weeks. She also recommended that the maximum duration of El benefits be
permanently extended to 50 weeks from 45 in all El regions.

4.4 Maximum insurable earnings

Several participants voiced concern that the current yearly maximum insurable earn-
ings (MIE) of $60,300 is too low and leaves a growing share of middle-income workers
without full coverage. Over the past five years, close to 50 percent of El regular-benefit
claimants were at the maximum benefit level (Yalnizyan, Gellatly and Ritchie 2021).
A few participants recommended raising the MIE limit by a significant amount; the
proposals ranged from $83,500 to $100,000. They argued that this would bring more
contributions into the program, put the plan on a better financial footing and better
insure those with higher earnings against the impact of a job loss.®

Some noted that raising the MIE limit and therefore payroll contributions may be un-
popular among highly paid workers in secure jobs, as it would redistribute income
from those less likely to make a claim to those more likely to do so. As well, they noted,
it could run into political resistance. “On balance, there are likely going to be losers

5 In their discussions on the future of work, several participants made the point that, in comparison with the
situation in previous economic restructuring periods, which affected less-educated, lower-paid workers, in
the current context those with higher education and pay are also more vulnerable.
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[among those in higher income brackets],” said Rhys Kesselman, professor emeritus at
the Simon Fraser University School of Public Policy. His view was that, instead of rais-
ing the MIE, federal government contributions should be reinstated and be funded
from general revenues and not payroll taxes, which is more appropriate to accomplish
redistributive objectives. However, others countered that advances in digital technol-
ogy, remote work and other labour market trends might make high-skilled workers
more vulnerable to job loss than in the past and increase their need for improved
employment insurance coverage.

5. SPECIAL BENEFITS

In addition to regular benefits, El also provides benefits to cover temporary absences
from work due to illness, or to care for a newborn, an adopted child or a critically ill
family member (see box 3).

Some working group members expressed the view that several of these benefits, re-
ferred to as special benefits, fall outside the core insurance function of the program
and, as such, should be funded as social programs through general tax revenues.

Box 3. Special benefits: Who is eligible and what are the benefits?

Maternity and parental leave

To qualify for maternity leave benefits, claimants outside Quebec must have worked 600 hours in the
previous 52-week period (roughly 17 weeks based on a 35-hour week). Those on maternity leave are
eligible to receive 15 weeks of benefits at a 55 percent earnings replacement rate, up to a maximum

of $638 a week. Those eligible for parental leave, including adoptive parents, have two options: They
can opt to receive 40 weeks of benefits at the standard 55 percent rate up to a maximum of $638, or
69 weeks at a 33 percent rate up to a maximum of $383 a week. Adoptive parents have access only to
the parental leave portion, although the federal government has committed to introducing an addition-
al 15-week benefit for adoptive parents.

Quebec provides maternity and parental leave benefits separately and at a higher replacement rate
through the Quebec Parental Insurance Plan, which is mandatory and funded by premiums paid by em-
ployers and employees, including self-employed workers. Claimants in the province must have had $2,000
of insurable earnings in the last 52 weeks (or roughly 153 hours worked at the current minimum wage).

Sickness and caregiving leaves

People needing to take sick leave are eligible to receive 15 weeks of benefits (longer in Quebec) at

55 percent of their weekly insurable earnings, up to $638 a week. There are additional benefits that al-
low claimants time off to care for a critically ill family member. These range from 15 weeks to care for an
adult, to 35 weeks to care for a child and 26 weeks to provide end-of-life care. Some workers are also
able to access additional paid sickness and caregiving leaves through their employers.

Emergency benefits introduced during the pandemic through the Canada Emergency Response
Benefit (CERB) covered leaves for those who were recovering from COVID-19, those caring for a family
member with the virus and those caring for children due to school closures. In September 2020, the
federal government the replaced CERB with the Canada Recovery Benefit, the Canada Recovery Care-
giving Benefit (CRCB) and the Canada Recovery Sickness Benefit (CRSB). These benefits were available
to workers who couldn’t work for 50 percent of their regular workweek due to illness and caregiving
obligations or because of a requirement to self-isolate. They were available to employees and self-
employed workers, did not include a waiting period and provided a flat weekly benefit of $500 a week.

Atthe end of 2021, the federal government passed legislation that extended the CRCB and the CRSB
until May 2022 and increased the maximum duration of benefits (Canada 2021c).
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However, there was no consensus on this point, and some participants pointed out
that removing the benefits from El would give rise to jurisdictional disputes. Although
under the Constitution employment insurance is a federal responsibility, removing
special benefits from El could result in challenges regarding whether these benefits
fall under federal or provincial and territorial jurisdiction.

Previous research published by the IRPP concluded that many of the limitations of El
special benefits are a consequence of tying access to these benefits to an employ-
ment insurance system that was never meant to cover all workers (Robson 2017).

Participants generally agreed

“We have this under_coverage that special benefits are not
. . . broadly accessible to those
proble:m in special benefits, and [the """ “ " " ost. that
benefits] really seem to reward those  conefit levels are too low

who actually have more resources.” and that the regulations gov-
erning them are too complex.

Jennifer Robson noted that
take-up of special benefits rises with income. For example, more than 80 percent of re-
cent parents who earn more than $60,000 per year qualified for maternity and parent-
al benefits in 2019, compared with 50 percent of those who earned less than $20,000
(see figure 3). Higher income earners are also more likely to receive an employer-paid
top-up for maternity and parental benefits. “We have this under-coverage problem
in special benefits, and [the benefits] really seem to reward those who actually have
more resources,” she said.

Figure 3. Percentage of parents receiving maternity and parental benefits, by
income
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According to Robson, there are more than 200 rules that stipulate how various El regu-
lar and special benefits can be combined, most of which apply to combinations of
special benefits. This puts some claimants at a disadvantage. For example, regular
and special benefits are normally capped at 50 weeks, but eligibility is based on hours
worked during the 52-week period prior to a claim. If a woman who has received
maternity or paternal benefits is laid off shortly before or after returning to work, she
would be ineligible for regular benefits because she would not have worked sufficient
hours during the previous 52 weeks.

Robson also argued that accessing some special benefits imposes administrative
hurdles on claimants at a time when they are least able to cope with them, as they
are dealing with illness or caring for a critically ill family member. She recommended
easing some requirements so that claimants can access benefits more promptly and
provide required medical notes and other documentation later.

5.1 Special benefits and self-employed workers

Since 2010, self-employed workers have been able to opt in to special-benefit pro-
grams, but they must earn a minimum of $7,555 a year (this was temporarily lowered
to $5,289 during the pandemic) and pay premiums for one year before they can make
a claim. Take-up for the program is low; as of February 2021, only 25,000 workers (less
than 0.1 percent of eligible workers) had opted in to the program (Canada 2021d;
Robson 2021). Participants were generally in favour of finding ways of extending
coverage for the self-employed.

As an alternative, Miles Corak proposed establishing individual special-benefit ac-
counts that would be funded by individual contributions and topped up from general
government revenues. Individuals would be able to draw down on these accounts to
cover sickness and caregiving leaves (but not maternity and parental benefits). At the
end of one's working life, the unused portion could be transferred to a Tax-Free Sav-
ings Account or a Registered Retirement Savings Plan (Corak 2021).

6. TRAINING AND OTHER PROVISIONS TO SUPPORT A RETURN TO
WORK

El also aims to help unemployed persons maintain their attachment to the labour mar-
ket, transition to permanent work and access retraining or reskilling programs for new
occupations. It does this through the Working-While-on-Claim (WWC) provisions and
by funding training programs and employment services. These services are delivered
by the federal government and by provinces and territories through Labour Market De-
velopment Agreements and the Indigenous Skills and Employment Training program.

WWC provisions allow El claimants to take part-time or casual work and keep a portion
of their El benefits. Their objectives are to prevent workers who have lost their jobs
from being unemployed for prolonged periods, to help them maintain their skills and
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network of workforce contacts, and to encourage them to demonstrate their commit-
ment to work to prospective employers (Busby, Lluis and McCall 2021). Claimants can
keep 50 cents of El benefits for every dollar they earn, up to 90 percent of their insur-
able earnings, before El benefits are deducted.

Stéphanie Lluis, economics professor at the University of Waterloo, told the group
that about half of El claimants use the WWC provisions, and that many of those who
do are repeat users and seasonal workers. She presented research recently pub-
lished by the IRPP that calls for further investigation of the effect of WWC provisions
on nonrepeat claimants, and for adjustments to the WWC provisions to encourage
more claimants to take up part-time jobs or to work longer hours in those jobs. Her
coauthored study also recommended temporarily making WWC provisions more
generous during recessions when part-time jobs are more readily available (Busby,
Lluis and McCall 2021).

El also provides funding for employment support measures, such as job search and
career counselling services, and for employer-sponsored training programs that allow
claimants to receive benefits while they train.

Although these benefits and measures are not included in the federal government’s
review of El, several participants argued that they should be. Garima Talwar Kapoor,
director of policy and research at the Maytree Foundation, stressed the need for a
review to identify which service-delivery models work best, noting that the provinces
and territories use a variety of ways to deliver training and employment services, in-
cluding devolving responsibility to local and private providers, and that greater mon-
itoring and evaluation are warranted.

Pierre Tircher, a doctoral candidate in industrial relations at Université de Montréal,
noted that these types of measures were at one time funded by the federal government
from general government revenues, and he argued in favour of returning to that ap-
proach. “Insurance [premiums] shouldn't pay for anything other than social risk,” he said.

7. EI FUNDING: PAST, PRESENT AND FUTURE OPTIONS

When El was first established, the federal government was responsible for covering all
administrative costs, plus an amount equal to 20 percent of employee and employer
contributions. This changed in 1971 when the government reduced its funding obli-
gations to cover only benefits paid to self-employed fishers, as well as cost increases
associated with benefit extensions that kick in during periods when the national un-
employment rate exceeds 4 percent. In 1990, the program became entirely self-fund-
ing — employers and employees became the sole contributors.

To this day, El premiums are set according to the advice of the chief actuary at a level
that ensures that total revenues and expenses balance over a seven-year period. El
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revenues for the 2020 fiscal year were $22.7 billion and expenses were $23.7 billion,
leaving a net deficit of $1 billion (Canada 2021b).

Working group participants acknowledged that many of the changes they proposed
would entail higher program costs. Among participants’ suggestions for how these
measures could be funded, some supported increasing the MIE to bring more contri-
butions into the program, while others called for restoring federal government contri-
butions. Rhys Kesselman pointed out that, by moving to a self-funding program, the
tax burden for funding El shifted away from the federal government’s general revenue
base (consisting of a mix of corporate, personal and goods and service taxes) toward
exclusive reliance on payroll taxes, making it more regressive. Although participants
made various arguments for reintroducing a federal contribution to El over the course
of the discussions, they did not reach any conclusions. There was some agreement,
however, on the need to ensure that the sources of program funding are well-suited to
the policy objectives being pursued.

The idea of revisiting the idea of experience-rated El premiums was also raised — that
is, charging higher premium rates to employers or employees in those industries
or sectors where El claims were more frequent. Kesselman suggested the govern-
ment's El review should include careful consideration of experience-rating for em-
ployer premiums. He cited his earlier in-depth analysis that challenged most of the
arguments against the adoption of experience-rating (Kesselman 1983). However,
other participants expressed the view that, given the current labour market context,
experience-rating did not warrant being among the top priorities for El reform.

7.1 Effects of proposed El reforms

Under the current rules, any additional program costs due to changes in eligibility,
benefit duration and generosity rules must be funded through an increase in pre-
miums. Employees (outside Quebec?) currently pay $1.58 per $100 of insurable earn-
ings, and employers pay 1.4 times that amount, or $2.21. According to the El chief
actuary, to cover increased program costs incurred during the pandemic, employee
premiums will have to rise to $1.81 per $100 over the coming years, an additional 23
cents on each $100 earned ($2.53 for employers) (Office of the Chief Actuary 2021).
The research team at IRPP reproduced the El premium rate-setting formula to estimate
the potential costs of some of the proposals put forward by the working group and
how these would impact the premiums that workers and employers pay.

Using El coverage survey results reported by Employment and Social Development
Canada, we made a few simplifying assumptions regarding the effects of some propos-
als regarding El eligibility to determine the effect of changes to entrance requirements

¢ Premiums for El regular benefits are lower for employees in Quebec because the province opted out of the
federal maternity/parental special benefits plan and instead charges separate premiums for its provincial
maternity/parental insurance plan.
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Figure 4. Impact of proposed eligibility changes on El coverage

Including the self-employed,
those who resigned, and a 360-hour
uniform entrance requirement

63.6

Including those with invalid
separation (resignations)

Including the self-employed

360-hour uniform
entrance requirement

420-hour uniform
entrance requirement

Pre-COVID rules

| I | | I I I I |
0 10 20 30 40 50 60 70 80

Percentage of unemployed Canadians who receive El

Source: Authors’ calculations using data from Canada Employment Insurance Commission (Canada
2021b).

on the number of unemployed Canadians who receive El.” Figure 4 shows how moving
to uniform 420- and 360-hours-worked requirements, giving coverage to all self-em-
ployed workers and including those who quit their jobs would affect El coverage.

We were then able to estimate the additional program costs involved by multiplying
the number of additional El beneficiaries per year under the proposed lower entrance
requirements by the average weekly benefit. We used these program cost projec-
tions to determine the additional revenues needed to balance the El account over a
seven-year period. We then used the El chief actuary's estimates of future aggregate
employment earnings as the basis for calculating the required change in employee El
premium rates (see table 3).

The results are perhaps most easily conveyed if we examine a hypothetical case. Con-
sider the case of Melissa, who works full-time as a grocery store manager. Her weekly
earnings at the store are $1,160 a week (rounded: $60,300 annually). Table 3 shows
the effect of six proposals on the El premiums Melissa would be required to pay under
existing El premium rate-setting rules (employers would pay 1.4 times this amount).

Our results show that easing eligibility rules under scenario 1 (uniform 420 hours worked
to qualify), scenario 2 (360 hours worked to qualify) and scenario 3 (allowing job quitters

7 Of the total number of unemployed individuals in 2019, 38.5 percent did not pay El premiums in the
previous year, 14.2 percent had quit their jobs, 8.3 percent had worked insufficient hours, and 6 percent
were self-employed (Canada 2021b). For our estimates, we assumed that self-employed workers and those
who quit their jobs (including those who quit to go to school) would have similar hours worked to other
claimants, and would therefore have similar coverage rates. We also assumed that, of the 8.3 percent of
unemployed workers in 2019 (or roughly 90,500) who did not qualify due to insufficient hours worked, 30
to 50 percent (27,150 to 45,250) would qualify under a uniform 420-hours-worked requirement and 40 to
60 percent (36,200 to 54,300) would qualify under a uniform 360-hours-worked requirement.
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Table 3. Effect of proposals on employee premiums under current funding rules
(excluding Quebec)

Change in El

Additional costs contributions/ Additional costs to
Scenario over 7 years $100 earned Melissa/year

End of premium freeze NA + 23 cents +$139

Based on 7-year forecast break-even premium rate 2022 (1.81%)

fecgglj;'gﬁ;nfs”e”;‘jtﬂze(’)‘tggﬁfsﬁ +$6.2Bt0 $10.3B +4107 cents +$26 to $44
Scenario 2 Uniform entrance, 38381081258  +6t09 cents +$3510 553
Scenario 3: Allow those who quit

their jobs to qualify for EF + $47.8B + 34 cents +$203
Scenario 4: Increase replacement

rate to 67% of insurable income* +$29.38 + 21 cents +$124
e eeese e ~$12.8Bto-$20.78 - 8to - 13 cents - $47 to - $75
S e ~$169Bt0 - $3458 - 10to-20cents - $57to-$118
Source: Authors' calculations based on Canada Employment Insurance Commission data (Canada 2021b); Office of
the Chief Actuary (2021).

Notes:

' Assuming 27,150 to 45,250 of the 90,500 workers ineligible due to insufficient hours would qualify.

2 Assuming 36,200 to 54,300 of the 90,500 workers ineligible due to insufficient hours would qualify.

3 Assuming a three-week wait period (disentitlement) before receiving benefits.

4 Assuming the replacement rate applies to all El benefits, not just regular benefits.

5> Assuming that contributors with annual earnings between $60,300 and $83,500 would make up 10 to 20 percent
of all regular benefits paid under a $83,500 MIE, with average annual earnings of $71,900.

¢ Assuming that contributors with annual earnings between $60,300 and $100,000 would make up 15 to 30 percent
of all regular benefits paid under a $100,000 MIE, with average annual earnings of $80,150.

to qualify) would result in higher premiums for Melissa. Under scenario 4, Melissa’s con-
tributions would be higher, but so would her benefits should she be eligible for them. In
contrast, increasing the MIE under scenarios 5 and 6 would reduce her premiums due to
the larger contribution pool and have no relevant effect on her eligibility or her benefits
because her salary does not exceed the current MIE ($60,300). It is worth noting that
those with earnings above the current MIE would see an increase in their yearly El contri-
butions and the benefit amounts they would receive when eligible.

In scenarios 5 and 6, we estimate the effect of increases to the MIE on premium rates.
These scenarios must take into account the following: (1) that raising it would increase
average weekly El benefit amounts, as claimants with earnings above the MIE would
qualify for more generous benefits; and (2) that workers with higher earnings are, in
general, less likely to make an El claim than those with lower earnings.®

8 Based roughly on the 2019 earnings distributions in Canada, scenario 5 assumes that contributors with annual
earnings between $60,300 and $83,500 would make up 10 to 20 percent of all regular benefits paid under an
MIE of $83,500, with average annual earings of $71,900. For scenario 6, we assumed that contributors with
annual earnings between $60,300 and $100,000 would make up 15 to 30 percent of all regular benefits paid
under an MIE of $100,000, with average annual earnings of $80,150. To test the accuracy of our calculations, we
verified our results against the sensitivity analysis outlined in the 2022 EIl Premium Rate Actuarial Report (Office of
the Chief Actuary 2021). We also accounted for the projected additional costs from the COVID-19 response.
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8. CONCLUSION

Over the course of the two-day workshop, participants described the current El system
as too complex, inadequate, and suffering from glaring coverage gaps and regional
inequities that have made itincreasingly ineffective. Overall, they agreed that changes
to the system are long overdue. This was brought home by the federal government'’s
response to the economic fallout from the pandemic over the past two years, as vari-
ous contingency measures were introduced to accelerate claims and benefit delivery,
fill the gaps in support and create new programs to cover unemployed Canadians
who didn't qualify for El benefits.

An overarching theme of the discussion was that El's shortcomings would be exacer-
bated in coming years, even after the pandemic ends, due to the labour market im-
pacts of technological change, population aging and the transition to a low-carbon
economy. At the same time, the presence of a significant pool of self-employed work-
ers and a continuing shift to more short-duration, contract and temporary jobs means
that a large segment of the Canadian workforce could still be excluded from basic
income and social supports.

Participants agreed that the time had come to re-evaluate El's purpose, to revise and
update it to meet the needs of today’s labour market and to make it more respon-
sive to economic shocks. They argued that it should be made more accessible, more
generous and less complex. A
notable concern was that the

“Future El reforms should aim to program has become overly
strike a better balance between restrictive, leaving key groups

h . . h . of unemployed Canadians
the permissive program that was in without basic social protec-

place until the early 1990s and the tions. Participants generally
restrictive one we have today.” agreed on the need to ease
eligibility requirements, or at
least make them more equit-
able forworkers, regardless of
where they live. They discussed the potential and rationale for increasing the earnings
replacement rate and the maximum yearly insurable earnings, as well as extending the
duration of benefits, although they differed on what the exact parameters should be.

Pierre Fortin, professor emeritus of economics at Université du Québec a Montréal,
perhaps summarized it best when he said, “Future El reforms should aim to strike
a better balance between the permissive program that was in place until the early
1990s and the restrictive one we have today.” At the same time, all participants ac-
knowledged that some of the reforms that they proposed would entail higher costs
and design challenges and could require changes to the way the program is funded.
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APPENDIX A: AGENDA OF EI REFORM WORKING GROUP

December 14
9:15am - 9:20 am

Opening Remarks (Jennifer Ditchburn, President and CEQO, IRPP)

Session #1:
9:20 am - 10:45 am

Eligibility for El regular benefits (lead presenter: Kevin Milligan)

e Where/who/when/how are the big gaps?

e Self-employed and “gig” workers: integrated El access, income
insurance through other means, or is this a labour and tax law issue?

e Seasonal employers and workers: regional and sectoral dimensions
to reforms

10:45am-11:00 am

Break

Session #2:
11:00am -12:15 am

Benefit rates and benefit duration (lead presenter: Armine Yalnizyan)
e |s there merit to revising the replacement rate, the MIE, and benefit
“floors” such as the Family Income Supplement?

12:15am - 1:00 pm

Lunch break

Session #3:
1:00 pm - 2:15 pm

Regular benefits’ automatic stabilizer role (lead presenter: Miles Corak)

e Can it be made more responsive to real-time economic shocks?

e System complexity and responsiveness: Can the El system be

simplified for workers and administrators?

e El financing mechanism: Should the current funding approach be
reconsidered?

December 15
Session #4:
10:00 am - 11:15 am

El special benefits (lead presenter: Jennifer Robson)

¢ What are the shortcomings with maternity/parental and sickness
benefits, as well as the longer list of other special benefits

(i.e. caregiving, compassionate care)?

1115am-11:30 am

Break

Session #5:
11:30 am - 12:45 am

El Part Il: Employment benefits and support measures (lead present-
ers: Stéphanie Lluis and Natalia Mishagina)

e Stéphanie Lluis: Can working while on claim provisions be improved?
* Natalia Mishagina: Where are we at in terms of skills development
programs for unemployed Canadians?
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APPENDIX B: LIST OF PARTICIPANTS

Keith Banting is professor emeritus in the department of political studies and the
Stauffer Dunning Fellow in the School of Policy Studies at Queen’s University.

Miles Corak is professor of economics at the Graduate Center of the City University
of New York. He was previously economist in residence at Employment and Social
Development Canada.

Pierre Fortin is professor emeritus of economics at Université du Québec a Montréal,
fellow at the Royal Society of Canada and the C.D. Howe Institute, and past president
of the Canadian Economics Association.

David Gray is professor of economics at the University of Ottawa. He has worked as a
consultant on program evaluation and employment policy for Employment and Social
Development Canada.

Garima Talwar Kapoor is the director of policy and research at the Maytree Founda-
tion, where she leads policy research and analysis work on income security, housing,
and economic and social rights.

Rhys Kesselman is professor emeritus at the Simon Fraser University School of Public
Policy. His research expertise is in taxation and social policy.

Stéphanie Lluis is professor of economics at the University of Waterloo. Her areas of
specialization are labour and personnel economics.

Kevin Milligan is economics professor in the Vancouver School of Economics at the Uni-
versity of British Columbia. His research spans the fields of public and labour economics.

Laurell Ritchie is co-chair of the interprovincial Employment Insurance working group
and a member of the Good Jobs for All Coalition.

Jennifer Robson is associate professor in the Riddell Graduate Program in Political
Management at Carleton University. Previously she has worked in the voluntary sector
and in the public service.

Pierre Tircher is a doctoral candidate in industrial relations at Université de Montréal
and a researcher at the Institut de recherche et d'information socioéconomiques.

Armine Yalnizyan is the Atkinson Fellow on the Future of Workers. Previously she has
served as senior economic policy adviser to the deputy minister of Employment and
Social Development Canada.
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