Federalism,

Democracy and
Labour Market
Policy in Canada




Canadian Cataloguing in Publication Data
Main entry under title:
Federalism, democracy and labour market policy in Canada

(Social union series})
Inctudes bibliographical references.
ISBN 0-88911-845-0 (set) ISBN 0-88911-849-3

1. Manpower policy ~ Canada. 2, Federal-provincial relations — Canada.* I. McIntosh, Thomas A.
(Thomas AHen), 1964- . II. Queen’s University (Kingston, Ont.). Institute of Intergovernmental
Relations. III. Queen’s University (Kingston, Ont.). School of Policy Studies. IV. Series.

HD5728.F382 2000 331.12°042°0971  C00-932645-6

The Institate of Intergovernmental Relations

The Institute is the only organization in Canada whose mandate is solely to promote research and
communication on the challenges facing the federal system.

Current research interests include fiscal federalism, the social union, the reform of federal politi-
cal institutions and the machinery of federal-provincial relations, Canadian federatism and the global
economy, and comparative federalism.

The Institute pursues these cbjectives through research conducted by its own staff and other scholars,
through its publication program, and through seminars and conferences.

The Institute links academics and practitioners of federalism in federal and provincial govern-
ments and the private sector.

The Institute of Intergovernmental Relations receives ongoing financial support from the JA.
Corry Memorial Endowment Fund, the Royal Bank of Canada Endowment Fund, Power Corporation,
the Government of Canada, and the Government of Ontario. We are grateful for this support which
enables the Institute to sustain its extensive program of research, publication, and related activities.

L’Institut des relations intergouvernementales

L’Institut est le seul organisme canadien A se consacrer exclusivement 2 la recherche et aux échanges
sur les questions du fédéralisme,

Les priorités de recherche de I'Institut portent présentement sur le fédératisme fiscal, 1’union
sociale, la modification éventuelle des institntions politiques fédérales, les nouveaux mécanismes
de relations fédérales-provinciales, le fédéralisme canadien au regard de I'économie mondiale et le
fédéralisme comparatif.

L’Institut réalise ses objectifs par le biais de recherches effectuées par son pcrsonnc[ et par des
universitaires de 1"Université Queen’s et d'ailleurs, de méme que par des conférences et des colloques.

L'Institut sert de lien entre les universitaires, les fonctionnaires fédéraux et provinciaux et le
sectenr privé.

L’institut des relations intergouvernementales regoit I’appui financier du J.A. Corry Memorial
Endowment Fund, de la Fondation de la Banque Royale dn Canada, de Power Corporation, du
gouvernement du Canada et du gouvemement de 1'Ontario. Nous les remercions de cet appui qui
permet & I'Institut de poursuivre son vaste programme de recherche et de publication ainsi que ses
activités connexes.

© Copyright 2000




Federalism,
Democracy and
Labour Market
Policy in Canada

EDITED BY TOM M<INTOSH

Published for the School of Policy Studies, Queen's University
by McGill-Queen's University Press
Montreal & Kingston « London ¢ Tthaca




CONTENTS

Introduction to Series
Acknowledgements
_ Contributors

Governing Labour Market Policy: Canadian Federalism,
the Social Union and a Changing Economy
Tom Mcintosh

The Political and Institutional Landscape of Canada Labour
Market Policy-Making
Rodney Haddow

Dis-Covered: EI, Social Assistance and the Growing Gap in
Income Support for Unemployed Canadians
Tom McIntosh and Gerard W. Boychuk

The Federal-Provincial Labour Market Development Agreements:

Brave New Model of Collaboration?
Thomas R. Klassen

Youth and the Social Union: Intergovernmental Relations,
Youth Unemployment and School-to-Work Transitions
Stephen McBride and Peter Stoyko '

vii

X

i

29

65

159

205




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
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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.*
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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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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
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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.
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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
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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.
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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
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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



Dis-Cavered: EL Social Assistance and the Growing Gap in Income Support 117

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 both a considerable increase in employable recipients (+30
percent) that occurred concomitantly with an increase in the number of single
persons receiving assistance (+35 percent). It is hard to overlook the likely
connection between these two changes. The evidence elsewhere is much less
clear. Recipients within particular categories might well be more employable
than they were in the earlier period and changes in the Ievel of employability
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TABLE B-2
Provincial Caseload by Family Type, 1985-1992

Single Single Conple Couple
Parent ' +child

1985 1992 1997 1985 1992 1997* 1985 1992 1997* 1985 1992 1997*

¥ % % % % % hoo% % % %

Nild. 464 453 48 199251 22 77 88 10 260 208 19
PEI 506 50.8 53 272 318 29 - 41 4.6 5 182 142 13
NS§** n/a 443 39 n/a 381 52 n/a 5.1 3 n/a 123 6
NB 425 512 47 336 317 31 53 5.8 8 186 113 14
Que. 64.0 652 64 200 201 21 57 55 6 104 91 10
Ont.*** 555 512 47 300333 35 n/a n/a 5 B/a n/a 13
Man.** n/a n/a 46 n/a n/a 48 n/a n/a 3 nfa n/a 3
Sask.**** 539 563 54 n/a 281 31 nfa 42 4 n/a 113 11
Alta***** 343 466 44 n/a n/a 39 n/a n/a 5 n/a n/a 12
BC 59.7 640 63 254 249 25 42 40 4 108 70 7
Notes:

*Data for 1997 from National Council of Welfare, Prafiles of Welfare: Myths and Realities
(Ottawa: Minister of Public Works and Government Services, 1998), p. 12. '
**Data do not include municipal benefits.

***Data for Ontario do not distinguish couples without dependants from two-parent families.
****Data for Saskatchewan (1985) only distinguish between singles and families.
*****Data for Alberta only distinguish between single individuals and families.

Source: National Health and Welfare, Inventory of Insome Security Programs in Canadn
{Ottawa: Supply and Services Canada, 1995).

of recipients may be more than an artifact of changing definitions of employ-
ability. However, changes in the number of employable social assistance
recipients are not the result of changes in the proportions of the caseloads
comprised of various family types which are generally assumed to exhibit dif-
fering levels of employability as is suggested by Barrett eral,
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APPENDIX C
SOCIAL ASSISTANCE BENEFICIARIES AS A PROPORTION OF THE
UNEMPLOYED

Wong’s data reveal wide variation in the extent to which residents of the vari-
ous provinces are represented among those receiving social assistance in
comparison to their representation in the total sample of all people experienc-
ing job separations. Newfoundland, Nova Scotia, New Brunswick, and Quebec
are notably underrepresented in the sample receiving social assistance. Con-
versely, Prince Edward Island, Ontario, and British Columbia are strongly
overrepresented. With the exception of Manitoba and Prince Edward Island,'*
the receipt of social assistance by those experiencing job separation is lower in
Quebec and the Atlantic provinces than in Ontario and the western provinces.
These differences are suggestive of at least two possibilities: (i) significant
differences in the provision of social assistance to the unemployed across prov-
inces, and (ii) significant provincial/regional variation in the provision of other
programs of income support to the unemployed — primarily UI/EL

TABLE C-1
Ratio of Provincial Proportion of Job Separations Using Social Assistance (within
five months) to Provincial Proportion of all Job Separations, 1993

Proportion of all Proportion of Job Separations Ratio

Job Sepavations Recerving Soctal Asvistance
% %
Nild. 2.2 L0 0.45
PEI 0.6 0.8 . 1.33
NS 34 25 0.74
NB 3.4 1.9 Q.56
Que. . 25.8 125 0.48
Ont. ' 359 46.9 1.31
Man. 2.9 24 0.83
Sask. 2.5 2.5 1.00
Alta. 9.5 9.6 1.01

BC - 12.0 17.3 144

Source: Ging Wong, Job Separation and the Passage to Unemployment and Welfare Benefits
{Ottawa: Insurance Programs Directorate, Evaluation Branch, Strategic Policy, Human
Resources Development Canada, 1994). :
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APPENDIX D
SOCIAL ASSISTANCE ASSET EXEMPTIONS IN THE PROVINCES

Asset exemptions are crucial in determining the availability of social assist-
ance as a mechanism of income support to the unemployed. They are a critical
component in determining whether unemployed persons are in need and thus
eligible for assistance. Lowering asset exemptions will result in a lower pro-
portion of the unemployed being eligible for social assistance benefits. Over
the course of the 1990s, several provinces have made significant changes to
their asset exemption policies that have served to further restrict the level of
allowable assets and make soctal assistance less available as income support
for the unemployed.

Under CAP, the federal government specified guidelines in 1980 as to
the maximum ievels of liquid assets that social assistance recipients could hold
in order for provincial social assistance programs to qualify for cost-sharing
as providing assistance to people deemed to be “in need.” These limits were to
ensure that provinces would not use cost-shared social assistance programs as
more generalized programs of income supplementation or income support to
the unemployed for people other than for those having exhausted their own
private means. In 1980, these federally stipulated limits were $2,500 for a sin-
gle non-disabled person and $5,000 for a person with one dependant (either
spouse or child) plus $500 for every additional dependant.' Although these
limits have never been increased, in 1998 dollars, the 1980 limits would amount
to $5,175 and $10,350 respectively. These are considerable amounts. It would
be quite unimaginable in thé current political context for provinces to allow a
single parent to qualify for social assistance while holding the equivalent of
$10,000 in cash or liquid assets. As it turned out, these federal limits were
unnecessary. In the 1990s, British Columbia was the only province to set liquid
asset exemptions at the federally stipulated maximum and then only for a brief
period (1992-95). Rather, in most provinces, liquid asset exemptions were set
far below this limit to ensure that social assistance would not be used as a
program of income support by those who found themselves temporarily unem-
ployed, although there are significant differences among provinces

The correlation between family asset exemptions and the proportion of
job separations that result in receipt of social assistance in each province ranges
from moderate to strong.'* Certainly, high levels of asset exemptions appear
as a plausible explanation of high rates of social assistance receipt by those
experiencing job separation in British Columbia and Ontario. (See Table C-1.)
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TABLE D-1
Liquid Asset Exemptions for Employable Applicants, by Province, 1990-1996

Single Conple,
' 2 Children
1990 1993 1996 1990 1993 1996
b b $ $ $ 3
. Nfld. 40 40 40 100 10 100
PEI* 50 50 50 50 50 50
N§** ¢ 0 0 0 0 0
NB 500 500 1,000 1,000 1,000 2,000
Que. 1,500 1,500 689 ++ 2,794 2,794 1,316%**
Ot **** 130-260  153-306  106-212  1,379-4,137 1572-4715 1220-3,660
Man.** 0 0 t Y 0 0
Sask. 1,500 1,500 1,500 4,000 4,000 4,000
Alpg *#*** 1,500 1,500 1,500 2,500 2,500 2,500
BC 160 2,500 500 1,500 6,000 6,000

Notes:

*Asser exemptions are higher ($200 for a single individual and up to $2,400 for a family
depending on size) after four months of social assistance receipt.

**1 iquid assets are municipally determined but are “generally required to be expended.” In
Winnipeg, accounting for 90 percent of municipal (employable) caseload in Manitoba, no
liquid assets are allowed in order for applicants to qualify for assistance; however, after
qualifying, recipients may have liquid assets up to $400 for an individual and up to $2,000
for a family.

***These are the liquid asset limits required for eligiblity for assistance; however, remaining
assets below this limit are deducted dollar for dollar from the first month’s cheque. Thus,
after the first month of assistance, liquid assets are expected to be exhausted.

****Asset exemptions for employables are municipally-determined. The National Council
of Welfare reports they usually range in value from one to three weeks of assistance benefits

for single employables to one to three months of assistance benefits for families. These are
. the dollar figures presented here.

**x**x*Oply part of this may be held in cash ($50 for single persons and $25¢ for families).
The remainder ($1,450 and $2,250 respectively) may be held in other non-cash liquid assets.

Source: National Council of Welfare, Welfare Incomes { Ottawa: Supply and Services Canada,

- various years).
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Conversely, there are notable exceptions such as Quebec, which has high asset
exemptions but a very low level of social assistance receipt by those experi-
encing job separation, While asset exemptions are certainly not the only factor
determining the extent to which social assistance may act as a mechanism of
income support for the unemployed, they are undoubtedly a significant factor
in conditioning this relationship.

In the 1990s, there have only been limited examples of provinces in-
creasing liquid asset exemptions.'”” Rather, the dominant trend has been toward
reducing liquid asset exemptions.'*® Since 1995, the three most populous Ca-
" nadian provinces have significantly reduced liquid asset exemptions. Even in
those provinces where limits remain unchanged, liquid asset exemptions are
only 85 percent of their 1990 levels in real terms. The combined effect of ex-
plicit reductions as well as the erosion of the real value of exemptions due to
inflation is to reinforce the targeting of social assistance to the needy as de-
fined by means-testing — a crucial distinction between social assistance and
income support for the unemployed. '
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APPENDIX E
INCOME-TESTED BENEFITS IN THE PROVINCES

Table E-1 compares the proportion of income-tested benefits in each province
as a proportion of the implicit social assistance benefits for the first child (or
the amount a single parent receives in social assistance minus the benefits they
would receive as a single employable). As of 1996, only Quebec offered an
income-tested child benefit outside the federal Child Tax Benefit, although
this was a relatively meager benefit. After 1998, four provinces offered pro-
vincial income-tested benefits. In these provinces, income-tested benefits ranged
from about one-third of the implicit social assistance benefit for the first child

- in Nova Scotia (which only provides a meager income-tested benefit) to be-
tween 40-45 percent of the implicit social assistance benefit in Quebec, British
Columbia, and Saskatchewan. In none of these provinces have these changes
resulted in social assistance recipient families receiving less assistance. How-
ever, it is worthwhile to note that while all three provinces claim to have removed
children from the welfare rolls, they have done so by providing an income-
tested benefit that is less than half the implicit social assistance benefits they
previously provided. Families with children may be less dependent on needs-
tested benefits than they were before these programs, but by no means is it
accurate to state that income-tested benefits available to all low-income per-
sons have replaced social assistance benefits for children.
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TABLE E-1
Income-Tested Benefits (federal and provincial combined, 1998) as a Proportion
of Implicit Social Assistance Benefits for the First Child, 1996**

Province Income-Tested % of Implicit Income-Tested % of Implicit
Benefies, $per  Socinl Assistance Benefirs, Social Assistance
Annum, 1996 Benefits (first 3 per Annum, Benzfits (first
child), 1996 after Aug. 1998 child), Anyr. 1998
§ % § %
Nfld. 1,020* 10.4* 1,625* 16.6*
PEI 1,020 17.0* 1,625* 27.0*
NS - 1,020+ 18.0* 1,875 331
NB 1,020* 13.7* 1,625* 218*
Que. (Single
Parent Family)*** 1,258 19.2 3,900 59.6
Que. (Two-
Parent Family)*** 1,258 19.2 . 2,600 39.8
Ont. 1,020* 16.0* 1,625* 255*
Mair. 1,020* 19.9* 1,625* 31.8*
Sask. : 1,020* 18.0* 2,520 447
Alta. 1,020* 18.6* 1,625* 29.6*
BC 1,020+ 149+ 2,861 419
Notes:

*No income-tested benefit other than the federal Child Tax Benefit/Canada Child Tax
Benefit.

**Implicit fist child social assistance benefits are calculated as the difference between
benefits for a single employable person and a single person with one child.

***Gingle parent families in Quebec receive an income-tested family allowance suppicment
of $1,300 per annum.

Source: National Council of Welfare, Welfizre Incomes 1996 and various provincial sources
for income-tested child benefits, 1998.
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APPENDIX F
THE NATIONAL CHILD BENEFIT

Creating work incentives through the extension of benefits to the working
poor is the model that underpins the National Child Benefit. The National Child
Benefit is not so much a departure from existing social policy practice as it is
a departure from existing modes of federal-provincial interaction in social
policy. The National Child Benefit simply enriched the existing Child Tax
Benefit by roughly 60 percent for the first child to $1,625 annually from the
current benefit of $1,020." The existing Child Tax Benefit emerged out of a
long process of changes to the Family Allowance program which began in 1978.
These enriched benefits will entail an increase of $1.7 billion doliars over sev-
eral years."® While entailing increased expenditures, in and of itself, the
enriched federal benefit does not mark a significant departure from the exist-
ing federal approach to providing benefits for low-income children.

However, it may well be that this initiative is “perhaps the most impor-
tant new national initiative in social policy in decades.””' The significant new
element is the level of coordination among the federal and provincial govern-
ments. The National Child Benefit package was designed by the federal/
provincial/territorial ministers responsible for social services and will be co-
ordinated by the Council on Social Policy Renewal.

Under this agreement, the federal and provincial governments “have
agreed on three objectives for the National Child Benefit:

* to help prevent and reduce the depth of child poverty;

* to promote attachment to the workforce — resulting in fewer families
having to rely on social assistance — by ensuring that families will ai-
ways be better off as a result of working; and

* to reduce overlap and duplication through closer harmonization of pro-
gram objectives and benefits through simplified administration.”*?

In pursuing these three broad objectives, the National Child Benefit
agreement entails three distinct but complementary components:

* the federal government will increase its benefits for low-income fami-
lies with children, enabling it to assume more financial responsibility
for providing basic income support for children;

* * corresponding with the increased federal benefit, provinces and territo-
ries will decrease social assistance payments for families with children,
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while ensuring these families receive at least the same level of overall
income support from governments;

« provinces and territories will reinvest these newly-available funds in
complementary programs targeted at improving work incentives, ben-
efits and services for low-income families with children.'

However, an examination of the reinvestment strategies allowed under
the agreement reveal that while there is a coordinated approach in that the
federal and provincial governments broadly agree that benefits should be di-
rected to children in need, there is latitude for a wide range of distinct
approaches - rather than a single coordinated approach — to how such bene-
fits should be structured and delivered and even to whom they should be
targeted. Provinces may adopt one or 2 mix of several approaches including:

«  income-support programs for low-income families with children and the
extension of in-kind benefits now available for children in social assist-
ance families such as health benefits to a broader range of low-income
families;

+ earned income supplements for low-income families with children; and/or

+ the improvement of child benefits to families receiving social assistance
and the provision of social services, such as child care, that support at-
tachment to the workforce.!*

These three options mark significantly distinct approaches to providing ben-
efits to families in need and are indeed based on fundamentally different
assumptions about the causes of poverty and the most appropriate measures
for alleviating it. In fact, many observers might disagree that enriching ben-
efits or services targeted to recipients on social assistance is even in keeping
with the broad aim of the National Child Benefit of “ensuring that families
will always be better off as a result of working.” While the federal component
of the plan is modelled on the first approach, provinces are allowed to adopt |
quite different reinvestment strategies under the National Child Benefit. The .
provinces have not, thus far, sacrificed their policy latitude in the approach
they may choose to adopt in reinvesting social assistance funds.

The agreement also ostensibly “will protect the overall benefit levels
for families receiving social assistance.”'* However, this aspect of the Na-
tional Child Benefit is much more symbolic than substantive. The provinces
have agreed that the decrease in social assistance benefits resulting from in-
creased federal benefits received by social assistance recipients “will not exceed
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the amount of the federal increase — the fotal benefit available to social assist-
ance families will remain at least the same.”'*® While provinces have agreed
not to use increases in the federal benefit as an opportunity to decrease social
assistance benefits by an amount greater than the increase, provinces simply
have not agreed in a general sense to maintain social assistance benefits at
their current levels. Any province at any time could undertake the types of cuts
to benefits undertaken in Alberta and Ontario and the National Child Benefit
agreement would not even be relevant to such provincial policy decisions much
less provide any protection against provinces adopting such an approach.

Despite the policy latitude outlined above, thus far, however, it appears
that the provinces are, in general, adopting an approach similar to that of the
federal government. For example, the Nova Scotia Child Benefit will extend
income-tested benefits to all low-income families at rates of up to $250 per
annum for the first child. Alberta has implemented the Alberta Child Health
Benefit which will “offer coverage of dental, optical, prescription drugs, and
emergency ambulance services for children in Jow-income families.”'¥ PEI’s
reinvestment strategy includes extending daycare subsidies as well as basic
coverage of prescription drugs for all low-income families. On a much more
limited scale, the Ontario Child Care Supplement for Working Parents will
provide up to $4.25 a day per child subsidy.'®

Perhaps as important as its implications regarding the prevailing approach
to providing income support to the needy, the National Child Benefit also signals
a particular direction in the development of federal-provincial relations: “with
Ottawa’s fiscal situation improving more rapidly than expected, there are indi-
cations that federal-provincial relations will be subject to a new set of dynamics,
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 defi-
nite trend toward highly visible and direct federal interventions.”'*
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APPENDIX G
STUDIES OF THE INTERACTION OF UI AND SOCIAL ASSISTANCE

There are at least two points at which social assistance and unemployment
insurance are directly interconnected and by which the structure of unempioy-
ment insurance has important impacts for social assistance programs. First,
eligibility and coverage provisions of Employment Insurance will determine
the extent to which those experiencing job separation are provided with in-
come support in the short term rather than having to secure alternative means
of subsistence —- one of which being social assistance. Second, these two sys-
tems are connected in terms of social assistance receipt by individuals who do
secure EI benefits but for whom insurance benefits are inadequate or for whom
such insurance benefits become exhausted. '

Social Assistance Receipt by the UI/EI Ineligible

Osberg and Phipps explicitly address the issue of the linkage between unem-
ployment insurance and social assistance in terms of social assistance receipt
by those not eligible for UI benefits. They conclude that the two programs are
closely linked and, for example, that “increasing the weeks required to estab-
lish eligibility for UI ... would simply shift income maintenance expenditures
from Ul to social assistance.”'*’ These are striking findings indeed! However,
they are based on a micro-simulation model which models social assistance
claims residually. That is, they automatically “assign individuals social assist-
ance if they are non-students, not in receipt of pension income, are either the
head or the spouse in the household, and without sufficient other means of
support for more than two weeks of any year.”'*!

There are a wide variety of reasons why a number of potential Ul recipi-
ents would not become social assistance recipients under the conditions
specified by Osberg and Phipps. First, applying for social assistance benefits
carries considerable social stigma and, although take-up rates vary significantly
by province, large numbers of people who are eligible for benefits do not ap-
ply. However, even of those who would wish to apply for social assistance, a
large number would not be eligible. For example, a crucial element in this
regard would be liquid asset restrictions. It is likely that many people experi-
encing job separation would not meet the stringent asset restrictions specified
(at varying levels) by all provinces after the two-week period specified by
Osberg and Phipps. Even people so unfortunate as to meet these requirements
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after a two-week period would likely still face considerable barriers to assist-
ance receipt — again, varying by province. For example, those not eligible for
El in Alberta, would have their first application denied as a matter of standard
operating procedure. They would not be eligible for benefits until after a sec-
ond application in which they could demonstrate that “he or she had taken
steps to exhaust other avenues, such as training programs and employment
searches.”'* The relationship between UI and social assistance programs is
not an automatic one with those not eligible for Ul simply shifting easily over
to social assistance benefits. The relationship between the two programs is
concrete, varies considerably by province, and is an empirical question.

Browning, Jones and Kuhn provide empirical evidence regarding this
point of connection between employment insurance and social assistance in
Canada.'?® They examine the changes to Ul made under Bill C-113 in 1993
which disentitled individuals who voluntarily quit their jobs without cause {ex-
cluding those going to alternative employment) or were dismissed. These
changes resulted in the Ul claim rate among voluntary quitters dropping from
25.9 to 17.7 percent — a decrease of 8.1 percent of all voluntary quitters.
Among the same group, receipt of social assistance benefits only increased
after the change from 13.2 to 15.1 percent or by 1.9 percent of all voluntary
quitters after the changes. Despite the fact that 8 percent of ail voluntary quit-
ters were disentitled as aresult of the 1993 changes, only an additional 2 percent

- of all voluntary quitters made social assistance claims,'*

Concurrent Use: Socigl Assistance and UI/EI

In addition to social assistance use by those ineligible for UL, another point of
connection is the concurrent use of both programs. In 1997, only 1percent of
social assistance cases in Canada were also in receipt of Employment Insur-
ance benefits.!*

Defining concurrent use somewhat more broadly, Barrett ef al. examine
the concurrent use of Ul and welfare in five provinces in the early 1990s: British
- Columbia, Alberta, New Brunswick, Newfoundland, and -Prince Edward
Island."® The most obvious caveat is that this examination draws conclusions
on the basis of only half the Canadian provinces — including the three small-
est Canadian provinces — comprising just over 25 percent of the Canadian
population. This caveat aside they conclude that “there is a large overlap in the
clientele of UT and social assistance.”'¥" Also, on the basis of a consideration
of Ul and social assistance receipt in British Columbia and New Brunswick
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over time, they conclude “we also find clear evidence of an upward trend over
the 1986-92 period in the extent to which the programs serve a common group
of recipients.”'*

Regarding the extent of overlap between the two programs in these five
provinces, the authors find that a “significant fraction” of UI beneficiaries re-
ceived welfare pending Ul benefits, concurrently with Ul benefits, or within

* one month of receiving Ul benefits,'*® The percentage of Ul recipients receiv-
ing social assistance ranges from 5 percent in New Brunswick and
Newfoundland to 14 percent in British Columbia.’® While significant, these
figures are far from striking and are likely to primarily reflect the practice of
providing social assistance benefits to those awaiting Ul claims — a practice
that appears to be increasingly less common in the late 1990s than it was in the late
1980s and early 1990s. From 1992 to 1997, the social assistance cases receiving
benefits for less than three months — the category that would include those re-
ceiving benefits pending UVEI benefits — dropped by 40 percent in Canada both
in terms of absolute numbers and as a proportion of the total caseload."!

TABLE G-1
Percent of Ul Recipients Receiving Social Assistance Benefits, Total, Concurrent
with UI Benefits, and One Month Following UI Benefits, 1992

Province UT Recipients Receiving Ul and Receiving Socinl

Receiving Social Assistance Assistance Following
Social Assistance Coneurrently UI Receipe
_ % % : %
British Columbia 15 | 14 1
New Brunswick 6 5 1
Newfoundland 7 5 2
PEI 10 ' 8 2
Alberta 13 11 2

Much more striking, the authors use a broader specification of dual usage
(receiving both social assistance and Ul in the same year) to examine the popu-
fation of individuals receiving welfare to examine their Ul usage. They find a
significant proportion of individuals receiving welfare also have Ul claims open
in the same calendar year — rangmg in 1990 from 34 percent in Alberta to 61
percent in Newfoundland.'* -
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TABLE G-2
Concurrent Usage, Percentage of Social Assistance Recipients Receiving
UT Benefits in Same Year, 1990

Lrovince Socil Assistance Recipients with Open UT Claims
%

British Columbia 46

New Brunswick 39

Newfoundland 6l

Prince Edward Island 45

Alberta 34

Unquestionably, these proportions appear significant; however, they are
extremely difficult to judge as absolute proportions. Barrett ef al, do not use a
weighted sample and it is likely that their random sample seriously
overrepresents short-term recipients.'® As short-term recipients have rates of
dual usage that are much higher than long-term recipients,'™ their sampling
technique has the concomitant effect of considerably overstating the number
of social assistance recipients with Ul claims in the previous year. Without
being based on a weighted sample, these numbers are virtually meaningless as
an absolute measure of U receipt by social assistance recipients. For example,
it is certain that at no time did 61percent of social assistance recipients in
Newfoundland also have Ul claims open in the same year!

These data, however, are helpful as relative indicators of trends both
across provinces and across time. Unfortunately, they are only available over a
significant length of time for two provinces: British Columbia and New Bruns-
wick. Viewed across provinces, there is striking variation in the usage of Ul by
social assistance recipients. For example, overlap between social assistance
and UI thus measured is almost double in Newfoundland relative to Alberta.

What is also extremely interesting are those cases in which there are
notable discrepancies between the proportion of Ul recipients receiving social
assistance and the proportion of social assistance recipients receiving UL For
example, Newfoundland has a very high proportion of social assistance recipi-
ents who receive Ul relative to the other provinces but is not notably different
from other provinces in terms of the extent to which UI recipients also claim
social assistance benefits — that is, they are not providing Ul-pending welfare
benefits at a much higher rate than other provinces. This asymmetry is
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suggestive of the possibility that this province was engaging in considerable
efforts at uploading social assistance recipients to Ul

The Barrett et al. figures on the proportion of UI recipients receiving
social assistance are likely to be a much more accurate indicator of the extent
of overlap between the two programs than their figures on Ul receipt by social
assistance recipients. The former suggest a much more limited extent of over-
lap than the latter. Both suggest that the relationship between these two systems
varies significantly across provinces.

Social Assistance Receipt by UI/EI Exhaustees

In regards to the second point of connection between employment insurance
and social assistance, Browning, Jones and Kuhn examine social assistance
receipt by Ul exhavstees — a subset of Ul claimants they define as being com-
prised of individuals exhausting their benefits between the period 40 to 60 weeks
after their job separation. Browning, Jones and Kuhn found that 11.2 percent of
these exhaustees were receiving social assistance as of the survey interview con-
ducted 60 weeks after the individual experienced the job separation.'®

FIGURE G-1
Social Assistance Receipt by UI Exhaustees by Province, 1993
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Source: M. Browning, 8. Jones and P. Kuhn, Studies of the Interaction of UI and Welfare
Using the COEP Dataset (Ottawa: Human Resources Development Canada, 1997), p. 20.



144 Tom McIntosh and Gerard W. Boychuk

The incidence of social assistance receipt by Ul exhaustees within 60
months of initial job separation varies widely by province. The proportions of
all exhaustees receiving social assistance benefits in Nova Scotia, Quebec, and
Ontario are roughly proportional to the percentage of all Ul exhaustees in these
provinces {see Figure G-1). Social assistance receipt by Ul exhaustees is dis-
proportionately low in Newfoundland and Saskatchewan, however, not nearly
as low as in New Brunswick, Manitoba, and Alberta. British Columbia stands
out alone as having a disproportionately high level of social assistance receipt -
by exhaustees.

Social Assistance and UI/EI Interaction over Time:
Increasing Interaction Between the Two Programs?

Regarding the increasing overlap between the two provinces, due to the limi-
tations of much of the provincial data, the evidence offered by Barrett ez al. is
derived from data for New Brunswick and British Columbia. On the basis of
this data, the authors conclude that there is “clear evidence of an upward trend,”
(p. 34). The most obvious objection regarding making generalizations on this
basis is not just the small number of cases but the issue of the representative-
ness of the two provinces in question. BC has clearly demonstrated itself to be
an atypical case as regards the relationship between social assistance and Ul/
EI It must be remembered that now (1998), as much time has elapsed since
the end point of the time period studied (1992) as was covered by the study
(1986-92).
~ The examination of UT receipt by social assistance recipients undertaken
by these authors suggests a cyclical trend rather than the upward trend which
they describe. (See Figure G-2.) While receipt of Ul by social assistance re-
cipients increased over the period from 36 to 44 percent in British Columbia
and from 30 to 34 percent in New Brunswick, it decreased from 46 percent to
44 percent in British Columbia from 1989 to 1992 and from 39 to 34 percent in
New Brunswick in the same period. Examining the receipt of social assistance
by Ul recipients, the data reveal that from 1986 to 1992, the percentage of Ul
claimants receiving social assistance benefits concurrent with Ul benefits or
within a month of expiration of UI benefits increased from 6 to 15 percent in
British Columbia and from 5 to 6 percent in New Brunswick. These data are
hardly indicative of a significant upward trend. The evidence for an upward
trend in overlap between social assistance and Ul in Canada is limited to the
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case of British Columbia. While this may be suggestive of the possibility that
a broader trend exists, it is certainly not sufficient to draw any conclusions
outside of those for British Columbia alone.

FIGURE G-2
Overlap of UI and SA, 1986-1992
British Columbia and New Brunswick
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NOTES

1Social assistance, with its origins in charity and the provision of aid to the
“deserving poor,” is subject to more scrutiny and scepticism on the part of the general
public than is Employment Insurance. The latter, directly funded by employees and
employers, is a benefit that individuals pay for during periods of employment and,
thus, is something one is entitled to receive during periods of znemployment. Social
assistance, on the other hand, transfers income from “taxpayers” to the most needy
insofar as recipients can demonstrate not only need but that they deserve such assist-
ance. There has often been some level of resentment toward perceived levels of UKEI
“abuse,” especially in terms of frequency of use and the program’s role in income
maintenance in seasonal industries. But such concern has never resulted in the kind of
social control and public scrutiny of private behaviour to which social assistance re-
cipients are subjected. See, for example, Margaret Little, No Car, No Radio, No Liquor
Permit: The Moral Regulation of Single Mothers in Ontario, 1920-97 (Toronto: Ox-
ford University Press, 1998).

2Unemployment Insurance was originally designed to be an actuarially sound
form of public insurance for those workers employed in industries where there was, in
a sense, “moderate” risk of unemployment. That is, workers facing either low or high
risk of unemployment were deliberately excluded from the program’s original terms.
Yet the face of employment and unemployment have changed substantially since the
creation of UL The days of long-term, even lifetime, employment with a single firm
have essentially passed. Each decade since the end of World War II has seen higher
tevels of unemployment than in the previous decade. At the same time that there are
more unemployed persons than in previous decades, the length of time people are
unemployed has also grown. Similarly, all western nations have seen important socio-
logical and demographic changes that affect these programs. Two-earner families are
now the norm and in those cases where households are headed by a single carner there
is a much greater likelihood for that earner to be a single mother than a married father,
The effects of these changes were, to some degree at least, offset by the expansion of
the UI system in terms of both generosity and coverage in the period from 1950 through
the 1980s.

3This assessment is based on a methodological framework set out in prelimi-
nary research undertaken by the Institute of Intergovernmental Relations at Queen’s
University. See Harvey Lazar and Tom McIntosh, Federalism, Democracy and Social
Policy: Towards a Sectoral Analysis of the Social Union (Kingston: Institute of Inter-
governmental Relations, Queen’s University, 1998). This manuscript was prepared by
the IGR as a methodological framework for the analysis carried out in the sectoral
case studies for this research initiative,

*Organization for Economic Cooperation and Development, The Batile Against
Excluszon Vol. 3, Social Assistance in Canada and Switzerland (Paris: OECD, 1999),
p. 138.
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SLeslie Pal, State, Class and Bureaucracy: Canadian Unemployment Insur-
ance and Public Policy (Montreal and Kingston: McGill-Queen’s University Press,
1988}, p. 12.

SFrom an interview with Tom Kent, November 1993 quoted in Gerard Boychuk,
Patchworks of Purpose: The Development of Provincial Social Assistance Regimes in
Canada (Kingston and Montreal: McGill-Queen's University Press, 1998), p. 46. The
following two paragraphs draw on pp. 46-47.

"The conditions of CAP required that the provinces implement a set definition
of need which was to be applied impartially to all applications for assistance, prohib-
ited provincial residency requirements, and required an appeai procedure. The
underlying thrust of CAP was that it was expected to professionalize the social assist-
ance provision and increased reliance on trained social workers, which, in turn, would
indirectly lead — or so it was expected — to convergence between provinces based
on shared professional norms. However, outside of this, federal officials did not ex-
plicitly intend that CAP would directly lead to the homogenization of provincial social
assistance provision. : :

8Keith G. Banting, The Welfare State and Canadian Federalism, 2d ed. (Mon-
treat and Kingston: McGill-Queen’s University Press, 1987), p. 93.

9Richard Simeon with E. Miller, “Regional Variations in Public Policy,” in Small
Worlds: Provinces and Parties in Canadian Political Life, ed. David Elkins and Richard
Simeon (Toronto: Methuen, 1980), p. 275.

10While social assistance expenditures have increased in some provinces and
decreased in others, the most recent available data suggest that overall they have in-
creased considerably from 1990 to 1995. Expenditures now appear to be decreasing
but have a long way to go to reach the levels of the early 1990s which are, in turn,
considerably higher than earlier levels. Despite cuts, social assistance expenditures
per recipient (across all provinces) have remained roughly constant from 1980 to 1995.
However, social assistance expenditures increased by nearly 50 percent from 1990-95
largely due to the fact that the number of recipients increased by 50 percent from
1950 to 1995 alone.

1National Council of Welfare, Another Look at Welfare Reform (Ottawa: Min-
ister of Public Works and Government Services, 1997), p. 7.

12Quebec provides an oft-noted example where it is reported that between 1971
and 1987 the proportion of employable recipients rose from 36.4 percent to 73.4 per-
cent of all recipients. Eric Shragge and Marc-Andre Deniger, “Workfare in Quebec,”
in Workfare: Ideology for a New Underclass, ed. Eric Shragge (Toronto: Garamond,
1997), p. 61.

3pairicia M. Evans, “Linking Welfare to Jobs: Workfare, Canadian Style,” in
Workfare: Does It Work? Is It Fair? ed. Adil Sayeed (Montreal: Institute for Research
on Public Policy, 1993), p. 82, -

141hid.

I5For example, until about the late 1970, single mothers were considered un-

_employable and were expected to be able to stay home with their children at least
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until they went to school or, in some cases, until the age of majority. However, this
began to change (at varying rates across the provinces) and it is now the case that in
some provinces — such as Alberta — single parents are considered employable when
the child reaches the age of six months. This is in contrast to British Colembia, for
example, where single parents are now considered employable when their children
reach the age of 12: reduced from 19 in 1994, National Council of Welfare, Another
Look at Welfare Reform, pp. 86, 94.

'For example, in 1992, single parents in Saskatchewan were reclassified as
unemployable until their youngest child turned six rather than one. National Council
of Welfare, Another Look at Welfare Reform, p. 78.

Y"Garry F. Barrett, Denise J. Doiron, David A. Green and W. Craig Riddell,
The Interaction of Unemployment Insurance and Social Assistance (Ottawa: Human
Resources Development Canada, 1996}, p. 35.

"8Barrett ef al., The Interaction of Unemployment Insurance and Social Assist-
ance, esp. Tables A.1-A.6, pp. 37-42.

PNational Council of Welfare, Profiles of Welfare, p. 28.

200f these, slightly over half received social assistance while awaiting a U]
claim, 22 percent received social assistance benefits while receiving Ul benefits; 13
percent received social assistance benefits after their UI claim, and only 13 percent
had no UT claim or benefits. Ging Wong, “Job Separation and the Passage to Unem-
ployment and Welfare Benefits,” (Ottawa: Insurance Programs Directorate, Evaluation
Branch, Strategic Policy, Human Resources Development Canada, 1994), p. 8.

*IFor example, among those experiencing job separations, Wong interprets the
linear regression results of his examination of social assistance receipt by the unem-
ployed to suggest “a higher tendency for households to be on social assistance in
Ontario than in other provinces [Newfoundland, Nova Scotia, New Brunswick, Que-
bec, Manitoba, and Alberta] except in Prince Edward Island, Saskatchewan and British
Columbia.” A logistic regression analysis which isolates the effects of various factors
on social assistance receipt (total household income, expenditures, household size
and structure, assets and debts, and province of residence) and uses Ontario as a con-
trol finds a statistically significant negative correlation between social assistance and
province of residence for Nova Scotia, Manitoba, and Alberta. Coefficients are statis-
tically significant for these three provinces at the 5 percent level. All other provincial
coefficients are not significant. Wong, “Job Separation,” p. 13.

2National Council of Welfare, Another Look at Welfare Reform, p. 116,

23We are not aware of work estimating the take-up rate among those eligible
for social assistance in Canada or individual provinces much less across provinces or
across time.

2QECD, The Battle Against Exclusion, p. 43.

$Sec Gerard Boychuk, “Reforming the Canadian Assistance Complex: The
Provincial Welfare States of Canadian Federalism,” in Canada: The State of the Fed-
eration, 1995, ed. D. Brown and J. Rose (Kingston: Institute of Intergovernmental
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Relations, Queen’s University, 1995); “Floor or Ceiling: National Standards in Social
Assistance” Policy Options 17, 5 (1996):15-18; “Are Canadian and US Social Assist-
ance Policies Converging?” Canadian-American Public Policy 30 (July 1997);
Patchwork of Purpose; and “Resemblance and Relief: Social Assistance Provision in
the American States and Canadian Provinces,” American Review of Canadian Studies
29, 2 (1999):259-85.

%The logical cxtension of this model is the replacement of provincial social
assistance and EI with an income-support/supplementation program along the lines
suggested by the Newfoundland Economic Recovery Commission.

2TKenneth J. Boessenkool, Back to Work: Learning from the Alberta Welfare
Experience (Toronto: C.D. Howe Institute, 1997), p. 18

28For an overview of these changes, see Boessenkool, Back to Work, esp. pp. 5-
11; and National Council of Welfare, Another Look at Welfare Reform.

29National Council of Welfare, Another Look at Welfare Reform, p. 84.

30Boessenkool, Back to Work, p. 5 '

3bid,, pp. 11-12.

32National Council of Welfare, Another Look at Welfare Reform, pp. 59-60.

31bid., pp. 59, 61.

34QOntario, Ministry of Community and Social Services, News Release:
Backgrounder, 2 February 1998,

35National Council of Welfare, Another Look at Welfare Reform, p. 26.

3Mullaly argues that the job placement allows recipients the 20 weeks re-
quired to be eligible for Ul training allowances and thus moves them up to the EI
program. Robert Mullaly, “The Politics of Workfare: NB Works,” in Workfare, ed.
Shragge, p. 41.

STHowever, it is crucial to note that social assistance rates in New Brunswick
are among the lowest in the country. As well, requirements for recipients under 21 are
very stringent: if they fail to attend school or participate in upgrading or develop-
ment, they receive a monthly benefit of only $50 rather than $300. National Council
of Welfare, Another Look at Welfare Reform, p. 26.

38For an excellent discussion of the emergence of income-tested targeted ben-
efits, see John Myles and Paul Pierson, “Friedman’s Revenge: The Reform of ‘Liberal’
Welfare States in Canada and the United States,” Politics and Society 25, 4 (Decem-
ber 1997):443-72.

#1bid., esp. p. 465,

40jowever, as Myles and Pierson note, the real question is what happens when
benefits of higher-income families have been eliminated such that “they are no longer
available to finance future expenditure growth for low-income families,” ibid., p. 467.
The prognosis thus far for children’s benefits is good with the 1997 federal budget
injecting significant new funding into this program. B

4IMonique Jerome-Forget, “Canada’s Social Union: Staking Out the Future of
Fiscal Federalism,” Policy Options/Options Politiques 19, 9 (1998):3-4.
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“Report, 1940, p. 13, quoted in Donald Smiley ed., The Rowell-Sirois Report
Book I (Toronto: McClelland & Stewart, 1963), p. 2.

43Pal, State, Class and Bureaucracy, pp. 150-51.

44Ibid., p. 153.

45Canada, Human Resources Development Canada (HRDC), From Unemploy-
ment Insurance o Employment Insurance: A Supplementary Paper {Ottawa: Supply
and Services Canada, 1994), p. 6.

#1bid., p. 6.

#1Canada. Department of Labour, Unemployment Insurance in the 1970s (Ot-
tawa: Supply and Services Canada, 1970).

48Pal, State, Class and Bureaucracy, p. 42.

4Cy Gonick, The Great Economic Debate (Toronto: Lorimer, 1987).

1bid., p. 126.

Sbid., pp. 125-29.

32Stephen McBride, Not Working: Unemployment and Neo-Conservatism in
Canada {Toronto: University of Toronto Press, 1992), p. 167.

%3Canada. Royal Commission on the Economic Union and Development Pros-
pects for Canada, Report, Volume Il (Ottawa: Supply and Services Canada, 1985).

54Canada. Commission of Inquiry on Unemployment Insurance, Report {Ot-
tawa: Supply and Services Canada, 1986).

*3There is, it seems, an ongoing confusion about the EI surplus that results
from this. In effect there is no surplus because there is no official EI account, but the
fact remains that billions of dollars are collected through contributions every year
that are not paid out in benefits or which are not “left in the bank” and earmarked for
El in the event of an economic downturn. In effect, the surplus has been applied to
other purposes, most notably deficit reduction.

SSHRDC, From Unemployment Insurance to Employment Insurance, p. 15.

*Ibid., pp. 14-15.

38Pal, State, Class and Bureaucracy, p. 166.

%A recent monograph by economist Paul Boothe, following earlier work by
Tom Courchene, argues that one of the failures of Canadian social policy generally
has been its focus on regional redistribution which has, he argues, resulted in lower
income Canadians in richer regions subsidizing services and benefits for high-income
residents of poorer regions. Thus, low-income Ontarians subsidize higher income At-
lantic Canadians. Paul Boothe, Finding a Balance: Renewing Canadian Fiscal
Federalism (Ottawa: C.D. Howe Institute, 1998).

%0Canada, Statistics Canada, Annual Unemployment Insurance Statistics (Ot-
tawa: Statistics Canada, various years).

1of. Canada, Statistics Canada, Annual Unemployment Insurance Statistics
(Ottawa: Statistics Canada, 1995). :

- 82Montreal Gazette, 8 October 1994, pp. B1-2.
3Toronto Star, 11 October 1994, p. DI1.
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84Financial Post, 7 February 1995, p. 7.

85Summarized from HRDC, 1997 Employment Insurance Monitoring and As-
sessment Report (Ottawa: Supply and Services Canada, 1997), pp. 10-14.

6This is confirmed, somewhat, by the analysis presented in Geoffrey E. Hale,
“Reforming Employment Insurance: Transcending the Politics of the Status Quo,”
Canadian Public Policy/Analyse de Politiques, 24, 4 (1998):429-51.

7 Financial Post, 2 December 1995, p. 7.

S8Financial Post, 4 December 1995; CP Newswire, 14 May 1996, .

89For his part, Geoffrey Hale emphasizes the degree to which HRDC managed
to withstand significant pressures to not restructure employment insurance and argues

~ that this dernonstrates a relatively high degree of autonomy from stakeholder and other

political interests. See Hale, “Reforming Employment Insurance.”
707t should be impossible for the ratio to be over 100 percent, as that would
indicate that all the unemployed are in receipt of benefits. However, because the La-

~ bour Force Survey (LFS} is based on questionnaires that ask if someone is “actively

seeking work,” it tends to misrepresent unemployment somewhat. The exceptionally
high B/U ratio in Newfoundland (and similar ratios in other parts of Atlantic Canada
and Quebec during this time) is a result, for the most part, of seasonal workers an-
swering the LFS by saying they were not actively seeking employment though they
were in receipt of benefits. Thus, to some extent B/U ratios are inflated relative to the
existence of large-scale seasonal employment in a particular part of the country. This
means that they are particularly inflated east of Cntario.

MCanada, HRDC, An Analysis of Employment Insurance Benefit Coverage
(Ottawa: Applied Research Branch, HRDC, 1998). This work builds on an earlier
study critical of the B/U ratios: Marcel Bédard, Methodology for Predicting the Ben-
eficiary/Unemployed Ratio (B/U Ratio), Working Paper W-95-2E (Ottawa: Applied
Research Branch, HRDC, 1995),

2Canada, Employment Insurance Commission, 1998 Employment Insurance
Monitoring and Assessment Report (Ottawa: Employment Insurance Commission,
1998), pp. 3-4.

TSHRDC, An Analysis of Employment Insurance Benefit Coverage, p. 39.

74Canadian Labour Congress, Left Out in the Cold: The End of Ul for Cana-
dian Workers (Ottawa: CLC, 1998). '

75 Alice Nakamura, “New Directions for UL, Social Welfare, and Vocational
Education and Training,” Canadian Journal of Economics 28, 4a (1995%.731-53.

T6Wong, “Job Separation.”

TLars Osberg and Shelley Phipps, Income Distributional Implications of UI
and Social Assistance in the 1990s: A Micro-Simulation Approach (Ottawa: Human
Resources Development Canada, 1996); Martin Browning, Stephen Jones and Peter
Kuhn, Studies of the Interaction of Ul and Welfare Using the COEP Dataset (Ottawa:
Human Resources Development Canada, 1997). '
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"8Barrett et al., The Interaction of Unemployment Insurance and Social
Assistance.

79This effect is mitigated by the rise of single-parent families as a proportion
of all families. The position of the single-parent family is analogous to the position of
the single-earner, two-parent family — a spell of unemployment is much more likely
to lead to eligibility for social assistance than is the case for a two-earner family and
thus, for this segment of the population, social assistance and UI/EI might be more
highly substitutable. However, as Myles and Picot found regarding the issue of low-
income families, while “it is well known that the proportion of children in single
parent families has been increasing,” it is the case that “other changes in family struc-
ture have been taking place which tend to swamp the effect of rising numbers of single
parent families.” G. Picot and I. Myles, Social Transfers, Changing Family Structure,
and Low-Income Amongst Children (Ottawa: Analytic Studies Branch, Stafistics
Canada, 1995). :

801t seems most useful to think of uploading and downloading not as referring
to which level of government is left with responsibility for recipients, but in terms of
where programs lie in the general order in which they become available to recipients.
Other programs download recipients to social assistance because it is a program of
last-resort and recipients generally must not qualify for or have exhausted their ben-
efits for other programs.

811n 1994, the Auditor General noted the significance of provincia} uploading
of social assistance recipients to UL “A 1992 departmental study looked at the possi-
bility of provincial government measures moving welfare claimants onto the Ul rolls,
It calculated that the resulting cost to the UI program may have reached $2.6 billion
in 1991. This raises concerns that an ongoing “recycling” is under way between the
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THE FEDERAL-PROVINCIAL LABOUR
MARKET DEVELOPMENT AGREEMENTS:
BRAVE NEW MODEL OF |
COLLABORATION?

Thomas R. Klassen

“Would you tell me, please, which way I ought to go from here?
That depends a good deal on where you want to get 10.”

Lewis Carroll — Alice in Wonderland

INTRODUCTION

Labour market adjustment in Canada has been a difficult field in which to
establish fong-term coherent policies. Consequently, successive federal govern-
ments have undertaken several policy shifts and innovations during the past
several decades. The federal-provincial Labour Market Development Agree-
ments (LMDAs) are the latest shift in this policy domain representing a
fundamental transfer of responsibility from the federal to the provincial sphere.
As such, they raise the three questions to be examined in this chapter: How did
they arise? Will more efficient and effective policies now arise? And what trade-
offs are inherent in the agreements?!

Labour market policy is an important aspect of Canada s social policy

 regime and hence of the new “social union.” The LMDAs are a significant shift

in the nature of federal-provincial relations, with implications that are not yet
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fully understood. The level of devolution inherent in the agreements is un-
tested in Canada, and the associated risks of failure are high. However, if
successful, the new regime could point toward similar initiatives in other so-
cial policy areas. In short, the agreements raise important issues not only for
federal and provincial decisionmakers and officials but also for employers and
unemployed workers who are to be the ultimate beneficiaries of the new regime.

As with the other case studies in this volume, this chapter uses a frame-
work developed by Harvey Lazar and Tom Mclntosh,? and outlined in
McIntosh’s introductory chapter here, to assess the emerging intergovernmen-
tal regime. The assessment presented in this chapter builds on that framework
in a number of ways. First, with regard to the policy criteria set out by Lazar
and Mclntosh, the devolution inherent in the agreements rests on the assump-
tion that provinces are best suited to deliver active labour market services and
this has implications relating to notions of effectiveness, efficiency, human
development, and portability,’

Second, changes to other social policy areas — along with shifting eco-
nomic conditions — mean that active labour market measures may gain higher
public profile. This raises questions about democratic governance, specifically:
the rule of electoral majorities, protection of electoral minorities, the role of
legislators, citizen participation, and transparency and accountability. Third,
the agreements involve administrative arrangements that de facto, although
not de jure, re-order the responsibilities and relationships between the levels
of government. Consequently, the assessment will examine how principles of
federalism — respect for jurisdictional and political sovereignty, and conflict
resolution — are likely to be affected by the new intergovernmental regime.

The shift in regime is currently underway (although there is yet no agree-
ment for Ontario) leaving two routes for an analysis to take. The first is to
classify and analyze the old system and compare it to the regime currently
being implemented; the second is to classify and analyze the new regime and
compare it to the previous one. Since the previous system has already received
attention and analysis,* the second route will be pursued as it allows a focus
on the emerging federal-provincial regime. The drawback of this approach is
that it is as yet difficult to fully evaluate and analyze the trade-offs inherent in
moving to the new regime.

The chapter begins with a review of labour market adjustment policy
highlighting the difficulties inherent in designing and coordinating policies in
this field. Next, the federal-provincial context over the past several decades is
surveyed to highlight the tensions in this policy domain. This is followed by a



The Federal-Provincial Labour Market Development Agreements 161

review of federal and provincial programs and services as they existed before
the shift in intergovernmental regimes leading to a focus on the genesis and
nature of the LMDAs. The two sections that follow analyze the policy implica-
tions and trade-offs of the new regime, and their impact on democratic values
and federalism. The conclusion recapitulates the results of the assessments
and discusses the implications of the LMDA regime for active labour market
policy in Canada. '

LABOUR MARKET ADJUSTMENT POLICY

Effective active labour market policies improve the access of individuals to
jobs and ensure the efficient functioning of the labour market. The more effec-
tive the active labour market policies of a jurisdiction, the lower should be its
unemployment rate, especially the structural component, and the more pro-
ductive its workforce. Active labour market policies can have three components:
(a) information provision; (b) job training; and (c) subsidized or created
employment.®

Canada’s annual unemployment rate historically has been high in com-
parison to other industrialized economies, suggesting that active labour market
policies should be an important component of labour market policy, as broadly
conceived. From 1960 to 1994 the unemployment rate in Canada has consist-
ently been higher than the average unemployment rate of other Organization
for Economic Cooperation and Development (OECD) nations. Specifically,
Canada’s unemployment rate for this time period was 7.4 percent while the
average for all OECD nations was 5.2 percent.® This trend has continued through
the 1990s with Canada’s unemployment rate remaining significantly higher
than the OECD average. '

Canada’s unemployment rate since the recession of the early 1990s, as
shown in Figure 1, acts as one backdrop for the events to be discussed and
specifically for the emergence of the LMDAs.

Canadian active labour market policies, especially training, reside within

.an environment historically characterized by five conditions: (i) insufficient

investment by the state and private sector; (ii) insufficient spending on active
measures; (iii) reliance on institutional training; (iv) fragmentation of busi-
ness and labour organizations; and (v) intergovernmental conflict. The first
four are briefly reviewed below while the last one is the focus of the more
detailed examination later in the chapter. These conditions will then be exam-
ined later in analyzing the extent to which the LMDAs can be expected to alter
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FIGURE 1
Canadian Unemployment Rate (annual percent): 1993-1999
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Source: Organization for Economic Cooperation and Development, Histerical Staristics,
1960-1994 (Paris: OECD, 1996).

these Iong-standing circumstances. In addition, as outlined by Tom McIntosh
in the introductory chapter, the broader economic and political contexts of
labour market policy, along with the nature of work, have also experienced
substantial transformations.

Historically, Canadian immigration policy has been utilized to address
skills shortages and inadequacies in the labour force.” In other words, immi-
gration policies allowed Canadian governments to carefully control the number
and qualifications of immigrants in response to economic conditions and the
demands of employers.® Thus, it is not surprising that immigration responsi-
bility rested for decades within the Department of Manpower and Immigration,
and later within Employment and Immigration. However, in the past two dec-
ades, interest groups such as churches and ethnic organizations have become
more influential in shaping immigration policies.

Furthermore, the Immigration Act of 1976 placed a greater onus on the
demographic implications of immigration in view of the declining Canadian
fertility rate.” Also, the number of highly skilled immigrants willing to settle
in Canada is likely less today than in the years immediately following the Sec-
ond World War. As such, immigration policy is now lodged in the Department
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of Citizenship and Immigration, rather than in departments charged with either
economic or labour market policy. The past reliance on immigration, however,
created a legacy of insufficient investment in training by both the state and
private sector. '

Second, the state in Canada “has always relied more heavily on the co-
ercive force of unemployment as an ‘adjustment’ mechanism than have
European countries.”'® Notwithstanding that Canadian unemployment rates
have historically been higher than those in other OECD countries, expendi-
tures on active labour market measures have been small vis-2-vis passive
measures.” In 1990, just over 20 percent of total Canadian labour market ex-
penditures were on active programs, a figure exceeded by 18 of the 21 OECD
countries.”? By 1995, Canada ranked twelfth among the 24 OECD countries
on public expenditures on labour market training programs as a percentage of
GDP. * Table 1 illustrates that not only have expenditures on active measures
been decreasing in the 1990s, so have passive expenditures. The decrease in ex-
penditures is due in part to the government-wide reduction in program expenditures,
as well as the declining unemployment rate for most of the past decade.

TABLE 1
Total Federal Expenditures on Active and Passive Labour Market Programs as a
Percentage of Canada’s GDP, 1991-1997

1991/92 1992/93 1993/94 1994/95 1995/96 1996/97

Active 0.61 0.64 0.66 0.61 0.57 - 048
Passive 2.28 224 1.94 152 1.30 1.18
Total 2.89 2.88 2.60 213 1.87 1.65

Source: QECD Employment Outlook, 1996, p. 206, Table T; OECD Employment Outlook,
1998 p. 212, Table J.

Decreases in spending on active measures were not restricted to the
1990s. Between 1985 and 1991 the percentage of GDP spent on active mea-
sures declined by 0.01 percent, while during the same period passive spending
increased by 0.37 percent of GDP."

Third, Canadian training policy has suffered from an over-emphasis on
institutional training, in part because there is little incentive for many firms to



164  Thomas R. Klassen

pay for on-the-job training since they cannot be sure of retaining the skilled
workers. Thus, in North America generally, “on-the-job training is little used,
not because it is technically inefficient (it apparently is very efficient techni-
cally) but because it does not pay.”'® This is particularly true for small and
medium-sized firms and for workers employed in contract or part-time posi-
tions. Supported by provincial government policies, community colleges have
dominated in several provinces in providing training. In contrast, in Germany,
between two-thirds and three-quarters of all workers receive an average of two
to three years of vocational training, of which three or four days are on the job
and only one or two days are in the classroom.'® The reliance on institutional
training in Canada “is radically at variance with the pattern in most other coun-
tries.”” Additionally, public sector unions (who represent teachers and
instructors) are generally opposed to on-the-job training since it threatens the
employment of their members.

The fourth characteristic of Canadian training policy is found in the de-
centralization and fragmentation of Canadian labour and business.'® There are
hundreds of business associations that are not organized under a single um-
brella and pursue different objectives. For example, in 1989 the federal advisory
council on labour market adjustment recommended that as “an incentive to
stimulate private sector training ... the government establishes a tax liability”
on those firms that fail to invest sufficiently in training.' Some business groups
and larger corporations supported the recommendation, yet it was rejected by
most others. A similar decentralization of power is generally found within or-
ganized labour. Although the Canadian Labour Congress and some provincial
labour federations can exercise significant political power, decision-making
ultimately rests with individual unions and no single organization represents
all unionized workers. Furthermore, since labour law is primarily a provincial
concern, the labour movement has typically focused on provincial politics.
Finally, most Canadian workers are not members of unions.

THE FEDERAL-PROVINCIAL CONTEXT

Under Canada’s constitution, provinces have sole responsibility for education.,
Conceptually education and many aspects of labour market adjustment, espe-
cially training, are little different, other than training being generally viewed
as being more job-focused and directly preparing individuals for a specific
job. Both education and training are investrents in human capital in that “both
denote the acquisition of skills that enable people to enhance their stream of
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future earnings by acquiring the ability to perform a wider range of occupa-
tions, including more highly paid occupations.”™ The lack of a federal (or
national) department of education could also be perceived as a weakness of
Canada’s federal structure, when contrasted to nations with a more centralized
education policy structure, that hinders not only economic and social policy
but also culture and citizenship policies.

The close connection between training and the labour market has al-
lowed for training to be interpreted as a joint federal-provincial jurisdiction
since the federal government has constitutional responsibility for macroeco-
nomic policy. The provision of information, subsidized employment, and
training for those in receipt of federal income support — primarily Employ-
ment Insurance {(EI) — as well as for the disabled and recent immigrants has
been the responsibility of the federal government. Provinces have provided

‘some of the same services primarily for social assistance recipients and the

long-term unemployed who are not eligible for EIL. Both levels of government
have also tended to provide services for youth. As a result, there has been “no
single coherent framework for shaping training objectives in response to the
needs of both our economy and our workers. This ... problem largely derives
from the almost total absence of coordination in policy formulation and imple-
mentation between different levels and branches of government.””!

During the 1960s the federal government’s role in active labour market
policy was two-fold. First, to contribute 75 percent of the capital costs for
provincial training and vocational institutes®; and, second, to subsidize the
costs for the unemployed and those in need of upgrading to attend the new
institutes. Historically, the bulk of federal expenditures on training have been
allocated for the purchase of training from provincial educational institutions,
largely the community or technical colleges. With the creation of the federal
Department of Manpower and Immigration and the enactment of the Adult
Occupational Training Act in 1966, the federal government began moving from
a passive to a more active role in flowing training funds to the provinces. Rather
than participating in cosi-shared programs that responded to provincial desires
to expand the colleges, the federal government began to purchase specific types
of training from colleges.” The change in policy gave the federal government
some control over its expenditures and allowed — in theory, at least — better
targeting of its funds. This began to generate federal-provincial friction as
changes to federal training policies began to have a direct impact on the viabil-
ity of the provincial training institutions.
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In the 1970s the federal government placed increased emphasis on job-
creation programs, such as Local Initiatives Program (LIP), Local Employment
Assistance Program (LEAP), and Opportunities for Youth (OFY), in response
to increasing unemployment rates. For a variety of reasons policymakers be-
came increasingly concerned about labeur market adjustment policy by the
beginning of the 1980s: rising unemployment rates (especially among youth);
the increasing globalization of the economy (resulting in the US-Canada Free
Trade Agreement later that decade); and pressures to better target spending
due to decreases on government budgets. A general consensus among key
stakeholders began to emerge that “the training system at the present time is
not fully capable of meeting the demands that will be placed upon it during the
1980’s.* By the mid-1980s the federal government had begun to largely elimi-
nate job-creation programs in favour of combined work experience/training
programs delivered by a range of organizations, not only provincial training
stitutes.

With the 1982 National Training Act, the federal government began to
encourage industrial (on-the-job) rather than institutional (classroom) train-
ing. Federal officials saw industrial training as more effective, and less costly,
for training workers. The legislation also sought to encourage more private
sector involvement in training and to angment training for more advanced skills.
However, the 1982 reforms were only marginally successful in changing the status
quo — partly because of provincial resistance — causing the new federal Progres-
stve Conservative government in 1985 to introduce a “more interventionist supply
side management approach to human resource development.”

The 1985 Canadian Jobs Strategy reinforced the earlier policy by at-
tempting to direct more funding to third parties (e.g., community-based groups
.and private trainers) rather than to the provincial institutions. Furthermore, it
attempted to increase the role of business in directing federal training expen-
ditures. Private sector committees were established in some provinces to provide
advice on local training needs and they were given some funds with which to
purchase training. Overall, the policy was “more selective in client program-
ming, more decentralized in decision making [and] more privatized in delivery”
than previous initiatives in this area.”

After the 1981-82 recession, federal and provincial ministers began ne-
gotiations on agreements to enhance the employability of social assistance
recipients. The accords were also known as the “four-cornered agreement” as
they involved the federal Department of Employment and Immigration and the
Department of National Health along with the provincial counterparts
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responsible for social services and labour market policy. The purpose of these
agreements was to assist social assistance recipients to obtain training ser-
vices, since not all provinces had employability programs for this group and
Unemployment Insurance (UI) funds could not be atlocated for this purpose.
The agreements called for each order of government to spend an equal amount,
$200 million, on its own programming for social assistance recipients. The
first set of agreements was signed in 1986; while in the early 1990s a new
generation of agreements between the federal government and the provinces
were signed (these expired in 1996). Quebec did not sign an agreement then
but continued to receive services under administrative arrangements.”

These agreements were important because they allowed for federal and
provincial officials to have formal and informal contact on a regular basis to
work on issues like information-sharing and evaluation. In some cases, such as
with New Brunswick and British Columbia, the discussions arcund the agree-
ments resulted in major multi-year, federal-provincial experiments to determine
the effectiveness of earnings supplements and educational upgrading.?® Finally,
the agreements meant that federal programs began to provide services to small
numbers of social assistance recipients, thus breaching the federal-provincial
divide of client groups.

During the mid-1980s, federal policymakers, along with some unions
and employer groups, cast wistful glances toward the European models of ac-
tive labour market adjustment policies that relied on the corporatist model of
decision-making. Corporatism refers to institutionalized involvement and the
cooperation of a small number of societal interest groups in the making and
sustaining of state policies.” In Germany, Austria, Sweden, and some other
countries, corporatism allowed business and labour to be partners in designing
labour market policies. As a result, in countries such as Germany, nearly two-
thirds (63 percent) of the workforce has some type of formal vocational
qualification.® Beginning with the 1989 Labour Force Development Strategy,
the federal government redirected further funds from passive to active mea-
sures and made a commitment to involve business and labour in decision-making
~around training.

A major innovation occurred in early 1991 with the establishment of a
national organization focused on training issues modelled after corporatist ar-
rangements in Europe: the Canadian Labour Force Development Board
(CLEDB). The board was composed of 22 representatives: eight from each of
business and labour, four from the designated (equity) groups under federal
employment equity policy (women, the disabled, visible minorities, and
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Aboriginals), and two from education and training providers. The board’s func-
tion was to advise the federal government on training expenditures with the
expectation that over time it would take on a larger role in developing policy.
The new entity represented an ambitious attempt to privatize active labour
market policy by transferring responsibility for it to business, labour, and other
groups.’! '

In late 1991 the CLEDB, along with the federal government, proposed
that the provinces create provincial training boards and that a system of local
training boards be established jointly by the federal and provincial govern-
ments to complement the national and provincial bodies.** Many provinces —
British Columbia, Saskatchewan, Ontario, New Brunswick, Nova Scotia, and
Newfoundland and Labrador — did establish provincial boards. The boards
generally mirrored the CLFDB composition, although some provinces added
one or two seats for specific groups. In Quebec, a somewhat different body,
the Société québécoise de développment de la main d’oeuvre, was established
in 1993 to direct provincial training programs. The Ontario and Quebec agen-
cies were by far the largest and the only ones with policy design and
implementation, rather than merely advisory, powers. However, the corporatist
boards failed to perform as expected, at least in terms of providing policy ad-
vice to governments and serving their constituents, and most have now been
dismantled.

The federal government’s actions in the 1980s (enhancing active labour
market policy, establishing the CLEDB, and facilitating the establishment of
some provincial boards) exemplify vnilateral federalism in which the federal
government forced provinces to react to its initiatives. For example, in Ontario
the Ministry of Skills Development was largely created to respond to the fed-
eral policy shifts in the mid-1980s while in the early 1990s aspects of the
provincial training board followed the CLFDB model.¥ The unilateralism in-
herent in federal policies increasingly became an irritant for some provinces,
notably Quebec.

In 1990, spurred by federal actions, the Liberal government of Robert
Bourassa in Quebec obtained unanimous support in the National Assembly for
a motion that the province assume sole responsibility for labour market adjust-
ment policy. Furthermore, the Quebec government placed the cost of
federal-provincial duplication and overlap in the province in this policy do-
main at $250 million per year. Quebec had, since the 1960s, contended that
social and economic development are closely linked and that adequate integra-
tion and coordination is impossible if the federal government controlled labour
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market policy. * Quebec’s demands were acceded to in the 1992 Charlottetown
Accord which offered to transfer all training activities and labour market de-
velopment activities, except Unemployment Insurance to any interested
province (see Chapter 2 in this volume by Rodney Haddow). The failure of the
accord resulted in discussions between outgoing Prime Minister Kim Campbell
and the Bourassa government for a proposal to allow the province to adminis-
ter federal programs. The defeat of both governments left matters unresolved
until the Quebec referendum on sovereignty in 1995 when Prime Minister Jean
Chrétien committed to withdraw from “training” (the scope of which was un-
defined). In January 1996, Quebec sent a proposal to the Human Resources
Development Canada (HRDC) minister, which sparked further work by fed-
eral officials to deal with this file.

On 30 May 1996 the federal government made public its offer: the trans-
fer to the provinces of approximately $1.5 billion of expenditures on active
employment measures as “an important step towards a more flexible federal-
ism.”* The offer was broader than many provinces had been expecting since
not only was the federal government withdrawing from the purchase of train-
ing from institutions, but also from other federal program areas (described
below) allowing provinces to deliver these, within some prescribed limits, and
receive federal funding for them.

The need to accommodate Quebec at a time when public support for
separatism was at an all-time high was the trigger for the emergence of the
new regime.” However, other longer term factors had been operating to make
active labour market policy ripe for fundamental change. The first was a pro-
cess that had begun in the 1970s; namely the movement away from the
traditional Keynesian demand-driven policies to reduce unemployment. This
resulted in the federal government downgrading job-creation schemes and
stressing training instead.’” Concomitant with the federal retrenchment from

- job creation was the commitment to smaller government.*® As a result, active
labour market policy began to be less and less important to the federal govern-
ment, making it a suitable candidate for devolution to the provinces.”

~ Second, a major reform of Unemployment Insurance was proceeding
independently in 1995 and 1996 (see Chapter 3 by Tom McIntosh and Gerard
Boychuk)} providing the opportunity for the legislative changes needed to al-
low the transfer of Ul — soon to be EI — funds assigned for active policies to
the provinces. Finally, it should be noted that the EI reforms transpired at the
time when the Finance Department was dominant in shaping the federal policy
agenda. As such, the EI reforms, and the active labour market component
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thereof, were conceived primarily as a means to reduce expenditures rather
than to increase the employability of individuals.

PROGRAMS AND SERVICES

The description of the programs and services below applies to the mid-1990s,
prior to the transfer changes inherent in the implementation of the LMDAs.
The federal government provided a wide range of training-related services to
UL/EI recipients, including employment counselling; supplementary benefits
or allowances (for child care, travel, equipment, etc.); and the purchase of train-
ing programs from provincial colleges and other public and private institutions.
As well, HRDC contracted with various community and local agencies to de-
liver specific services to eligible clients: job-search clubs, resumé writing,
self-employment assistance, etc. The funding for these services was provided
from EI revenues made available through the Part I Employment Benefits and
Support Measures Fund of the EI account (previously called the Development
Uses Fund of the Ul account).

Table 2 illustrates the expenditure patterns of funds allocated from the
El account. The figure demonstrates that the bulk of expenditures was for monies
paid to individuals engaged in training and related activities (in addition to EI
benefits) and for the purchase of training, while work-sharing, job creation,
and self-employment related expenditures were comparatively small.

TABLE 2
TI/EI Funds Used for Active Labour Market Services (§ millions), 1992-1996

1992 1993 1994 1995 1996*
Work sharing 1127 51.7 215 14 4 N/A
Job creation 112.0 104.8 117.0 147.6 143.6
Training benefits 978.3 926.6 939.0 92011 N/A
Training courses 520.1 4894 536.0 554.1 N/A
Training allowances 93.6 81.7 83.3 86.1 N/A
Self-employment 206 98.7 1447 1945 2275
Total** 1,837.5 1,752.9 18424 19167  1,5439

Notes: *Reporting categories changed after 1995.

**Totals may not match due to rounding.
Source: Public Accounts of Canadn (Consolidated accounts, volume 1}, 1996 and 1997;
and HRDC, Annunl Report 1993-94 (Otrawa: Supply and Services Canada, 1995).
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In addition to services for EI eligible clients, the federal government
provided a largely similar set of services to non-EI clients using funding from
the Consolidated Revenue Fund (CRF). The allocation of funds from the EI
and CRF sources is illustrated in Table 3, highlighting the decreasing expendi-
tures from the CRF and the stagnant — declining in real terms — total active
labour market expenditures. '

TABLE 3
Federal Active Labour Market Expenditures ($ millions), 1993-2000

CRF UI/EI Total Total

3 3 3 (1986 8)
1993 /94 1,576 1,853 3,429 2,630
1994,/95 1,646 1,862 3,508 2,628
1997,/98 1437 2,280 3717 2711
1999,/00* 613 2,600 3213 2,344

Note: *Planned expenditure.

The client groups served by CRF expenditures were the four designated
groups — women, persons with disabilities, Aboriginal peoples, and visible
minorities — in addition to youth, a small number of social assistance recipi-
ents (because of the federal-provincial employability agreements discussed
earlier), and older workers who had -exhausted their EI benefits. The federal
government also provided some training and related services to recent immi-
grants and refugees, the funding for which was shifted from HRDC to
Citizenship and Immigration Canada in 1996. The number of clients served by
CRF programs is presented in Table 4, reinforcing the trend of reduced expen-
ditures by the federal government on active measures dating to at least the
early 1990s, along with a shift to serving youth.

The local Human Resources Canada centres across the nation have, un-
til the implementation of the LMDAs, been the prime delivery points for
individuals and employers of the federal services described above (serving
both EI and CRF funded clients) as well as delivering the Employment Insur-
ance program. The number of centres was reduced to just over 300 (with about
100 providing full-scale services) in the mid-1990s in response to fiscal pres-
sures by consolidation, contracting-out services to third parties, and the creation
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TABLE 4
Number of Participants in Consolidated Revenne Funded Programs
1991,/92-1998,/99

Participants
(mew starts)  1991/92  1992/93 1993/04 1994/95 1995/96 1996/97 1997/98 1998/99

Women 80,909 104,222 124567 113,146 71,115 2,165 5,136 8,315

Persons with 2,522 3,704 4,450 3929 2,503 236 1,004 7,177
disabilities ]

Aboriginal 14,573 14,613 15248 15475 13,096 N/A 10,575 19,298
peoples

Visible 17,288 12,617 15,782 13,029 6,285 131 518 955
minorities

Social 12,031 22,130 24,842 25490 15,765 N/A N/A N/A
assistance

recipients

Youth 52,290 70,449 64,397 52,646 14,095 84237 91,128 91,675
Older 36,070 42,957 55,641 42670 11,618 609 469 1411
workets

Total 215,683 270,692 304,927 266,385 134477 87,378 108,830 128,831
Source; HRDC,

of a system of electronic kiosks.*® Over the past decade the centres have been
granted increasing autonomy in deciding the program mix for their areas. The
centres managed a variety of contracts with local agencies including training
institutions (colleges, private vocational institutions, school boards, non-profit
agencies, etc.} and other community groups. The trend toward increasing the
decentralization of HRDC begun in the early 1990s has, in fact, caused the
- LMDAs regime to be a less dramatic change than would otherwise have been
the case.
' The federal government also had a few services aimed at employers such
- as the industrial adjustment service, work-sharing initiatives, human resources
planning, and sectoral initiatives. Moreover, the government provided labour
market information for both employers and individuals. A national system of
kiosks had been established that listed job opportunities and other labour mar-
ket information. The job-information function has decreased in the past decade
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as fewer employers have decided to list job vacancies with local Human Re-
sources Canada centies.

The large number of services delivered directly by the centres and pur-
chased for third-party delivery for both EI and non-EI clients created a particular
problem for the centres. Namely, that funding was allocated from both the El
and CRF accounts and typically by client group. As a result, notwithstanding
the decentralization of HRDC — at least with regard to policy implementation
in the past decade — local managers faced significant constraints since EI
clients could not be served with CRF funds and vice versa.

As outlined in Chapter 3 in this volume historically, provincial respon-
sibilities have been focused on providing social assistance for people deemed
unemployable (the disabled, single parents with young children, etc.), though
there is evidence that current social assistance rolls are increasingly made up
of the longer and long-term unemployed who are now or no longer eligible for
EI At the same time, in the past decade, increasing emphasis has been placed
by provincial governments to provide training and related services to social
assistance recipients to help them to (re)enter the labour market. This has re-
sulted in social assistance offices and counsellors taking on some of the same
functions as those of the centres: purchasing courses, managing contracts with
local agencies for training services, providing additional income support to cli-
ents in training courses, dealing with potential employers, etc. In fact, Quebec
established a separate system of employment offices for social assistance recipi-
ents, while in other provinces, such as Ontario, some social assistance offices gained
a strong active labour market orientation.

Provincial governments also established programs for youth, in addi-
tion to their responsibilities for the apprenticeship program. The larger
provinces, such as Ontario, have a broad range of programs for youth delivered
by community colleges and community agencies. Some of the larger provinces
also have training programs for groups other than social assistance recipients
and youth. For instance, Ontario has had programs aimed at: upgrading the
skill levels of particular occupations; encouraging women to enter apprentice-
ships; assisting employers in human resources planning; etc. During the early
1990s Ontario spent in excess of $400 million on a range of training and la-
bour market adjustment programs.*' In Ontario, along with other provinces
such as Saskatchewan and British Columbia, the community colleges were the
prime delivery agent for training and related employment preparation programs.

There is a debate about the amount spent by provinces on labour market -
adjustment vis-a-vis the federal government. Most estimates suggest that
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provinces account for about one-quarter to one-third of state expenditures on
active labour market measures in Canada.* However, if training costs associ-
ated with the colleges — where, after all, most training still takes place — are
included, provincial expenditures probably exceed that of the federal level. Of
course, a significant portion of these funds have historically been offset by
Established Programs Financing and the Canada Assistance Plan, and now by
the Canada Health and Social Transfer. It is difficult to estimate provincial
expenditures on active labour market measures because: (a) they are often spread
out across more than one ministry, (b) there is not a clear distinction between
program spending and capital/operational spending for colleges, and (c) be-
cause of differences across provinces in reporting expenditures.

THE LABOUR MARKET DEVELOPMENT AGREEMENTS
(LMDAs) -

The objective of this section is not a detailed dissection of the content of the
LMDAs or the manner in which each was negotiated, but an overview of the
nature of the agreements to allow for analysis of the new intergovernmental
regime they represent. The agreements arose out of a complex set of condi-
tions, including the failure of corporatist business-labour boards and concerns
about the perceived (and sometimes real) failures of active labour market poli-
cies, the general retrenchment of government due to fiscal constraints, and
pressure from provinces (especially Quebec). The catalyst that prodded the fed-
eral government to act was the 1995 Quebec sovereignty referendum. The LMDAs
agreements responded to the wishes of the Quebec government without the need
for constitutional discussions, while reducing the federal role in a policy field that
had often been a difficult one in which to achieve encouraging results.

The LMDAs allow for the transfer of most of the funding allocated for
active labour market measures within the EI account to the provinces.® Spe-
cifically, funds for five types of measures can be transferred under the
agreements: (i) wage subsidies to employers, (ii) earnings supplements to EI
recipients, (iii} income subsidies for El recipients starting their own businesses,
(iv) projects undertaken by community organizations that hire EI recipients,
and (v) loans and grants to individuals for institutional (both public and pri-
vate) training. The LMDAS also grant provinces responsibility for the
counselling and placement services for EI clients. As such, the LMDAs permit
provinces to utilize monies for most purposes other than the direct purchase of
training services (this is discussed later). That is, the five types of measures -
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essentially place few restrictions as to types of programs that provinces might
wish to design. The magnitude of the offer is illustrated in Table 5.

TABLE 5
Resources Available for Transfer under the LMDAs, 1997-1998*

Province/Territory Funds Staff
. ($ Million) (full-time equivalents)
Newfoundland and Labrador 85.8 177
Nova Scotia 62.6 - 196
New Brunswick 66.4 170
Prince Edward Island 17.8 49
Quebec 457 .3 1,084
Ontario 450.5 1,007
Manitoba 46.3 118
Saskatchewan 335 114
Alberta 97.6 204
British Columbia 205.9 470
Yukon Territory 27 7
Northwest Territories** 3.6 24
Total 1,530.0 3,620

Notes: *Excluding administrative costs which are approximatciy $190 million.
**Effective 1 April 1999, the allocation was apportioned between the Territory of
Nunavut and the Northwest Territories.

Source: HRDC.

The federal government reserved the following areas for its domain:
national labour market information, pan-Canadian activities to be funded from
the EI fund at about $250 million annually, and active labour market measures
for non-EI clients such as youth, the disabled, Aboriginals, and immigrants.
Returning to the definition of active labour market policy presented earlier,
the federal government partly retained one component of the policy — the
provision of labour market information — but transferred the other two: subsi-
dized or created employment and job training. This, then, is a major transfer of
responsibilities resulting in a shift of the intergovernmental regime.

In order to entice Alberta to be the first province to sign an agreement,
an “equality of treatment clause” was inserted to the effect that if another
province negotiated more favourable provisions, these would apply to Alberta
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as well. All agreements have this clause, which, for example, allowed prov-
inces that had already signed three-year agreements to change these to five
years after Quebec became the first to sign a five-year agreement.

Each agreement, in addition to outlining the monies to be transferred to
the province annually, also contains numeral targets for clients served and sav-
ings generated from the EI account. The savings are the difference between an
individual client’s total entitlement to (Part I) EI benefits and the actual pay
out to that individual. For example, for British Columbia, the 1997-98 targets
were for 25,008 EI clients to return to work generating $117.4 million in sav-
ings to the EI account. For the same time period PEI was to generate savings
of $7.8 million while Alberta’s savings were to be at least $99.8 million.

Three types of agreements, and hence intergovernmental regimes, have
arisen: co-management, full-transfer, and strategic partnership. Table 6 lists the
dates the agreements were signed, implemented (the co-management agreements
were implemented upon signing), and the type of intergovernmental regime,

- TABLE 6
LMDA Chronology and Type of Agreement

Province/Territory Date of Agreciment Tmplementation Date Agreement Type
Newfoundland and .24 March 1997 24 March 1997 Co-Management
Labrador
Nova Scotia 24 April 1997 24 April 1997 Strategic Partnership
New Brunswick : 13 December 1996 1 October 1997 Full Transfer
Prince Edward Island 26 April 1997 26 April 1997 Co-Management
Quebec 21 April 1997 1 April 1998 Full Transfer
Ontario No agreement to date, negotiations ongoing
Manitoba 17 April 1997 27 November 1998 Full Transfer
Saskatchewan 6 February 1998 1 Jannary 1999 Full Transfer
Alberta ¢ December 1996 1 November 1997 Full Transfer
British Columbia 25 April 1997 25 April 1997 Co-Management*
- Yukon Territory 24 January 1998 24 January 1998 Co-Management
Northwest Territories 27 Bebruary 1998 1 October 1998 Full Transfer
Nunavut 11 May 2000 1 April 2000 Full Transfer

Note: *Negotiations are underway for a full transfer agreement.
Source: HRDC. '
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Under the co-management model, there is no transfer of resources {either
dollars or staff) to the provinces, but a joint management of program design
and implementation. In other words, under this model the provinces play a
significant role in planning and policy development, but the responsibility for
actual delivery of programs is left to the existing HRDC centres and the local
organizations with whom they have signed contracts. Generally the provinces
that have chosen the co-management model are the smaller ones that have his-
torically been the net beneficiaries of federalism. These provinces believe it is
advantageous to have HRDC staff in their jurisdictions who understand local
labour market conditions. The joint-management model is currently in effect
in PEI, Newfoundland and Labrador, the Yukon, and British Columbia, albeit
British Columbia is currently negotiating a full transfer agreement.

One province, Nova Scotia, has negotiated an agreement that appears to
be co-management but is sufficiently different to warrant classification as stra-
tegic partnership. The Nova Scotia agreement runs to a mere seven pages in
contrast to the hundreds of pages for several of the other agreements and ex-
cludes references to financial expenditures or client figures. The agreement
calls for two levels of government to collaborate and coordinate efforts to im-
prove their respective labour market programs and services. The only
requirement of the agreement is that a joint-management committee be estab-
lished to examine areas of joint cooperation and collaboration. In short, the -

'LMDA in the province leaves matters essentially unchanged.

The fuli-transfer model, on the other hand, involves provinces assuming
responsibility for labour market policy and program delivery within the fed-
eral funding and client eligibility constraints. The federal government retains
responsibility for the delivery of EI benefits and pan-Canadian initiatives such
as national flabour market information and exchange, as well as responding to

“economic emergencies. The provinces of New Brunswick, Quebec, Manitoba,
Saskatchewan, and Alberta, as well as the Northwest Territories have signed

" full-transfer agreements. Table 7 shows the resources, both EI funds and staff,
that have been transferred to-date.

Ontario is the only province that does not yet have an agreement. In Ontario
the period from 1985 to 1996 represented a period of significant innovation with

‘regard to labour market adjustment programming and associated organizational
structures. For the most part these innovations — such as the Ministry of Skills
Development (1985-93) and the ambitious Ontario Training and Adjustment Board
(1993-96) — failed to survive. Thus, by the time of the federal offer in 1996 a
sense of exhaustion, if not paralysis, had arisen with this field in the province.*
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TABLE 7
Funds and Staff Transferred to the Provinces, 1997-2001

Funds Transferved Staff Positions
($ Millions) Transferred

Province/Tervitory 1997-98 1998-99 1999-00 2000-01 Prajected  Actual
Newfoundland — — — — 177 —
Nova Scotia — - — — 196 —
New Brunswick 66.4 78.0 84.0 90.0 170 124
Prince Edward Island — — - — 49 —_
Quebec 457.3 5276 561.1 5944 1,084 1,022
Ontario No agreement
Manitoba . 46.3 48.7 194 499 120 118
Saskatchewan 335 36.1 371 385 114 97
Alberta 975  106.5 109.2 1127 204 156
British Columbia* — — — — 470 —
Yukon - — — — 7 —
Northwest Territories 3.5 4.4 4.8 3.3 24 24
Nunavut 20
Total 7045  80L.3 845.6 890.8 3,627 1,541

Note: *Negotiations are underway for a transfer of funds and staff.
Source: HRDC.

In Ontario, unlike Quebec and some western provinces, the government
was less interested in obtaining federal powers but rather was focused on try-
ing to increase federal expenditures on active measures within the province.
Furthermore, the Conservative government of Mike Harris elected in 1995 was
engaged in reducing the size of government which was incongruous with ac-

‘cepting an additional 1,000 civil servants. From the federal perspective, the

fact that nearly all MPs in Ontario are Liberals has caused difficulties. The
Ontario caucus has been very cautious about a potential LMDA because such
an agreement would entail a loss of federal visibility spurring caucus members
to be more active in expressing its views to federal Cabinet than was the case
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with other provinces. The long delay in reaching an agreement in Ontario has
been dysfunctional in that the HRDC field delivery network has lacked strate-
gic leadership and staff have faced a long period of uncertainty.

ASSESSING LABOUR MARKET ADJUSTMENT POLICY

The remainder of this chapter comprises the assessment of the emerging inter-
governmental regime utilizing the evaluation framework outlined in Chapter 1.
The assessment involves comparing the regime being forged by the LMDAs to
what existed previously specifically vis-2-vis impacts on policy goals and out-
comes, democratic values, and federalism principles. This section deals with
policy issues while the next one with federalism and democracy.

The assessment criteria for policy goals and outcomes focus on the im-
plications of the LMDAs with regard to: effectiveness, efficiency, human
development, and portability. Effectiveness refers to the degree to which the
outcomes provide benefits to the Jabour market (essentially unemployed workers
and potential employers). Efficiency is the degree to which duplication, and
other waste, is avoided in the allocation of resources. In other words, the de-
gree to which more outputs could be produced with the same budget.”* Human
development refers to the extent to which opportunities are provided to allow
individuals to develop their potential, Associated with human development goals
is the manner in which these are measured and evaluated as well as the extent
to which outcomes are distributed equitably so that there is equal opportunity
for all clients to benefit. Portability or mobility is the degree to which the
LMDAs hinder or aid geographic mobility including the existence, and adher-
ence to, “national standards” for services and more generally nationwide policy.

Effectiveness and efficiency are assessed first, followed by human de-
velopment (including evaluation and equity), and concluding with portability.
Generally the assessments commence with an analysis of how the LMDAs
attempt to meet specific policy goals and objectives, and then shift to a discussion
of implications and possible pitfalls. The conclusion of the chapter uses the as-
sessments to determine whether the new regime has the potential to fundamentally
alter the five broad historical characteristics of active labor market policy.

Effectiveness and Efficiency

The new regime holds the potential to be more effective than its predecessor as
provinces gain the ability to allocate resources and decide on the mix of services,
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within the limitations of the LMDAs, required by local labour market condi-
tions. In the first instance, it is unlikely that the LMDAs will be less in this
regard since even in the full-transfer provinces, many of the local and regional
decisionmakers remain the same. Furthermore, as discussed below, the elimi-
nation of the block purchase of training from colleges has the potential to ensure
that clients are provided with services that meet their needs, rather than insti-
tutional ones. However, an increase in effectiveness is not gnaranteed in the
new regime. For the potentiai to be achieved numerous pitfalls need to be
avoided. '

The agreements will not alter the distribution of federal resources in
that, for example, HRDC field staff in Quebec were not transferred to New
- Brunswick nor was the allocation of federal funds among provinces altered.
Under the new regime there is no modification to the formula by which HRDC
allocates funds across the provinces. The formula which was used previously
for the UIDU with its 17 variables including average provincial El claims loads,
unemployment rates, projected GDP, and so forth continues to be in force.
Provinces, such as Ontario, that believe the formula is disadvantageous to their
jurisdictions have pressed for revisions and indeed a committee chaired by
Ontario and HRDC has been established to review the current formula. The
agreements allow for a redistribution of program resources within provinces
as they decide on the relative emphasis they wish to place on wages, earnings,
and income subsidies; community projects; loans/grants to individuals; and
experiments with other forms of active labour market policies and programs.

The Employment Insurance Act of 1996 eliminated the use of the block
purchase of training courses effective 30 June 1999 representing the final ex-
ample of the unilateralism inherent in the previous intergovernmental regime.
The federal policy shift was not negotiable under the LMDAs forcing prov-
" inces to accept it. Under block-funding, HRDC entered into contracts with
* éducational and training institutions, often community colleges, to create or
reserve spaces in an existing or new training program for EI recipients who
have an approved return-to-work plan. This system has been replaced by grants
and loans provided directly to individuals, who will then purchase training
courses from institutions such as colleges, private vocational schools, school
* boards, etc, The federal rationale for the policy shift is that it will increase the
effectiveness of programs by requiring institutions to become more responsive
to actual needs; that is, to provide courses based on market demand. As such,
the stories (often, but not always, apocryphal) of groups of unemployed work-
ers being trained to be welders should be eradicated. Many provinces initially



The Eederal-Provincial Labour Mavket Development Agreements 181

opposed this change for a variety of reasons, not the least of which was its
coercive nature. It is difficult for colleges and community-based trainers to
shift courses quickly, thus impacting on their viability.

Some observers have raised the concern that in some provinces the com-
munity colleges will come to play an unduly influential role in the distribution
of funding, notwithstanding the prohibition against block purchases. * In other
words, the colleges will successfully argue to provincial policymakers that
LMDAs’ monies should be spent in provincial institutions, rather than on pri-
vate trainers or industrial training. This is a particular danger in provinces
were colleges dominate the provision of training. The undue reliance on insti-
tutional training within the new policy regime, such as by allowing clients to
only purchase training from public institutions, may prove counterproductive
to effective policies.

In order for the individual purchase of training to be an improvement
over the bulk purchase, individual clients will need to be provided with up-to-
date labour market information and will need to understand the implications
of their training choices. Unfortunately, the weak accountability framework
with its focus on solely obtaining a job means that clients may be steered to-
ward courses that are inexpensive to offer and quickly expanded, such as law

enforcement, but which typically result in low paying and precarious employ-

ment. In other words, unproductive outcomes may arise if policymakers ignore
the fact that training programs are usually most effective in the long term when
expenditures per participant are relatively high. The task for provincial
policymakers will be to remain vigilant for possible dysfunctions — inappro-
priate choices by clients, emphasis on short-term training, and an undue
influence by some training providers — in the new grants and loans program.

Although linking economic development and training policy is a worth-
while objective for the provinces under the new regime, and one that should
increase the effectiveness of active measures, is difficult to accomplish and it
remains uncertain the extent to which it will be attained. Indeed, the provinces
that chose co-management or strategic partnership regimes seem to have con-
cluded that they are unable to improve the effectiveness of these policies by
acting on their own. Furthermore, they wish to retain close linkages to the
federal government with respect to the EI policies that can be attained through
co-management. .

The greater control by provincial governments in program design will
prove effective in most cases. For example, HRDC policies tended to view the
Northwest Territories’ economy as largely a component of the Alberta economy
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and had only two HRDC employment offices in the Territory, The LMDA will
allow the territorial governments to offer more services in rural communities
and to deal with greater sensitivity with the vastly different labour market con-
ditions in the eastern Nunavut territory (high unemployment) and western
territory (low unemployment). However, provinces will have to guard against
centralizing decision-making and leaving field offices unable to react to local
conditions. In contrast to other provinces, Quebec has chosen to fashion a highly
centralized delivery system and this experiment bears watching. '

The new regime means that the federal government may be less inclined
to expand funding for active labour market policies since it reaps less public
benefit from additional services provided by provincial officials. Because the
federal government retains sole control of providing (national) labour market
information it should logically expand this service, although initial signs point
to the opposite. Without a field delivery system in the larger provinces, HRDC
will be under less pressure to provide labour market information to individu-
als, training providers, employers, and others. Labour market information should
be intrinsically linked to labour market policies and program design decisions
for these to be effective and efficient. In fact, timely and accurate information
about the labour market is an essential tool for the provinces to plan and de-
sign effective programs.

Furthermore, the loss of the federal infrastructure in labour market pro-
gramming may result in the federal government becoming less willing to
consider macro level interventions and innovations to encourage training and
labour market adjustment. Such measures might include a general payroll sub-
sidy for firms in high unemployment areas, access to RRSP or RESP funds for
(re)training purposes and others.”” Without federal interest in macro policies,
labour market training activities undertaken by firms and individuals may suf-
fer. In any case, the loss of the federal infrastructure in some provinces can be
expected to have an impact on HRDC's ability to serve groups using CRF funds.
The scope and nature of the post-LMDA federal role in labour market infor-
mation and skills development, as broadly defined, will take some time to
emerge.

Turning now to an assessment of efficiency, duplication has existed in
the past in the active labour market policy domain. For the most part, the du-
plication involved not so much as the same clients being served by different
levels of government, but the existence of two delivery systems. This duplica-
tion will be reduced by the creation of a single delivery structure, especially in
the provinces that have opted for a full transfer of resources. In fact, the initial
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evaluations of the agreements found that in most jurisdictions greater
efficiencies and economies were achieved after the implementation of the
LMDAs.* The new regime also entails some small cost savings in overhead
and the number of senior administrators. The single, less fragmented, struc-
ture should also allow for more finely-tuned responses to local labour market
conditions since its geographic boundaries will be smaller than the entire na-
tion. In the end, there should come to exist fewer, more integrated, and targeted
programs with strong linkages to local social and economic conditions.

In order for such a positive outcome to be reatized provinces will need
to avoid the extremes of centralization and decentralization. If provinces de-
volve insufficient authority to local offices — a danger in some provinces which
have tended to be highly centralized — then they re-create the federal struc-
ture as it existed in the 1970s and 1980s. On the other hand, whole-scale
decentralization of authority will impede labour mobility since each office will
fail to consider the conditions outside its borders. At this time it seems un-
likely that provinces (other than Quebec) will unduly centralize, in large
measure because they are absorbing the decentralized HRDC staff and programs.

An issue of concern, however, is the limited policy capacity of provinces
in view of the expanded mandates they have acquired. For example, in Mani-
toba, 116 HRDC staff positions were absorbed by a department of 70; while in
British Columbia approximately 470 HRDC positions are expected to be ab-
sorbed by a department of 350. Even in a large province such as Ontario, the
transfer of 1,000 HRDC positions will exceed the less than 500 provincial
staff employed in active labour market-related functions. To prepare for such a
reassignment, a new provincial ministry has had to be fashioned. In other prov-
inces major reorganizations of the machinery of government were also required
because of the fragmentation of active labour market policies across several
departments or portfolios. In some provinces, such as New Brunswick, the
sorting out of responsibilities within the provincial public service has proven
to be a thorny problem, The policy deficit of the provinces is not with opera-
tional or delivery policy (since the HRDC local capacity is being transferred)
but with strategic policy including forecasting, policy design, and evaluation.
Since no staff from HRDC headquarters are inciuded in the transfers under the
LMDAs, those provinces opting for full transfer have experienced, at least
initiatly, a deficit in strategic policy capacity.

One consequence of the new regime which could generate greater effi-
ciency is the co-location of federal (EI} offices and provincial offices so as to
provide a range of services to clients. This has been difficult to achieve under
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the previous regime partly because of legislative and regulatory barriers but
also because each level of government wanted to retain a high degree of vis-
ibility for its services. Integrated client service has been given a boost by the
LMDAs with several provinces and territories, inclﬁding Alberta, New Bruns-
wick, Saskatchewan, and the Northwest Territories, deploying or investigating
models of co-location. Co-location also allows federal and provincial officials
to have ongoing contact fostering an informal cooperative culture at the local
level.

There are a variety of co-location models that may emerge, although
initially the co-location of federal income support (EI} and provincial employ-
ment services for EI clients appears most commeoen, Qver time, provinces will
rationalize their delivery structures and more ambitious models can be expected
to arise such as co-locations to serve all the needs of EI and social assistance
clients: both income support and employment services. From the perspective
of clients, co-location may be the most visible example of-collaborative
federalism. In the short term, co-location will be hindered by logistic factors,
such as long-term leases held by both orders of government, different unions
and pay scales, and incompatible information systems.

Defining efficiency in terms of numerical targets of clients served, as is
the case in the LMDAs, is problematic. By imposing numerical targets in the
new regime for: EI clients served, returns to work of EI claimants, and savings
to the EI account, provinces will target programs at the clients most ready to
enter the workforce. Doing so will entail a misallocation of resources since
many of these clients (who will be nearly job ready) are capable of obtaining
work without assistance. The implications of the focus on employment rather
than employability, along with the numerical targets, are examined in detail
later in this section.

In summary, the magnitude of the transfers — and the necessary
reorientation and amalgamation of programs and staff — means that no firm
judgement of the efficiency of the new regime can be made for several years.
Alberta and Quebec are the two provinces most advanced in implementing the
agreements and they will act as bellwethers for the degree to which gains in
both effectiveness and efficiency can be realized. As with effectiveness, there
are grounds to believe that some gains in efficiency will be realized under the
LMDA regime. In particular, a more integrated and streamlined delivery sys-
tem, including co-location, is inherent in the emerging regime.
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Human Development and Evaluation

As indicated in the above discussion of effectiveness and efficiency, the em-
phasis of the LMDAs is on ensuring that EI recipients enter the workforce (or
exit EI) as soon as possible. There is no weight in the accountability frame-
work on ensuring the long-term employability of unemployed workers by
increasing their human capital. Essentially the agreements force provinces to
target clients most ready to enter the workforce, In other words, clients will be
“creamed” and those programs that most quickly cause clients to stop receiv-
ing EI will be deemed “successful.”® The issue is not so much that creaming
will cccur, but rather that it is now imposed and deemed acceptable by the
LMDAs.

A central objective of active labour market policy is to develop the skills
and expertise of the labour force. The agreements, however, posit simplistic
and inadeguate accountability measures in this regard that will prove to be
detrimental to many clients. As noted by the OECD:

‘When national ... management objectives are expressed mainly in terms of quan-
titative targets for regional or local offices, distortions may arise. Objectives
that are omitted from the list of formal targets, perhaps simply because perform-
ance is difficult to quantify accurately — e.g. help to the most disadvantaged....
may increasingly be disregarded. Conversely, regions may direct resources to-
wards measures that maximise measured performance ... while adding relatively
little.®

The selection of a more sophisticated accountability framework would
have included measuring the extent to which the “employability” of clients,
especially those with multiple labour market barriers, had been increased along
with tracking clients once they re-entered the workplace. A worker laid off
from an assembly line where he or she had been earning $21 per hour who,
after re-training, is hired on contract at $8.50 is not differentiated in the ac-
countability framework from an unemployed worker whose earnings double in
a permanent employment position obtained due to a program intervention.

There is already evidence that the average cost and number of long-term
interventions have been declining under the new regime. This is to be expected
since the accountability framework of the new regime is focused on getting
clients into jobs rather than boosting the medium and long-term employability -
of clients. Long-term interventions -last more than a few weeks and involve
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financial assistance to either employers, third parties, or individuals and are
typically directed at clients who face severe labour market barriers. In 1995-
96 the average cost for fong-term interventions was $8,500 but by 1997-98 this
had declined to $7,200 with a further reduction to $6,300 in 1998-99.31

The LMDAs have only three performance measures: {i) the number of
clients to be served by employment benefits and support measures, (ii) the
number of EI clients to return to work, and (iii} savings generated to the EI
account. As already indicated these fail to adequately account for the human
capital dimension inherent in active labour market measures. A prerequisite
for effective and efficient policy is a robust feedback system including targets
to be met, operational monitoring, and formal evaluation, In this regard the
LMDAs are deficient and it remains to be seen whether this shortcoming can
be corrected or whether it will continue to haunt the policy field, resulting not
only in the misallocation of funds and federal-provincial tension, but also in
ill-trained workers who are unable to escape EI dependency for more than
short periods of time.

Effective monitoring of activities and longer term evaluation could com-
pensate for some of the weaknesses and incompleteness of the performance
measures under the new regime. In other words, the performance measures
could remain as they are if complemented by a thorough set of monitoring and
evaluation criteria. For examptle, the EI Commission is required to prepare an
annual report to the HRDC minister which is then tabled in Parliament, There
are, however, significant time lags in the process and the utility of the monitor-
ing function remains unclear. Thus, the annual report to Parliament on the
agreements for the fiscal year April 1998-March 1999 was not to be tabled
until early 2000, which is nearly two years after events that transpired in 1999.%

Moreover, the evaluation component of the LMDAs is inadequate and it
is unclear that it will be of much value unless revised. The agreements call for
joint evaluations {paid for by HRDC) but there is an uneven commitment to
evaluation by the provinces, because historically their labour market programs
have been much smaller than those of HRDC. The history of weak evaluations,
especially by provinces, has been highlighted by the OECD which calied for
more evaluations of policies and programs by the provinces.” Furthermore,
evaluation will become more difficult as policies and programs begin to vary,
perhaps dramatically, from province to province. In any case, it may well be
that conducting comprehensive joint evaluations may prove to be a thorny pro-
cess in some cases since the two levels of governments may have quite different
objectives and agendas.
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The establishment of an accountability framework that is weak arose
from. several sources. First, the more onerous the conditions placed by the fed-
eral government on the provinces in 1996, the less likely they might have been
to enter into LMDAs. This concern now seems unfounded as the provinces
that sought the devolution would not have balked at more sophisticated
measures, and would have pulled the others along. Second, the EI reforms and
LMDAs were conceived at the height of the battle against the deficit which
called for measures that stressed immediate savings rather than human capital
development which would generate savings in the longer term. Third, the his-
torical absence of a public accountability framework for active labour market
measures by the federal government meant that one was required for the new
intergovernmental regime. In this sense, the accountability framework, even if
weak, is an improvement over what existed before.

A final result of the inadequacies of the accountability framework is the
measurement of expenditures by provinces.™® Since the federal government
has no figures on provincial expenditures on training (which is why OECD
statistics capture only federal, active labour market spending) it will be impos-
sible to determine if the LMDASs precipitate a financial substitution effect with
provinces reducing their own spending on active measures. Should this occur,
the LMDAs will have amplified inequalities between different sets of clients
and further impeded the enhancement of human capital. Alternatively, it will
also be difficult to determine if provinces increase spending on active labour
market measures for social assistance recipients and other non-EI clients. This
may come about if provinces come under pressure to provide similar levels of
services to both EI and non-EI clients. The lack of comparable expenditure

- figures is a well-known problem in this field and might have been addressed in

the LMDAs,

The framework decided upon did have the virtues of being simple, easy
to understand, and agreeable to all parties. Many provinces did not wish to be
seen as being held “accountable” to another level of government, that is to
receive program dollars with conditions attached to them. The framework, by
focusing on outcomes-based management and accountability, provided a solu-

. tion acceptable to all and served to focus the efforts of both levels of government

on the same end or result.”

" The question now remains how to ensure that a better accountability
framework emerges. One province, Saskatchewan, has included in its LMDA a
more comprehensive evaluation framework than the others. It includes addi-
tional indicators to measure program effectiveness, including client
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characteristics and long-term savings to both the social assistance program
and EI account, Other provinces may find it helpful to utilize Saskatchewan’s
framework, and HRDC may wish to promote it with other provinces. However,
HRDC will need to be more proactive and systematic in strengthening the
accountability features of the intergovernmental regime. A short-term solution
is to fund extensive national evaluations, rather than relying on province-specific
evaluations. The use of a third-party consultant such as the Social Research
Demonstration Corporation, which is evaluating the British Columbia and New
Brunswick demonstration projects, might mean less provincial opposition than
HRDC-run evaluations. In the longer term, enhancements to the accountability
framework should be a key element on the agenda of both federal and provin-
cial officials. '

The fact that these officials have noted inadequacy of the accountability
framework and the inattention to evaluation issues in the LMDA regime af-
fords some optimism that improvements might be undertaken.® As such, it
may be that accountability can be strengthened by federal and provincial offi-
cials as time proceeds perhaps by adding more indicators at the operational
level to supplement the broad ones stipulated in the agreements, The annual
planning process stipulated under the agreements may be another route to more
extensive accountability measures. However, doubt remains whether there will
be sufficient political and bureaucratic incentives to act or whether, like a cou-
ple in a new marriage, the matter will remain unatténded with the hope that it
will not confound the newly consummated relationship.

Portability

There is little immediate impact on the mobility of workers under the new
regime. The issue remains a concern, but no more than under the previous
regime. In the negotiation process for the LMDAs there was little focus on
national issues, which is not surprising given the bilateral nature of the agree-
ments. Moreover, provinces have shown scant willingness to take the lead in
discussing, or designing, processes to ensure the interprovincial mobility of
workers. The pressures are clearly for each province to “look after its own”
since as a group they have little incentive to develop a system of national skills
accreditation or certtfication. Since federal policies in this area had been mini-
mal, it seems that the status quo remains without the previous ability, which
was itself never utilized, of the federal level to act.
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Having gained responsibility for active labour market policy it seems
doubtful that the provinces, especially Quebec, will now move to dilute those
powers. In negotiating the LMDAs, a more effective federal approach might
have been, for example, to link the transfer of resources to provinces to an
expansion of national standards so that more occupations could be certified
under the Red Seal program (which means acceptance by all provinces) and an
update of apprenticeship. Such an opportunity to entice provinces to work on
national standards is unlikely to arise again soon.

Related to national standards is the issue of pan-Canadian labour mar-
ket policy. The relative lack of national standards suggests that no national
policy has ever existed. A national labour market policy, one assumes, would
have created a more impressive set of countrywide standards than currently
exists. Over the past decades the federal government has responded to focal
conditions (e.g., the lay-off of fishery workers) and to the fiscal situation it
found itself in. Provincial governments are likety to act in the same manner.
As a result, any loss of a “national policy” is in theory only. In any case, the
federal government has reserved the right to act in, yet undefined, pan-Canadian
activities either in response to special labour market problems or situations
that affect the country as whole or a significant area of the country.

The question then becomes one of whether the loss of the potential to
forge a nationwide policy is a positive or negative development. From the van-
tage point of an age of globalization, in a geographically immense but sparsely
populated country, it probably is not a detrimental change. In other words,
active labour market policy does not need to be made at a federal level when

~ global market forces operate in a largely unfettered manner with the ability to

affect local communities, which themselves are quite distinct with regard to
economic and labour market characteristics.

In summary, the impact of the new regime on policy effectiveness and
efficiency can be expected to be generally positive as fragmentation decreases
and provinces learn to integrate policies and programs. However, the focus on
employment rather than employability as well, unless addressed, will fail to
enhance the development of human capital as well as causing a decrease in
redistributive equity. The weak accountability framework further damages the
potential for the new regime to not only foster human capital but also to fash-
ion effective and efficient policies. With regard to mobility the new regime is
essentially neutral while marginally reducing the option for a pan-Canadian
labour market adjustment policy.
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ASSESSING DEMOCRATIC VALUES AND FEDERALISM

This section assesses both the democratic values and federalism dimensions of
the LMDA system. With respect to democratic values the focus is on how the
emerging intergovernmental regime compares to the previous one with respect
to the protection of majorities and minorities, the role of legislators and citi-
zens, and transparency and accountability. The second part of this section
assesses the LMDA regime with regard to the federalism principles: jurisdic-
tional and political sovereignty and intergovernmental processes for conflict
resolution.

Democratic Values

With respect to democratic principles, there is little, if any, impact in the short
and medium term on majority or minority protections. The agreements main-
tain the requirements that services be made available to official language
minorities under specific conditions, Although in some cases, such as with
Quebec, the negotiations over the language of service were extensive, the re-
sults are that there are no changes to clients. Over time, provinces may design
programs that favour one ethnic or linguistic group over another but any such
discrimination, should it come to pass, is some years in the future. The reduc-
tion in federal CRF spending for training means fewer services for designated
groups (women, Native peoples, visible minorities, and people with disabili-
ties), however, the decrease is not a direct function of the new intergovernmental
regime. Nevertheless, the LMDAs contain no provisions that would allow ser-
vices to be provided to individuals who are not EI eligible. This, along with
the reduction of federal spending on training from the CRF, means that groups
who do not qualify for EI are excluded from training funded through the
LMDAs.

The role of both federal and provincial legislators will be reduced under
the LMDAG, as is to be expected under a regime of collaborative federalism. It
is likely that bilateral discussions between federal and provincial officials will
deal with many of the issues and problems that may arise under the new re-
gime. The weak evaluation provisions of the agreements mean that the annual
reports to Parliament or provincial legislatures will contain little useful infor-
mation to make fundamental, hence political, decisions. For federal politicians,
their visibility has been reduced significantly in those provinces in which a
full transfer has occurred. '
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Opportunities for citizen participation will decrease in some regards but
increase in others under the new regime. Prior to the LMDAs, stakeholders
wishing to influence policy, or just access operational staff, could do so reia-
tively simply via HRDC and its single delivery structure for EI clients. Under
the new regime, interest groups organized on a national basis need to navigate
a complex environment in which they must make contact with a variety of
provincial government agencies and sometimes HRDC as well. Furthermore,
the joint-management committees under the agreements will make decisions
and are unlikely to seek formal input from key groups. The Canadian Labour
Force Development Board (CLFDB) might have evolved into a forum for
stakeholders to provide input on a national level but the corporatist board has
now been dismantled. Without the CLFDB there will be less, indeed little,
opportunity for Canadians to have a non-government perspective on labour
market issues. The lack of interest of many provincial governments (with Que-
bec an exception) in corporatist boards further suggests that citizen involvement
at the level of strategic policy is not likely to be a priority under the new regime,

Under the previous regime the federal government and many provinces
sought — however lukewarm the commitment might have been — to involve
some stakeholders in developing policy. Under the new regime, the federal
government has little incentive to seek advice since its role in policy-making
is much reduced, and in any case is focused primarily on ensuring savings to
the EI account. From the viewpoint of a democracy the new regime implies
less involvement from politicians, and less participation by stakeholdcrs and
the general public in setting strategic policy.

It is not an easy task in collaborative or executive federalism to increase
the role of citizens in decision-making around key policy issues. A role for the
CLFDB might have been enshrined in the EI Act or in the LMDAs but this
opportunity is now lost, as is the board itself. It may be possible to constitute
an annual gathering -— hosted by one or more provinces in conjunction with
the federal government — to hear from non-government stakeholders: labour,
business, training providers, and equity and community groups. Such a regular
gathering might also be utilized to address some of the weaknesses in the ac-
countability framework by becoming a forum for evaluation studies and other
reports to be presented and discussed. The drawback of such gatherings, espe-
cially from the perspective of government officials, is that they might result in
expectations by stakeholders that their concerns will be deali with or that the
focus will only be on problems to the exclusion of successes. Nevertheless,
with careful planning and support from the Forum of Labour Market Ministers
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combined with financial aid from HRDC, the benefits of bringing together
governments and key groups will outweigh the difficulties. Without such mecha-
nisms, Canadians will have no organized forum to converse with politicians
and officials on broad labour market policy matters.

At the same time as citizen involvement has decreased with regard to
strategic policy, it has the potential for increased involvement of stakeholders
with regard to operational policies. Many interest groups, including business
and labour, are organized on a province-wide basis, especially in Quebec, and
these now find it easier to deal with their provincial government on training-
related issues. The single delivery structure that has arisen in the full-transfer
provinces is, after an initial period of confusion, providing citizens with a clearer
understanding of which level of government has operational responsibility.

 As discussed in more detail below, the negative aspects of the new re-
gime will become clearer during a period of economic stagnation. If programs
fail to operate effectively in times of high unemployment, then political strife
may arise, especially since the accountability framework is weak. The inabil-
ity of both elected representatives and citizens to become fully engaged under
collaborative models of federalism may make it particularly difficult for new
policies to arise, for example, to address changes to labour market conditions.
Political fights, including charges of incompetence and blame shifting, may
become particularly intense if a province is unable to meet its numerical tar-
gets for clients served and El savings. There are no provisions in agreements
for provinces to easily obtain additional funds, especially at short notice. Given
the slow and inadequate reporting process, policy failures may not become
apparent (especially to citizens and politicians) until these are acute. The re-
suit may be political rhetoric based on relatively little concrete data making it
a complex, if not impossible, task to refute accusations and allegations.

Federalism

With respect to the principles of federalism — respect for jurisdictional and politi-
cal sovereignty and conflict resolution — a number of questions loom large under
the new regime. The agreements do not represent a formal constitutional shift
since they are only administrative in nature. As such, the 1940 constitutional amend-
ment that transferred responsibility for (un)employment insurance to the federal
level remains intact. In the LMDA regime the federal government retains control
over funding levels, eligibility criteria for clients on whom funds can be spent, and
the central aspects of the accountability and evaluation criteria. From a constitutional
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perspective it is not at all clear why the training of adults is a provincial responsi-
bility, but not the training of youth. Indeed, given the constitutional powers granted
to provinces in education, a stronger argument could be made that youth policy is
in the provincial domain, rather than the training of EI recipients (see the chapter
by McBride and Stoyko in this volume).

The LMDAs have generated little, if any, political tensmn between the
two levels of government. There have been no pitched battles over the negotia-
tions or implementation. Any heated debates about political sovereignty will
be postponed until the negotiations start for the next set of agreements (the
current agreements have five-year terms). Indeed, so far the LMDAs have been
negotiated and implemented with a high degree of good will since neither the
provinces nor the federal government wishes to be seen as scuttling the trans-
fer. Many provinces have sought this policy field and thus have a vested interest
in demonstrating they can effectively design and coordinate active labour mar-
ket policy. On the other hand, the federal government made the offer to transfer
and does not wish to appear to be impeding the process it initiated. Finally, the
steadily decreasing unemployment rates have made this an ideal time in which
to decrease spending, refocus programs, and transfer responsibilities.

The LMDA negotiations involved not only crafting the agreements, but
also resolving the multitude of operational issues around the transfer of re-
sources, including information-sharing, co-location, ongoing reporting
relationships, etc. Doing so has generated, among federal and provincial civil
servants, a positive working relationship, good will and a growth of partner-
ships.*” In the provinces with co-management, federal-provincial relationships
have improved (although in these provinces they were generally good to begin
with) as officials from both orders of government work side-by-side. In most
full-transfer provinces the interaction of federal and provincial staff at the lo-
cal level has also become more cooperative than in the past. One cost of
increased collaboration has been the time and energy devoted by officials from
both orders of government to meetings and committees, joint planning, and
related activities. Collaboration has been greatest and easiest to achieve on
operational issues arcund delivering services to clients.

However, the limits of cooperative federalism must eventually be reached.
The current surplus in the EI account has already caused some friction insofar
as provinces want some of the surplus allocated for training and related pro-
grams. When the larger provinces have fully digested the federal resources,
they will make a case for the transfer of additional policies and resources, or
for representation on the EI Commission. In the view of some provinces, overlap
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and duplication continue to exist with respect to programs for non-EI clients,
especially for youth and the disabled which can only be eliminated by further
transfers to the provinces. In some ways the LMDAS could be the “thin edge of
the wedge” in generating pressure for further transfers of responsibility to the
provinces. In provinces, such as Alberta, where federal and provincial offices
are co-locating, there will be long-run pressures for the province to also ad-
minister some aspects of EI. Although there is no evidence of increased
collaboration among provinces, it is possible that this may occur over time as
provinces seek to “gang up” on the federal government. Regardless of future
developments, the option of the federal government taking back responsibili-
ties is extremely unlikely for both political and administrative reasons.

The true test of conflict resolution will arise when unemployment rates
increase and the savings targets in the agreements are not attainable. The re-
strictions in the eligibility for EI stemming from the 1996 reforms will result
in provincial social assistance rolls growing dramatically during the next re-
cession.’® This points to the danger of the new regime for the provinces in that
they provide services but ultimately the federal government, along with macro-
economic conditions, determine the size of the caseload.

In summary, the new regime will be neutral with regard to the protec-
tion of minorities and majorities. However, the role of citizens and legislators
in strategic planning will be significantly reduced under the LMDAs as more
decisions are made by officials and less information is made available to citi-
zens and politicians. Turning to federalism, there has not been substantial change
to jurisdictional or political sovereignty, although the federal government has
lost some ability to determine the mix of services provided to citizens. As
such, the concern of federal bureaucrats and politicians is to determine the
remaining federal role in active labour market policy. To date, conflicts have
been resolved relatively easily (in comparison to past decades) as is to be ex-
pected under collaborative federalism. However, this will not remain the case
when unemployment increases and some provinces press for changes that the
federal government may not wish to accede to. As discussed, in the concluding
section of this chapter, the ability of the new regime to foster a more equal
intergovernmental partnership will be severely tested during the next recession.

CONCLUSIONS

Active labour market policy in Canada has historically faced five conditions
that have made it a formidable policy domain. These, as described at the
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beginning of the chapter, are: insufficient investment by state and private sec-
tors; emphasis on passive rather than active measures; overemphasis on
institutional training; insufficient involvement of business and labour in
decision-making; and lack of federal-provincial coordination along with the
associated friction. To address these conditions, federal and provincial govern-
ments have sought to implement a number of reforms during the past several
decades including the corporatist structures created during the early 1990s to
engage business and labour groups.

A new intergovernmental regime, represcntmg the latest shift in this
policy domain, has now been fashioned by the LMDASs. This regime involves a
significantly expanded role for the provinces in setting policy and delivering
services to Canadians, while concomitantly curtailing the scope of federal ac-
tivities. Such a shift is untested in the Canadian context and the transfer of
several thousand federal civil servanis to the provinces is an extraordinary —
albeit little noticed by the public and media — event. The LMDAs arose from
a complex interaction of conditions including the failures of past innovations,
demands for greater powers on the part of some provinces, and the fiscal pres-
sures facing the state. '

The intergovernmental regime is generally collaborative although to de-
scribe it solely so would be misleading. The fact that some provinces have
full-transfer agreements and others do not imparts a degree of asymmetry to the
current state of affairs in that the degree of collaboration is generally higher in the
co-management provinces but less so in the full-transfer provinces. Finally, the
degree of collaboration on strategic issues, such as eligibility and funding, re-
mains generally low since the federal level retains sole command of these levers.

To understand the implications of the new regime the three broad as-
sessment criteria described in the opening chapter in this volume have been
utilized: policy goals and outcomes, democratic values, and federalism princi-
ples. The results of the assessment indicate that under the new regime the policy
effectiveness and efficiency can be expected to increase compared to the past.
This is not an automatic outcome but requires provinces to avoid policy cen-
tralization, minimize the influence of the colleges, and foster co-location.
Human development, however, may decrease as programs focus on “quick ex-
its” from EI and the inadequate accountability framework makes it impossible
to determine policy alterations that might be required. The new regime can be
expected to generate little gains with regard to national standards and portability,
or more generally pan-Canadian policy, which in any case subsisted at only
low Ievels in the previous reglme
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Democratic values appear as one area in which the LMDAs will have a
sizeable impact. Majority and minority protection remains unchanged in the
new regime; however, the role of legislators and citizens is significantly cur-
tailed as more power flows to officials. The lack of mechanisms for stakeholders
to provide advice, and have input, into strategic labour market policy is prob-
lematic. On the other hand, stakeholder groups have more opportunities for
participation on operational policy in the full-transfer provinces, especially
given the establishment of a single delivery structure in these jurisdictions.
Turisdictional and political sovereignty are not affected to any extent by the
agreements and to date, conflict resolution between the levels of government
has been easier than in the past.

The new regime will have a mixed impact on the five historical condi-
tions under which an active labour market has operated. Some conditions will
be alleviated while others wili deteriorate further under the LMDAs. Specifi-
cally, the new regime does not increase state expenditures nor provide incentives
for the private sector to augment its investments in human capital. In fact, the
opposite is likely to occur since the federal government is unlikely to place a
priority on increasing funds for services from which it gains little public
recognition.

Second, although the new regime itself did not shift the relative empha-
sis of active and passive training, the new EI Act does so somewhat by effectively
curtailing income-support benefits to some groups of unemployed workers.
The shift could, of course, have been more pronounced if accompanied by a
boost in spending on active measures. Third, the new regime diminishes the
overemphasis on institutional training by eliminating direct purchases, although
the magnitude of the benefits to be realized has yet to be determined since the
policy shift was only implemented in mid-1999. Fourth, the new regime pro-
vides fewer opportunities for business and labour groups to become involved
'in policy and program design at the national level, although at the provincial
levels these have increased. Fifth, the new regime has reduced tension in the
federation and this should allow the provinces the opportunity to develop more
coordinated labour market adjustment policies in response to specific condi-
tions. The removal of a major irritant from federal-provincial relations should
allow decisionmakers to focus more intensely on policy matters, and less on

- interjurisdictional relations, thereby generating more effective labour market
adjustment and training programs.

' The implementation of the LMDAs is at a very early stage. Alberta,
which signed the first full-transfer agreement, began its implementation in
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November 1997, while Quebec began in April 1998. As such, the conclusions
from any assessment must be tentative, especially since the asymmetrical na-
ture of the new regime means that outcomes will vary from province to province.
Nevertheless, it can be concluded that some provinces, such as Nova Scotia,
will continue to work closely with the federal government, while others, such
as Quebec, will continue their historic stand. The meetings of the labour mar-
ket ministers and their deputies (after a lapse of several years) suggest that
somewhat greater cooperation among the provinces and between the provinces
and the federal government has begun, although it remains unclear how long it
may persist. At the operational level the degree of collaboration in most prov-
inces has also increased, in part because many former federal officials are now
provincial officials. :

The new collaborative regime is a creature of a particular set of political
and economic conditions: the growth of Quebec nationalism in the wake of the
failure of constitutional agreements; stringent cuts in government expenditures;
and nine years of generally declining unemployment rates. If the economy
remains strong, the emphasis in the new regime on employment rather than
employability of EI recipients may prove to be effective, especially if both
levels of government invest further in active labour market programs.
Policymakers have been exceedingly propitious in the timing of the inter-
governmental shift in that it occurred in the midst of an unusually long economic
expansion. ,

However, when the next economic downturn arrives the new regime will
be severely tested because not only will the demand for services increase as
there are more unemployed workers, but the ability of governments to increase
expenditures will be constrained by decreasing revenue flows.” Provinces will
carry mote of the risk because they will probably fail to meet the targets of
clients returned to work in the LMDAs and at the same time face expanding
social assistance expenditures. The current policies which are focused on cream-
ing and on a quick exit from programs for clients, rather than intensive
(re)training, will prove inappropriate as there will be fewer employment op-
portunities in the economy.

As EI and social assistance rolls balloon, significant strains will surface
on the collaborative model. Provinces will demand more funding for existing
services and perhaps job-creation programs to absorb the unemployed. The
weak accountability and evaluation framework will make it difficult to obtain
sufficient information and intelligence to adjust policies and foster innova-
tions. Provinces that fail to meet the numerical targets may have their funds
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reduced and thus be forced to further emphasize low-cost programs. Such pro-
grams will likely lead to short-term and low-pay employment, rather than
focusing on more intensive (re)training required for the post-industrial
economy.® In other words, the LMDAs have the potential to generate a vi-
cious self-sustaining cycle if targets are not met.

As the opening quote from Lewis Carroll suggests, a challenge of policy
shifts is to attain a sufficiently broad consensus on the direction in which to
proceed. Federal and provincial policymakers have successfully completed a
major shift in intergovernmental regimes with minimal upheaval and disrup-
tion. However, now they must focus their attention on preparing active labour
market policies for more difficult economic times. A failure to do so will result
in dysfunctional programs and a renewal of provincial-federal disputes in this
policy domain.

At the federal level there needs to be a recognition that increasing un-
employment rates will require more funds to flow at relatively short notice to
the provinces under the LMDAs. As for the provinces, they will need to re-
main nimble to quickly reorient and éxpand programs and services during an
economic recession, including secking advice from stakeholders. The degree
to which the collaboration and interdependence of the current regime has pen-
etrated each level of government will determine how these issues are resolved
and the extent to which they might threaten the social union.
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ICurrent and former officials in the federal and provincial governments were
_ interviewed for this chapter. Specifically, officials with Human Resources Develop-
ment Canada (in Ottawa and in the Ontario and Quebec regional offices), and with the
governments of British Columbia, Saskatchewan, Ontario, New Brunswick, and Nova
Scotia. Staff at the library of the Ontario Ministry of Training, Colleges and Universi-
ties, as well as the Canadian Labour Force Development Board, made their resources
available for research. My colleagues on the Queen’s University Institute of Intergov-
ernmental Relations Governance of the Social Union: A Sectoral Approach project —
Harvey Lazar, Tom Mclntosh, Stephen McBride, Gerard Boychuk and Peter Stoyke —
provided helpful advice and guidance on earlier drafts of this paper. Ursule Critoph of
the Canadian Labour Congress and Daniel Buchanan of Sigma-3 Policy Research also
read drafts and supplied vaiuable commentary. A special note of thanks is due to the
October 1999 Ottawa labour market roundtable participants for their observations and
suggestions, especially te those who contributed written comments,



The Federal-Provincial Labour Marker Development Agreements 199

2Harvey Lazar and Tom McIntosh, Federalism, Democracy and Social Policy:
Towards a Sectoral Analysis of the Social Union (Kingston: Institute of Intergovern-
mental Relations, Queen’s University, 1998).

31 have replaced the “redistributive equity” objective proposed by Lazar and
McIntosh with “effectiveness.” To me effectiveness better captures the sense that ac-
tive labour market policy must allocate resources so as to bring about a variety of
effective outcomes. As well, I have incorporated the “social equity” criterion in the
discussion of human development since for active labour market policy questions about
human (capital) development are intimately tied to equality of access and of
opportunity.

4See, among others, Stefan Dupré et al., Federalism and Policy Development:
The Case Study of Adult Occupational Training in Ontario (Toronto: University of
Toronto Press, 1973); Craig McFadyen, “State, Society and the Development of Ac-
tive Labour Market Policy in Canada: The Case of the Canadian Jobs Strategy,”
unpublished PhD dissertation, Department of Political Science, University of Toronto,
1994; Stephen McBride, “The Political Economy of Ontario’s Labour Markei Policy,”
in Continuities and Discontinuities: The Political Economy of Social Welfare and La-
bour Market Policy in Canada, ed. Andrew Johnson, Stephen McBride and Patrick
Smith (Toronto: University of Toronto Press, 1994}, pp. 268-90; Rodney Haddow,
“Federalism and Training Policy in Canada: Institutional Barriers to Economic Ad-
justment,” in New Trends in Canadian Federalism, cd. Francois Rocher and Miriam
Smith (Peterborough, ON: Broadview Press, 1995), pp. 338-68; Rodney Haddow,
“Canada’s Experiment with Labour Market Neocorporatism” in Labour Market Po-
larization and Social Policy Reform, ed. Keith G. Banting and Charles M. Beach
(Kingston: School of Policy Studies, Queen’s University and McGill-Queen’s Uni-
versity Press, 1995), pp. 205-32.

5Andrew Bemstein and Michael J. Trebilcock, Labour Market Training and
Retraining (Toronto: Centre for the Study of State and Market, Faculty of Law, Uni-
versity of Toronto, 1996).

Tax policies could also be included in the definition. However, in Canada there
are no significant tax policies aimed at mobilizing the labour supply.

8Qrganization for Economic Cooperation and Development, Historical Statis-
tics, 1960-1994 (Paris; OECD, 1996).

’ "Noah M. Meltz, “The Evolution of Worker Training: The Canadian Experi-
ence,” in New Developments in Worker Training: A Legacy for the 1990’s, Industrial
Relations Research Association Series (Madison, WI: Industrial Relations Research
Association 1990), pp. 283-307; and Roderic Beaujot, Population Change in Canada:
The Challenges of Policy Adaptation (Toronto: McClelland & Stewart, 1991).

8J.W.P. Veugelers and Thomas R. Klassen “Continuity and Change in Cana-
da’s Unemployment-Immigration Linkage,” Canadian Journal of Sociology

-19,3(1994):351-69. _

9Freda Hawkins, Canada and Immigration: Public Policy and Public Concern,
2d ed. (Kingston and Montreal: McGill-Queen’s University Press, 1988).



200  Thomas R. Klassen

_ YA nthony Giles, “Canadian Labour Market Policy and Flexible Employment
Systems,” in Flexibility and Labour Markets in Canada and the United States, ed.
G. Laflamme et al. (Geneva: International Institute for Labour Studies, International
Labour Organisation, 1989), p. 241.

"G, Schmid and K. Schomann, “Institutional Choice and Flexible Coordina-
tion: A Socioeconomic Evaluation of Labor Market Policy in Europe,” in Labor Market
Institutions in Europe: A Socioeconomic Evaluation of Performance, ed, G. Schmid
(Armonk, NY: M.E. Sharpe, 1994}, p. 30, Figure 1.8; Robert M. Campbell, “The Con-
servatives and the Unemployed,” in How Ottawa Spends 1992-93: The Politics of
Competitiveness, ed. Frances Abele (Ottawa: Carleton University Press, 1992), p. 27,
Table 2.1.

20rganization for Economic Cooperation and Development, Employment
Outlook, July 1993 (Paris: OECD, 1993), p. 42, Chart 2.2; John Richards, Retooling
the Welfare State: What's Right, What's Wrong, What's to be Done (Toronto: C.D.
Howe Institute, 1997) suggests that Canada’s ranking on spending on active measures
might have been even lower than indicated by OECD figures since the OECD compi-
lation omits social assistance programs (which are comparatively generous in Canada).

30rganization for Economic Cooperation and Development, Human Capital
Investment: An International Comparison (Paris: OECD,1998), Table 3.1, Tt should
be noted that OECD figures for Canada exclude provincial expenditures.

YQrganization for Economic Cooperation and Development, Employment Out-
look, 1992 (Paris: OECD, 1992), p. 81, Table 2.14,

BTames O’ Connor, The Fiscal Crisis of the State (New York: St. Martin’s Press,
1973), p. 112.

16Kirsten S. Wever, Negotiating Competitiveness: Employment Relations and
Organizational Innovation in Germany and the United States (Boston: Harvard Busi-
ness School Press,1995), p. 101,

"Rodney Haddow, “Federalism and Training Policy in Canada: Institutional
Barriers to Economic Adjustment,” in New Trends in Canadian Federalism, ed. Frangois
Rocher and Miriam Smith (Peterborough, ON: Broadview Press, 1995), p. 340.

¥Craig W. Riddell, “Labour-Management Cooperation in Canada: An Over-
view,” in Labour-Management in Canada, ed. C.W. Riddell (Toronto: University of
Toronto Press, 1986), pp. 1-56.

19 Advisory Council on Adjustment (Jean de Grandpré, chair), Adjusting to Win
(Ottawa: Supply and Services Canada, 1989), p. xviii.

2Noah M. Meltz, “The Evolution of Worker Training: The Canadian Experi-
cnce,” in New Developments in Worker Training: A Legacy for the 1990’s, p. 284,

2IDavid A. Wolfe and Armine Yalnizyan, Target on Training: Meeting Work-
er’s Needs in a Changing Economy (Toronto: Social Planning Council of Metropolitan

~ Toronto, 1989}, p. iii.

Gor example, in 1967, Ontario Minister of Education Bill Davis, in announc-
ing the creation of the community colleges, remarked in the Ontario Legislature:



The Federal-Provincial Labour Mavket Development Agreements 201

“Further, we have over the years developed reasonably satisfactory financial working
arrangements with the federal government authorities in the field of technical educa-
tion and trade training, and we plan to take full advantage of these financial
arrangements for our new Colleges of Applied Arts and Technology (Ontario Depart-
ment of Education.” Colleges of Applied Arts and Technology: Basic Documents,
statement in the Legislature by William Davis introducing the colleges of applied arts
and technology, 21 May 1963, Toronto: Queen’s Printer, 1967), p. 15.

23W.R. Dymond, Training for Ontario’s Future: Report of the Task Force on
Industrial Training (W.R. Dymond, chair), (Toronto: Ministry of Colleges and Uni-
versities, 1973}, pp. 100-08. ‘

24Canada. Employment and Immigration, Canada Labour Market Development
in the 1980's: Report of the Task Force on Labour Market Development (Ottawa: Sup-
ply and Services Canada, 1981), p. 205,

25Michael J. Prince and James I. Rice, “The Canadian Jobs Strategy: Supply
Side Social Policy,” in How Ottawa Spends 1989-90: The Buck Stops Where? ed.
Kathermﬁe A. Graham (Ottawa: Carleton University Press, 1989), p. 273. '

Tbid.

2"Human Resources Development Canada (HRDC), Federal-Provincial Agree-
ment to Enhance the Employability of Soctal Asszstance Recipients (Ottawa: Supply
and Services Canada, 1994).

28Winston Li et al. When Financial Incentives Encourage Work (Ottawa: So-
cial Research and Demonstration Corporation, 1998); and Howard Bloom et al.,
Implementing the Earnings Supplement Project: A Test of a Re-employment Incentive
(Ottawa: Social Research and Demenstration Corporation, 1997).

2phillipe Schmitter, “Still the Century of Corporatism?” in The New Corpo-
ratism: Social-Political Structures in the Iberian World, ed. Frederick B. Pike and
Thomas Stritch (Notre Dame: University of Notre Dame Press, 1974), pp. 853-131.

305 J. Prais, Productivity, Education and Training: An International Perspec-
tive (London: Cambridge University Press, 1995), p. 41, Table 2.5.

M Thomas J. Courchene, Social Canada in the Millennium: Reform Impera-
tives and Restructuring Principles (Toroato: C.D. Howe Institute, 1994},

32In Ontario, discussions about establishing such a board had been underway
since 1989, See Thomas R. Klassen, Precarious Values: Organizations, Politics and
Labour Market Policy in Ontario (Kingston: School of Policy Studies, Queen’s Uni-
versity and McGill-Queen’s University Press, 2000).

338ee Klassen, Precarious Values, and McFadyen, “State, Society and the De-
velopment of Active Labour Market Policy in Canada.”

MHouse of Commons Standing Committee on Human Resources Development,
Security, Opportunities and Fairness: Canadions Renewing their Social Programs
(Minutes of Proceeding and Evidence of the Standing Committee, First Session of the
Thirty-fifth Parliament, 1994), pp. 286-92,



202 Themas R. Kiassen

$Human Resource Development Canada (HRDC), “Government of Canada
Offers Provinces and Territories Responsibility for Active Employment Measures,”
Press Release Ottawa, 30 May 1996.

36During 1990 the percentage of Quebec voters expressing support for Quebec
independence exceeded 50 percent for the first time since polisters began the question
in the 1960s. See Marc V. Levine, “Canada and the Challenge of the Quebec Inde-
pendence Movement,” in Global Convulsions; Race, Ethnicity, and Nationalism at
the End of the Twentieth Century, ed. Winston A. van Horne (Albany: State University
of New York Press, 1997), p, 325, Table 16.1.

37Stephen McBride, Not Working: State, Unemployment, and Neo-Conserva-
tism in Canada (Toronto: University of Toronto Press, 1992).

38John Shields and B. Mitchell Evans, Shrinking the State: Globalization and
Public Administration “Reform” (Halifax: Fernwood Publishing, 1998).

- 3%For a more detailed review of the decreases in federal expenditures on active
policies see Rodney Haddow, “How Ottawa Shrivels: Ottawa’s Declining Role in Ac-
tive Labour Market Policy,” in How Ottawa Spends 1998-99 — Balancing Act: The
Post-Deficit Mandate, ed. Leslie A. Pal (Toronto: Oxford University Press, 1998),
pp- 99-126.

40Herman Bakvis, “Shrinking the House of HRIF: Program Review and the
Department of Human Resources Development,” in How Ottawa Spends 1996-97:
Life Under the Knife, ed. Gene Swimmer (Ottawa: Carleton University Press, 1996),
pp. 133-70.

4IK1assen, Precarious Values.

“2Courchene, Social Canada in the Millennium, p. 234, Table 2.

“3The term “province” is used to refer to both provinces and territories. The
more easily understood term “transfer,” rather than the more technically accurate term
“contribution,” is used to describe the flow of funds from the federal government to
provincial governments.

4Klassen, Precarious Values.

43 Aaron Wildavsky, Speaking Truth to Power: The Art and Craft of Policy Analy-
sis (Boston: Little, Brown and Company, 1979}, pp. 367-70.

46Herman Bakvis, “Federalism, New Public Management, and Labour-Market
Development,” in Canada: The State of the Federation 1996, ed. D. Brown and P.
Fafard (Kingston: Institute of Intergovernmental Relations, Queen’s Untversity, 1996),
pp. 135-65. :

#Mark J. Harcourt, “Unemployment Reduction in Canada: Lessons from Ja-
pan and Sweden,” Relations Industrielles/Industrial Relations 51,1(1996):177-201.

“8Human Resources Development Canada (HRDC), 1999 Employment Insur-
anice Monitoring and Assessment Report {Ottawa:Supply and Services Canada, 2000),
pp- 31-32. :
' #Creaming” involves the selection only of clients who are most prepared to
obtain a job. Creaming is inefficient in that many of those clients would have obtained
work without any intervention. '



The Federal-Provincial Labour Market Development Agreements 203

300rganization for Economic Cooperation and Development, Employment
Outlook, July 1995 (Paris: OECD, 1995), p. 112.

SHuman Resources Development Canada (HRDC), 1998 Employment Insur-
ance Monitoring and Assessment Report (Ottawa: Supply and Services Canada, 1999).

Ibid.

330rganization for Economic Cooperation and Development, Implementing the
OECD Jobs Strategy: Member Countries' Experience (Paris: OECD, 1997), p. 88,
Tahle 26.

331 am indebted to Peter Stoyko for raising this matter,

3Tim Armstrong and Donald G. Lenihan, From Controlling to Collaborating:
When Governments Want to be Pariners, Report on the Collaborative Partnerships
Project, New Directions No. 3 (Toronto: Institute of Public Administration of Canada,
1998).

Thid., p. 43.

STHRDC, 1999 Employment Insurance Monitoring, p. 32.

581n Ontario, during the recession of the earty 1990s, the number of individu-
als classified as “employable” who were on social assistance increased nearly five-fold
over two years to 240,000 cases. See Thomas R. Klassen and Daniel Buchanan, “Get-
ting it Backward?: Economy and Welfare from 1983-95,” Canadian Public Policy/
Analyse de Politigues 23, 3(1997):333-38.

*This characteristic makes labour market adjustment different from policy
fields such as health care where an economic recession does not result in concomitant
increases in the demand or cost of services.

%Gordon Betcherman, Kathryn McMullin and Katie Davidman, Training for
the New Economy: A Synthesis Report (Ottawa; Canadian Policy Research Networks,
1998). ' -



5

YOUTH AND THE SOCIAL UNION:
INTERGOVERNMENTAL RELATIONS,
YOUTH UNEMPLOYMENT AND
SCHOOL-TO-WORK TRANSITIONS

Stephen McBride and Peter Stoyko

INTRODUCTION

One of the standard texts in Canadian public policy analysis suggests that policy
is the outcome of a complex interplay amongst ideas, structures, and processes.'
This approach is clearly reflected in the methodology developed for this project
(see Chapter 1) and has informed our study, which is focused on institutional
structures governing youth employment policies — an area that is somewhat
neglected in the academic literature,

In particular, we have drawn thie conclusion that durable structures or
institutions must be capable of permitting different policy paradigms to find
expression in different time periods. Institutions should facilitate, rather than
determine social and politicai choices. Consequently, we are hesitant to sug-
gest that institutions be shaped in ways conducive to implementing the presently
prevailing policy paradigm, but that might serve as an obstacle to the imple-
mentation of an alternative paradigm, should one emerge in the future. There
ig virtve in a flexible federalism in which an important role obtains for both
orders of government and in which cooperative engagement is seen as more
beneficial than divorce or disentanglement. -
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We begin by highlighting the evolution of policy thinking about sub-
jects like unemployment, particularly youth unemployment. We then assess
the difficult labour market conditions that young people face today, and move
on to a description and analysis of current initiatives that address these prob-
lems. Existing programs are evaluated in terms of a number of criteria suggested
by the project methodology. We conclude that while performance is less than
optimumm, this is not primarily attributable to the intergovernmental regime. As
a result, radical changes in that regime are unnecessary and may be counter-
productive in the long term. A number of principles are advanced for incremental
improvement of the intergovernmental regime. '

CONTEXT

Until quite recently in democratic capitalist societies, the conventional wis-
dom of economic policy and economic analysis included the perception that
high or full-employment should be the top priority of governments. It was held
that this could be achieved without unacceptable levels of state intervention by
an activist government acting on the demand side of the economy. Monetary
and fiscal policy were the chief instruments of this economic policy blueprint.
The construction of an adequately funded welfare state system, and automatic
stabilizers like unemployment insurance, in the eveat the economy underwent
a recession, were other components of the public policy system that emerged
to pursue the full-employment goal.?

Erom the 1960s, concerns began to mount that some of Canada’s unem-
ployment was attributable to supply-side factors, rather than inadequate demand,

- the standard Keynesian interpretation. The new view of unemployment led to

the supplementary use of instruments like regional and labour market policy.
Although Keynesian economics concentrated on demand deficiency as the over-
riding explanation for unemployment, there was also openness to experimenting
with other types of government intervention to eliminate structural unemploy-
ment. In those days, discussions of labour market policy, including issues of
youth unemployment and school-to-work transitions, took place in a discur-
sive environment that contemplated a greater degree of state involvement than
now. Moreover, both demand- and supply-side intervention were seen as part
of the solution to labour market problems. '

Mere mention of that Keynesian era, which conclusively ended in Canada
sometime in the early 1980s, serves to highlight what a difference 15 years can
make.® Today, the economics profession has an entirely different conventional
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wisdom; and public policy uses different instruments to achieve different goals.
The revolution in economic and policy thinking, from Keynesianism to neo-
liberalism, has been accompanied by policies designed to shrink and/or redefine
the role of the state, to liberate market forces from political interference, and
to free people from dependency on state-provided social policies.* The changed
orientation has included a focus on balanced budgets, anti-inflationary mea-
sures, deregulation and privatization, and, as far as labour markets are
concerned, on various supply-side initiatives intended to encourage the opera-
tion of the market and accept its distributive outcomes rather than, as formerly,
to modify its results.

These transitions have been accompanied by a new set of intergovern-
mental tensions. Scarcity of financial resources has led jurisdictions to off-load
the burden of program financing from the federal to provincial governments
and from provincial governments down to the local level. The complexities of
fiscal federalism make it difficult for citizens to locate where responsibility
lies. This creates an accountability vacuum that encourages blame-avoidance
and credit claiming. It also increases the potential for a politics of sauve gui
peut, in which each jurisdiction attempts to defend existing positions of ad-
vantage combined with a politics of jealousy in which officials harbour
suspicions that others are receiving better deals.’

Moreover, the administrative boundaries between the state and the mar-
ket are becoming blurred as governments make extensive use of serial short-term
contracts and inducements with a diffuse network of private subcontractors: a
situation some label the “contract state.”® These networks are less likely to be
confined to neat jurisdictional boundaries and thus increase the potential for

~ intergovernmental disputes over turf.

Whether this great transformation in the conduct of public policy was
the product of changed circumstances that dictated a different role for the state,
or was the choice of particular social forces that fought an intensely ideologi-
cal battle to displace the old policy paradigm and install a new one, need not
detain us at this point. We might note, however, that the data summarized in
Table 1 indicates that the new approach has not been overly successful in la-
bour market terms.

The institutional context of labour market policy-making is character-
ized by executive dominance and repeated failure to establish neo-corporatist
policy structures that would integrate business, labour, and other social actors
into labour market policy-making.” Active labour market policy under the Lib-
erals has been depicted as a tale in which “the financial and constitutional
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TABLE 1
Labour Marketr Conditons, 1978-1998

Tear Unemployment Participation Employment Part-Time
Rate Rate Rate Employment
1978 84 63.1 57.9 ' 13.3
1979 7.5 64.0 59.2 13.8
1980 7.5 64.6 59.7 144
1981 7.6 65.3 60.4 14.9
1982 11.0 64.7 57.5 15.9
1983 11.% 64.9 57.1 16.8
1984 11.3 65.3 57.9 16.8
1985 10.5 65.8 58.9 17.0
1986 9.6 66.3 59.9 16.9
1987 89 66.7 60.8 16.6
1988 7.8 67.2 62.0 16.8
1989 7.5 67.5 62.4 16.6
1990 8.1 67.3 619 17.0
1991 10.4 '66.7 59.8 18.1
1992 11.3 65.9 58.4 18.5
1693 11.2 65.5 -+ 582 19.1
1994 10.4 65.3 58.5 18.8
1995 9.5 64.8 58.6 18.6
1996 9.7 64.9 58.6 18.9
1997 9.2 64.8 58.9 19.0
1998 8.3 65.1 59.7 18.7

Source: Statistics Canada, Historscal Labour Force Statistics, Cat. No. 71-201 (Ottawa:
Supply and Services Canada, 1998).

conjuncture faced during its first term led to the effective emasculation of fed-
| eral capacity in this field.”® The Quebec issue in particular pushed labour market
| policy in a devolutionary direction. From a federal vantage point, labour mar-
| ket policy was a logical candidate for devolution given the strategy of devolving
powers to assuage the threat of Quebec separatism.® It has been argued that
| neo-liberalism has had a decentralizing thrust in the North American context.!®
More generally, it has been observed that those who prefer market mechanisms
to those of the state will see decentralization as likely in most cases to mean
“less government in general and less redistributive activity in particular.”!! In
this sense the constitutional strategy currently being apphed and the broader
neo-liberal agenda fit together qulte well.1?
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The evolution of Canadian labour market policy falls into four broad
periods: a period of rather limited activity which lasted until the mid-1960s; a
period of increased state intervention, in which programs multiplied, that lasted
through the late 1980s; an attempt at creating neo-corporatist training in the
name of achieving a high value-added competitive economy from the late 1980s
to the mid-1990s; and labour market deregulation which is the current approach.
The role for the state and the intergovernmental relations involved in each of
these stages were different. What is important for present purposes is that
broader institutional structures were sufficiently flexible to permit the imple-
mentation of different policy paradigms.

In discussing alternative regime types, therefore, an historical view of
the policy area suggests that sufficient flexibility in federal arrangements should
remain to ensure that the policy implications of future paradigms or approaches
should not be foreclosed institutionally. This is especially important because
the current paradigm has not been notably successful and its longevity is
uncertain.

Until recently the active components of labour market policy were un-
derpinned by a relatively generous system of unemployment insurance — one
that was often criticized for its generosity and passivity.”® The 1990s have
seen federal withdrawal from the training sphere and a radical restructuring of
the Unemployment Insurance system. In terms of cushioning individuals from
the effects of unemployment it is now a pale image of its predecessor.'* At the
same time responsibility for active employment measures was transferred to
the provinces.

The term “active labour market policy” has been redefined in recent
years to reflect the assumptions of the dominant neo-liberal paradigm. Ini- -
tially, active labour market policy was associated with the emergence of late
Keynesian views of the economy which were still committed to the goal of
high and stable levels of employment, the Canadian formulation that was func-
tionally equivalent to full-employment pledges elsewhere. Late Keynesianism
began to emphasize structural unemployment, as opposed to cyclical fluctua-
tions in the demand for labour, and the undesirable inflationary consequences
of running the economy at very high levels of demand. Both concerns led to-
ward “active labour market policy.” Such a policy would contribute to the
containment of inflation by enabling aggregate demand to be held at less than
full-employment levels while mopping up the resultant unemployment with
training programs to equip unemployed workers with useful and marketable
skills. Ideally, arotating portion of the labour force would always be undergoing
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training, thus achieving the goal of continuous skill upgrading, that would con-
tribute to efficiency and competitiveness. The skilled workers produced would
ensure that “bottlenecks” in the supply of certain types of labour did not de-
velop. This would reduce inflationary pressures. The existence of a pool of
trainees would similarly reduce pressures on demand. The increased produc-
tivity of a highly trained workforce meant, theoretically, that the context could
be one of a high wage but low inflation economy. The belief was widespread
that structural unemployment increased in the 1960s and 1970s and that it was
not susceptible to demand-side solutions of the Keynesians. Supply-side poli-
cies such as training and relocation could, however, contribute to a full-
employment solution,

The current market-oriented paradigm has promoted a different type of
active labour market policy, stripping away the supports or, in the parlance of
neo-liberals, work disincentives that protected individuals from the vagaries
of the labour market, or enabled subsistence outside it. The aim is to make
labour markets function more like markets for commodities. Broad framework
policies were targeted at inflation control. With inflation under control, unem-
ployment was expected to gravitate to its “natural” level, Later, the inflation
goal was displaced by deficit reduction and the need to enhance competitiveness.

Full-employment is not an objective of neo-liberal framework policies
uniess it is defined arbitrarily as being equal to the natural rate of unemploy-
ment.'* Some role exists for labour market policy in encouraging the labour
market to function efficiently, thus producing an actual unemployment rate
that is at or close to the natural level or perhaps even lowering the natural rate
itself.”” Examples of such market-enhancing measures might include provid-
ing information, assisting the geographical mobility of the workforce, providing
assistance to specific groups who find it difficult to participate in the labour
market and, possibly, providing training and retraining for workers affected by
structural economic changes. Information, mobility, and providing work-
experience are all hallmarks of the current approach to youth employment
programming. ‘

The neo-liberal approach to the labour market favours a restrictive ap-
proach to trade unions and collective bargaining, and to the provision of
unemployment benefits.® These are seen as impediments to the efficient func-
tioning of the labour market and as driving the actual unemployment rate above
its natural fevel. Policies designed to eliminate or restrict these and other mar-
ket-challenging institutions, and to enhance the attachment of individuals to
the labour market and their dependency upon it have served to redefine the
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term-*‘active labour market policy.” Nowadays the term describes the integra-
tion of social policy with labour market policy, including various training and
workfare and work experience programs. The stated aim is to decrease indi-
viduals’ dependence upon the state. In practice this means an increased
dependence upon the market. _

The Organization for Economic Cooperation and Development (OECD)
is a leading advocate of neo-liberal labour market policies, In its Jobs Study,"
it outlined a wide-ranging set of policy recommendations that it claimed would
reduce unemployment, raise employment, and increase productivity. Subse-
quently,? it has sought to track member states’ implementation of the Jobs
Study recommendations. Canada is a Jobs Study complier,? indicating adher-
ence to the neo-liberal paradigm. This has influenced policy design in all facets
of the labour market portfolio.

The OECD Jobs Study had two complementary components: one that is
focused on skills development and investment in human capital as a route to
high wages, and high value-added production; and a second component designed
to encourage low-wage employment.? Far from being competing strategies
these were, in fact, complementary.” Policies associated with human capital
development include educational reforms designed to make the system more
responsive to the needs of a competitive economy such as a greater access to
education — including postsecondary education — improving school-to-work
transitions through co-op education, supplying internships and youth appren-
ticeships, providing more effective counselling, and distributing essential
information.

Encouragement of low-wage employment is achieved by policies such
as reducing payroll taxes; reducing the minimum wage, either in nominal or
real terms; reducing Unemployment Insurance coverage and benefits in order
to increase incentives to find work; creating welfare-to-work schemes involy-
ing low-end training and work experience; encouraging self-employment and
entrepreneurship among young people; and providing work-experience pro-

grams for those not going on to postsecondary education, In most provinces

there has been an attempt create an integrated strategy between labour market,
education, and social welfare policy, generally in ways consistent with the preva-
lent neo-liberal paradigm.

For example, there has been a change in education policy toward culti-
vating skill-sets that cater to helping young people become more “job ready.”
This approach stresses applied studies and training, scientific and technologi-
cal fields, and, at the primary and secondary levels, core skills {the “3 Rs”). In
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many provinces, formal attempts to reform education policy have created policy
agendas that list these as the new priorities. It remains to be seen whether
these fields do, in fact, provide such advantages, particularly since many seg-
ments of the workplace management community have stated that they prefer
workers with sophisticated problem-solving abilities, with creativity, and who
are socially well-rounded. These are a set of attributes one normally associates
with a more comprehensive approach to education. Nonetheless, this has im-
plications-for human and citizen development and, as a policy program, a
superficial political appeal.

Likewise, social welfare policy has made a shift toward what is widely
referred to as a “welfare-to-work” approach to those deemed unduly depen-
dent on government transfers and social services, Participation is increasingly
mandatory: part carrot, part stick. The carrot is improved access to supply-side
active labour market measures {the so-called integration of passive and active
labour market measures). The stick is a reduction in the generosity of benefits.

Measures taken to develop human capital have run afoul of other gov-
ernmental imperatives — federal expenditure reduction has adversely affected
funding for postsecondary education with the result that tuition fees, except in
British Columbia and Quebec have risen significantly.* Similarly, enlarging
the pool of low-skilled labour to encourage low-waged employment seems
predicated on acceptance of growing inequality in Canadian society.”

Within this context, there is a shift in policy discourse surrounding the
welfare state toward focusing state support on individuals early in their life-
cycle (children or youth) instead of supporting prime-age individuals who are
increasingly considered responsible for their plight and better able to exercise
self-sufficiency. Part of the rationale for this is, given fiscal restraint, it is more
desirable to target benefits toward those considered most in need but least re-
sponsible for their condition. For example, in popular discourse, there is
relatively less attention paid to helping poor individuals or families (it has
actually become politically popular to campaign against them in recent years),
but a great deal of attention has been paid to helping poor children, as if they
are separable from their family unit. Youth generally fall within this frame-
work, which is another explanation of why youth unemployment has come to
enjoy a high profile.

Figure 1 shows that youth as a percentage of total population has been
shrinking. Whatever the reasons for the decline in labour force participation of
young people after 1989, or their declining employment rate, also shown in
Figure 1, demography is not one of them. It is noteworthy that a lower percent-



FIGURE 1
Youth Population, Employment and Labour Force Participation Rates
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age of young people were working in 1997 than at any time in the previous 20
years. Intuitively, shortage of jobs rather than an excess of young people would
seem to be the reason. Figure 2 shows that of the decreased percentage of
young people who are working, fewer are working full-time. The labour force
patticipation of young people was genefally above the national average until,
in the recession of the 1990s, it plummeted by about ten percentage points,
before recovering somewhat in 1997. If we assume that the 1989 labour force
participation rate represents the high peint of the number of young people
wanting work if labour market conditions were good, it follows that 6 to 10
percent of the youth population dropped out in the 1990s, depending on the

TABLE 2
Youth Unemployment Rate (%}, 1978-1998

Year National Rate Youth Rute*
1978 84 14.4
1979 7.5 12.8
1980 75 13.1
1981 7.6 : 13.1
1982 11.0 18.6
1983 119 19.7
1984 11.3 17.7
1985 . 10.5 16.3
1986 9.6 15.0
1987 89 135
1988 78 11.9
1989 7.5 11.2
1990 8.1 127
1991 104 16.2
1992 ' 11.3 17.8
1993 11.2 17.7
1994 10.4 16.5
1995 9.5 15.6
1996 9.7 16.1
1997 9.2 16.7
1998 83 15.2

Note: *Youths defined as those aged 15-24.

Source: Statistics Canada, Historical Labour Force Statistics, Cat. No. 71-201 (Ottawa:
Supply and Services Canada, 1998). :
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year. This group is not counted as being unemployed since they are no longer
in the labour market.

The youth unemployment rate (see Table 2) underrepresents youth un-
employment by at least this margin of “discouraged” young workers — the
ones who dropped out of the labour market because they believed that there
was no work to be had. Youth unemployment is consistently above the national
average rate, and while the size of the gap fluctuates, it was about as large in
the late 1990s’ “recovery” as it was in the middle of the 1980s’ recession.

The real unemployment rate is higher in the case of both national and
youth rates though arguably the volatility of youth labour force attachment is
greater. Hence, in depressed labour market conditions, a higher proportion of
young people leave the labour market. Based on the peak of youth labour force
participation in 1989-90 an official youth unemployment rate of 16 to 17 per-
cent in 1997 translates into a much higher real rate today.

Nor does this figure include young part-time workers who are working
part-time involuntarily because they cannot find full-time work. About 26 per-
cent of young workers work part-time “involuntarily.” That number, of
underemployed youth, is about 10 percent of the youth labour force. That fig-
ure itself understates the extent of underemployment since it does not include
those voluntary part-time workers who would like more hours even though
they prefer to work part-time, or what might be termed “discouraged involun-
tary part-time workers” — part-timers who no longer identify themselves as
wanting full-time work because they believe it is unattainable.?® Figure 3 indi-

cates that pari-time work is much more common, and growing more common,
among young people than the population as a whole.

These indicators demonstrate the very difficult labour market conditions
under which young people operate. Associated with these labour market con-
ditions are a variety of social ills.”” The major economic effect of depressed
labour market conditions for young people is poorer earnings than those of
similar age cohorts in earlier times. For males in particular, recent evidence
suggests that each successive cohort has experienced decreased average earn-
ings % and, between the mid-1980s and mid-1990s the real median income for
youth fell by about 23 percent.?

- In summary, this section highlights a number of themes that will recur
thronghout the chapter. First, a unique set of challenges prevent youth from
participating to their full potential in labour markets and democratic decision-
making to their full potential. The simple fact that youth face daunting
challenges is a necessary, but not sufficient, condition to cause policymakers
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FIGURE 3
Part-Time Employment Rates, 1979-1998
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to take special notice. Thus, the second theme is the recognition that youth
have become a policy priority for a variety of reasons — reasons that are not
altogether consistent, leading to policies that sometimes operate at cross-
purposes. Third, not all approaches to policy enjoy the spotlight, nor do all
segments of the youth cohort. Certain assumptions and types of policy, those
of neo-liberalism in particular, have come to dominate conventional wisdom
and policy formation, despite their often disappointing track record. The last
theme is the way in which these characteristics of youth employment policy
conspire to make intergovernmental relations a highly complex and conten-
tious process.

TYPES OF YOUTH PROGRAMS

There are boundary problems in discussing “youth employment policy.” Any
labour market policy designed to generate employment opportunities for youth
and graduating students, or lay the foundations for their long-term human and
career development, could fall within this policy area. In addition to being a
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large and diverse set of policies, the focus on youth and graduating students as
a priority target of labour market policy is a fairly recent event in Canada, It is
a policy area that often transcends traditional ways of categorizing policy, ex-
isting departmental structures, and iong-standing jurisdictional boundaries
within federations.

If combined with other policy goals, youth programming may fall within
the mandate of other departments, such as one devoted to industrial develop-
ment or environmental renewal. Youth policies can be simply re-targeting or
- re-packaging of existing policies designed for the general labour force. But
they could be an entirely new set of cohort-specific policies. Overlap and vari-
ation can create trade-offs and goal conflicts that are not easily resolved, as
- well as increasing the complexity of policy coordination.

“Youth” 1s not a clear-cut category. The age range covered by “youth” is
essentially arbitrary. In federal programming, for example, the definition of
“youth” has evolved in keeping with cultural norms and understandings of the
- policy challenge, shifting from an upper limit of 17 years of age in the mid-
1960s to 30 years by the end of the 1980s.* Figure 4 shows considerable -
variation in the range of ages considered youth by different Canadian jurisdic-
tions. Some provinces target individuals in their late-teens and early twenties,
while others extend eligibility to the late twenties. Quebec even has a set of
subsidies for “young farmers,” with those up to the age of 40 being considered
eligible.

It is also important to recognize that young people and graduating stu-
dents are not homogeneous groups, but may be further subdivided into more
finely grained target groups so that policymakers can better tailor policies to
specific labour market needs. In Canada, youth are most commonly subdi-
vided into: (i) “disadvantaged” or “marginalized youth” — those who face
 systematic labour market and workplace barriers such as members of Aborigi-
nal communities or those who are physically and mentally disabled; (ii) “at
risk” or “vulnerable youth,” who have less favourable employment and career
prospects, or are susceptible to long spells of unemployment due to low skill
levels such as high school dropouts and truant teenagers; (iii) “young achievers”
or “advanced youth,” those who have demonstrated high levels of aptitude and
have above-average career prospects; and (iv) “young offenders,” those who
have committed criminal offences. Differences exist in the segments of the
youth cohort that are targeted, together with differences in the way they ar
- targeted. '
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FIGURE 4
Minimum and Maximum Ages of “Youth” by Canadian Jurisdiction in 1998
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The changing nature of school-to-work transitions provides part of the
explanation for the evolving definition of youth. School-to-work transitions
no longer follow the traditional sequence: from secondary schooling, to
postsecondary schooling, to full-time employment, followed by retirement. Only
32.9 percent of employment in 1995 involved holding a single, permanent,
full-time, day-time job in a workplace separate from the home and involving a
workweek of less than 48 hours.”’ There is nothing standard about traditional
forms of full-time employment. Faced with an absence of full-time jobs, young
people follow a greater variety of school-to-work transition paths which in-
volve new combinations of school, work, and geographical relocation.
Moreover, labour market participants are increasingly compelled to upgrade
skills periodically outside the workplace so that school-to-work transitions are
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more likely to take place repeatedly and at different stages of the lifecycle.
This has led to longer school-to-work transitions, a wide variety of more cir-
cuitous school-to-work transition paths, and new difficulties in making a “clean
break” into the world of work. ¥

Thus, youth employment policies do not lend themselves to a simple
and discrete policy taxonomy that can be listed in a shorthand fashion. In order
to draw some parameters around the subset of policies addressed in this study,
we have focused our analysis on two criteria. First, the emphasis is on policies
that target youth employment and school-to-work transition objectives expli-
citly. Policies, such as apprenticeships, which are used overwhelmingly by
youth but are accessible to a broader public as well, are addressed from time to
time, but do not provide the focus of the analysis. The same can be said for
provincial attempts to develop formal strategies attempting to give coherence
to a wide variety of targeted and non-targeted policies potentially to help youth,
and for related policies that can cause controversy such as that surrounding
federal grants and loans to postsecondary students and institutions. However,
the core of this analysis will be focused on targeted policies.

Second, our analysis will de-emphasize youth policies that are not de-
signed fo promote youth employment and school-to-work transitions directly.
For example, policies that involve upgrading of education or occupational skills
may be viewed as promoting employment indirectly by enhancing an indi-
vidual’s “employability.” However, these are not measures that create
employment directly and, as such, are not the focus of this analysis.

Youth policies are divided into three broad categories: (re)employment
services designed to match individuals to available jobs; direct employment
creation schemes designed to create new jobs for available youth; and work
experience programs designed to provide short-term employment experience
to unemployed youth. A number of characteristics of this list should be under-
scored. First, these are stylized characterizations of youth policy. They are
written in a somewhat passive, technocratic voice.”® Second, this list is not
entirely discrete, for many existing youth programs involve a combination of
these types, such as public sector internships. Third, in addition to being com-
bined in novel ways, they may also be targeted to different segments of the
youth cohort. As aresult, the potential permutations and combinations of youth
programs that follow from this list are extensive.

It is also necessary to contextualize these policies within the broader

' '_ array of possible state policy interventions and identify underlying assumptions.
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TABLE 3

Types of School-to-Work Transition Policies in Canada Targeted Exclusively

Toward Youth

1. (Re)Employment
services

2. Direct employment
creation schemes

3. Work experience
programs

1.1 Recruitment services

1.2 Counselling services
1.3 Information services

2.1 Public sector
employment

2.2 Employment
subsidies

2.3 Self-employment
support

3.1 Internship programs
3.2 Mentorship programs

3.3 Work study programs

3.4 Work exposure
programs

3.5 Volunteer programs

* Active matching of youth to
available jobs.

* Job acquisition counselling,
career development counselling,
peer group meetings, and
government-sponsored job fairs,

¢ Collection and distribution of
information — including job
data, awareness campaigns, and
labour market information.

* Internships and summer
employment within government
departments and Crown
corporations.

« Grants, wage-subsidies, and tax
credits to encourage business
and non-profit organizations to
hire youth.

s Start-up grants, loan guarantees,
and counselling to encourage
self-employment.

* Temporary work assignment
related to career path.

* Assignment of role models.

* Programs that combine in-class
study and temporary work
assignments.

* Visits to workplaces for first-
hand observation of work
processes.

* Unpaid work.

Note: Does not include programs that are not specifically rargeted toward youth and

school-to-work transitions.

Source: Compiled by authors based on various federal and provincial government

documents.
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Existing policies are heavily weighted toward short-term and low-cost inter-
ventions that rely on the proliferation of information and the promotion of
occupations widely believed to be the most lucrative in the future. This orien-
tation is entirely consistent with the deficit-cutting agenda that is a characteristic
of the prevailing economic orthodoxy.

The content of policies directed toward youth fits a country that views
the state’s role as one of “navigation,” in which individuals are given some
guidance in charting their future, but are expected to fend for themselves. This
is very different from the stewardship role found within many Continental
European countries whereby individuals are streamed within schools and more
actively “channelled” in their transition from school-to-work by an elaborate
infrastructure of counselling, certification, job-matching, and apprenticeship —
even in relatively low-skilled service sector jobs.

The Canadian policy infrastructure, consistent with the dominant neo-
liberal paradigm, is premised largely on the proliferation of information. With
the information at hand, individuals are to participate in the labour market.
There is considerable faith that the market will then produce socially satisfac-
tory outcomes. The emphasis on providing information suggests that the
problem facing youth in the labour market is inadequate information. Accord-
ing to this logic, governments can play a “non-distorting” role in private markets
by disseminating information. This heips cultivate a market environment that
is closer to the conventional economic textbook model, with assumptions of
perfect or near-perfect information. This emphasis reflects the relatively re-
cent preoccupation with the strategic policy importance of information and
knowledge, as in policies that make constructive use of new information and
communications technology to create opportunities in the much bandied “in-
formation society.” Information-based policies of this sort, almost by definition,
are high profile policies. This makes them profitable ventures politicaily.

The emphasis on information also has a number of direct implications
for intergovernmentalistn. Many policies based on information dissetnination
and the new information technologies are relatively recent. Intergovernmental
haggling over the Internet has revealed uncertainties over intergovernmental
allocation of responsibilities. Many pundits ask whether it is even meaningfut
to speak in such terms with technologies that pay little heed to political bounda-
ries. As well, interjurisdictional systems of information collection often require
strict methodological rules and assessment mechanisms to ensure high stan-
dards of quality. Likewise, systeins of collection and distribution need to organize
information in a standardized way that allows for better comparability across
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jurisdictions, Information is often not very useful if it is simply “pooled” with-
out some element of coordination. This has important implications for
rationalizing the federal government’s role in youth programming and for inter-
governmental arrangements generally,

Most of the policies on this list are also of a recent vintage and, as one
would expect in a policy environment characterized by frugality, are fairly
low-cost initiatives. Programs that do involve an outlay of funds also tend to
place heavy emphasis on conditionality and a matching “investment” by cli-
ents. Services, particularly those involving a distribution of information, tend
to be self-directed and assume a level of capacity and motivation among users.
Responsibility for corrective action is individualized, as neo-liberalism favours.

Many of the policies on the list assume the problem is one of providing
youth with the opportunity to obtain initial job credentials and work skills.
Federal Human Resources Development Canada (HRDC) Minister Pierre
Pettigrew has argued that there is a circular dilemma at play: without work
experience, youth are not able to obtain jobs; without jobs, youth are not able
to obtain work experience.* In other words, the fundamental need is to pro-
vide youth with start-up support. Once that is done, progression up a job ladder
to more Iucrative and fulfilling forms of employment will follow. For some
young people there may be some merit in this view. However, a stronger case
can be made that youth are experiencing more chronic problems. The route to
stable employment is a more circuitous route than in the past.

In addition, many of the programs emphasize the potential of fucrative
professional careers, particularly those involving the sciences and technology.
This is based on the belief that these areas will be the ones dominating the
economy of the future. Such a belief ignores current trends which suggest that
a large portion of the future job market will include relatively low-skilled forms
of service work, such as cashiers, sales clerks, and secretaries.® This also lends
itself to the “chauffeur problem.” Earlier in the century, with the growing use
of automobiles, many pundits suggested that, since few people knew how to
operate cars, the high-growth career of the future would be chauffeuring. To-
day there is no shortage of opinion about what careers will likely prevail in the
future,”” but such predictions do not have a high degree of plausibility.

YOUTH PROGRAMS AND INTERGOVERNMENTALISM

Intergovernmental relations in the area of youth are in a state of flux. The
current state of intergovernmentalism is also highly complex, consisting of
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three distinct tracks, each of them proceeding separately, although they are
expected to converge sometime in the future.

The first track consists of a few cases of long-standing bilateral coop-
eration and intermittent bilateral consultations. In a few provinces, the federal
government has struck formal cooperation agreements or implemented joint
pilot projects. The Canada-New Brunswick Federal/Provincial Youth Services
Partnership Initiative was forged within this set of relations. Consultations most
often involve the federal government providing advance notice of new activi-
ties to the provinces, or vice versa. Occasionally, the federal government
launches a set of proactive consultations with the provinces in order to iden-
tify gaps in youth programming. The principal shortcoming of this track is that
it is highly sensitive to the level of federal-provincial goodwill. As a result
there is a lack of consistency in the consultation relationships and few oppor-
tunities occur to make broader use of bilateral success stories.

The second track arose out of a First Ministers’ Meeting (December
1997) where the Forum of Labour Market Ministers, an intergovernmental body
composed of labour market ministers, was delegated the task of establishing a
process to create a national youth employment strategy. The Quebec govern-
ment refused to participate in the development of this kind of pan-Canadian
strategy, opting instead to lobby for a youth policy agreement modelied on the
Labour Market Development Agreements (LMDA). The process is intended to
accomplish four strategic objectives:

1. creating opportunities for all youth to develop the skills and knowledge
needed for work by addressing the issue of student debt, creating oppor-
tunities in trade, technology and apprenticeship occupations, and creating
new career pathways;

2. increasing work opportunities for youth by providing entrepreneurial
support and encouraging employers to participate in the transition to the
workplace;

3. helping young people respond to the changing nature of work by im-
proving career and labour market services; and

4. addressing the cultural and social barriers that may prevent youth from
working by developing ways to assist at-risk youth, improving labour
market participation for Aboriginal youth and connecting at-risk youth
to existing services.®

In line with the dominant neo-liberal paradigm, this package reveals consider-
able consensus about solutions to the policy problems of the youth portfolio.
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As a result, one potential source of intergovernmental discord, ideology, is
largely absent.

The Federal/Provincial/Territorial Partnership on Youth Employment is
the framework of cooperation designed to fulfil the objectives of the second
track. It contains both a multilateral component and a bilateral component.
The multilateral component involves developing an Agenda for Action con-
taining specific multilateral policy proposals and implementation plans, as well
as an ongoing process of planning, priority setting, and review. An early result
of this process is the decision to create a new program to provide formal rec-
ognition of employers who have made a contribution to youth employment
objectives. Those policy areas not well suited to multilateral action are handed-
off to a bilateral process wherein officials will “continue/initiate delivery of
joint or co-ordinated program/service responses.”

Several aspects of this second track are noteworthy. First, the criteria to
assess what policy areas should be best dealt with at the multilateral versus the
bilateral level remain poorly articulated. The intergovernmental status of a
policy is largely decided according to either a vague and informal assessment
of functionality or lobbying on the part of provinces for asymmetrical
bilateralism. Second, the multilateral component has achieved a measure of
success in building intergovernmental consensus around the diagnosis of the
problem. This is no small achievement given the high levels of intergovern-
mental animosity throughout the late 1980s and 1990s. However, there is a
great deal of scepticism among provincial officials about whether
multilateralism can go beyond the creation of a shared diagnostique. Multilat-
eral agreements that directly affect actnal programming do not seem to be on
the horizon in the near term.

Third, although the multilateral component is well underway at the time
of writing, progress on the bilateral component has not yet gained momentum.
As aresult, the first track of pre-existing, bilateral intergovernmental relations
has yet to be subsumed within this second pan-Canadian track. Fourth, there
~ has been little attempt to articulate clearly the respective roles of the federal
and provincial governments with respect to youth policy. Until an articulation
of roles takes place, this second track will likely remain muddled in modest
incrementalism. ‘

The third track involves the actual social union negotiations run by the
respective governments’ intergovernmental affairs apparatus. The decisions
made within, beginning with A Framework to Improve the Social Union for
Canadians (1999), create new rules of intergovernmental engagement and new
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parameters on social policy of both orders of government. Although not di-
rected specifically toward youth policy, this framework agreement has
potentially profound implications for the rapidly evolving area of youth policy
because of its emphasis on placing procedurat limitations on the establishment
of new programming. These procedural limitations include: (i) commitments
to prior notice and consultation in advance of significant policy changes;
(ii} joint planning, information-sharing, and dispute resolution; and (iii) a fed-
eral government commitment to wield its spending power in a cooperative
manner, obtaining consent from a majority of provinces when leveraging fed-
eral transfers to establish new Canada-wide initiatives.

One can only speculate about the probable operationalization of the broad
commitments contained in the Framework Agreement. Officials currently have
no guidance about how to interpret the agreement with respect to youth. At the
moment, only a few aspects of this third track are apparent. Given the federal
government’s resolve to retain a presence in youth policy-making, a thoroughly
disentangled intergovernmental regime in which the provinces obtain sole ju-
risdiction is highly unlikely, at least outside Quebec. Second, the scope of
federal unilateralism in areas of disputed jurisdiction has been reduced by this
agreement, It is unclear how this will affect youth policy because the federal
government has already reorganized much of its programming to avoid the
most egregious intrusions into provincial turf. Third, many provincial officials
claim that the federal government has announced new policies under the rubric
of “modifications to pre-existing initiatives” in order to avoid obvious conflict
with the agreement’s procedural limits. In other words, the claim is that the
federal government is exploiting the vagueness of the agreement (particularly
its lack of clear decision rules) to surreptitiously expand its role in the youth
field. Whether this is true depends on what one considers a “significant” policy
change.

Overall, it is clear that this three-track process is an exception to the
devolutionary trend in active labour market policy. Indeed, it is the only area
where Ottawa retains a role in which it plans to be “dynamic.”* There are
various reasons for the federal desire to retain a role in youth employment.*
The Liberals discern considerable public support for enhancing education op-

-portunities as an antidote to economic insecurity. In contrast to shared-cost
- programs this presents an-occasion for high federal visibility and to receive

political credit for its youth initiatives. Within federal government circles there
is also a nagging anxiety about the adverse effects that deficit reduction and
public sector reforms are having on younger generations. Youth programming
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is seen as a way of partially compensating those who would not have the op-
portunity to enjoy the same public supports that other generations did.

Several reasons may be advanced to explain why youth policy-making
is a growing intergovernmental challenge. Deficit reduction efforts on the part
of the federal government, including reductions in transfers to the provinces,
have led to provincial demands for more control over policy in this area. Cor-
respondingly, provincial deficit-reduction efforts, such as Quebec’s imposition
of separate tuition fees for out-of-province students, have placed pressures on
the federal government to exert more control over national standards.
Interprovincialism is undermined as “have” provinces are increasingly reluc-
tant to concede revenues to “have-not” provinces in a situation of scarce
resources.

As part of its attempts to placate nationalist sentiment in Quebec as ex-
pressed in the 1995 referendum, the federal government has given into
long-standing demands to give Quebec sole anthority over Employment Insur-
ance (EI) labour market development spending. Since asymmetrical federalism
is not considered legitimate by other provincial leaders, similar offers to de-
volve labour market policy were made to all provinces. These agreements do
not include youth labour market policies. Since youth play a strategically im-
portant role in Quebec’s nationalist debate, another round of demands for federal
reallocation of responsibilities in this area were made.

Policies related to youth employment transcend traditional departmen-
tal structures and, thus, the federal division of labour as articulated within the
constitution. This lack of discrete, watertight jurisdictions in the face of mount-
ing pressure for new policy initiatives is a source of “turf wars,” accountability
vacuums (including credit claiming and blame avoidance tactics), and calls for
a more coordinated policy.

YOUTH POLICY AMONG CANADIAN JURISDICTIONS

Youth policy varies considerably across Canadian jurisdictions in terms of the
youth who are targeted, the types of programs offered, and the organization of
the youth policy. A thumbnail sketch of youth policy across jurisdictions pro-
vides some crucial context to the discussion that follows.

Table 4 provides an overview of the different “flagship initiatives” within
each province and a description of each. Prince Edward Island sits on one end
of the continuum, with no grand design given to youth policy. Programs fall
within a departmental program envelope. Manitoba and Newfoundland have
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Youth Employment Flagship Initiatives by Jurisdiction in 1998

Jurisdiction Flagship Initiative  Description Lead Department
Alberta People and ¢ Interdepartmental s Advanced education
Prosperity strategic labour market  and carcer development
and human develop-
ment plan, not targeted
: exclusively to youth
British Columbia  Youth Options BC o Interdepartmental  # Premier’s Youth Office
- coordination initiative
Canada Youth Employment  * Interdepartmental * Human Resources
Strategy coordination initiative  Development Canada
Manitoba Youth Programs * Departmental * Manitoba Education
program envelope Training

New Brunswick

Newfoundland
Nova Scotia
Ontario

Prince Edward
Island

Quebec

Saskatchewan

Youth Futures
and

Federal /Provincial
Youth Services
Partnership Initiative

Youth Labour
Market Programs

Youth Employment
& Development
Strategy

Youth Opportanities
Ontario

Not Applicable

Jeunesse Québec
and Plan d’action
jeunesse

Youth Futures and
Saskatchewan
Training Strategy

*

*

Interdepartmental * Human Resources
coordination inigative  Development —
New Brunswick
Federal-provincial ¢ Human Resources
coordination initiative  Development Canada
* Human Resources
Development -
New Brunswick

Departmental program ¢ Department of Human

envelope Resources and
Employment

Strategic plan under  * Nova Scotia Youth

development Secretariat

Interdepartmental ¢ Ministry of Educarion
coordination initiative  and Training

Departmental * Department of
programs Development
Interdepartmental ¢ Secrétariat aux relations

coordination initiative  avec les jeunes et les ainds
Strategic plan

Interdepartmental * Saskatchewan Post-
pilot project secondary Education
Interdepartmental and Skills Training
strategic labour market

and human develop-

ment plan, not targeted

exclusively to youth

Source: Compiled by authors based on various federal and provincial government documents.
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also contained their programs within a single departmental envelope, with a
few minor interdepartmental coordination efforts on the side. Quebec resides
on the other end of the continuum, with a well-developed interdepartmental
coordination scheme that spans a wide variety of government structures while
being guided by a well-articulated strategic plan. This approach is comprehen-
sive, integrating everything from cultural issues to farming policy into its youth
package.

The most typical youth structure is the umbrella initiative designed to
give youth policy coherence and facilitate coordination across multiple de-
partments. Cabinet structures often include a youth minister or minister of
state to champion the cause within the upper echelons of government, with
British Columbia providing the unique example of a premier as youth minister
during the tenure of Glen Clark. A large portion of provincial youth program-
ming is implemented through the secondary school and social welfare systems.
In contrast, a large portion of federal youth programming is implemented across
a wide variety of departments.

. As youth policies become more comprehensive, the demands on inter-

departmental coordination increase and the need for weli-developed
interdepartmental relations networks increase considerably. Most of these sys-
tems follow a hub-and-spoke model where a lead department takes responsibility
for the lion’s share of youth policy and coordinates one or two initiatives with
partner organizations. The intergovernmental relations implications of this
thumbnail sketch are twofold. First, there is some unevenness in the priority
given to youth across the federation. Second, this wide variety of structures
poses complications for interjurisdictional coordination. Since provinces or-
ganize their youth policy very differently, there would seem little chance of a
single multilateral coordination regime succeeding without considerable re-
form on the part of the provinces.

Table 5 provides another dimension to this broad overview of provincial
youth policy. Here we get a glimpse of the difference in programs offered within
each jurisdiction. There is considerable unevenness, with almost all jurisdic-
tions offering some form of wage subsidy (or tax credit that operates according
to similar principles), summer jobs, and career counselling and planning, Self-
employment programs are widespread, showing the extent to which individuals
are increasingly encouraged to create their own employment in the absence of
suitable jobs with an employer. This is an example of the transfer of responsi-
bility to the individual that is inherent in neo-liberal labour market
programming. Other than these patterns, there is relatively little consistency
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TABLE 5
General Categories of Youth Program by Jurisdiction in 1998

Initiative Canads  Alts. BC Man. NB Nfid. NS Ont. PEI Que. Sask.
Career planning y ¥ y ¥ y ¥y ¥ ¥ Y
and counselling

Entreprencurial ¥ ¥ Y y ¥y oy ¥
sclf-employment .

Job placement ¥ ¥ ¥ ¥

service

Internships ¥ Y ¥ ¥
Make-wortk v ' ¥

scheme

Summer jobs ¥ y y ¥ y y v y Y
program

Volunteer work ¥ y oy Y ¥
experience '

Wage subsidy/ ¥ y y Y ¥y Y v Y ¥ ¥
tax credit :

Work exposure y y- . y

and mentorship

Source: Compiled by authors based on Government of Manitoba, Inventory of Canada’s
Youth Employment Programs and Services (Winnipeg: Manitoba Education and Training,
1998). '

across the provinces. Less affluent provinces tend to offer a less extensive ar-
ray of youth programs, with the notable exception of New Brunswick. This
exception is partly because of its extensive participation in pilot projects funded
by the federal government. This would suggest the need for some measure of
interprovincial equalization if roughly similar levels of programming are to
remain a policy goal.

According to the inventory of Canadian youth employment programs
and services, spending on such activities by all jurisdictions amounted to some
$940 million in 1997-98 ($417 million of which is from the federal govern-
ment).** The figure is based on information supplied by the provinces,




230  Swephen McBrids and Peter Stayko

territories, and federal government. Since there are differences in how juris-
dictions choose to describe programs and activities, with some including
generally available programs that youth might access, and others only the pro-
grams specifically targeted at young people, the figure should be treated with
some caution. It represents the maximum spent on youth-related programs.®
With all the limitations of the data the inventory still provides a useful snap-
shot of youth-related programming.
A number of trends are identified in youth programming:

* the most common type of program involves wage subsidies and summer
jobs;

+ there is a strong emphasis on partnerships between government, busi-
ness, industry, community, and educational institutions in program
delivery;

« there is an even greater focus on meeting the needs of employers busi-
ness, and industry;

* most programs are year-round rather than scasonal,

» a number of jurisdictions offer labour market information, including
Websites, career planning, and employment counselling;

+ there is increased emphasis on youth entrepreneurship;’

+ several jurisdictions offer programs for designated groups like Aborigi-
nal youth and social assistance recipients;

+ programs for postsecondary and high school graduates are common, al-
though programs for returning students are more plentiful;

» five provinces and two territories offer apprenticeship programs and ser-
vices for youth;

+ specialized programs focusing on science, technology, computing, and
the environment are common; and

« there is increased emphasis on opportunities for youth to participate in
volunteer, community service, and leadership development activities.

Table 6 attempts to break down expenditures by target group within the

youth cohort. For most of the targets, funding is available from both orders of

. government though in the case of First Nations’ youth there is a massive im-

balance in favour of federal spending. Similarly, the federal authorities heavily

outspend the provinces in support of postsecondary graduates. In other areas

— youth in general, unemplioyed young people, students — the situation is

more even. With respect to at-risk youth, provincial/territorial spendmg ex-
ceeds that of the federal government by more than 10:1. '
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TABLE 6
Spending on Youth Employment Programs by Jurisdiction and Target Group

Postsecondary At-Risk
Students  Edweation' Al Unemployed Other  First  (Low Income and

Gradnates  Touth  Youth Nations  Socinl Assistance)
Nfld. 31 15 022 013 12*
PEI 1.1
NS 3.1 0.27
NB 77 50 10
Que. 17.2 ' 12.7 13%** 13.3
Oat. 35.5 847 99
Man, 33 454 0.3 1.68
Sask.* 0.9 29 12.2 ' 1.65
Alta.* 1.5 28.6 72.1 ‘ .23
BC 9.2 2.0 216 11.35 025 07 69.3
Yukon 04 .
NWT 21 E 17
Total 852 8.5 79.3 95.78 1445 1 2349
{Prov/Terr)
Total . 16.3% 1.6% 150%  18.3% 2.7%  0.2% 44 3%
Federal 114.0 35.0 118 108 25 17
% Total 27.3% 84%  283%  25.9% 6.0% 4.0%
Federal
Federal % | 13% 412% 149% 113% 2500% 7%
(Prov/Terr)
Notes:

* Includes general programs for which youth are eligible.
** For youth who have not completed postsecondary education,
*** Farm youth.

Source: Inventory of Canada’s Youth Employment Programs and Services (Rev. NN. 1998).
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Having provided a brief tour d"horizon of Canadian youth programming,
we turn now to analyze a few jurisdictions in greater depth. In addition to the
federal government, we selected Alberta, British Columbia, Ontario, New
Brunswick, and Saskatchewan. These provide a reasonably representative bal-
ance between more and less affluent provinces; provinces with histories of
federal-provincial cooperation and provinces that vigorously guard their inde-
pendence; eastern, central, and western provinces. Each of these provinces
were also selected because they possess unique characteristics that provide
ctrucial insights into intergovernmentalism.

From the standpoint of intergovernmental relations, New answmk has
gone furthest in coordinating its youth policy strategy bilaterally with the fed-
eral government, originally with a pilot project called the Canada—New
Brunswick Youth Strategy (1988-95), and more recently with the Canada—New
Brunswick Youth Services Partnership (1996-present). These arrangements are
the closest the Canadian federation has come to the idealized model of federal-
provincial collaboration within the field of youth policy and, as such, this
jurisdiction provides some crucial insights into the promises and pitfalls of
this intergovernmental regime. Using the same criterion, Ontario can be con-
sidered to be the federation’s laggard. Ontario is the only province that had yet
to finalize a Labour Market Development Agreement (LMDA) with the. federal
government. This has crowded-out bilateral youth discussions to some extent,
for the amount of diplomatic resources required to negotiate the more complex
LMDA has caused youth policy coordination to be pushed back on the
agenda.* Given the overlap between policies considered within the youth en-
velope and the package of policies dealt with in the LMDAs, progress in
. coordinating the former is somewhat contingent on the reallocation of responsi-
bilities for the latter. When placed in contrast, New Brunswick and Ontario
can be thought of as positions on the spectrum of formal federal-provincial
coordination,

Alberta, British Columbia, and Saskatchewan each play a very different
role in youth policy and intergovernmental relations. Notwithstanding Que-
bec, Alberta is the province that has most clearly articulated its preference for
-a disentangled intergovernmental relations regime whereby the federal gov-
‘ernment would restrict itself to a role of funding of provincial labour market
programs and providing “appropriate and adequate” labour market support to
Aboriginal persons,* British Columbia has given a high profile to youth is-
sues on two levels. Provincially, this jurisdiction is unique in the Cabinet profile
it has given youth issues, adding youth minister responsibilities to then Premier
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Clark’s roster of duties. Within the intergovernmental realm, BC has been the
most enthusiastic champion of a national youth strategy within Western Pre-
miers’ Conferences and Annual Premiers’ Conferences. Saskatchewan formally
holds the title of “lead province” in the Forum of Labour Market Ministers on
the issue of youth. Saskatchewan’s Premier Romanow has also come to play
an informal role as honest broker in mediating interprovincial and federal-
provincial disagreements. Taken together, each of these three western provinces
have a very different stake in national youth strategy talks.

The Federal Government

The federal government’s current Youth Employment Strategy was launched
in 1997 and represents an extension of the previous Youth Employment and
Learning Strategy (1994), which grouped together a hodgepodge of existing
programs into a single policy envelope. Both initiatives contain a core of in-
ternship programs, summer job programs, and a multifaceted program to help
out-of-school youth called Youth Services Canada (1994). The number of youth
programs has expanded and recent budgets have freed up additional funds.
The 1997 strategy also places Aboriginal youth programming within the youth
strategy envelope and currently stands as the only batch of initiatives specifi-
cally targeted toward a segment of at-risk youth. This expansion has been the
source of considerable intergovernmental friction because of the speed at which
the federal government’s presence has grown within this policy area. The pro-
vincial governments were not consulted beyond advanced notice during the
expansion of youth programming and, as a result, were not provided with the
opportunity to add input or coordinate policy. This 1993-97 phase of youth

* program expansion was a lack of federal-provincial coordination but for a few

joint pilot projects launched with a couple of provinces.

The Youth Employment Strategy alsc represents a departure from the
Youth Employment and Learning Strategy. The earlier strategy had been heavily
oriented around literacy, education, and training objectives, even going so far as to
articulate a desire to establish “clear national goals” to guide a pan-Canadian “learn-
ing system.”®® This goes far beyond the simple use of the federal government’s
rightful use of its spending power. A Learning Initiatives portion of the strategy
involved improving the measurement of learning outcomes, the promotion of a
new technological infrastructure, and the dissemination of information.

A Stay-in-School initiative (originally launched in 1989) was targeted
toward school drop-outs, a prominent at-risk group. The Canada Student Loans
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Program was also folded into this strategy. The main problem with the “learn-
ing” side of the federal strategy was that it is seen as an encroachment into the
provincial government’s constitutionally entrenched authority over education
and, the provinces contend, training policy. The intergovernmental conflict that
resulted, particularly in the aftermath of the 1995 Quebec Referendum, forced
the federal government to rethink its activities in this field.

When a federal Ministerial Task Force on Youth (1996) made extensive
recommendations for federal expansion in the area of youth programming
shortly thereafter, officials had to scramble in order to tone down its rhetoric
and develop a new strategy that would better fit with the new intergovernmen-

“tal sitnation. “Learning” was dropped, and with it some of its targeting toward -

at-risk youth, The resulting Youth Employment Strategy was explicitly designed
to skirt the most contentious intergovernmental relations issues by maintain-
ing programs that were, in large measure, closely tied to federal ministries
clearly within the federal government’s jurisdiction. It is at this point that fed-
eral unilateralism became tempered by a heightened sensitivity to the federal
division of powers.

The resuiting mix of policies has created a partial division of labour
between the two orders of government. Provincial policy is increasingly tar-
geted to youth at risk. On the other hand, federal policy during the 1990s is
largely targeted to a more affluent segment of youth, Aboriginal youth are the
main at-risk segment specifically targeted by the federal government. The prov-
inces are not willing to take responsibility for Aboriginal youth with substantial
and stable sums of federal transfers to compensate for additional costs. Other-
wise, the federal government’s targets are relatively well-off youth, either
graduates or near-graduates (mostly of colleges and universities, but in some
cases high school), as well as current students. The federal government’s larg-
est internship program, Youth Internship Canada (YIC), does not set down
minimum educational requirements, but a large share of internships are prem-
ised on substantial pre-existing experiences or educational credentials.

_ Youth Service Canada remains the only program that caters to a broad
cross-section of youth. Some provincial officials worry that the federal gov-
ernment’s concern over its lack of programming for those at risk has led to a
new round of expansion in this area without any consultation with the prov-
inces. An early move in this direction took place in the 1999 federal budget

- which added new spending for federal programs best suited to help at-risk

youth. Federal youth policy is also targeted to a much higher age range than

most of the provinces. Most federal policies are geared toward youth defined

SV
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as those up to the age of 30 years; most of the provinces set their maximums at

* around the mid-20s. Overall, this partial division of labour has served to dampen
intergovernmental conflict since, in practice, there is less extensive overlap
and duplication than one would normally expect in a policy area where both
orders of government largely operate independently.

It is also important to note that federal intervention in provincial affairs
is often justified with the argument that federal involvement is a force of pro-
gressiveness in what would otherwise be a pan-Canadian patchwork including
meagre programs in some provinces. However, the description of federal youth
policy presented above would suggest that federal programs are not progres-
sive in their redistribution and, to the contrary, may actually reinforce the
advantage of better educated youth over those deemed to be at risk. It would
be safe to say that the federal government has yet to clearly articulate its role.

Alberta

In Alberta there are two thrusts to the youth employment strategy. The first is
through general programs including both postsecondary education and labour
market programs. Postsecondary education is seen by provincial officials as a
key part of any youth employment strategy and plays a major role. Some other
general programs are used extensively by youth. These include programs with
large budgets such as Skills for Work, designed to provide life management
skills, occupational training, academic upgrading or work experience to un-
employed persons who are either receiving social assistance or at risk of doing
so; the Skill Development Program provides clients with financial assistance
to attend apprenticeship programs, basic foundation skills and/or skill train-
ing; and Training on the Job reimburses employers for providing training to
referred clients.

In addition, there are specific youth programs for those about to leave
school and for young people who have left the school system. The Ministry of
Advanced Education and Career Development works closely with Alberta Edu-
cation on transition programming. Examples include the Registered
Apprenticeship Program which promotes apprenticeship as a career alterna-
tive in the schools, registers high school credits, and awards them credits for
work performed. Apprenticeship programs reportedly continue to be well-sup-
ported by labour and business.

Youth Connections, a pilot program which has been operating in Ed-
monton and Calgary, is targeted at youth who may not have completed high -
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school and did no further training. These youth are regarded as increasingly at
risk and fail to access existing skill-development programs. Youth Connec-
tions is designed to reach those young people and assist them to develop action
plans. As an outreach approach it uses advertising and the media to reach the
target audience and persuade them to explore alternative career programs. It
was consciously designed by the provincial government to overcome “entan-
glement” problems causing confusion about where appropriate assistance might
be obtained. CAREERS: The Next Generation Foundation is a community-
based business/education partnership to promote careers in trades and
techinologies, and facilitate the school-to-work transition into trades, technolo-
gies and other non-university occupations.

The Summer Temporary Employment Program is not aimed specifically
at students but rather at any Albertans who may be unemployed during the
summer months. Some of its components, however, such as the Quebec/Alberta
Student Employment Exchange Program are targeted.

In addition to programs delivered by the Ministry of Advanced Educa-
tion and Career Development (AECD), the Family and Social Services (FSS)
department has a number of employment programs which can be accessed by
young people. These include a series of work-experience programs: the Alberta
Community Employment, Alberta Jobs Corps and the Employment Skills Pro-
gram. However, youth form a low percentage of social assistance recipients —
fewer than 20 percent — so are unlikely to be heavy users of these programs.

Other main programs either targeted at youth or for which they are eli-
gible include information services. There is an array of programs supplying
information services about career choices and labour market trends. These are
provided through various outlets: the Internet, free “hotline” services via tele-
phone, in print, and through in-person services at Canada-Alberta Labour
Market Services Centres. The latter offers federal and provincial programs under
the LMDA but Alberta does the delivery (for EI-active measures that have been
devolved to the provinces).

_ Over the last five years there probably has been an increase in program-
ming though the picture is complicated by the impact of provincial budget
cuts. An official estimated that the level of funds was probably fairly constant
but efficiencies that had been made due to provincial operations had created
some room.

A variety of mechanisms are in place to handle interdepartmental coor-
~ dination. A formal memorandum of agreement exists between AECD and FSS
regarding employment programs where social assistance recipients are involved;
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there is also formal coordination regarding the disabled, some of whom are
youth, and between the Education and Advanced Education and Career Devel-
opment ministries; and another, involving numerous ministries, regarding
People In Prosperity — Alberta’s human resources strategy — in which youth
employment is one of the six major goals.

British Columbia

BC views itself as having a relatively coherent package of youth programs,
known as Youth Options, which focuses on accessibility to affordable
postsecondary education on the one hand, and on provision of work experi-
ence for youth of various educational backgrounds on the other.*” Again, like
Alberta, it is noteworthy that postsecondary education figures prominently in
the province’s assessment of what it is deing to help youth employment.

The emphasis on accessible postsecondary education is based on the
fact that positive labour market outcomes — employment, income levels, etc. —
are associated with participation in postsecondary education.** Whether this
represents returns to increased productivity, as human capital theory suggests
or is simply a reflection of sorting within a stagnant labour market remains an
open question. Measures to encourage postsecondary education include the
freeze on tuition fees, in effect for the last three years, and grants, loans, and
work-study opportunities, including a summer works program.

A number of other programs target students or graduates. These include
Student Summer Works, and First Job in Science and Technology, which pro-
vides a wage subsidy of up to 50 percent of full-time wages for up to one year.
The Public Service Youth Employment Opportunities provides co-op work
opportunities with the provincial government and its agencies.

Other programs are targeted at those considered “hard-to-service.” These
include Job Start, which is aimed at youth with no previous work experience
and provides a temporary wage subsidy to help with training costs;
Bladerunners, designed to provide street-involved young people with work
experience and training in construction and related trades; and Youth Works/
Welfare to Work replaces welfare for employable young people. Receipt of a
living allowance is contingent on participation in three program phases that
are designed to result either in labour market attachment, job readiness, or
return to school. The emphasis is on short-term measures to bring about work
readiness. Government sources regard the latter program as successful in that
there has been a huge decline in the number of youth getting income assistance.
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The impetus to the program was a mixture of fiscal stringency, partly
due to federal unilateralism in cutting transfers under the Canada Assistance
Program (CAP) and the Canadian Health and Social Transfer (CHST), and to
labour market philosophy. Caseloads had been rising significantly and the gov-
ernment felt it was financially unaffordable. An additional rationale is that welfare
was regarded as an unhealthy way for young people to start their working lives so
it was better, the government felt, to invest in their skills and employability.

Notwithstanding these claims, the program has been controversial. Op-
ponents claim that it is coercive, provides the wrong kind of assistance
{employability training assumes that were sufficient jobs available, training
for skills in demand is seen as preferable), and underfunded (assistance levels
are low and do not take into account the costs of job hunting: transportation,
postage, photocopying, adequate clothing, etc.).* There are a number of
demand-side programs in the sense that they are aimed at creating positions
that would not otherwise exist. For example, student summer works, the envi-
ronmental E-Teams that focus on hard-to-reach youth, and Youth Community
Action are all assessed on the basis of broadening the pool of positions avail-
able. Defraying some costs for employers can be regarded as job creating as
long as safeguards exist that the positions created are incremental.

Under Glen Clark, the premier also functioned as minister responsible
for youth, and the existence of a Premier’s Youth Office facilitated interdepart-
mental coordination. As well, within the Cabinet Policy Group there was a
person responsible for youth matters and there was an interdepartmental work-
ing group of program managers who shared information and discussed common
approaches. While mostly concerned with technical issues, they also had input
into policy and planning. For example, there has been a sizeable expansion of
youth options and funding, and that group did have input regarding gaps and
weaknesses in existing programming. Reasons given for expansion in youth
programming include an expanded knowledge base on the nature of youth un-
employment; demographics, BC has the fastest growing youth population; and
_ transitional issues, in particular, lack of work experience has been identified
as a serious problem.

New Braunswick

New Brunswick’s current youth employment strategy is Youth Futures (1995-
present). This umbrella initiative combines youth-specific programming within
five departments into what is fashionably known as a single-window delivery
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system. Human Resources Development-New Brunswick (HRD-NB) is the lead
department at the implementation level, exercising responsibility for manag-
ing individual cases through a battery of programs that include: (i) career
planning, one-on-one counselling, work experience, wage subsidies and la-
bour market and career information, all from HRD-NB; (ii) rehabilitation
counselling, educational up-grading, and the development of work skills, all
supplied for young offenders and supplied by the Solicitor General; (iii) stay-
in-school initiatives and workplace preparedness from the Department of
Education; (iv) health-related services from Health and Community Services;
and (v) educational and skills up-grading through Advanced Education and
Labour. The system is targeted to a relatively narrow band of youth (15-24
years of age) and preference is given to youth at risk of developing depend-
ency on government assistance as well as young offenders.

New Brunswick is currently undergoing a social policy renewal process
in which all social programs will be evaluated and recast according to a new
policy framework — a process not unlike the one conducted by the federal
government in 1993. It is too early to know how this process will affect the
Youth Strategy, although there is speculation that youth programming will move
further in the direction of targeting youth deemed most at risk, will include
greater representation from youth vis-a-vis a Youth Secretariat, and will mean
that new mechanisms of interdepartmental coordination will likely emerge.

The Youth Strategy operates within a loosely coupled set of interdepart-
mental relationships supervised by a minister of state for youth and an
interdepartmental committee. It is loosely coupled because neither the minis-
ter of state nor the committee have taken a highly interventionist role in steering
any activity, and interdepartmental good-will serves as the glue holding the
whole edifice together, HRD-NB is the department the federal government looks
upon to coordinate matters within the province, although there does not exist a
lead agency for purposes of coordinating policy-making. The department ex-
ercises coordination activities outside its boundaries mostly through less formal
forms of influence. This has left the Youth Strategy without effective champi-
onship in many instances, causing a few gaps in programming as the popularity
of youth priorities waxes and wanes within the interdepartmental structure as
priorities and available resources change in member departments.

Ontario

“Ontario has a particularly long history of policy for youth and currently by

provincial standards has a reasonably comprehensive set of youth programs.
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In recent years, Ontario’s approach has more openly embraced a neo-liberal
philosophy, with a flagship initiative — Youth Opportunities Ontario — em-
phasizing tax-based measures and entrepreneurial initiatives. Employer tax
credits and school-to-work transition tax credits were implemented with the
view that the tax burden is the primary damper on economic activity and, hence,
tax reform would promote youth employment. Start-up loans for youth and
student businesses are relied upon to prompt students to take greater individual
responsibility in the absence of opportunities within the labour market.

This emphasis, although not markedly different from that of other juris-
dictions, has been an additional source of federal-provincial conflict between
the federal Liberal’s Ontario caucus and the provincial Conservative govern-
ment — the former being worried that Ontario’s emphasis on tax cuts will
undermine social services in the field. This has led to some federal resistance
to divest responsibilities or cooperate more deeply.

However, there is more to Ontario’s commitment to youth programming
than just the market-oriented initiatives. Ontario’s youth employment system is
divided into two spheres: in-school initiatives administered primarily through the
secondary school system; and out-of-school initiatives administered interdepart-
mentally under the Youth Opportunities Ontario banner. In-school initiatives include
early guidance on career planning, mentorships, work experience, apprenticeships,
and compulsory, unpaid “community involvement activities.” Out-of-school ini-
tiatives include Job Connect (information, counselling, and referral services, plus
a wage subsidy for work experience and on-the-job training), summer jobs, a Ru-
ral Youth Jobs Strategy (training and employment support), business loans for youth,
tax incentives to hire youth, and labour market information.

Ontario reaps the benefits of a substantial net gain in educated and skilled
youth from other provinces; the province is the beneficiary of a “brain drain”
of some size. This places Ontario at the centre of the regional equity and youth
mobility debate in interprovincial relations. Other sources of intergovernmen-
tal challenges involve the sheer size of the Ontario government’s labour market
program structure,” a logistical factor contributing to the nascent state of fed-
eral-provincial cooperation. These challenges conspire to make
intergovernmental cooperation particularly difficult, with success stories of
other, smaller provinces not directly transferable.

Saskatchewan

The Saskatchewan Training Strategy (STS) was released in April 1997 and is
viewed within government as the key labour market document. It covers the
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population at large, rather than targeting specific groups. Youth programs in
Saskatchewan are very much integrated into general programming. The only
really targeted programs are the Saskatchewan Partnerships program which
provides wage subsidies to approved Saskatchewan employers creating full-
‘time summer jobs for qualifying postsecondary students and the Youth Futures
Pilot Project.

The STS was developed because of the federal offer to devolve active
measures under the 1996 Employment Insurance reforms. Anticipating federal
cuts of $47 million to postsecondary education and training by 2000 the prov-
ince began to define its own labour market priorities and claimed that despite
the federal cuts, more training opportunities would be provided as a result of
higher provincial priority to the area.”

Apprenticeship continues to be viewed as an important means of han-
dling school-to-work transition. About 50 percent of those in apprenticeship
programs are in the 18-24 age bracket. Another program which draws heavy
participation from young people is Job Start, in which training subsidies are
provided to employers. Trainees must become full-time employees of the spon-
soring firm or organization and training must lead to an ongoing full-time job
with the employer. An equivalent program exists to subsidize retraining of ex-
isting staff so that an employer may remain competitive. Although the Job
Start program was constructed primarily to serve employers’ needs, provincial
officials argue that it has functioned very well as a youth training/employment
program. This is attributed to the fact that the program had a specific window
of training followed by good prospects of employment. This feature attracted
_ young people who make up about 40 percent of the participants.

One major pilot project, the Youth Futures program in Prince Albert, is
focused on young social assistance recipients. The program provides a variety
of supports and program opportunities for some 350 18-21 year olds, many of
whom, given the demographics of the Prince Albert area are Aboriginal. De-
livery is accomplished through a community-based organization and comprises
networking, skills, income support, family support, reference to elders for First
Nations’ participants, counselling, and training opportunities, accredited and
non-accredited. It was designed to provide a one-stop shop for programs, train-
ing and educational opportunities. New Careers exists to find training and
employment for persons on social assistance, and young people participate to an
increasing degree, although somewhat below their level of representation in the
social assistance category. Provincial officials state that participation in the New
Careers option and the Youth Futures pilot project is voluntary, with no coercion.
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ASSESSMENT OF EXISTING INTERGOVERNMENTAL
ARRANGEMENTS

Policy Framework

Youth employment represents an exception to the devolutionary trend in active
labour market programs. Federal retention of  role in this area seems largely
based on political factors. One provincial official considered that there is no
chance that HRDC will give up youth responsibilities because it is too “politi-
cally nice,” meaning it has too much potential for favourable high-profile
publicity.* The federal defence of its continued role might be that it is partly
motivated by a concern that other federal policies such as high debt levels,
cuts in social transfers, uncertainty about the future of the Canada Pension
Plan, continued high levels of youth unemployment whether resulting from
the overall economic strategy or not, have produced intergenerational inequity.
Thus, some kind of corrective action at the federal level is required.

Instances of federal unilateralism and lack of consultation, such as the
reduced transfers under the CHST and the reduced coverage of the reformed
EI system, have major implications for provinces. The pool of individuals for-
merly dependent on social assistance (including many young people) has
increased. A Canadian Labour Congress study recently showed that the number
of unemployed young people (ages 15 to 24) receiving employment insurance
benefits had declined from 55 percent in 1989 to 15 percent in 1997 Mea-
sures have been taken at the provmc1al level to reduce the financial burden that
this increase would cause.

The federal government’s establishment of the Millennivm Scholarship
Foundation is another example of its continued failure to consult. In this case,
the provinces are less concerned about the encroachment on provincial juris-
diction, than that the federal government unilaterally cut provincial education

- transfers and, when provided the opportunity to reinstate spending, chose in-
stead to launch an initiative on its own — one that benefits a more affluent
segment of youth. In this sense, the provinces’ options are conditioned by fis-
cal federalism and the relationship is a hierarchical one in which provinces are
faced with reacting to federal initiatives. _

Lack of advance consultation on the part of both orders of government
seemed common. Yet it did not seem that these problems were so severe as to
imperil broad cooperation or to necessitate a radical restructuring of responsi-
‘bilities in the area. Several provinces indicated that there is significant political
will to seek out better coordination between the two orders of government
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even though there may be conflicts at the political level that are not easily
bridged.

Policy Implementation

There is much indication of de facto collaboration at the policy implementa-
tion level that could be further developed. In cases such as New Brunswick
and Saskatchewan, where there is a track record of close cooperation between
these governments in the past, closer collaboration already exists. The Canada-
New Brunswick intergovernmental relationship is arranged through joint
committees operating at two levels. At the central level, policy and planning
are handled by a committee that coordinates youth policies on a post hoc basis
whereby an attempt is made to reconcile the unilateral actions of each jurisdic-
tion. The committee’s proactive policy coordination role is largely isolated to
the sharing of information, ideas, and experiences about labour markets and
programming. These activities are also carried out through jointly sponsored
conferences and information-gathering exercises held occasionally.

At the local level, policy implementation is coordinated by regional com-
mittees located in 21 precincts and, once logistical difficulties are resolved,
implementation will eventually be jointly managed through service centres co-
habited by both orders of government. The operationalization of the joint
management arrangements, that is, the process by which actual cases are chan-
nelled through the myriad programs on offer, has yet to be resolved, for there
is no consensus about the most efficient way to manage cases while keeping
both orders of government in the loop. There are functional challenges and
turf conflicts to be worked out as officials within both governments come to
grips with operating under conditions of complex interdependence.

The current debate revolves around the question of whether only one
order of government (the provincial one in all likelihood) will be responsible
for processing initial requests for services by youth and also managing the
traffic within the system. At the moment, joint management of cases takes
place on a less streamlined basis as officials channel recipients with the aid of
a jointly published program directory and recipient-directed electronic infor-
mation services. Much of the success of the entire system of intergovernmental
coordination is attributable to: the relatively small size of HRD-NB (contain-
ing only about 300 employees), which gives it a great deal of flexibility at the
cost of being heavily reliant on the personal rapport of individual officials; and
the extent to which HRD-NB and HRDC structures mirror each other, the result
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of a long history of cooperation between the two jurisdictions. The ongoing
administrative challenge mostly involves fully operationalizing the “street-
level” division of labour and maintaining the elaborate system of consultation
when one jurisdiction single-handedly introduces new policies, which New
Brunswick will likely do as it undergoes its comprehensive social policy “re-
engineering” process.

Good cooperation in Saskatchewan can also be attributed to experience with
previous programs. In this case the programs are the Strategic Initiatives 1995 to
which each government contributed financially. As one official commented:

We had to work out a relationship ... It was painful at times, different reporting
mechanisms etc., but we laid a solid foundation. There is also the Multiparty
Training Plan, a project to facilitate northerners, largely aboriginals, getting
employment with the mineral industry in northern Saskatchewan. The first agree-
ment ran 1993-8 and is presently under renegotiation. So we have the modes of
cooperation. It is an issue in other provinces. We're small and just get on with it.

Some of the cooperation is tacit, as provinces, perceiving the federal
emphasis on university-educated youth, specialize in other groups of young
people. However, there were complaints that analyzing and making available
labour market information was entangied and that overlaps and duplication
might occur in areas like summer employment, work experience under the
LMDAs, multiple delivery mechanisms for the Millennium Fund, and funding
non-profit organizations to do youth employment activities such as work expe-
rience/mentorship. One official commented that separating youth out from the
LMDAs caused a programming nightmare compounded by lack of clarity about
federal intentions. “The Feds have said they are no longer in the training busi-

_ mess, but they are highly involved in the learning business (big time) — tell me
where that line is drawn. They have an Office of Learning Technology, the

Millennium — they are all over the learning business.”

Operationally there is much direct cooperation at the provincial, regional,
and local levels as provincial and federal officials cooperate to make the most
of scarce dollars and to deliver services to the client group. The following
lengthy extract from an interview with Saskatchewan officials captures some
of the dynamics of the federal-provincial relationship in this area as far as that
province is concerned:

There is a lot more cooperation than people realise. We're involved in some way
in 80 — 90 per cent of federal youth programs, with project based programs; the
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provincial role may be to provide Provincial Training Allowance. The involve-
ment is less at policy level than at the field operational level. For example, HRDC
may get a proposal for a transition project, such as youth to work with seniors in
some outlying area. It may have backing from the school board, tribal council
partners, and need some Provincial Training Allowance money to make it happen.

Policy tends to be characterised by more struggle. But even those who com-
plain of federal unilateralism (such as the Edmonton announcement) that the
federal government would be continuing their youth employment capacity con-
cede the need for collaboration. And, at the field level there seems to be good
collaboration, HRDC r‘f:gional offices have made an effort to be consultative,
they have tried hard to reverse their culture.”

Indeed, officials interviewed in most provinces argued that the relations be-
tween the orders of government are good and that instances of conflict are
largely confined to the political and policy framework level.

Another area of cooperation is represented by the National Youth Strat-
egy initiated by the provinces and entangled in the social union proposals.
Much of the federal government’s current youth strategy was conceived as a
reaction to activities within the intergovernmental realm. As the federal Task
Force on Youth finished its consultation process, the provincial premiers banded
together to endorse the disentanglement of labour market responsibilities called
for by the interprovincial Ministerial Council on Social Policy Reform and
- Renewal (1995).

A companion document on youth employment followed in the form of
the provincial-territorial Forum of Labour Market Ministers’ National Youth
Employment Strategy (1997). The federal government scrambled to reconcile
its plans with provincial demands for greater control by downplaying its uni-
lateralist agenda and entering into multilateral negotiations with the provinces.
Prior to this, federal intergovernmentalism with respect to youth was limited
to occasional consultations and bilateral projects with cooperative provinces.
A new intergovernmental framework, entitled A New Federal/Provincial/
Territorial Partnership on Youth Employment, was completed in early 1993,

This framework confirmed that the federal government would not redis-
tribute responsibilities in the youth field, opting instead for a more pragmatic
form of cooperation operating at the multilateral and bilateral levels. At the
* multilateral level, both orders of government (with the exception of Quebec)
would cooperate through a working group to develop joint projects, although
there does not exist a formal set of selection criteria to judge whether a project
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is more appropriately dealt with at the multilateral or bilateral level. Those
areas of youth policy considered best dealt with at the bilateral level are handed
off to more specialized officials, althongh this process remains at the early
stages but for bilateral relationships set up prior to the establishment of the
National Youth Strategy discussions.

While conceding that cooperation worked well for the most part there
was a sense of continuing frustration on the part of provincial officials:

The hardest part is the two cultures of the two orders of government, especially
for HRDC. They have to get beyond thinking of senior/junior orders of govern-
ment, that “we know what’s best” and we’ll carve it up this way. Its hard for
them to comprehend that anything that Saskatchewan does will relate back to
the Saskatchewan Training Strategy. All governments are anxious about not get-
ting into unsustainable funding. So we all operate with pilots. That’s fine but the
need will not diminish. We do three or four pilots and learn a few things. But the
need is there for continuous support. We need a sustained mechanism,3

In terms of intergovernmental regime, the youth area is thus hard to classify.
Examples of unilateralism by the federal government, of classical or disentan-
gled federalism in which both orders of government act without consultation,
and a great deal of day-to-day collaborative federalism are to be found. While
by no means perfect, this type of intergovernmental regime seems to us en-
tirely normal in a functioning federal system. It is an example of what might
be termed “flexible federalism™ and, for reasons to be outlined, if it were suit-
ably improved, we consider it superior to any likely alternative, such as
disentanglement or devolution,

Policy Goals and Qutcomes

While our assessment of youth in relation to assessment criteria developed by
Lazar and MclIntosh for the purposes of these studies — redistributive equity,
efficiency, contribution to human development, mobility, and social equity —
is decidedly mixed. There are some significant negatives as well as some posi-
tives and we do not consider that the record is attributable primarily to the type
of intergovernmental regime that exists, Rather, these outcomes are derived
from the ideas, or policy paradigms, being applied to public policy in this sphere,
Therefore, while we are interested in suggestions to improve the intergovern-
mental regime we are more concerned with preserving one that leaves
institutional space for applying alternative policy paradigms as they arise over
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time. Our point is that if public policy in a federation is to meve with the times
and respond to new circumstances it should remain institutionally flexible,
though not so flexible as to produce excessive unpredictability for current actors.

Redistributive Equity. Redistribution may be of a progressive (from “haves” to
“have nots”) or regressive (from “have nots” to “have”) nature. In the youth
employment area the most marked form of redistribution is regressive and this
is largely reflected in the imbalance between the resources devoted to the young
people who benefit from postsecondary education (technically outside our brief
in this chapter but defined by many provinces as “in” the portfolio) versus
those who do not participate in postsecondary education. Some provincial of-
ficials commented on this maldistribution of resources. One New Brunswick
official pointed out that HRDC’s own research suggested that at-risk youth
experience most of the problems, and that highly educated youth manage to
obtain jobs more easily (albeit at the cost of underemployment in many in-
stances). Yet, HRDC contradicts itself by placing too much emphasis on
programs for university-educated youth.” '
Of course, if access to postsecondary education were equally open to
.those of all class and ethnic backgrounds, it could be argued that the impact
would be socially egalitarian.®® However, current trends in university financ-
ing, tuition fee increases in most jurisdictions, and the increased debt loads
that students experience,” make it clear that the sociological accessibility of
the postsecondary system is possibly more likely to narrow rather than broaden.
Such trends are quite consistent with the human capital paradigm: that
since individuals benefit from postsecondary education® they should pay an
increased share of the costs. The latter proposition is entirely normative and
integral to the neo-liberal paradigm. In fact, students already pay the costs of
their education through the higher taxes they pay after graduation and, in addi-
tion, society benefits from the investment in human capital." The requirement
that individuals bear a higher proportion of the costs of postsecondary educa-
~tion will have a chilling effect on those from lower socic-economic
backgrounds, with the effect that the continued imbalance in resources de-
voted to postsecondary education (versus those in the same age group who do
not attend postsecondary education) will be concentrated on a narrower, and
already advantaged, stratum of society.
The emphasis on postsecondary education may be regressively
redistributive in a second sense as well. In some provinces there is consider-
able out-migration amongst postsecondary graduates.” To the extent that such



248  Siephen McBride and Peter Stoyko

patterns affect the “have-not” provinces more than the “have” provinces, re-
gressive redistribution is occurring regionally. Such a situation could serve to
rationalize an increased federal role in the financing of postsecondary educa-
tion, though whether this should take the form of transfers to individuals, as
with the Millennium Scholarship Foundation, or restoration of transfers under
the CHST, obviously is a bone of contention.

Federal programs tend to emphasize university-educated youth, This
leaves low-income and lower educated youth to the provinces, many of whose
programs are aimed at increasing the attachment of these individuals to the
labour market. However, such programs can also be regarded as redistributive
in a regressive sense, as data on the increased inequality of market-generated
incomes confirm.®

It is sometimes argued that disentanglement, with youth programming
given to the provinces as many requested during LMDA negotiations, might
enhance equity.® The case that current instances of federal unilateralism and
use of spending power in the youth field has a positive effect on redistributive
equity is largely a theoretical one. The federal Youth Strategy undermines equity
because its programming is, in the main, geared toward educated youth with
above-average employment, enhances their advantage relative to less well-off
youth. The theory that a strong federal presence is redistributive, in a progres-
sive sense, rests on providing “have not” provinces with greater resources for
youth programming and the inclination to spend. This is the prevailing wis-
dom among those who study fiscal federalism in general; that is, federal
intervention furthers redistributive equity in a pan-Canadian sense.

In the present conjuncture, federal unilaterialism and the use of the spend-
ing power do not serve redistributive equity and may, if fact, create less
progressive redistribution. However, there is considerable power in the theo-
retical argument. In our view, it would be prudent to leave institutional
arrangements sufficiently flexible so that the federal spending power could
potentially play a progressively redistributive role.

The federal government has recently sought to increase its role in policy
for youth at risk, but it has attempted to do so mostly through its indirect influ-
ence with the provinces, especially through National Youth Strategy and bilateral
talks and not so much through directly implemented programs. The reason for
this is clear enough and it relates to intergovernmental relations.

In the aftermath of the Quebec Referendum of 1995, when the federal
government gave provinces authority over active labour market programming,
it designed the outstanding youth policies in such a way as to not interfere
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with this divestiture. The result is a set of youth policies isolated to employ-
ment measures closely tied to existing government ministries, a situation that
overwhelmingly favoured youth with some university education. Any attempts
to program beyond this limited sphere run the risk of contravening the Labour
Market Development Agreements and promises made to the provinces. Thus
devolution, which we have argued partly springs from neo-liberal policy con-
siderations to reduce the role of the state and enhance the role of markets,
serves to reinforce this direction. |

Efficiency. 'To what extent is the existing intergovernmental regime in youth
employment policy efficient? In part, the answer depends on the definition of
efficiency adopted. Haddow has outlined how, under the Liberals there was an
“effective emasculation of federal capacity” in active labour market policy. ®
It may be doubted whether the decision to devolve active labour market policy
to the provinces represented an efficiency gain. Having taken this step, how-
ever, does federal retention of a role in youth employment make sense in
efficiency terms? For some provinces the answer is clearly “No!” Alberta and
Saskatchewan, for example, favour inclusion of youth within the Labour Mar-
ket Development Agreements, with an appropriate transfer of resources, and
the same is likely true of all provinces that opted for a full devolution type of
LMDA. There is administrative logic in the argument that labour market pro-
grams should be approached as an integrated whole. However, it is far from
clear that the patchwork programming that might emerge as a consequence
would be efficient in any except the narrowest sense.

There are also factors that imply a continued role for the federal govern-
ment. For example, to the extent that national labour markets are seen as more
significant than provincial ones, then a role for the federal government might
be retained. According to the prevailing view, there currently exists an infor-
mal division of labour between the federal government and the provinces even
though unilateralism tends to prevail. The tacit division of responsibilities
should help to prevent inefficiencies. Federal programming has been cast nar-
rowly to a highly educated segment of youth and the gathering of labour market
information for youth as a whole, usually through a partnership between Sta-
tistics Canada and HRDC, ,

Provinces have generally taken responsibility for a much broader band
of the youth cohort, including highly educated youth but increasingly youth
deemed to be at greater risk of unemployment or marginalization, and do not
have the robust information-gathering capacity of the federal government. This
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would suggest only a small amount of overlap, aithough, to our knowledge,
there have been no attempts to gauge its magnitude systematically. But, as one
provincial official pointed out to us, there have not been any complaints of
over-servicing from the stakeholders in youth programming and, one could
argue, the provision of duplicate programming could potentially provide
recipients with greater choice and/or a larger variety of services. Most of the
controversy involves disagreements about the size of any duplication, although
most concede it is not that significant. More important than these considerations
is a broader and temporal notion that might be termed efficiency of governance.
This is the concept that any society should equip itself with institutional arrange-
ments that are not only appropriate to existing policy concerns but which are also
sufficiently flexible that they can accommodate changed priorities and instruments
that may arise in future. Certainly, the history of Canadian federalism, viewed
over the long term, is one of oscillation between centrifugal and centripetal forces. 5
By this calculation, entanglement between federal and provincial governments is
likely to vary over time but can be posited to continue indefinitely. Current policy
preferences should not foreclose future options. As a result, while no doubt capa-
ble of improvement, the existing policy regime in youth policy can be judged
reasonably efficient since it delivers programs effectively (judged by their own
criteria) while permitting the area to evolve over time, a capability that has argu-
ably been lost in labour market policy as a whole.

Human Development. In terms of youth employment programs, human devel-
opment can largely be equated with human development for the economy. Some
provincial programs do have goals of community or environmental benefit®
which may attract those interested in contributing to society as well as, or
rather than, their own human capital development in a narrow economic sense.
Similarly, some provinces remain attached to the goals of traditional liberal
arts education and are resistant to the notion that, as one provincial official put
it “career counselling should start in Grade 3.”

Beyond this, however, it was apparent that provinces see human devel-
opment in a general sense as secondary to, or drawing on the same skills base
(thinking, reasoning, problem solving, teamwork, communication) as prepara-
tion for the labour market, or simply, that it is beyond the purview of labour
market programming per se.

Much like the situation with respect to redistributive equity, federal pro-
gramming in this field is not particularly conducive to the expansion of human
development beyond a narrow economic definition. Notwithstanding this
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government’s scholarship and student loan programs most programming is fo-
cused on the enhancement of employability; that is, the programs that are
explicitly designed to enhance youth development only as an actor within the
labour market. The federal government’s position in National Youth Strategy
talks echoes this, for the government has expressed little interest in expanding
influence beyond youth employability.

It should be added, however, that the gap between the federal govern-
ment and the provinces is not terribly large. The provinces we looked at seemed
to be concentrating focus on employability programs and, to a lesser extent,
the rehabilitation of young offenders into law-abiding citizens, leaving broader
issues of human development to education ministries (also under pressure to
reorient the curriculum to cater to job markets).

Mobility. Some mobility barriers exist within the youth field. In Saskatchewan, for
example, student loans are not available for arts degrees outside the province. Out-
migration is a critical issue for Saskatchewan and there is a need to encourage
people to remain in the province and to sustain provincial educational institutions.
However, if a trade or qualification was not available inside the province individu-
als could be funded to take it elsewhere. An Ontario official pointed to the Rural
Youth Jobs Strategy as a program designed to keep people in rural areas.

Social Equity. Approaches to ensuring equitable participation in programs var-
ied from province to province. The Saskatchewan Training Strategy covers the
population at large and attempts to ensure that all groups receive equitable
treatment. Under this strategy, outcomes are measured and compared to the
representative population for those groups. The idea is at least to meet the
percentages in terms of participants and hopefully exceed them. In British
Columbia, a different model applies with a coherent strategy focused specifi-
cally on youth. -

We are not aware of any comparative study that would enable judge-
ments to be made about the relative efficacy of the various ways provinces
have evolved to reflect equity considerations. However, we would note that
there does seem to be sensitivity to the need for programs to be equitable.

Democratic Values and Goals

Citizen Involvement. All the provinces contacted had procedures in place ei-
ther to provide youth with some input and/or governments with feedback. In
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Alberta, some efforts had been made to involve youth in consultative processes
through conferences; and the design and implementation of youth programs
involved youth focus groups. For example, for the Youth Connections outreach
initiative, focus groups were asked, “What do we need to do to reach you?” The
advertising campaign relied on information from the focus groups. In British Co-
lnmbia, there are programs designed to provide young people with a chance to
speak. Youth on Boards provides an opportunity to sit on the boards of government
agencies, commissions, and Crown corporations; periodic youth forums have been
held with the desire for jobs and education surfacing as the main theme; and a
Youth Website 1s maintained, along with free cali lines and an e-mail forum where
queries and opinions can be registered.

Various measures are in place, or planned, to provide Saskatchewan youth
with a voice in policy forums. A youth advisory committee on economic issues
is planned; the government uses focus groups of young people, representative
on a geographical and demographic basis, to get a handle on such issues as
why unemployed youth are not taking up training opportunities. Preliminary
indications from that particular focus group are that there are useful (if stand-
ard) suggestions which will be helpful with apprenticeship renewal and other
processes. As well, the Saskatchewan Labour Force Development Board has a
youth reference group. It meets on an ongoing basis and has input, through
reports, to the minister. Other forums are planned for youth employed in pub-
lic sector and Crown corporations, student councils are active, and the
Federation of Saskatchewan Indians has set up a youth group and recently heid
a Youth Legislative assembly. The nature of these various forms of participa-
tion could not be accurately assessed. But on the face of it, they do constitute
a modest form of “citizen engagement” which may have some influence on
policy implementation and program delivery.

Federalism Principles

Federal expansion in the field during the early to mid-1990s, although not with-
out instances of bilateral cooperation, was largely either “unilateral” or
“uncoordinated.” Making a distinction between these two concepts is difficult
in many instances, for the ambiguity surrounding the jurisdictional boundaries
of youth policy undermine attempts to determine whether or not federal action
encroaches on provincial responsibilities.

Much of federal youth policy revolves around the provision of informa-
tion and the creation of short-term job experience within the public sector,
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both fairly generic functions of governments writ large. Neither order of gov-
ernment has a monopoly over creating partnerships that encourage non-profit
organizations and businesses to hire more youth, However, there is a case to be
made that federal unilateralism did impinge on provincial jurisdictional sover-
eignty with respect to the “learning” initiatives under the former Youth
Employment and Learning Strategy (1994-97) as this involved extensive en-
croachment into the provinces authority over education, This problem largely
dissipated in the aftermath of the Quebec referendum as the federal govern-
ment sought to insulate its youth programs from such criticism by tying them
closer to federal ministries and generic governmental functions. This is a mod-
erate shift toward disentanglement.®

Some provinces are attempting to more tightly integrate their soc1a1 as-
sistance programs and their youth employment systems, as in the recent
movement toward welfare-to-work schemes. This type of integration is not
open to the federal government because of provincial jurisdiction over social
assistance. However, removal of federal conditions on transfer payments, as
under CAP, has enhanced provincial ability to do so. Conversely, federal re-
sponsibility for Aboriginal youth has implications for these provincial efforts,
since those youth living off-reserve create policy challenges for provincial
jurisdictions. This has led to provincial calls for the federal government to
take greater responsibility for these youth, or provide appropriate compensa-
tion. The issue of Aboriginal youth would seem to pose challenges to any regime
that involves a thorough disentanglement.

There have been intermittent instances of meaningful and proactive con-
sultation between the federal government and the provinces over the last two
decades. There have also been a few bilateral pilot projects. However, most
federal and provincial activities have tended to be unilateral.

This changed as a result of two separate developments: the federal com-
mitment to intergovernmentalism was taken to a new level with the
establishment of the Federal/Provincial Youth Services Partnership Initiative
in New Brunswick. Both orders of government are represented in committees
at the central and regional levels and conflicts are resolved. This case is atypi-
- cal, however. This lack of multilateral commitment to intergovernmentalism
- led the provincial Forum of Labour Market Ministers to set out a list of de-
mands within their interprovincial Provincial/Territorial National Youth
Employment Strategy (1997).

This eventually led to the federal/provincial/territorial partnership es-
tablishing both multilateral and bilateral forums for dealing with disputes,
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although these forums are largely governed by good-will, lofty principles, and
joint committees instead of formal processes of dispute resolution.

ASSESSMENT OF ALTERNATIVE INTERGOVERNMENTAL
REGIMES

The relationship between youth policy and intergovernmentalism is complex
and undergoing a transition. The jurisdictional ambiguity surrounding the policy
area has led to a heated debate about the legitimate scope of action of both
orders of government, There are a few instances of federal unilateralism, some
instances of disentanglement, and many instances of a lack of coordination
between the federal government and the provinces. There are a few special
projects oriented around intergovernmental cooperation and joint management
and there is now a process in place with the stated goal of increasing coopera-
tion and coordination in want of a coherent national strategy. There are many
contentious issues that need to be resolved and aspects of the process that need
to be operationalized before one can describe precisely the emerging inter-
governmental regime.

This section will assess the viability and efficacy of those alternative
intergovernmental regimes that have been proposed most often. Three alterna-
tive regimes are assessed:

Interprovincial Cooperation (or Joint-Management}: Assigning responsibili-
ties holus-bolus to the provinces, with policies that require multilateral
coordination and dispute resolution handled by a forum or authority represent-
ing provinces.

Thorough Disentanglement: The assignment of discrete areas of responsibility
to each order of government, doing so for the entire range of youth programs
to prevent any overlap or duplication.

“Flexibie” Cooperation (or Joint-Management): Intergovernmental arrange-
ments that facilitate cooperation and dispute resolution between orders of
government for the full range of youth policies, but designed in a way that
does not bind future policy responses when faced with new challenges, new
understandings of the issues involved, or changes in the views of the electorate.

Some suggest that the most realistic framework would involve disentan-
glement for affluent provinces and cooperation for less affluent provinces. While
we recognize that disentanglement and cooperation could be applied to different
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provinces at the same time, this chapter will consider these regimes without
any comment about the potential for such asymmetrical approaches.

Interprovincial Cooperation

Greater interprovincial cooperation is one of the recommendations of the Min-
isterial Council on Social Policy Reform and Renewal’s Report to Premiers
{1995). This report recommended greater provincial/territorial influence over
social policy, reduced overlap and duplication between orders of government,
and the development of a new national, that is interprovincial, framework to:
(i) promote shared principles and goals held by the province; (ii) develop a
national policy reform agenda within specific sectors such as youth; and
(iii) develop mechanisms for dispute resolution and assessment of progress in
fulfilling goals.® It is not clear whether the joint mechanisms would be ad-
ministered by arm’s length agencies staffed by public servants or forums with
some measure of direct political representation. Such an interprovincial model
is favoured by some market populists, such as Thomas Courchene, because it
presumably promotes self-sufficiency of the provinces and interjurisdictional
competition for citizen loyalty and business investment. Some believe, and in
fact hope, that the logical outcome of such a “sink or swim” system is the
further degradation of provincial welfare states. The specific model proposed
by the provincial premiers is much milder, owing to worries among some in
less affluent provinces that these are indeed the incentives created by a com-
prehensive adoption of interprovincialism. In recent years, it should be noted,
provinces have become more willing to view social policy goals in terms of
their interprovincial and international trade implications, thus aligning social
policies with the imperatives of the neo-liberal focus on competitiveness and
promotion of business investment.

Intergovernmentally, this approach is not likely to come to fruition for
many reasons. Canadian governments have little experience with such arrange-
ments in the youth field, or any field for that matter, beyond joint priority-setting
among first ministers. A great deal of political good-will would have to exist
for such a strategy to be put into action and a high tolerance for trial-and-error
would be required. A major impediment to such Confederation-like arrange-
ments has been the resolving of disputes that involve a clear clash of interests
between constituent jurisdictions. The difficulty obtaining agreement on an
appropriate and fair mechanism of arbitration is the challenge. Potential sources
of conflict of this kind in the youth field involve sharing financial resources
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and policies promoting or discouraging interprovincial migration, both dis-
cussed below in greater detail.

Provinces that have made the largest investment in youth perceive little
incentive to engage in interprovincial arrangements beyond information-shar-
ing. Some provincial officials we interviewed expressed concern about being
impeded by laggard jurisdictions and saw little direct gain, at least initially,
from such arrangements. It is for these reasons that the provincial proposals
for greater interprovincialism read more like a bargaining position with the
federal government than robust commitment to interprovincialism.

This said, it is useful to look at the strengths and weaknesses of this
model irrespective of its viability, given current political trends. The interpro-
vincial model would seem to score low on those criteria related to policy goals
and outcomes. Federal government activities within the youth field are not as
progressive as provincial initiatives and so interprovincialism does not under-
mine the redistribution of resources between more and less affluent youth.
Interprovincialism does, on the other hand, pose a challenge to the redistribu-
tion of resources between more and less affluent provinces. Transfers of
resources between provinces and the ability of less affluent provinces to raise
revenue would seem to be compromised by interprovincialism, since this re-
gime offers no incentives for interprovincial transfers. Given the imbalance in
the scope of youth programming between “have” and “have not” provinces,

-there would seem to be a need to strengthen this form of redistribution. 1t is for

this reason that most interprovincial proposals retain a financing role for the
federal government.

Ensuring the mobility of youth is another weakness of this model. Youth,
particularly well-educated youth, are likely to combine school-to-work transi-

tions with geographical relocation, with the Prairie and Atlantic regions

experiencing heavy net losses,” There are residency requirements in many

-provinces for receipt of student loans and some scholarships, and Quebec has

begun experimenting with separate out-of-province student tuition fees (with
British Columbia possibly following suit).

While there are fewer overt mobility barriers of this kind among provin-
cial school-to-work programs directed toward out-of-province youth, many

© programs are operationalized in a way to encourage youth to stay within the

province, Indeed, many provincial politicians tout the benefits of youth em-
ployment policy using this justification. In Newfoundland, for example, there
is enormous concern that the flight of young people combined with the aging
of the population will undermine the capacity of the government to finance
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social programs in the long term. Likewise, provinces are reluctant to finance
the education of young people who will subsequently make use of their educa-
tion elsewhere. Advocates of interprovincialism meation the Red Seal program
— an instance of interprovincial cooperation to ensure portability and mutual
recognition of apprenticeship qualifications — as an innovation that promotes
mobility.

However, a closer look shows that interprovincial conflicts have led to a
dilution of the Red Seal program’s comprehensiveness and stringency when
compared to the original intentions of the designers. Although all provincial
premiers officially support the notion of youth mobility, clearly this is under-
stood in less affluent provinces as occurring in combination with a broader set
of policies that attempt to make local labour markets more attractive. Interpro-
vincial agreements that promote the mobility of individuals, goods and services
between provinces (and international trade agreements between countries) in
the neo-liberal mould, with its emphasis on “comparative advantage,” are rarely
accompanied by additional policies that “level the playing field” in this way.

Interprovincialism has a number of disadvantages on three topics re-
lated to democratic values and goals, namely: the promotion of citizen
involvement, legislative involvement, and the maintenance of transparency and
accountability. If the provinces were to create a separate interprovincial forum
with representation by provincial officials, be they elected politicians or ap-
pointed officials, an additional “degree of separation” is added between the
electorate and the effective policymakers. If the provinces were to create a
new authority with a measure of responsibility and autonomy, there would be
no direct linkage with the electorate. In whatever form, such an arrangement
would likely require mechanisms of citizen involvement that are, by them-
selves and relative to traditional forms of democratic input, less likely to obligate
policymakers to respond to citizen preferences.

This approach would also sideline legislatures, whose role would be
presumably reduced to ratifying the new arrangement and, in a more conscien-
tious formulation, periodic review of progress by legislative committees. It
should be noted, however, that most proposals call for a separate, non-
legislative, mechanism for reporting progress in order to provide a basis for
audit-like evaluation. This is only one aspect of a comprehensive approach to
accountability which, as Paul Thomas notes, should also include: “the assign-
ment of responsibilities, ideally based upon agreed upon goals and purposes;
an obligation to answer for the discharge of those responsibilities; surveil-
lance of performance to ensure compliance with directions given; [and] possible
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sanctions for non-performance and rewards for successful performance.”” It is
unclear how the last item on this list would be fulfilled, for, constitutionally
speaking, sanctions and rewards within Canada’s existing Westminster model
of governance are directed solely through parliamentary and electoral institu-
tions. Finding a way to reconcile this type of divided governance with existing
democratic institutions is a problem for which there would seem to be no obvi-
ous solution. '

Protection of minority rights is poorly served by this model, for there is
no check on the arbitrary actions of each province except for moral suasion

from other {concerned) provinces. Only minorities who speak one of the offi-

cial languages would seem to have the benefit of this weak form of protection.
Manitoba government objections to Quebec language laws during the Meech
Lake Accord debate, and Quebec objections to Ontario closing a francophone
teaching hospital in the late 1990s, are examples. More active forms of minor-
ity protection, such as federal government attempts to promote the French
language outside Quebec, are largely negated by this model.

The criteria on which the interprovincial regime scores higher relate to
its adherence to federalism principles, or, perhaps, confederalism principles.
This regime is premised on a division of powers in which overlap is minimized
or eliminated between orders of government, with interprovincial overlap han-
dled through diplomacy. The issue of whether or not this translates into respect
for political sovereignty between orders of government is less clear. The fed-
eral government currently maintains clear jurisdiction over Aboriginal affairs
on reserves, the collection of national labour market statistics, and the use of
its spending power. The federal government has also insisted that it has some
authority over occupational training matters.

Most interprovincial regime proposals are operationalized in a some-
what diluted form to allow the federal government to retain those responsibilities
that are undisputed. This is in recognition of the sovereignty problems posed
by a fully interprovincial regime. There also needs to be a strong commitment
to intergovernmental processes for this model to function, although, as men-
tioned earlier, there would seem to be few incentives to encourage jurisdictions

. to conduct diplomacy in good faith. Unlike arrangements in which orders of

government operate with overlapping and complementing responsibilities, there
are few incentives to spur diplomatic efforts where approaches to policy di-
verge. The youth policy area has no obvious characteristics that would spur
such efforts. '
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Thorough Disentanglement

A far-reaching proposal for a thoroughly disentangled regime on the issue of
youth has been made by the Alberta government in its People and Prosperity
strategic plan. According to this plan, the federal government is “responsible
for the efficient functioning of the national economy, Employment Insurance,
providing fiscal transfers to the province for postsecondary education and other
human resource activities, and providing appropriate and adequate support to
programs for Aboriginal persons.”™

The provincial government is given the remaining responsibility for pro-
moting human and career development, with much of the implementation

- delegated to local governments, educational institutions, and organizations

within the market and non-profit sectors. What makes this plan most persua-
sive is the federal government’s failure to articulate its responsibility, including
the rationale behind it, beyond the policy areas enumerated in the Alberta plan.
It is not clear, for example, what functional purpose is served by the federal
government’s direct involvement in services to non-Aboriginal, at-risk youth,
especially when one considers that the provinces retain control over the policy
areas best suited to helping this segment (e.g., the education system and social
assistance).

Indeed, given that the bilateral LMDAs provide provincial governments
with such a large swath of labour market policies, maintaining a separate sys-
tem for youth would seern needlessly redundant and result in the poor integration
of services. Folding youth policy into an LMDA-like arrangement would be
fairly simple in logistical terms. Thus, federal activities beyond the areas enu-
merated above pose efficiency problems, at least as managerialists would define
the term “efficiency.”

- There is, however, an important shortcoming to thorough disentangle-

‘ment proposals; it is not clear whether a policy area such as youth employment
" and school-to-work policy can be hived-off into discrete jurisdictions. Youth

employment policy cuts across departmental structures, jurisdictional bounda-

ries, and common categorizations of policy. As well, many youth policies

involve fairly generic functions of government. Public sector employment,
which used to give youth jobs and work experience, for example, is open to all
governments and is, as evidence of a “lost generation” of young public ser-
vants suggests, a necessity. _

To take another example, provincial governments, local governments,
businesses, universities, unions, and even foreign governments provide
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Canadian citizens with scholarships. Thus, there would seem to be no compel-
ling reason to actively prevent the federal government from doing so.
Scholarships are perceived by many as generic functions of large, socially con-
scious organizations, not of a single level of government. It is for these reasons
that many advocate a disentangled model operationalized in a more modest
form whereby: (i) governments would be free to set internal personnel policies
to favour youth; (ii) those policies more easily disentangled would be given to
particular jurisdictions; and (iii) for those policies where overlap is unavoid-
able, one order of government would be given a leadership role and coordination
would proceed on a bilateral basis (in the area of Aboriginal youth, for exam-
ple). This less-than-thorough form of disentanglement would not eliminate the
need for coordination,

However, disentanglement scores over intefprovincialism in account-
ability terms. With discrete jurisdictions, less effort is required to determine
what government is responsible for each program. Regimes that require a large
investment in intergovernmental mechanisms undermine {ransparency. Citi-
zens can judge the outcomes of the process but can rarely pin-point
responsibility. A thoroughly disentangled regime avoids this except in instances
of policy voids. In those cases no jurisdiction takes responsibility, and it is
unclear which order of government to hold accountable. For example, prior to
the signing of the new LMDAs, third-party service providers in many prov-
inces were given federal funding to maintain labour market programs. Following
the LMDAs, federal funding was eliminated and many provinces were not in-
terested in picking up the tab (despite a federal transfer of funding, albeit at
more modest levels). In other words, many provincial governments lobbied to
obtain control over certain services, only to opt not to provide such services
when control was secured. In such instances, disentanglement becomes a form
of surreptitious defunding. '

This regime also does not address responsibility for funding decisions.
For example, recent cuts in federal transfers to the provinces for health and
education caused programming cuts. And it appears that it is the provincial
governments that are being held accountable by their public for these cuts, The
division of powers and commitment to political sovereignty are strong points
for thorough disentanglement because these federalism principles were con-
ceived with the “classical” model of federalism in mind. Commitment to
intergovernmental processes would be rendered moot for most areas of policy,
although intergovernmental mechanisms to provide stable and predictable fed-
eral funding would still be required. ‘ : '
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“Flexible” Cooperation

The model with the highest report card score would be what we have termed
“flexible” cooperation and joint management between orders of government.
Because youth policy tends to sprawl across a large cross-section of govern-
ment departments, and because our understanding of this policy field is evolving
at such a rapid rate, there would seem to be a case for the flexible cooperation
model. It is-also justifiable on long-term governance efficiency grounds.

~ Insofar as the flexible cooperation model includes active joint represen-
tation on committees at the policy and implementation levels, such mechanisms
would function well, although their precise configuration would likely differ
across very dissimilar provincial state structures. This would also allow for the
provinces to gain a more reliable opportunity to have input into federal deci-
sions that encroach on their jurisdiction, instead of the intermittent contact
that would come from unilateral or disentangled regimes. Asymmetric arrange-
ments would be possible.

The key benefit of a cooperative regime involves the way it provides a
hedge against future developments in the youth policy field, both in terms of
the types of problems encountered and the innovations created. Rigid disen-
tangled regimes often possess an inertia that can preclude the creation of
functional solutions to new problems in the future, especially ones in a field
that so readily cuts across jurisdictions. Flexibility is undermined by disentan-
glement because jurisdictions are given a de jure mandate to defend their turf,
whereas fully implemented cooperative arrangements are premised on mainte-
nance of relatively fluid relationships of interdependence. This medel also
allows governments to adopt a more citizen-centred approach to service deliv-
ery which can become streamlined and fully integrated. This could potentially
evolve into a model that goes beyond simply offering easy access to a menu of
~ programs and addresses a young person in a holistic fashion and tailors ser-
vices to meet individual needs. :

The chief barriers to such a model relate to cost and the difficulty of
connecting federal and provincial institutions that have evolved differently.
The closest example of a cooperative arrangement is the Federal-Provincial
Youth Services Partnership Initiative in New Brunswick. This initiative was
largely built by federal pilot-project funding that made both cooperation and
New Brunswick’s wider array of programs possible. The structure of both
governments’ lead ministries also mirror each other, owing to a long-standing
relationship of cooperation. The experience of federal-provincial collaboration
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in Saskatchewan is similar. It is unclear how such a relationship can be repli-
cated on a grander scale in the larger provinces and then to cope with very
different provincial program structures. Another barrier to implementing such
aregime would be intergovernmental tensions within larger, affluent, and more
disentanglement-oriented provinces (British Columbia, Ontario, Alberta, and
Quebec). Political tensions between federal and provincial levels, such as within
Ontario and Quebec, make the likelihood of implementing such a regime very
low in the near future.

Integrated and flexible cooperation scores higher than other regimes with
respect to the main policy goals and outcomes addressed in this study.
Redistributive equity could potentially be better served through arrangements
that oblige all policymakers to identify a continvum of services and subse-
quently adapt programming to fill gaps and increase progressivity.
Interprovincial redistribution and mobility would presumably be well served,
assuming that the federal government, as representative of the country as a
whole, is more committed to these goals. There would also be the potential for
a more comprehensive approach to human development in situations where
the whole cross-section of social policies are fully integrated. There are, of
course, a large number of “ifs” in this regime regarding the political will and
foresight to offer a more comprehensive approach. The point made here is sim-
ply that cooperative arrangements provide a larger window of opportunity for
such policy approaches.

The benefits of flexible cooperation with respect to democratic values
and goals would seem to be less straightforward. The protection of minorities
in provinces less disposed to minority rights would be presumably reinforced
by this model for the minorities in which the federal government took an inter-
est. The role of legislatures would likely be weakened as responsibilities would
be delegated to public servants, although active Cabinet committees would be
required to champion the cause across departments. Citizen involvement un-
der this model would seem to be ambiguous and subject to greater competition
insofar as the input of other organized stakeholders is sought.

Most importantly, transparency and accountability would be undermined
by the regime’s reliance on closed and complex administrative structures to
~ coordinate policy. Pin-pointing effective decision-points would be nearly im-
possible. The New Brunswick example serves as testament to this problem.
However, collective accountability for youth policy would be reinforced since
governments find it more difficult to completely avoid responsibility for
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decisions made through collaboration. The Westminster model’s doctrine of
collective responsibility accommodates this.

The main challenge would be to reinforce such collective accountability
mechanisms in an era when the general public seems to want more pin-point-
ing of individual responsibility for decisions. Although the flexible cooperation
regime denies a very strict division of powers, this would seem to suit the very
nature of youth employment policy. There would be a much stronger commit-
ment to intergovernmental processes as these processes would become more
formalized within joint decision-making and joint-management administrative
structures.

CONCLUSIONS

Since the current system is moving away from a largely counterproductive
regime of unilateralism toward some form of sophisticated intergovernmental
collaboration, cooperation would likely provide the workable framework from
which to build an alternative governance regime. Among the principles that
such a regime might include are the following:

¢+ negotiation of medium-term definitions of roles and responsibilities with
the clear understanding that these can be reviewed and altered with ad-
equate notice of intention to do so;

*  avoidance of duplication by building on the tacit division of labour that
already exists;

* new funding arrangements for joint programming in regard to urban

Aboriginal populations; :

« medium-term funding agreements to replace project funding;

+ reciprocal and adequate notice of changes to funding and programming;

* continued exploration at the Forum of Labour Market Ministers of pos-
sibilities for muitilateral and bilateral programming agreements;

» reciprocal early-warning arrangements regarding future unilateral
initiatives.

These should be regarded as indicative only. Our main conclusion is
that the current intergovernmental regime is capable of incremental improve-
ment and that moving in this direction has the virtue of making existing roles
and responsibilities clearer while leaving options open for the future.
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