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ORDERS OF REFERENCE
House or COMMONS,

Fripay, 19 July, 1940.

Resolved.—That Bill No. 98, An Act to establish an Unemployment Insurance
ommission, to provide for Insurance against unemployment, to establish an
Employment Service, and for other purposes related thereto, be referred to a
Special Committee of the House consisting of Messrs. Cardin, Chevrier, Graydon,
Hansell, Homuth, Jackman, Jean, MacInnis, Mackenzie (Vancouver Centre),
MecLarty, McNiven (Regina City), Picard, Pottier, Reid and Roebuck, with
power to call for persons, papers and records, to examine witnesses, and to
report from time to time.
Attest.

ARTHUR BEAUCHESNE,
Clerk of the House.

Moxpay, July 22, 1940.

Ordered: That the said Committee be empowered to print, from day to
day, 1,000 copies in English and 400 copies in French, of its Minutes of

Eoce&dings and Evidence, and that Standing Order 64 be suspended in relation
ereto.

~ Ordered: That the said Committee be empowered to sit while the House
18 sitting.

Attest,

ARTHUR BEAUCHESNE,
Clerk of the House.
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REPORTS TO THE HOUSE
Monxpay, July 22nd, 1940.

-The Special Committee on Bill No. 98 respecting Unemployment Insurance
begs leave to present the following as a

FIRST REPORT

Your Committee recommends that it be empowered to print, from day to
day, 1,000 copies in English and 400 copies in French, of its Minutes of
Proceedings and Evidence, and that Standing Order 64 be suspended in relation
thereto.

Your Committee also recommends that it be empowered to sit while the
House is sitting.

All of which is respectfully submitted,

N. A. McLARTY,
Chairman.




MINUTES OF PROCEEDINGS

Monpay, July 22, 1940.

The Special Committee on Bill No. 98, respecting Unemployment Insurance
met this day at eleven o’clock a.m.

Members present: Messrs. Cardin, Chevrier, Graydon, Hansell, Jackman,

Maclnnis, Mackenzie (Vancouver Centre), McLarty, McNiven (Regina City),
Pottier, Reid, Roebuck.

Members of the Senate in attendance: Hon. Senators J. T. Haig, J. A. Mac-
donald (Cardigan), W. Duff, J. E. Sinclair.

In attendance: Mr. Gerald H. Brown, Assistant Deputy Minister of Labour;
Mr. Eric Stangroom, Chief Clerk, Department of Labour; Mr. J. S. Hodgson,
Industrial Research Clerk, Department of Labour; Mr. A. A. Heaps of the Unem-
ployment Insurance Branch, Department of Labour; Mr. Tom Moore, president
of the Trade and Labour Congress of Canada and Mr. Fred Molineux, General
Organizer, Brotherhood of Painters, Decorators and Paperhangers of America,
representing the Trade and Labour Congress of Canada; Mr. Norman S. Dowd,
Sec’y-Treas. of the All-Canadian Congress of Labour.

Nominations for Chairman having been‘requested, Mr. Graydon pnoved
seconded by Mr. MacInnis that the Hon. N. A. McLarty be elected Chairman.
There being no other nominations, Mr. McLarty was unanimously elected. He

took the Chair and thanked the members of the Committee for the honour con-
ferred upon him.

_ The Chairman outlined the business on the order for the day and the Com-
mittee immediately proceeded with its deliberations.

On motion of Mr. Reid, second by Mr. MaclInnis, the following resolution
was unanimously carried:
Resolved: That an invitation be extended to the Honourable Members of

the Senate to attend the meetings of this Committee and to participate in the
examination of witnesses and in the debate on the various clauses.

On motion of Mr. Mackenzie (Vancouver Centre), seconded by Mr.
McNiven (Regina City), the following resolution was unanimously carried:

Resolved: That the Committee ask leave to print, from day to day, 1,000
copies in English and 400 copies in French, of its Proceedings and Evidence, and
that Standing Order 64 be suspended in relation thereto.

On motion of Mr. Reid, seconded by Mr. Roebuck, the Committee
unanimously

Resolved: That the Committee ask leave to sit while the House is sitting.

The Chairman with the consent of the Committee invited Mr. Gerald S.
Brown, Assistant Deputy Minister of Labour, to give an outline of the Unem-
ployment Insurance scheme as contained in Bill-No. 98 of 1940. Mr. Brown
thereupon addressed the Committee and answered questions. At the conclusion
of his testimony the witness was thanked by the Chairman and he retired.

v



vi SPECIAL COMMITTEE

The Chairman then asked Mr. A. A. Heaps, of the Unemployment Branch
of the Department of Labour to take the Stand. The witness informed the
Committee in respect to the cost of administration of the Act. At the con-
clusion of his presentation the witness was thanked by the Chairman and he
retired.

The question of hearings by the Committee of representatives of organized
industrial and labour associations was then discussed and it was agreed that this
question be left in the hands of a sub-committee which would report to the
Committee from time to time.

On motion of Mr. Reid, seconded by Mr. Pottier, the Committee unani-
mously carried the following resolution:

Resolved: That a subcommittee, consisting of the Chairman and Messrs.
Mackenzie (Vancouver Centre), Chevrier, MacInnis and Graydon, be set up
to arrange the procedure before the Committee and make arrangements for the
order in which witnesses will appear and as far as possible report on the prob-
able duration of presentations.

At. 12,55 p.m., on motion of Mr. Chevrier, the Committee adjourned to
meet again at 3.30 p.m., this day.

ANTOINE CHASSE,
Clerk of the Commiattee.

Monpay, July 22, 1940.

The Committee met again at 400 p.m., Hon. N. A. McLarty, the Chair-
man, presiding. :

Members present: Messrs. Chevrier, Graydon, Hansell, Jackman, MacInnis,
Mackenzie (Vancouver Centre), McLarty, Picard, Pottier, Reid, Roebuck.

- Members of the Senate in attendance: Honourable Senators J. E. Sinclair,
J. A. Macdonald (Cardigan).

In attendance: The officials from the Department of Labour, the repre-
sentatives of the Trade and Labour Congress of Canada and of the All-Cana-
dian Congress of Labour, attending the morning sitting and already mentioned,
were again in attendance during the afternoon sitting of the Committee.

. Mr. Eric Stangroom, Chief Clerk in the Department of Labour, at the
mvitation of the Committee took the stand. The witness discussed the advan-
tages of graded contributions and benefits as opposed to the so-called flat rates.

At the conclusion of his presentation the witness answered a number of questions

and after being thanked by the Chairman he retired.

Mr. J. 8. Hodgson, Industrial Research Clerk, of the Department of Labour,
O’_otawa, was in turn invited to take the stand. The witness dealt at length
with the merit-rating and with certain questions arising out of the schedules

contained in the Bill (98) under consideration. His presentation was inter-
rupted for the dinner recess.

At 6.00 p.m., on motion of Mr. Picard, the Committee adjourned to méet
again at 8.30 p.m. this day. :

ANTOINE CHASSE,
Clerk of the Committee.
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UNEMPLOYMENT INSURANCE vii

Moxpay, July 22, 1940.

The Committee resumed at 8.30 p.m. this day. The Chairman, Hon. N. A.
McLarty, presided.

Members present: Messrs. Cardin, Chevrier, Graydon, Hansell, Jackman,
Jean, MaclInnis, Mackenzie (Vancouver Centre), McLarty, McNiven (Regina
City), Picard, Pottier, Reid, Roebuck.

Members of the Senate in attendance: Honourab}e Sepators A. L. Beau-
bien, A. B. Copp, R. B. Horner, C. MacArthur, J. E. Sinclair.

. In attendance: The officials from the Labour Department, the representa-
tives of the Trade and Labour Congress of Canada and of the All-Canadian
ongress of Labour, attending the morning and afternoon sittings and already
mentioned, were again in attendance during the evening sitting.

Mr. J. S. Hodgson, Industrial Research Clerk, of the Department of Labour
resumed the stand. After completing his presentation begun during the after-
noon sitting the witness answered certain questions, and then retired.

Hon. Tan Mackenzie suggested that the Committee express its appreciation
for the very able manner in which the four officials of the Department of
Labour heard during the day had presented the various aspects of the subject-
matter of the Bill (98) under consideration. After the Chairman had voiced
the thanks of the Committee to the various witnesses, the Committee proceeded
to consider the Bill (98) section by section.

The following sections were adopted:—
1,2,3,4,5 (1) (20 3),6,7, 8,09, 10, 11, 13, 14, 15, 16, 17, 18,
19 (1) (3) (4), 21, 22, 24, 25.

The following sections stood over for further consideration:
5 (4), 12, 19 (2), 20, 23.

At 11.00 pm., the Committee adjourned to meet again at 10.30 a.m.
Tuesday, July 23rd.

ANTOINE CHASSE,
Clerk of ‘the Committee.






MINUTES OF EVIDENCE
House or Commons, Room 227,

July 22, 1940.

The Special Committee on Bill No. 98 respecting Unemployment Insurance
met at 11 o’clock a.m.

In attendance: Mr. Gerald H. Brown, Assistant Deputy Minister of Labour,
Ml‘_- A. A. Heaps, Mr. T. Stangroom, Mr. J. S. Hodgson, Mr. A. D. Watson,
Chief Actuary, Department of Insurance.

The CuairmMAN: Gentlemen, I wish to thank you for the honour you have
conferred upon me of electing me chairman of the committee. I suggest the
first thing we should appropriately do is this: Representations have been received
from the Senate of Canada suggesting that they would like to participate In the
discussions, and I would ask if it is the wish of the committee that an invitation
be sent to them forthwith from this committee asking them to attend and
participate to such an extent as they deem desirable.

On motion by Mr. Reid, seconded by Mr. MacInnis, it was directed that an
invitation as indicated by the chairman be forwarded to the Senate forthwith.

The CuamrMAN: Gentlemen, I think, perhaps, it might be useful, before
the committee starts its proceedings, if we could agree on some general line
of procedure which would make our progress more uniform and undoubtedly
promote it. The suggested method of procedure which I have drafted and on
which T would like to have the views of the committee is, first, that we obtain
an explanation of the bill, which as you know is quite a long one, and we have
arranged that four of the officials of the Department of Labour who have been
most actively and continuously engaged in its preparation should each make
some statement on the various phases of the matter. These gentlemen are
Mr. Gerald Brown, Assistant Deputy Minister of Labour; Mr. Heaps, whom
you _all know; Mr. Stangroom, who has been giving his attention to it for a
considerable period of time; and Mr. Hodgson who has also studied the measure
in detail. After that I thought we should probably proceed to the tabling of
the actuarial report. That report has been prepared by Mr. Watson, Chief
Actuary of the Department of Insurance, and one who enjoys an international ‘
reputation as an actuary, and who has been kind enough to agree to attend to
answer any questions which the committee may see fit to ask him. Having
done that I thought we could then proceed to hearing the representations of those
interested and who wish to be heard in the matter, and at the conclusion of
that a consideration of the bill clause by clause, and then prepare the report
of the Committee. Does that order of procedure appeal to you?

Mr. RoeBuck: That sounds very good to.me, Mr. Chairman. If a motion

is required to confirm it, I do not know that it is, but I would be glad to
§0 move.

The CuamMaN: I do not think a motion is needed if we agree on that order
of procedure.

Hon. MEMBERs: Agreed.

The CHAIRMA}\I: In that case then, gentlemen, I will call Mr. Gerald
H. Brown to explain the background of the measure.

Mr." GrraLp H. BrowN, Assistant Deputy Minister of Labour, called:
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The Wirness: Mr. Chairman and gentlemen of the committee: The first
thing that I should like to say is that the subject of unemployment insurance
has been under examination and review in the Department of Labour, from

which the present bill has emanated, during a period of upwards of twenty
years.

Mr. RoeBuck: Mr. Chairman, would it not be better if the witness, or the

speaker, occupies a space say about where Mr. Heaps is sitting rather than
where Mr. Brown now stands?

The CHAIRMAN: Quite so. Perhaps it would be better if he spoke from over
there at the centre table.

The Wirness: Mr. Chairman and gentlemen of the committee: The
subject of unemployment insurance is one which has been under constant exam-
ination and review in the Department of Labour for a period of upwards of
twenty years. The Minister of Labour (Hon. Mr. McLarty) in presenting the
resolution to the house on which the present bill is founded referred to a
recommendation which was made in April, 1919, in favour of the establishment
of a national system of unemployment insurance, which was made by the Royal
Commission on Industrial Relations which had toured the country from coast
to coast. This recommendation was unanimously endorsed by a national
industrial conference, which assembled in Ottawa in the fall of 1919 and
which was attended by 210 leading representatives of industry and labour and
representatives of the government as well.

Members of the committee are aware, of course, that the principle of a
state system of unemployment insurance, a contributory system to be supported
by employers, and workers, and assisted by the state, has been approved: on
more than one oecasion by a resolution in the house. I had, myself, the privi-
lege of attending as a witness before a committee of the house in 1928 and
1929 when this subject was under consideration; at that time on motion of
Mr. Heaps. It is not necessary, of course, that I should do more than remind
the members of the committee of the adoption by parliamént of the Employ-
ment and Social Insurance Act of 1935 and of its disallowance in 1937 by the
Judicial Committee of the Privy Council, as involving an invasion of provincial
rights. In the fall of the same year, 1937, in which the decision of the Privy
Council was made, the then Minister of Labour, the late Hon. Mr. Rogers,
arranged for a visit to Canada to be made by Mr. D. Christie Tait of the
International Labour Office in Geneva, who is regarded as an authority of inter-
national repute on unemployment insurance, both as to legislation and admin-
istration; for the purpose of giving us the benefit of his views in the prepara-
tion of a bill for presentation to parliament suited to the conditions existing
in this country. Letters were addressed at that time by the Prime Minister,
the Rt. Hon. Mr. Mackenzie King, to all of the provincial governments, as you
will recall, asking that parliament should be vested with the power to deal with
this subject matter by amendment to the British North America Act; but the
consent of three of the provinces to this procedure was not given until the
present year. And, as we know, the British North America Act was amended
accordingly within the past few weeks.

By Mr. Graydon:

Q. What provinces do you refer to?—A. The three provinces in question
were Quebec, New Brunswick and Alberta; which for the time being for dif-
ferent reasons had not fallen in line fully with the government’s suggestion.

May I make mention as well of the endorsation of the national system of
unemployment insurance by the National Industrial Commission which was

- appointed by the late Minister of Labour in 1937, in its final report in 1938,

and as well of the endorsation of unemployment insurance by the Royal Com-
[Mr. Gerald H. Brown.]
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UNEMPLOYMENT INSURANCE 3

issi ominion-Provineial Relations, the report of which has been pre-
Islflalns:égntgnt&g government and to parliament since the opening of the present
session, :

Now, it may I think fairly be said therefore that the subject m}-zlitt%r deﬂf
with in the present bill has been before the government and before tde : f_:pta :
ment of Labour in particular continuously for more than two deca es},1 1.nt§1;t
sively so during recent years, and very intensively during recer}tv }rflont g, i
the subject matter has been under constant review and that e d r;v%h een :
touch both with thought and with action elsewhere as well as wit b he v1e;vs
which are entertained by employers and employed interests m the coun gy
here itself. Members of the committee, therefore, Mr. Chalrman.,'may_ 1e
assured that the bill which is before them has not been drawn up over n-lg;]mt,
that it has not been conceived in any circumstances of undue haste, bu}‘lc 3 %t
every possible care has been taken on the part of those of us who ha\;e | at 0(;
do with the preparation and drafting of the measure in the Depar }Ilneré s
Labour and in the Department of Justice as well, and on the part of the Chie
Actuary of the Department of Insurance also—that every care and attention

possible has been given to the different features which are involved. Now, Mr.
Heaps, Mr. Stangroom and Mr. Hodgson—

Hon. Mr. Mackenzie: Would you speak a little louder, please?

The WirNess: Yes, sir—whose assistance has been afforded to us through
the Civil Service Commission in the drafting of the bill are quite prepared, as
I am myself, to afford the committee any assistanee that is in our power in
reaching a wise conclusion as to the principles and the detailed provisions,
and to answer any questions that may arise as well as we may be a,ple to.

I should like before passing along further to mention the assistance, the
splendid assistance, that has been given to us by Mr. Watson, the Chief Actuary
of the Department of Insurance, who has submitted an actuarial report copies
of which have been mimeographed and will be presented to members of the
committee; they are available for distribution at once. The report is one
which expresses complete acquiescence in the financial features of the measure.
Now, the systems of unemployment insurance existing in different countries
fall into two groups: one group is made up of systems existing in some ten
European countries, covering four and one-half millions of working people,
based on contributions by public authorities, to union funds of one kind and
another. The other group is made up of thirteen countries in Europe and else-
where, including Great Britain, Germany, Italy, Russia, South Africa, Aus-
tralia in part, and more recently, the United States having schemes based on
the principle of compulsory maintenance of unemployment benefits covering
in all, it is estimated, upwards of ninety million people in different parts of
the world, and, of course, very many more if dependents are taken into account.
‘ So much, gentlemen, for what may be regarded as the background, unless
anyone would like to ask any questions. If not, I shall proceed to deal very
briefly with the principal features of the measure which have been referred
to the committee for attention, leaving it 'to Mr. Heaps, Mr. Stangroom and
Mr. Hodgson to deal with the different features more in detail, if that will meet
with your approval. ‘

The Honourable Mr., McLarty had mentioned when the bill was before the
house that it will apply to employed persons to the number of two million one
hundred thousand, as eompared with one million six hundred thousand, under
the bill of 1935. This increase is based mainly on an estimate of the Bureau
of Statistics and represents the increasé which has occurred or will have

occurred next decennial census in the number of employed work people in the
country, male and female.
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The two million, one hundred thousand work people who will be covered
by this scheme represent a very substantial proportion, indeed, of the total
wage-earning population of the country, which is estimated by the Bureau of
Statistics for next year at two million, seven hundred and ninety-four thou-
sand in all.

I need scarcely say that the 1935 Act was modelled closely on the British
Unemployment Insurance Act, which was the first national system of unem-
ployment insurance to be set up in any country.

Mr. RoeBuck: I do not understand those two figures.

The Wirness: Two million, one hundred thousand, out of two million,

seven hundred and ninety-four thousand in all. I do not need to more than
mention, sir, the exceptions, comprising as they do, agriculture, forestry, fishing,
lumbering, logging, transportation by air or water, stevedoring, private domestic
gervices, and so on, which constitute the difference between the two million

one hundred thousand and the two million seven hundred and ninty-four
thousand.

Mr. GraypoN: Do you include horticulture in agriculture?

The Wirness: I am not in as good a position as I would like to be to
answer that question, but I shall be pleased to have a definite answer given,
if I may, very shortly.

The bill falls into five main parts. The first part deals with the adminis-
trative body, the Unemployment Insurance Commission.

The next part deals with the conditions under which the insurance is to
be payable.

The third feature is the establishment of an unemployment insurance
advisory committee.

Then there is the establishment of a national system of employment offices.

Finally, we have the schedules setting out the lists of occupations and
industries covered and those excepted from the measure, as well as the scales
of contributions and benefits.

The commission is to be composed of three members, one to be selected in
consultation with organizations of industry, and another in consultation with
organizations of employers, the chief commissioner to be designated by the
government. The latter, the chief commissioner, is to hold office for ten years;
the other two commissioners for five years.

The thought in providing for the five-year term for the two commissioners,
other than the chief commissioner, is to insure that the representatives designated
on behalf of industry and labour would be regarded as still being acceptable
over a period of years because of the changing conditions which are apt to
oceur in organizations of that kind.
~ Systems of administration of unemployment insurance vary in different
countries. In Great Britain the administration is carried on by a department
of the government, whilst in Germany and Italy national institutions separate
from the government departments were set up for administrative purposes.

In the United States, the administration is under the control of what is
known as the Social Security Board. The arrangements in the individual
States of the American union vary considerably as to administration. In
twenty-elght states there are commissions of one kind and another. In
other mstances the administration is in the hands of departmental authorities.

I_’assmg next to the question of staff, the entire staff under the bill will be
appointed by the Civil Service Commission. Apart from the headquarters at
Ottawa, there will be a staff for the regional offices and for the local offices
throughout the country.

The regional set-up that we had in mind is one that would perhaps treat the

lower provinces as one part and the province of Quebec as another part. The
[Mr. Gerald H. Brown.]
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UNEMPLOYMENT INSURANCE 5

rovi f Ontario and the more highly industrialized parts of the province of
%l?ebgccew(())ul?i be another region, and the prairie provinces and the pacific coast
are separate regions. : -

It was estimated by the late Sir George Perley, when he was acting for 3;.
Bennett when the unemployment insurance bill was before parliament in 1935,
that there would be some three thousand eight hundred of staff in all required for
the administration of the Unemployment Insurance Act.

Mr. Graypon: Would that include the employment service?

The Wirness: It did, yes. Notwithstanding the increase from one million,
six hundred thousand coverage to two million, one hundred thousand, we are
quite satisfied, in the light both of English and of American experience, to say
nothing of experience elsewhere, that the estimate of the staff made at that time
was excessive. It is impossible to make an exact estimate of the staff, but our
feeling has been that it would not run much more than three thousand, even with
the increased coverage that I have spoken of from one million six hundred
thousand to two million one hundred thousand.

We have estimated that there will be some eighty-three principal offices
scattered throughout the country. In some of the larger cities more than one
will be in the same centre. But we have estimated some eighty-three principal
local offices and some fifteen hundred sub offices for the handling of the employ-
ment service and of the unemployment insurance aspects of the legislation
together, because these matters will be taken care of in the same offices.

If the members of the committee desire it I would be pleased to run over the
enacting provisions of the bill.

The enacting provisions as to unemployment insurance, as you see, are
contained in sections 13 to 16.

Methods preseribed for the collection of contributions by workers and
employers are outlined in sections 17 to 26.

The right of insured persons to insurance benefits—sections 27 to 42, including
the statutory conditions under which insurance benefits will be paid, section 28.

Disqualification for benefits—sections 42 to 45.

Determination of questions, sections 46 to 51.

The appointment of courts of referees to deal with disputed claims in differ-

ent localities and of an umpire whose decision on appeals is to be final—sec-
tions 52-53.

The appointment of insurance officers having to do with the collection of con-
tributions and the payment of benefits, sections 54-66.
Legal proceedings, sections 67-72.
Inspection, sections 73-76.

The establishment of an unemployment insurance fund and the appointment
of an investment committee, sections 77-81.

Passing now to the unemployment insurance advisory committee, which is
provided for in the sections following 82 to 87, this body is to report to parliament
annually on the insufficiency or the over-sufficiency of the insurance fund. It is
to investigate the desirability of extending the benefits of the Act to industries
which are exempt or not covered at the outset, and it is to report on the desire
of the public authorities and to recommend any necessary amendments to the
Act.

Part 3 of the bill, sections 88 to 91, provides for the organization of a
national system of employment offices to assist workers in obtaining employment

for which they are fitted and to aid employers in obtaining the services of workers
suitable to their needs.
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There are no compulsory features attending the employment service. It is a
free service; its use is entirely voluntary in all respects. People receiving
insurance would have to report to the employment office in connection with—

£ * By Hon. Mr. Mackenzie:

Q. Will the provinces continue their existing scheme of employment
offices?—A. The existing scheme of provincial employment offices is a dominion-
provincial set-up, which has been subsidized from the dominion treasury. The

agreements with the provinces are subject to one month’s notice of termination,

and the bill before you contains a provision permitting of the rescinding of the
federal statute which—

Q. You have an agreement with the provinces now?—A. —will permit of
the withdrawal of federal aid. You would realize that the benefits of the
service will extend beyond the insured industries to the employment services
generally. It will cover the whole field of employment. It will therefore have
to do with domestic service; it will have to do with lumbering; it will have to
do with fishing and it will have to do with all these lines of employment in
industries which are not covered by unemployment insurance.

By Mr. Graydon:

Q. Has this been taken up with the provinces and have they consented to
this change?—A. The whole matter was taken up with the provinces by the
Prime Minister to this extent, that the provinces were asked if they were
agreeable to the subject of unemployment insurance—

Q. I am referring to the employment offices?—A. —being brought within
federal jurisdiction.

Q. I am referring more particularly to federal services?—A. The Justice
Department which has advised us in these matters has advised that the employ-
ment service is a necessary feature; it is an essential part of the unemployment
insurance system. You could not operate unemployment insurance without the
employment office to test out the man’s willingness to take work when work was
available.

By Hon. Mr. Mackenzie:
Q. Have you received any objection from any province with regard to this
scheme?—A. None whatever.

By Mr. Roebuck:

Q. That provision was in the 1935 act?—A. Yes.
Q. So everybody knew that was what this act involved?—A. Yes.

By Mr. McNiven:
Q. Will employment offices take care of seasonal workers too?—A. Yes.

By Mr. Reid:

Q. What will the attitude be if the jurisdiction covers the field of endeavour
but does not eome within the scope of the bill? T have in mind domestic service
and other occupations—A. Well, of course, as a constitutional matter the answer
to that T presume would be that the British North America Act has conferred
exelusive jurisdiction on parliament as to unemployment insurance and, therefore,
that so far as the service functions qua unemployment insurance, as you would
say, that that is a matter which is exclusively under federal control, but that the
field outside of that is open, if it was so desired. The legislation before parlia-
ment does not, so far as the employment service aspect is concerned, take away
power from the local authorities, if the local authorities saw fit to maintain
their service. ;

¢ [Mr. Gerald H. Brown.]
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By Hon. Mr. Mackenzie:

3 recollection is that the Purvis Commission report states that the.
prov%cg\s/I :tv,vere agreeable to having this service established?—A. That is correct;
the Purvis Commission went into the subject with the provinces two years'agi(l),
and the taking over of the employment services was strongly favoured by the
Purvis Commission at that time. They even urged that this should be done,
apart from unemployment insurance altogether.

By Mr. Chevrier:

Q. Does this scheme envisage taking over and operating the offices that the
provinces had heretofore?—A. The number of offices will be considerably
inereased. The bill is not in a form to take over the provincial system; it is a
bill to set up a national system. That is about as clearly as I can answer the
point. But obviously with the existence of provincial systems the question will

arise as to the arrangement with the provinces with regard to the substitution
of one system for the other.

By Mr. Jackman.:

Q. Would it be within the scope of the provincial system to take into
account those excepted occupations such as domestic service and so f(_)rth?
Can they go outside the field of the aet itself to those exempted occupations?

The CuamrMax: It is purely voluntary outside.

By Mr. Jackman:

Q. Would that result in a duplication of employment offices on ‘the part
of the provinces with regard to people coming within the exempted classification?

The CuaRMAN: Practically I would not think there would be any difficulty
in that connection, Mr. Jackman.

By Mr. Jackman:

Q. In other words, the administration of employment offices would include
such services as domestic service?—A. Quite so.

Q. And other exempted occupations?

The CHalRMmAN: It will include them, and it does not thereby exclude the
provinces if they want to have offices outside the act.

Mr. RoeBuck: The provinee is not excluded by this act from the industries
which are covered by this act.

The Cuamman: It does not take away that power. <

The Wirness: May I come now to the schedule? I have brought with me
copies of two memoranda one dealing with an outline of this bill and the other
-containing an outline of some of the principal differences between the present

measure and the one which was adopted in 1935. With regard to the financial
,aspects of the bill, the most outstanding—

The CHAIRMAN:

May I interrupt you for one moment? 1 should like to
explain to the senators present that we have extended an invitation to the
senators to be present at our meetings, and if there are any senators present
who should like to participate in our proceedings they may ask any questions
they desire. It is your privilege, gentlemen, to do that.

The Wirness: The principal features of the finaneial aspects of the bill
to which attention may be directed at once are these: benefits will be payable
after thirty weekly contributions having been paid within a period of two years.

By Hon. Mr. Mackenzie:

Q. Thirty weeks or 180 days?—A. More accurately, 180 days, because
contributions may be paid either in the form of weekly or daily payments,
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The 1935 act required forty payments; the provision in the present bill is thirty
payments. With regard to these thirty payments someone may ask how long
would it be before the benefits would be payable at all. Well, the answer would
be after thirty weekly payments.

By Mr. Graydon:
Q. Within two years?—A. Within two years.
Q. So the first payment would not be made until the end of two years?—
A. Oh, no.
The CrARMAN: No, not as long as that.

The Wirness: Within a period of two years. The basis of contribution is
one in which it will be noted the employer and worker contributions are graded
in amount from the low wage groups up to those in the higher wage bracket.
It will be noticed that the employer contributions are heavier in the lower
wage group than is the case with respect to those who are receiving higher
scales of remuneration. The reason for this, of course, is obvious. The reason
is the desire in the legislation to assist materially those who are in receipt of
low wages. The bill, of course, in the nature of the case, is not one that can
deal with the wages problem which lies back of unemployment. The whole
wages problem, of course, is one after all, I suppose, which is under provincial
jurisdiction rather than federal jurisdiction except as to our own works and
undertakings.

By Mr. Roebuck:

Q. I have heard it said that the total contributions of the two classes,
employer on the one hand and the employee on the other hand will be about
equal one to the other—A. That is correct, Mr. Roebuck. We have received a
certificate from the chief actuary of the Department of Insurance that the con-
tributions will total approximately the same amount for employers and workers.

Q. I have a schedule before me and I notice that in every instance, starting
with the lower group, in the five first classifications, the employer pays more
and in only the last two, the sixth and seventh, does the workman pay more
than the employer. It does seem to me hard to imagine that there are as many
in the last two classes as there are in the first two or that the difference between
the amounts would make such totals.—A. Well, now, Mr. Stangroom who is
here with me has the figures we have gathered from the Bureau of Statistics
through the chief actuary, dealing with the numbers in these various groups
and if it would be agreeable to you, sir, I will let him deal with that aspect of it
following this statement. And now, Mr. Mackenzie, I think it was, referred to
the fact that the contributions of employers and workers would be approximately
the same. The estimate of the chief actuary, which is given in his report
furnished to us quite recently, is that the income of the fund in 1941 would be
about $58,500,000 made up of contributions of approximately $23,400,000 each
from employers and workers, and about $9,700,000 from the government. These
figures, gentlemen, are slightly different from ones which were— '

By Hon. Mr. Mackenzie:

Q. T:hga ﬁgu»re was $28,000,000 in the first statement provided.—A. The
final examination made by the chief actuary of the Department of Insurance
has convinced me that the total income of the fund, instead of amounting to
$60,000,000 odd will be $58,500,000; that the total contributions of employers
and workers instead of being $28,000,000 will be $23,400,000.

Q. Have the figures for the cost of administration changed at all>—A. The
cost of administration, Mr. Mackenzie, remains the same. It is only an estimate.
The estimate is $5,225,000. I do not need to say that the cost of administration

[Mr. Gerald H. Brown.]
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is difficult to deal with actuarially. It is a matter, therefore, which is \er'}»l

properly left to parliament to pass upon from year to year; and in dealing wit

the administrative aspect of unemployment insurance the opportunity will be

afforded to parliament from year to year to look into the matter. The question
will come up and every opportunity will be afforded properly to parliament of
eeping in touech with the scheme.

Now I might speak of the difference between the graded scheme and the
flat rate of benefits which were set out—the so-called flat rate of benefits—
which were set out in the legislation of 1935. As a matter of fact, the so-ca‘:led
flat rate was not a flat rate at all. It is very far from a flat rate also in Great
Britain; it is a series of rates in both cases, based on age groups; whereas the
measure before you is one in which the matter is dealt with, instead, on a basis
of wage groups; and the measure before you is more definitely on Insurance
principles than was the prior measure which had regard to the extent that it
did to dependants and, therefore, was intended to deal with the prob!‘em of nepd

n facing up to the matter in the present instance, of course, no public authority
can ignore the question of need. But in the present measure that has been done.

By Hon. Mr. Mackenzie:

Q. Will you explain to the committee the difference, as far as dependants
are concerned, between the effects of the two systems—the flat rate and the
graded rate?—A. Yes. In the 1935 Act, apart from a payment of a benfit of
$1.00 a day or less than that to young people per day, or $6.00 a week or less
than that to young people, there was provision made additionally for depend-
ants’ benefits, for a wife, for a child, or other dependants; and there was an
overriding provision to the effect that the total payment in any case would
not be more than 80 per cent of the person’s normal earnings for a period of
six months previous. In the present bill the question of need does not appear,
but the principle of the legislation is that the benefits will be based on the
person’s normal earnings over a period of his previous employment. If the
person moves from one wage group into another over a period of a year—or two
years, or five years, as far as that is concerned—if he moves from one group
Into another on the basis of higher contributions at one time than at another

time, in that event his benefits will be the average of the different wage groups
that his periods of service have fallen into.

By Mr. Reid:

Q. Will there be any other period included, such as the period that a man
might earn a higher wage against a lower?—A. The insurance, of course, extends
only to people earning not more than $2,000 per year. If the person who is
insured goes on .in his earning to the point where he is earning more than
$2,000 a year, it is permitted in the bill for him to go on contributing to it at
his own cost and charge.

By Hon. Mr. Mackenzie:

Q. Even in this bill a man with dependants gets more benefits than a single
man, does he?—A. We are convinced that in the present bill neither the single
person nor the married person with dependants will suffer. We are convinced
of that. We have gone into it from every angle. It is, of course, impossible,
sir, to cover the last exceptional case, perhaps, or the last exceptional nceds.
It may be impossible to do that, and it is impossible. But we are convinced
that the bill is one which, from the point of view of benefits, compares favour-
ably with what has been put forward previousty here. We are satisfied that

it compares favourably as well with the system which exists across the line 1
the United States.

7001—2
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By Mr. Reid:

Q. Would you mind eclarifying that point for my information, Mr. Brown?
Suppose a man contributes for thirty weeks. Suppose within that period of
104 weeks he may contribute thirty weeks, the very first period, and then he
may be idle, having been thrown out of work for the following thirty weeks?—
A. He may have his thirty weeks employment at any time during that period
of two years. When he has thirty weeks’ benefits—1I should say contributions,
he is entitled to benefit if he falls out of work. I have not spoken of one
important aspect of the financial part of the bill; that is to say, what is referred
to as the ratio of benefits to contributions. In the legislation of 1935 it was
provided that any one falling into unemployment would be entitled to thirteen
weeks’ benefit. Any one would be entilted to thirteen weeks’ benefit. After
that he would receive additional benefit on the basis somewhat in proportion to
his contribution.

By Hon. Mr. Mackenzie:

Q. That would be thirteen weeks within two years?—A. Yes.
Q. Not necessarily continuously?—A. No.

The Cuamrman: 180 days.
Hon. Mr. MACKENZIE: Yes.

The Wirness: But in the present measure this provision for the payment
of thirteen weeks’ benefit is withdrawn and the provision is substituted that he
is entitled to one payment or benefit for five weekly contributions, whatever
they may be, over a period of time. There is an arrangement, therefore,
under which if a person has contributed for five years, without any unemploy-
ment, he would be entitled to a full year’s benefits, or fifty-two weeks of
benefits, without interruption or question whatever. There is no provision in
the bill as to the person’s need when he falls out of employment. It is a
matter of right. It is not, therefore, a measure which is linked up in any way
with relief. It is an attempt to face up to insurance principles, on a con-
tributory basis, between the employer, the worker and the state. Mr. Tait,
who came to us in 1937, and was with us some months, directed particular
attention when he came to the disadvantages of the flat rate system and
dealt with it in his report afterwards. He spoke of the differences existing
in this country between the rural and urban centres, between different sections
of the country, the different wage conditions that existed; and in speaking of
them, he referred to the advantages that would accrue from a graded system
that would be more or less in accord with normal conditions as they existed.

By Mr. Graydon:
Q. Is this flat rate to which you have referred applicable in the case of
Great Britain and the United States?
Hon. Mr. MackeNzie: Not in the United States.

The Wirness: The United States system is one in which the workers
are dealt with on the basis of their individual earnings, as they would be in
this country for workmen’s compensation.

By Hon. Mr. Mackenzie: ‘

- Q. They do not contribute in the United States at all>—A. In the United
States there is no contribution by the worker whatever. The fund in the
United States is maintained by a 3 per cent levy on payrolls.

Q. Does it not vary in each state?—A. No. It is a 3 per cent levy
on payrolls.
[Mr. Gerald H. Brown.]
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. On payrolls?—A. Ten per cent of that is taken out for federal admin-
istragon anpd yheld back by the federal government. It has got to b.e put
into the federal fund and 10 per cent is cut off for administrative pu1poslfs.
But the American arrangement is one which does not involve any worker
contribution directly whatever. It comes off the payroll. The English syst}gm
is one of a tripartite nature, with equal contributions from _emplqyer, worker
and the state. The system which is before you here is one which the con-
tribution will be on the basis of specified amounts, weekly or daily, from
employer and worker, with the government contributing 20 per cent of the
total contributions of employers and workers—adding 20 per cent of their
joint contributions to the fund, plus the cost of administration. :

In drafting the bill it, of course, was realized by us all that it was not
easy to deal with a matter of this nature in a way that would face up to the
varying conditions that exist in so many different parts of the country. In
the Department of Labour—we have had the intimate touch that we have had
with relief, and with the sorrows and the cares of unemployment, as they
have been on our hands over a period of many years past. In dealing with
the present matter, it has therefore been brought home to us all through the
job that we have been dealing with matters of not actuarial calculations alone
or insurance principles, but that we have been dealing with matters that
involve the very lives of thousands, tens of thousands and hundreds of
thousands of our own people.

Then if I may, Mr. Minister, bring these somewhat lengthy remarks to a
close, I would add that there are copies available for distribution at once of
the insurance actuaries’ final report which was only received this past week
in its final form; also a serviceable summary of the bill, and a short statement
dealing with the differences in this measure and the 1935 Act.

By Mr. Roebuck:

Q. Is that Tait report available?—A. The Tait report is available as well,
yes, for anyone who desires it.. It is an official document, and it is at your

service.
By Hon. Mr. Mackenzie:

Q. Did the Department of Labour give any consideration to the advisability
or the possibility or otherwise of including those who may be serving in the
forces in Canada within the provisions of this measure?—A. Well, the answer,
sir, is in the affirmative. :

Q. I suppose in that case, the state being both employer—if you want to

" use that word—and contributor, it might upset the actuarial balance. Would it

or would it not?—A. Well, of course, it is a question, Mr. Minister, to what
extent the actual provisions in this bill would lend themselves ideally—the
figures in it and all that—to the case of the large number of workers and employed
people generally who are serving in the forces. But there is provision in the
bill that the Unemployment Insurance Advisory Committee may advise as to
any separate schemes.

Q. I see—A. They may advise as to any separate schemes; for instance,
conceivably any separate scheme, such as they have in England, for agriculture;
conceivably for a separate scheme for fishermen or any other section.

By Mr. Reid:

Q. Did I get you right in the earlier part of your remarks when you said
that in the 1935 bill it was estimated there would be only 50 per cent of the

numbers estimated in the 1940 bill?—A. The number of persons coming under
the scheme? B

Q.. Yes.
7001—23
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A. Tt was estimated in 1935 that the number coming under the scheme
would be 1,600,000.

Q. I got you correctly then.—A. Now then, the number according to the
estimate of the Bureau of Statistics who would come under the scheme next
year is 2,100,000.

Q. Why the difference, why the great increase in the number?—A. Increase
in population, increase in industrial activity possibly as well.

Mr. GraypoN: And the war situation.

The Wirness: Yes, the intensification of industrial effort; and I do not need
‘ to tell you gentlemen as well that under present conditions there is a definite
i tendency toward a higher wage grouping, that there are some advances taking
|G place in wages due to increased activity; and that is having its effect on wages,
of course; happily the cost of living has been maintained as successfully as it
has so that we are not at the moment facing any spiraling condition or anything
of that nature in respect to war wages. But there is a quite definite upward
trend to wages with a large number of people moving into these higher wage
brackets on munitions work, ship building, aircraft construction and other
phases of industrial activity.

i By Mr. Reid: :
Q. My other question relates to the exempted classes and that affects a
great many people in British Columbia who are not seasonal workers by any
fi means. I refer, of course, to the loggers—A. Quite so. I remember that coming
K up in 1935 discussions, but if I may I will leave that for Mr. Stangroom to deal
with as he has been making a special study of that phase of the matter. ;

Mr. JackMaN: I am still not quite sure about the jurisdiction in regard to
labour offices as between the Dominion and the provinces. I understand that
, Mr. Brown said that when the change in the Act is made it will give exclusive
il jurisdiction to the Dominion.

The Crarman: Only to the extent of the offices which would be required
to carry out the provisions of the Unemployment Insurance Act; any beyond
that, Mr. Jackman, any which are not covered by the Act would still be open
to the province if they felt it desirable to continue them. They could establish
their own unemployment offices but the difference would be that the Dominion
would not be making contributions to them as it is doing at the present time.

Mr. JackmaN: It would seem too bad if both jurisdictions established labour
exchanges at the cost of the public.

A The CrARMAN: I think the explanation has been given. In connection with
the National Employment Commission report I insisted at that time that they
iy take it up with the provinces and the provinces were quite willing to allow the
} Dominion to assume that obligation.

Mr. Jackman: And you are quite willing that the Dominion labour exchanges
i should go into the exempted classifications.

i The Cramman: I think we would have to.

b The Wirness: T have a letter here—I was looking for it—an exchange of
i correspon.den‘ce with the Department of Justice on that point, the legal point,
the constitutional point; as to where we stand in regard to matters of jurisdiction.

The Cramrman: I think you gave something of it, Mr. Brown.

Mr. Jackman: It is a reasonable expectation, that the provincial labour
-exchanges will no longer exist in any form.

i : The Cramman: I think that would be so, because, you see, taking over the
employment offices will be merely a matter of carrying out the provisions of the
Ungmploy:ment Insurance Aect. They should perform a useful function in
assisting in reducing unemployment itself.

 [Mr. Gerald H. Brown.]
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Mr. MacIxxis: The insured person will not get his insurance prowde(‘l? there
is a position or work available for him in employment that is not insured?
The CralrMAN: Yes.

Mr. Maclnnis: That makes it inevitable then that the employment insuyanc}e
office shall be under the government as well as insurance, making both nationa :
Mr. Jackman: It would be interesting to know how many people are now

engaged in the provincial labour exchanges so we could deduct that figure from
the gross amount.

The CuarMaN: We can get that. Have you got it available, Mr. Brown?

 The Wrrness: I had written to the Deputy Minister of Justice on the 11th of
this month stating:—

Verbal discussions have occurred with Mr. Varcoe in respect qf
Part 111 of The Unemployment Insurance Act, 1940, a draft of w_thh 18
enclosed herewith, respecting the authority of the Dominion Parliament
to establish a national system of employment offices as a necessary com-
plementary feature of unemployment insurance, and we have been assured
that there is no doubt on this point. It is intended that the national
system of employment offices will assist also in the placement of work-
people in certain classes of employment not covered by employment
insurance, and our understanding is that no legal difficulties will be
involved on this score.

The question may arise, however, if any authority in these matters
will continue to reside with the provinces, either as to the licensing of
private employment offices or the establishment of municipal or provincial
systems, particularly in fields of employment not covered by the federal
statute, although you will observe that power is taken in the Act to extend
unemployment insurance so as to cover the whole field of employment.

So that if we got the whole field then, of course, under the constitution, the
employment aspect of things would be part of unemployment insurance.

It would be appreciated if you would furnish us with a statement in
writing in respect of the points covered in both the first and second para-
graphs of the present letter. I may add that it is expected that the
Unemployment Insurance Bill will be introduced in parliament within the
next few days and that a reply is therefore desired with as little delay
as possible.

The answer is this:—

Parliament has authority to enact Part IIT of the bill to enact the
Unemployment Insurance Act, 1940, such power being necessarily ancillary
to the power to legislate in relation to unemployment insurance. The
provinces, however, continue to have authority to legislate in relation to
employment offices, licensing of private agencies, ete., but such provineial
legislation would be invalid if repugnant to Dominion legislation.

The CmamrMax: In connection with Mr. Jackman’s other question, Mr.
Bériown?7 have you got those figures of those presently employed in employment
offices?

The Wrrness: I haven’t them at hand, it would be quite easy to get them
for you.

The CHAIRMAN: Thank you, Mr. Brown. _

I think, perhaps, Mr. Heaps if you would be kind enough to give the

benefit of some observations to the committee at the present time they would
be most welcome.

Mr. A. A. Heaps, called:
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The Wirness: Mr. Chairman and gentlemen, my purpose in speaking to
you here this morning is to deal particularly with the cost of administration.

The CrarMAN: I wonder if you would kindly move over to where Mr. Brown
was standing. It makes it a little easier for the committee to hear.

The Wirness: I thought, Mr. Chairman, that I should confine my remarks
here this morning pretty much to the question of administrative costs; and I
do so because in recent weeks there have been so many statements made in
reference to it that one is apt to become very confused and perhaps a wrong
impression may get abroad, or has already gone abroad in reference to this
question. In 1935 the former Prime Minister, the Rt. Hon. R. B. Bennett, in a
statement to the House of Commons, which can be found on page 1016 of
Hansard of that year, stated that the cost of administering the Act estimated
for the first year would be $7,000,000. A little later, March 7, the late Hon. Sir
George Perley gave a more detailed statement to the house and said that the
administrative estimate for costs for the succeeding year, or the first year of
the operation of the Act, would be $6,700,000 for a total of 1,600,000 insurable
persons. That was in 1935; and his calculations were no doubt made on statistics
that were obtained at the time and were two or three years-old. Further than
that I have no doubt they were based almost exclusively on the experience of
the British Act. Since then we have had one important feature that has
entered the situation which may to a considerable degree upset the calculations
of 1935 and preceding. We have had five years of experience of what has
transpired in regard to the Social Security Act in the United States, and as
geographical and industrial conditions are so similar to our own here I think
it would be perhaps fairer for us to accept their costs of administration as
more approximate to our own than those of Great Britain; and even in so far
as Great Britain is concerned there has been considerable change in administra-
tive costs from the year 1933 until the present time. Now, those who have
stated publicly percentage figures on costs I think have done an injustice to the
committee and probably an injustice to themselves because 1 do not believe you
can really give an intelligent opinion as to administration of an insurance scheme
just on a bald percentage basis; and I will try to explain to you what I mean
by that. If we take as our base figure, for instance 100, $100 contributed by
three contributing parties, and $10 of that as administrative costs, that means
10 per cent would then be the figure for administrative costs and the scheme
might be very efficiently administered on that basis. Supposing for some
reason or other contributions had to be increased from the basis of 100 to 120,
the cost of administration would not necessarily go up but the percentage of cost
to total contributions would be about 8% per cent as against 10. On the other
hand say for some reason or other contributions were decreased or diminished
and went down from 100 to 80, the percentage of costs would increase from
10 to 124 per cent, while you have exactly the same efficient administration of
your insurance scheme as you had on the 10 per cent basis. Therefore, I say,
to try to base the cost of administration on a pure percentage basis without
taking into consideration what is the method on which you are computing, is
to my way of thinking not a very sound method. We have had a lot of different
figures given to us in the last few weeks. These have included 10 per cent, 15
per cent and 20 per cent as the cost of administration, without taking the full
circumstances into consideration.

We have gone into this question at length during recent weeks and have
come to the conclusion that we would have to discard percentage cost on con-
tributions and thought a more reliable method would be to obtain what would
be a cost per head, or cost per insured person, as being the more reliable
method of computing administrative costs. In going into the British scheme
we found this rather interesting table of figures. I do not know that I should
read them all. You could have the table put in the record if you like.

e tm
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COST OF ADMINISTRATION UNEMPLOYMENT INSURANCE IN GREAT BRITAIN

Administration No.of persons Cost per

cost insured capita
e S (s £4,213315 12,885,000 £ 7. 3200
e S B 3,755,564 12,960,000 289
TR Y R e R L L et T 4,144,054 14,002,500 .2?[)
ERSRAN Sty et o B v S 4,609,391 14,285,000 .323
e Sy e A R SR TR 4.870,000 132:;8588 :333?5
5,874,592 14,839.5 X
b P N o e e O g e L 5,87 st %

Although these figures show fluctuations for the six years refe_rrcql to from 1933
to 1938 inclusive, the highest being for the last year, woul@ m(_ilcate a cost of
less than two dollars or eight shillings per head. An examination of the costs
of administration in all of the states of the Union including the Distriet of
Columbia, Hawaii and Alaska shows an average cost per head per insured
person of $2.10. ;

I will give you an indication of what the figures denote, these being for the
years 1933 and 1938 inclusive. In 1933 the average cost of insured person in
Great Britain was -327 per pound. In 1938 that increased to -396 per pound.
An average of the period referred to was -334. That would be six shillings
eight pence to the pound; or approximately $1.70 per head of insurable popula-
tion of Great Britain throughout that period. Now, in 1935, when the estimate
was given to the House of Commons on the basis of 1,600,000 persons insured
with a cost of $6,700,000 it worked out at $4.18 per head. We have now come
to a completely different conclusion as to that came to in 1935, for the simple
reason that we have the more recent experience in Great Britain, and have also
had the recent experience of the United States. I have before me a statistical
statement which was prepared by Mr. Hodgson and Mr. Stangroom and which
was taken from the official records of the United States publications.

By Mr. Reid:

Q. Does it make any difference in administration whether it is a tripartite
agreement, or only a two-way agreement?—A. In the United States you have
factors which are altogether different from what they have in Great Britain
and also different from what one expects to have in the Dominion of Canada.
I have no doubt that in Great Britain under the tripartite agreement there may
be reasons why it would cost a little more than it does in the United States.
That is why I am saying that in certain respects we went into the figures of
both the British costs and the costs in the United States. But you have these
factors in the United States which you have not in Great Britain and which we
do not expect to have here in the Dominion of Canada. In the United States
you have fifty-one different unemployment insurance schemes as against one
centralized scheme which we expect to have in the Dominion of Canada.

By Mr. Roebuck:

Q. Apparently you know more about the British scheme than you do about
the American scheme; at least, I think you do. I was following Mr. Brown’s
statement of the American scheme and there seemed to be some mystification.
Could you give us some idea of the American scheme?—A. I would be very
happy, Mr. Chairman, to give you as good a picture as I can from memory when
I get through with this question of administrative costs, and then perhaps I will
not confuse one with the other. If that is satisfactory to you and to the
committee I will be glad to do so.

I was saying in answer to the question by Mr. Reid that they have fifty-one
different schemes in the United States. They have schemes in each of the
States of the union and they have a separate scheme for the district of
Columbia, a scheme for Hawaii and one for Alaska, making fifty-one different
schemes. In addition to this, you have the central authority at Washington

which keeps a kind of supervisory eye on the whole scheme in the various parts
of the union.
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By Mr. Graydon:

Q. But it is much more complicated than ours?—A. Having fifty-one
schemes under one administration it is bound to be complicated, because there
are no two schemes that are alike in the United States. In the United States
we found on making a very careful calculation and weighting down the costs
of administration for 27,980,000 insured persons as of June, 1939, their average
administrative cost was $2.10 per insured person. In calculating our costs,—

Q. What was the figure?—A. $2.10 per person. :

Q. Is that per head of population?—A. I said of insured persons.

By the Chairman:

Q. Employed insured persons?—A. Yes. In taking our own calculations
into consideration and considering that we are more scattered than they are in
the United States, also that we have perhaps more outlying districts than they
have, and this being probably our first year, that if we were to allow approxi-
mately 20 per cent in addition to the United States costs of administration we

would be arriving at a reasonably fair estimate of what the cost would be here
in the Dominion of Canada.

By Mr. Graydon:

Q. How much?—A. About 20 per cent. And we say that if nothing
unforseen happens—although we are living in an unforseen world at the present
time—we figure that about $2.50 per person of the insured population would be
an approximate figure of what it should cost to administer the unemployment
insurance bill in the Dominion of Canada.

As there are estimated to be 2,100,000 persons who would come under the
bill in 1941, we multiplied that by $2.50 and we arrived at a figure of $5,250,000
as against the 1935 estimate of approximately eight and three quarter million
dollars, for the 1941 insurable population. g

We are not estimating on the percentage basis at all; we are allowing
for costs on the basis of so much per person of the insured population. We
think that is a far more reliable method of computing administrative costs than
the method of percentage which may not mean anything at all. Y

Q. Does that not seem high in view of the fact that there is a much more
complicated system in the United States as compared with the one that is
proposed here?—A. But we have other factors that they have not in the United
States, such as the one mentioned by Mr. Reid. Even this estimate is only 60
per cent of what the estimate was in 1935, and we would rather give what we
consider is a reasonable estimate, because ours is computed on a somewhat
different basis than is the measure in force in the United States. There you
have only one collection agency. The federal government collects the money
and hands it over to the various state authorities. Here the collection is done
from two parties, that is, the employer and the employee. In that respect it
might cost more here than it does in the United States.

By Mr. Roebuck:

Q. Is not the collection to be made by the employers?>—A. Yes, but the
cost of our system of collecting may be more than in the United States.

Q. There is some added cost because of the two collections?—A. Each one
has got to be maintained separately for administrative purposes, and a card
system will have to be maintained.

Q. Added bookkeeping?—A. Tt may be added bookkeeping. But we took
that figure of $2.50 as being a reasonable estimate, taking into consideration
the more sparsely settled districts and the fact that we have to give a service to
every section of the Dominion of Canada irrespective of where it may be so
long as there are insured persons residing there.

[Mr. A. A. Heaps.]
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By Mr. Reid:

Q. Have you given any thought to the _question of whether that af:mt(ljll(l}?(i
of $2.50 might be progressive as the number increased?—A. Y‘(;u mean 1t s
should be more than 2,100,000, whether it would go up or down? I do O e
we could give an answer to that question now, because if you get md-ustrl?_:ttlln
icattered and sparsely settled areas thg gost .oi administration may be a little
igher than in the more heavily settled distriets. : : y
: Q. I was thinking perhaps you arrived at some deﬁr}lt-e sum and then tool}
the 2,100,000 and based it upon that—A. We based it on the 2,100,0001‘ 0'
insured population, and we are not allowing for any ghlf t either above 015 -be_owt\.
There is one other important factor which I think ought to be taken into
consideration while we are discussing costs. As Mr. Brown explained to you
it is proposed to set up a very comprehensive employment service throughout
the Dominion of Canada: I think Mr. Jackman asked a question a few mom-
ents ago with respect to the number that were employed. I can only give you
figures that were submitted to the House of Commons by Sir George Perl_ey
on the 7th day of March, 1935. He stated that the total number in the service
of the dominion and provincial governments was 324.

The Cumamrman: We have increased the number of employment offices
since that time.

The Witness: There may be an addition to these figures as from that date.

By Mr. Jackman:

Q. Does that figure of 324 represent the number of offices?—A. The number
of employees. The number of district employment offices at that time was 75.

Q. There were only 324 people employed?—A. In those offices. As M.
Brown stated to you it is anticipated when the administrative machinery for the
existing bill is set up there will be approximately 90 full time offices and a very
large number of part-time offices that will be brought into being to take care
of the whole situation so far as unemployment insurance and employment
services are concerned.

At the present time it is costing the federal and provincial governments

,%ver ga-lf a million dollars per year to administer the employment services in
anada.

By Mr. Reid:

Q. For those seventy-five offices?—A. Yes, for those offices. I think it is
generally admitted that we are not getting a very good employment service
at the present time across this dominion. We require a much better service
than we have had in the past. The service coming under the Dominion ooV~
ernment will be co-ordinated, as no doubt it will, under the central authority
where there will be opportunity for a person registering in one part of the
dominion, and know that he is taken care of in practically all sections of the
country as the need may require. We are going to get a much more efficient,
type of administration of our employment services than we have had in the
past, but one point I want to emphasize is the fact that under the unemployment
insurance bill the whole of the cost of the administration of the employment
service is part of the cost of unemployment insurance. While we are charging
five and one-quarter million dollars .for unemployment insurance adminis-

- trapion, a fairly large part of that is to give an employment service to Canada
which we have not got at the present time.

By Mr. Graydon: e

Q.-Have you the percentage of that?—A. At the present time the cost
is over $500,000.
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The employment service might really in a sense be said to be federal
in its scope and would have to be undertaken as a federal undertaking even
1f there were no unemployment insurance, and if about $1,000,000 of the cost
is to be saved under the proposed bill, this sum would still have to be spent
even if there were no system of unemployment insurance. Very little con-
sideration has been given this aspect of the question during the past few
weeks when discussions have taken place respecting administrative costs.

In considering the 1935 administration costs, we found in connection with
the staff that was proposed to be employed in the administrative offices one
person for every 420 across this dominion. We found that this number was
approximately the British figure. On examining the British figure sub-
sequently we found that there is now employed in Britain one person to
approximately every five hundred insured persons. In the United States
there is one person employed to every 735 insured persons.

By Mr. Reid:

Q. In Great Britain under the Unemployment Insurance Act there, is the
unemployment insurance conducted in the offices entirely for that purpose
or is it linked in with health insurance and other types of insurance?—A. In
1935 I do believe that when these figures were submitted to the house there
was at that time quite an overlapping of jurisdiction as between unemploy-
ment insurance and unemployment assistance. When the benefits to an insured
person had become exhausted he was then given additional assistance under an
unemployment assistance board. There was, I would say, some overlapping.
That is one of the possible reasons why more persons were employed at that
time in Great Britain, and, no doubt, when the figure was given at 420 it
increased our prospective costs here in the Dominion of Canada.

By Hon. Mr. Mackenzie:

Q. Did not the Sirois commission and the Purvis Commission report that
unemployment assistance was a necessary adjunct or corollary of unemploy-
ment insurance?—A. They did; they both, I think, reported along those lines.

We anticipate, in our cost of $2.50 per head, to have about one person
employed to something between the 500 in Great Britain and the 735 in the’
United States. We are trying to be as reasonably accurate as we possibly can
in regard to the question of administrative costs, and if it would be of any
advantage to the members of the committee, Mr. Chairman, I think this
statistical table giving the costs in each of the fifty-one states where they have
unemployment compensation, as it is called in the United States, might be of
some value.

Mr. Rem: Put it in the record.

The CrARMAN: Does the committee wish to have it incorporated in the
record ?

Mr. Rem: Yes.
The CuammmaN: Very well, it will be incorporated in the record.

[Mr. A. A. Heaps.]
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UNITED STATES, 1939

Advances Size of - \
certified for  firms included Estimated COSt“
administra- (minimum  number P 1'193‘:.131\
tion* fiscal number of covered covere
year 1938-39 ~ employees) June, 1939 ®
State 9
Total.., .00 .. L .. ... .. .. 358,758,350 53 27,980,000 2
ARy e AR e oy 666,949 41 8 355' 0 1.720
L PR TR R R S S 39,570 69 8 23,00 L
N e oy Y e 281.821 45 3 78,000 3
Y e I R S e 348,231 38 1 190,000 295
Slifornla. o0 e 000 10 Ly o) 8,825,830 41 4 1,700,000 22
lomado. N it e i R 393.245 09 8 200,000 5,78
Connecticut.. [ . [0 71 .. o0 1,351,568 54 5 0008 3.“308
elaware S s U R i 215,012 00 1 65,000 oret
D0 e A 462,948 03 1 180,000 2.57
Blovige,. o U0 LNTEENAT U aeoe0 Y3 8 255,000 YioRe
L T P RS o e 711,524 68 8 400,000 .114
Hdwrasiuit MR oL e G 1 3 136,089 67 1 119,000 1-9 -
ihin, oy AL I e e 247,110 68 1 110,000 2.246
e MO T E L SN R B 0 B 8 1,620,000 -835
Indigna otet s Sl el AT e siat tae 8 838,000 2.14
T I R D o e 656,048 42 8 320,000 2.05
LTt RS e S 432956 55 8 245,000 1.767
L L e P O R T 638,975 79 4 380,000 1.681
ERIOPO SIATIR . ot BT s s e 794.087 57 4 425,000 1.868
oA A b S e R R L 475,044 72 8 190,000 2.50
R e A SRS R s 945,602 83 4 475,000 1.990
Massachusetts.. .. .. .. .. .. .. 3374055 97 4 1,450,000 2.327
Michigan.. .. .. 0.0 00 [T 3413052 15 8 1,300.000 2.625
M;nqespta.. oo e s L e 1460109002 1 525,000 267
Mississippi,, .. .. S R 353,158 29 8 150,000 2.354
Missours.. .. " 0T 1311155 05 8 650,000 2.018
Montamn: s At oa G Skl s 123,412 83 1 105,000 1.175
Nabiagka, =2 Sl el Sas gl fouss 334,592 63 8 145,000 2.309
NﬁVada.. it T ey EOR R S 154,835 57 1 30,000 5.161
l\;ew Hampshire.. .. e e o 342,556 79 4 125,000 2.740
S Hieraeys 2 Ul oS RS 2.019.837 48 8 1,000,000 2.019
ey Mesiag: & im0 Bt e 194,148 19 4 70,000 2.773
MEWNarkot v T TR T el (3ol 4 4,000.000 2.31
North Carolina). .. .. g S 1,149,569 71 8 700,000 1.642
Dotk Dakotal s 7 (1] o5 s s 153.699 22 8 42.000 3.659
AR R A B P A 2,353,062 80 3 1,720,000 1.368
L T R e S 614,572 77 8 324,000 1.897
el e A e 654,517 57 4 225,000 2.909
Pennsylvania,. |00 [0 10100 6673445 71 1 3.100,000 2.152
Bhode  Ieland /L v @y piii oo 716,679 04 4 300,000 2.388
South Carolina.. .. .. R e 476.876 59 8 292,000 1.633
South Dakota.. ., &. 2u e B 130,811 51 8 45,000 2.907
Temnengee, |+, 1,0 Dite it 875,870 14 8 450,000 1.946
TORAR 1 i Y A R R 1,979,656 76 8 800,000 2.474
BIGRE S T s TR EIE 301,754 97 4 90,000 3.353
Vgrn]opt.. S s B o 210,505 08 8 70,000 3.007
Vlrgn}m.. A e T 846.039 18 8 450,000 1.880
ashm_tor_x... S i S B L e 687,975 24 8 300,000 2.293
Wiesh Vitpinins s i i g 1,091,024 67 8 350,000 3.117
INVIRBOTR I s 1,089,422 33 6 500,000 2.179
yoming. 164,490 70 1 49,000 3.358
*

. Includes grants certified by the Soc

administration to meet requirements of unemployment compensation, but excludes grants by
the U.S. Employment Service under the Wagner-Peyser Act and state and local appropriations
to employment gervice.

ial Security Board to states for employment service

. The Wirness: If there are no further
tive costs; T shall proceed to answer the
by Mr. Roebuck. T am sure you will forgive me for any errors, as I am speaking
from memory on this question, although I think T can be reasonably accurate.

When you compare our unemployment insurance bill now before us with the
act that is in operation in the United States you will find there are many differ-
ences. In the first place the employee in the United States does not contribute
at all to the insurance fund. There is a tax of three per cent on payrolls there
out of which ten per cent is retained by the federal authorities and 2-7 per cent

is handed over to the various states where unemployment compensation laws
are in existence.

questions to be asked as to administra-
questions that were asked previously
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Mr. RoeBUCK: 2-7 per cent?
The WirnEss: Yes.

By Mr. Reid:

, Q. Did you give some thought to the principle behind the United States
i system whereby in asking the employer to contribute at all they reckoned that
g the employer having that responsibility would take greater interest in employ-
ment and unemployment than if he was only a taxpayer?—A. That may be so,
but there they thought the whole burden should be borne by industry, and it may
be for other reasons too. They had to overcome constitutional difficulties over
there in exactly the same way that we have had to overcome constitutional diffi-
culties here, in regard to old age pensions as well as unemployment insurance.
7 And this may probably have been the easiest way from a constitutional stand-
point for the United States to make such a law effective.

By Mr. Graydon:

Q. Is that 2-7 per cent you mention given to the various states for administra-

\
I tive work?—A. No; it is given as a fund from which unemployment insurance is
paid.

By the Chairman:

, Q. There are other payments made from it such as health— —A. Very
e slight amounts, if any, are paid for health insurance. That 2-7 per cent is
. exclusively for unemployment insurance. There are other payments being
made. I might just as well touch upon them now since you have asked the
question, Mr. Chairman, and make a little comparative statement. In the
United States, in addition to the employer having to pay the whole of the cost
of unemployment compensation, he also has to pay for old age security, as it is
called in the United States. At the present time the amount that is being paid in
contribution is not very high; but it is on a sliding scale until 1948. After the
; year 1948 the employer will be contributing 3 per cent for old age security and
A the employee will be contributing a similar amount; in other words 6 per cent
; additional, that is, after 1948 a tax of 6 per cent goes on the payrolls of industry,
' and when you add that to the 3 per cent he is paying now it makes 9 per cent

altogether on payrolls, of which the employer pays 6 per cent and the employee
3 per cent.

By Mr. Reid:

Q. For old age pensions?>—A. For old age pensions and unemployment
compensation. I was just going to remark how fortunate the employer ought to
consider himself in Canada as compared with the United States. In this country
industry is paying nothing directly for old age pensions. The employer is only
being asked to pay now probably one-half for unemployment insurance of what
the employer is paying in the United States.

e TR

e

By Hon. Mr. Mackenzie:

Q. With the exception that he pays taxes as well—A. Well, everybody pays
+ taxes, whether working man or employer. Let me show now what the employee
' gets in the United States and compare it with the conditions in Canada. I think
it can safely be said that the existing proposals before us at the present time
for unemployment insurance will give us in Canada a somewhat better bill
or a better act when it comes into force than they have in the United States.
I think our benefit payments generally speaking all round will be higher and the
walting period is shorter than what it is in the United States. And the waiting

period is a very important point when a person happens to be unemployed.
[Mr. A. A. Heaps.]

s
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By Mr. Maclnnis:

Q. What is the waiting period in the United States?—A. The waiting pCl‘lO‘d
in the United States averages about fourteen days although it varies and we
propose nine days in the present bill. I am thinking now of the amount tllley
receive by way of benefits in the States. In most of the states of the union.they
receive 50 per cent of wages earned. I will give some 1deq as to what the wages
are in the United States. 1 was rather surprised when going through the report
of the Social Security Board in the United States to find out what the wages
were in insurable em‘ployment-. Over 38 per 'ccntv were receiving less than $499
per year. Then slightly over 24 per cent were in receipt of less than $999 per year.
That is, over 24 per cent were receiving between $499 and $999 per year. Then,
from $1,000 to $1,499 per vear there was another 17 per cent of the insurable
population receiving that figure, which meant that over 80 per cent of the insur-
able population of the States were receiving less than $1,500 per year. That Is,
63 per cent were in receipt of less than $1,000 per year. If the employee in
the United States on receipt of unemployment compensation could receive
only one-half of the amount of his wages, it might give you some idea of what
his compensation would be under the scheme that they have in operation in the
United States.

It is quite true that many in the very low wage category to which I have

just referred may not have come in the insurable classes because the wages
were too low.

By Mr. Reid:

Q. What is the maximum in the United States?—A. The maximum in
some of the states is $15 per week.

Q. No, the maximum amount of wages—A. That is the maximum they
can receive under the employment compensation.

Q. I am referring to the maximum wages.
Hon. Mr. Mackenzie: Corresponding to our $2,000.

The Wirness: $3,000 per year. But in some states of the union some
persons who are in the very low category of wages do not come in the insurable
class at all; but in no case is the payment to exceed more than $15 per week.

Many of the states of the union have a minimum amount of compensation of
$5 per week.

By Mr. Graydon:

Q. Over what period would that compensation be paid?>—A. The average
period across the states would be approximately sixteen weeks in a year; but
1t is changing so rapidly in the states, they are amending their acts so rapidly

in each of the states of the union that it is hardly possible to keep track of the
changes as fast as they make them.

By Hon. Mr. Mackenzie:

Q. How does the scale of wages in Canada compare with the scale you
have given in the United States?—A. It is pretty hard to give offhand a definite
statement of categories but 1 was rather surprised myself when I found that
63 per cent of the insurable workers in the states who came under the Social
Security Act were receiving less than $1,000 per year. To make a fair com-
parison of the two countries we have to realize what the workers themselves in
one country are paying compared with another. I have pointed out that the

employer in the states is paying 6 per cent on his payroll for social securit
by 1949, and the employee 3 per cent. e .
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By Mr. Graydon:

Q. In the case of the figures you gave indicating the number receiving less
than $1,000, would that include certain classes of workers such as agriculture
workers and others in other industries?—A. It includes those who come within
the scope of the insurance scheme, and I think agriculture is excluded in the
states. I was going to say under our social security laws, if I may use that
term here in Canada, no employer so far, or worker, has been asked to make
any direct contribution; this is the first time in any of our federal laws that a
contribution is being asked, and there are certain advantages which a person
receives in this country, as compared with the United States.

By Mr. Reid:
Q. You are thinking now of the dominion only?—A. Yes.

By Mr. Roebuck:

Q. Before you leave the subject you have been on you were going to show
what the employee gets out of the 6 per cent and the 3 per cent but you did not
finish the sentence—A. I will give the comparison, Mr. Roebuck.

Q. I want to know what he get out of that—A. The employee?

Q. Yes—A. What he receives are benefits under the Old Age Security
Act, which is akin to our Old Age Pension Act, and he receives unemployed
compensation in the United States. Now I have given you, Mr. Roebuck, the
amounts of contributions so far as one can give.

Q. Is that all that is covered?—A. Then his dependants also receive certain
allowances.

Mr. GraypoN: No health insurance?
The Wrrness: Not as yet.

By Mr. MacInnis:

Q. What do you mean when you say his dependants receive certain allow-
ances? Does a person receive unemployment compensation and then the
dependants receive something besides that?—A. No; I am glad you asked
that question. The allowances are under the Old Age Security Act. If a man
has a wife and children there are certain allowances made, for his wife and
children, and that might increase the amount of the benefits he receives as
old age pension. Now, we are altogether different in this country. When we
refer to old age pension there is no question of insurance involved. Everybody
in this country receives it as a right at the age of seventy. Not only does the
male in this country receive a pension but if his wife is seventy she automatically
receives the same. We pay $20 per month to the man and $20 per month to
his wife if she is over seventy. There is a monthly maximum of $40. In the
United States they have a maximum of $80 per month depending almost
exclusively on the amount paid in and the length of time that contributions
have been paid to the old age security fund.

By Mr. Reid:
Q. He contributes?—A. Yes. Then there is this additional advantage they
have. In the United States he receives old age pension at the age of sixty-five.
In this country, as I said a moment ago, the worker so far has not contributed
anything in any dominion legislation—there may be in the provincial sphere—
for social legislation. We have across the country mothers’ or widows’ pensions
act which, I believe, costs the provinces approximately $10,000,000 a year. Our

Old Age Pension Act costs Canada, the dominion and provinces, over $40,000,000

a year, allowing for administration, and there are now about 183,000 old people :
[Mr. A. A. Heaps.] :
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in receipt of pensions. In the proposed bill before you a man will pay on
averagep25 cé)nts per week, wh?ch will amount to $13 per year. This amqun‘:
will go into the insurance fund. Compare the man In Canada with av fllé‘lﬂ l'fghe
similar position in the United States, both earning, say, $1,200 per year. 5
man in the States will be paying, after 1948, $36 per year for what he receives,
3 per cent of wages. The employer will be paying 6 per cent. s

He will receive his old age pension at sixty—.ﬁve; and he will get unemploy-
ment compensation too if he at any time is entitled to it. In this country the
employee will be paying $13 per year, a difference of $23 per year when you
compare the two persons in relative positions in Canada and the United States.
Now, if the employers in Canada and the employees in Canada were prepared
to pay an additional $23 per year on their payrolls, and if our payrolls are n
the neighbourhood of two billion dollars per year—and I am not very far out
when T state that figure—it would be $120,000,000 a year that would be collected
on the 6 per cent basis. If we deduct from that the amount that they are now
paying, the employee and the employer for unemployment insurance as Is
proposed in this bill, and say we took off $60,000,000 a year, which is a hggh
estimate, it still would leave fully $60,000,000 per year for an old age pension
scheme in Canada, which I think would be an amount that would give pensions
at the age of 65. I am just making that comparative statement so that when
we discuss this question of benefits in the United States and benefits in Canada,
we can get some reasonable comparison as between the two countries.

By Mr. Reid:
Q. You are using more reasonable arguments now. I am glad to hear
you—A. There is one other point. ;
Mr. Graypox: Time changes things.

The Wrrness: No. T always did advocate old age pensions at 65, and still
feel that we should have pensions at that age.

One further point I wish to state that is the difference between our own
bill and those in the United States, and it is a rather important feature which
we cannot calculate from the basis of dollars and cents. In the United States,
with all due respect to their form of administration, we know that they have
what may be called a political administration right from top to bottom. This

1s not always conducive, either in one country or another, to the highest form
of efficiency.

By Mr. Graydon:

Q. This is not going to be political, is it?—A. I am sure it will not. In the
bill now before you, you have something which I do not think has ever been
put into dominion legislation before. You are setting up in the bill—in your
commission, in your advisory committee and in your employment services com-
mittee, and in all the committees throughout the country that are going to be
set up under the bill—representation of both employer and employee. Practically
the whole of the administration of this bill, when it becomes law, will be in the
hands of representatives of employer and employee, who pay by far the larger
proportion of the fund. That is something that is not to be found in the United
States. T think because of that very fact, because you have employer and
employee sitting in on the administration of this proposed act, we are going to
get—and at least, T hope we will—a fairly sound and efficient administration
all the way through. That is one difference between here and the United States

that I think ought to be borne in mind when the question of administration is
taken into consideration. ;
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By Mr. Graydon:

Q. Have they no representatives of those two branches of industry in the
United States?—A. I beg your pardon?

Q. In the United States, has labour no representation?—A. None at all,
by law, except where they care to give it; and that, I believe, is not in very
many cases. 1 think, Mr. Chairman, that would be about all I would care to
say here this morning, if there are no further questions.

The CmamrMan: Thank you, Mr. Heaps. Are there any questions any
member would like to ask? :

By Mr. Graydon:

Q. Was any consideration given to health insurance in this?—A. The only
consideration we gave was to leave out the portion that was in in 1935.

By Hon. Mr. Mackenzie:

Q. For what reason?—A. Because we found that, so far as that was
concerned, it had no real significance from a practical standpoint. It just gave
permission to the Unemployment Insurance Commission to collect information
and data which could be ascertained in any case from other government
departments.

Q. You have the same power in the Health Act at the present time?—
A. Yes:

The CramrMAN: Gentlemen, I imagine Mr. Stangroom will have a reasonably
lengthy statement, and it is now five minutes to one. Possibly the committee
would care to rise now, and we could sit at 3.30—subject to the House, of course,
approving of our report this afternoon. Is that agreeable?

Hon. Mr. Mackenzie: May I ask if there are any present who want to be
heard in regard to this measure after the departmental officials are through with
their evidence?

The Cuamman: I wonder if any representatives of organizations, or
individuals, for that matter, would like to express themselves at this stage as
wishing to be heard? There have been some notifications sent out to the
Department of Labour, and I think Mr. Mackenzie has a list of them.

Hon. Mr. Mackenzie: Yes.

The CramrmAN: If there are any who have not sent in to the Department
of Labour a statement that they would wish to be heard, I wonder if they
would be kind enough to notify the secretary of the committee. Incidentally,
I have taken the liberty of suggesting a subcommittee which perhaps would
make our procedure flow a little more fréely, and arrange for the order of
attendance of witnesses and those desiring to give evidence before us. That
committee will be composed of Messrs. Mackenzie, Chevrier, MacInnis and
Graydon, if the committee approves.

Mr. MacInwis: Carried.

The CraRMAN: The secretary advises me that it is desirable to have this

: committee placed formally on the minutes.

Mr. Rem: I move that.

The Crammax: Tt is moved by Mr. Reid and seconded by Mr. Pottier.
Mr. GRAYDON.: Before we rise, perhaps some consideration might be given
’tI(‘) more lengthy sittings in this case than we have had in previous committees.
here are a number of people representing industry and labour, who are naturally
busy people, wishing to be heard. Perhaps we might give them the convenience

in the committee of earlier sittings than we usually have, if that would be the °
wish of the committee.

[Mr. A. A. Heaps.]
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g i : i 3.30
The Cuammmax: Would the committee approve of our meeting from
this afternoon until six, and then adjourning until 8 and sitting this evening up
until such further time as may be agreed upon?

Some Hon. Memsers: Carried.
The CuamrMan: Would that meet with the committee’s approval?

Mr. Rem: So long as we are allowed reasonable time to attend to our
correspondence, which we must have.

The Cuamrmax: Oh, yes.

Mr. MacInnis: Before we adjourn, may I say a word in regard to the
motion passed asking the Senate to have representatives here? How official is
that invitation? I think the purpose is that the Senate should be r.epresented
and have all the privileges that the members of the Commons committee have.
If that is the intent, would it be in order to send an invitation to the Senate
asking them to appoint representatives for this committee?

The Crammax: I thought, Mr. MacInnis, that we pretty well required to
leave it to the Senate’s determination as to whether they w15hed' to appomt a
committee. We have gone as far as we could reasonably go in inviting them.

In what form they desire to accept that invitation I think is a matter for their
determination.

Mr. MacInnis: That is what I had in mind—as to whether the invitation

is an official one of which the Senate could take cognizance. They should have
something before them.

The CrARMAN: The invitation has gone to them in writing.
Mr. MacInnis: Very well.

The CramrmaN: Then it is agreed that we adjourn until 3.30, gentlemen.

The committee adjourned at 12.55 p.m., to meet again at 3.30 p.m.

AFTERNOON SESSION

The committee resumed at 4.00 o’clock p.am.

. The Cmamman: I understand, gentlemen, that there is a quorum, so we
might as well proceed. Before doing so it might facilitate the work of the
committee somewhat if those who propose to make representations to the
committee and who have not already so notified either the Department of Labour
or this committee advises the secretary as soon as possible so that the committee

n charge_z of making the steering arrangements will have the advantage of that
Information and can make their plans accordingly.

In the next place, I understand that some in the room have found that they

were unable to hear some of the proceedings of this morning, so if you will
raise your voices just a little it might be helpful.

I understand Mr. Jackman has a communication he would like to place
before the committee.

Mr. Jackman: Perhaps it might be worth while to have this telegram on
the record in view of th

e fact that it will come up later for discussion and
70013
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members might like to be able to give it their consideration in the meantime.
This telegram is from Kimberley Mines, British Columbia, and reads as follows:

Whereas the Workmen’s Cooperative Committee of the Sullivan
Mine Kimberley, B.C. welcome introduction National Unemployment
Insurance Act stop Respectfully suggest deletion two thousand maximum
clause or raising to two thousand five hundred stop Three hundred Kim-
berley workers ruled out under clause due to extra time being worked on
war production.

H. NICHOLSON,

Sullivan Mine Workers Cooperative Committee.

The CrairmaNn: I think the arrangement when we adjourned was that we
should hear from Mr. Stangroom. I might say for the benefit of the committee
that Mr. Stangroom has had a great deal of experience in connection with
various unemployment schemes and he has given a great deal of attention to
the preparation of this Unemployment Insurance Act as well as other Acts.
I think we will now hear from Mr. Stangroom.

D. Stancroom called:

The Wirness: Mr. Chairman and gentleman, I thought the first question
that members of the committee might be interested in was the consideration
which weighed with us in the adoption of the graded scheme rather than the
flat rate scheme. As you know, the 1935 Act adopted the flat rate principle

. for contributions and benefits. This was based pretty much on the particular
_experience which grew up from the British Aet of 1911; which, in turn, grew

up from trade union experience. Since that time there has been a large body
of experience in the United States. South Africa and Norway adopted graded
schemes, and Germany and Italy also had a graded scheme. All these recent
plans adopted benefits in proportion to earnings, and therefore in proportion to
the normal standards of living of the workers. There is a fundamental problem
arising in any scheme of unemployment insurance; can you compensate need,
or can you only compensate for something that relates to the normal standard
of living of your worker? A man with ten children may be earning $10 a
week and a man with no children may be earning $50 a week. It seems that
you cannot find any system of benefits that will relate closely to the needs of
both these groups. What you can do is to relate the contrbiutions and benefits
to the normal standard of living of these people. In Great Britain the Ministry
of Labour in 1931, speaking before the Gregory Commission, stated they had
investigated the problem of changing their system to a graded system. The
officials of the ministry said that they approved of it in prineiple, but because of
the rather distressing condition of their fund at that time they thought it was
unwise to make the change then. In private conversation with Sir Reginald
Davison and Sir William Beveridge 1 understand they both favoured the
graded scheme, and Mr. D. Christie Tait of the International Labour Office
proposed the graded scheme for Canada. The question has been discussed with
varicus experts from the United States, Dr. Bryce Stewart, and Mr. Douglas
Brown of Princeton; and they are all in favour of the graded scheme
rather than a flat scheme. It is claimed that the flat scheme is more simple
in that you take one contribution and you pay one benefit; well, that is not
quite the case. Under the 1935 Act there were eight classes of contributions
and eight of benefits, with the addition of dependant benefits. These are just
as difficult to administer, in fact it might be said more difficult to administer,
than a scheme of contributions related directly to benefits. Any flat benefit

must be fixed at the low earnings of any worker in any part of the country;
[Mr. Eric Stangroom.]
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otherwise the benefits would exceed wages. If the benefit exceeds wages you get
a tendency to malingering; men will prefer unemploymgnt benefits to a job.
Granted that under any ratio rule he would decrease his right by so doing; but,
nevertheless, there would be many who might prefer the bgne.ﬁt_whe.re they
could draw it. The problem of over insurance in Great Britain is still very
serious, and it remains perhaps, the principal administrative dlﬁicu_lty._ As the
cost of living rose, and changed, they had to increase their contributions and
benefits, to make their benefits total something reasonab}e Jnd.er the circum-
stances; and with each change they have found that they }mlnedlately cre'ate n
various parts of the country, in the low wage areas, over-insurance; that is, the
benefit is more than the normal wage of the insured person. Some attempts have
been made to apply a “ceiling” in Great Britain, but pressure fron} various
groups has made it impossible. For instance, at present there is a bill before
the British house which suggests an increase in contributions and benefits for
the simple reason that the cost of living has increased. Since the war started
In Britain it has risen some 25 points. During the last war they had the same
experience. Benefits and contributions were adjusted several times during the
war as the cost of living rose, so the real value of the benefits changed consider-
ably. Weighting for cost of living, and the wage index, the ratio of benefits at the
1930 rate was eighteen and ten pence for a family of four, in 1914; and 47
shillings in 1919, and then later, in 1928, it went down to thirty-one and four
pence. Thus, the flat rate has to be continually adjusted to the movements of the
cost of living. If benefits are related to earnings, the average benefit would be
higher than the flat rate, because the above-mentioned restrictions would be
removed. You have rno danger of over-insurance where you never pay the full
amount of the earnings. Under the present bill the benefit grades from about
88 per cent of a man’s earnings’ in the low wage group to about 40 per cent in
the high wage group. The low wage earner is favoured in that way.

By Mr. Roebuck:

Q. It is less than that, is it not, less than 40 per cent?—A. Taking it at
the median wage, to be exact, it is 38 per cent.

By Mr. Reid:

Q. The changes in 1931 in Great Britain would have no relation to any-
thing you have mentioned here so far, would they; was not that due to the
demand made by the bankers in New York to Mr. Ramsay Macdonald that he
would have to reduce the benefits?—A. Actually it was extended in 1931. When
the great rearrangement came in 1934 they took away what is better known
as the unemployment assistance feature of the scheme; they separated the
system from insurance pure and simple.

Up until 1931, and because they had not extended their scheme properly
during the war, and only under pressure after the war, the fund brought in
uncovenanted benefits, and what they called extended benefits, where a man
received benefit in advance of contribution. That started the heavy deficit;
m.the fund when the extension was made in 1921. The coverage then was
fairly small. Tt was extended to over 11,000,000. But the depression came so
soon that none of those people were able to make the qualifying number of
contributions; so the benefit was paid in the first instance in advance of con-
tribution, and that created a situation which resulted in an enormous deficit
in the fund. As that difficulty ate its way into the treasury they made further
Investigations; the Blanesburgh Committee in 1927, and the Gregory Commis-
sion in 1932. In 1934 they split “assistance” away from unemployment insur-
ance so the unemploymént insurance schemé would remain actuarily sound.

As a matter of fact it has remained so sound that the debt which was antiei-
7001—3}
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pated would be paid off by 1970 has been almost completely paid off by now.
You can have a high rate of benefit under a graded scheme because, as I said, =
you never exceed the normal wages of any particular beneficiary. A rate

related to earnings cushions the shock of normal unemployment better than

the flat rate since it is closely related to the standard of living. All workers

have fixed obligations in the way of rent, perhaps time payments on a radio
and so on, which a dollar a day benefit would not effectively meet; and generally *
speaking it might be said a person arranges his budget according to his normal
expectation of earnings. Therefore, if you relate your benefits to those earn-
ings, the shocks of unemployment is cushioned. A flat rate automatically

reduces the worker to the minimum standards in the country. If you cannot

pay a benefit that does not exceed the lowest wage earner’s income in the
country, then naturally that flat rate benefit must be extremely low. And
therefore you reduce the high wage earner to a standard which has no value
to him whatsoever. It also prevents a depletion of the higher wage earner’s
normal reserves. If a man is earning $40 a week or $35 a week and receives
$6 a week benefit, he has to draw on his own reserves to such an extent that ¥
when he is employed again he has no reserves left and you are forcing that *
man nearer and nearer to being a relief case. A rate based on earnings auto-
matieally adjusts earnings to various wage levels in each part of the country .
and to different occupations and age groups. The 1935 Act attempted indirectly
to take cognizance of the different rates of earnings by relating it to age groups
and sex groups. The average female wage is about 65 per cent of the average -
male wage. And therefore to prevent the dangers of over-insuranc you have
to pay them less benefits. But in different parts of the country or in particular
occupations you can’t say that all people between the ages of 18 and 21 would ©
find $4.80 of a benefit sufficient for their needs. A flat rate suitable for rural
areas or during a period of low wages and wage levels may be entirely inade-
quate in large cities or in periods of high prices and wages, making a supple-
ment from relief necessary. In Great Britain it is to be remembered that where
because of low wages or fixed obligations benefit is insufficient, the person °
can also apply for Unemployment Assistance and in many cases that is done.

By Mr. Graydon:

Q. What is the nature of that unemployment assistance?—A. Unemploy-
ment assistance is to all intents and purposes relief for employables. Public
Assistance, the old Poor Law, is still left in the hands of the local authority.
Unemployment Assistance is supervised by a board and is available to those
who are employable and have either exhausted their benefits or have excep-
tional needs.

A graded system of contribution is not regressive taxation. That is, you
are taking a contribution which is not only related to the benefit, but a con-
tribution which is definitely related to a man’s earnings. The benefit is, as
you will notice by the formula, a direct multiple of that amount of contribution.
If he pays twice the amount of contribution, he gets exactly twice the benefits.
In the case of a flat rate, where the 80 per cent limitation applied, the man
would be paying the same rate of contribution and receiving less benefits. 4

The application of the 80 per cent limitation under the 1935 Act would -
naturally be very uneven throughout the different provinces. The 1935 Act
said that a man could not receive in benefit more than 80 per cent of his normal 1
earnings during the previous six months. In the first place, you would have
to keep elaborate records as to what were his normal earnings during the previous
six months. 4

In the United States the attempt has been made to relate it to 50 per cent

of the man’s full-time earnings. They have found that any attempt to relate
[Mr. Eric Stangroom.] ;
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it to full-time earnings is very unreal because the problem of determining wrlll‘ﬁn
& man is earning his full-time earnings becomes a very difficult question. g
result is that most of the schemes in the United States are now moving towa_rds
a system not of a direct percentage but of a percentage within various cyategorles.
We feel that the present bill is a still greater simplification. We dTo ot
need elaborate wage reports, in which the compliance is very poor in the United
States; and the Bill automatically relates the contribution to the benefit.

By Mr. Graydon:

Q. Do they call that a flat rate in the United States>—A. No; a direct
percentage rate. It is a direct percentage of the man’s normal full-t.lme’earmngs.
The Social Security Board has reported that what constitutes a man’s normal
full-time earnings has never been settled in any State as yet. The result is they
have been gradually adopting earnings within certain graded limits—fifty dollar
ntervals, or some such formula. 2

A graded scheme automatically takes care of the sex distinction in the 1935
Act. If it is the case that women on the average earn 65 per cent of the average
male rate then naturally benefits under a flat scheme have to be adapted in
that way. But if you relate benefits directly to contributions, which are related
to earnings, then you automatically take care of that, and where a woman who
does earn a high wage she is compensated aceording to her standard of living.

By Mr. Reid:

Q. Have you any numbers to show the ratio of women who would come
under the Act, in view of the excepted classes you have here, which includes

domestic servants, and so on?—A. About one in four would be the number of
females under the present Bill.

By Mr. Graydon:

Q. One in four employed?—A. One in four; about 25 per cent of the insured
population would be women.

It has increased slightly in the last few years.
It used to be less than that.

It has been claimed at various times in England that a flat benefit tends to
set a minimum wage level. It is claimed that employers at various times have
said that the flat benefit is the standard of subsistence. Naturally it is not the
standard of subsistence in different parts of the country. The result is that it
has caused a considerable amount of argument. There, again, the graded scheme
removes any such danger.

In Great Britain, when they investigated the problem of extending unemploy-
ment insurance to agriculture, they found that the benefits were too high for
agriculture and the contributions were too high a percentage of the man’s normal

earnings. The result is that they had to set up an entirely separate scheme of
contributions and benefits.

By Hon. Mr. Mackenzie:

Q. When was that done?—A. In 1936. And the same would apply here
under a flat rate system. Wages in agriculture and perhaps the rate of unem-
ployment in agriculture are rather different from those in industry. If you had

a flat rate of benefits your benefits would not apply to agriculture; you would
have to set up separate schemes.

By Mr. Graydon: 3

Q. But you are not including agriculture, are you?—A. A graded scheme

permits you, when you have set up your administrative machinery, to extend it
to agriculture if you wish.
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By Hon. Mr. Mackenzie:

Q. You can under this bill set up that scheme if it is so desired later on?—A.
Section 86 A. permits you to set up special and supplementary schemes. 86 B.
permits you to make adjustments of rates of contributions having regard to
wages and salaries of such persons. So that you can extend the scheme, if you
wish, downwards to the lower wage levels, and, if necessary, upwards if the
general standard of wages increases. In the United States the limit is set at
$3,000. One gentleman mentioned a proposed extension to $2,500. I think, if
my memory serves me right, there is something like 5 per cent of the wage
earners in Canada earning over $2,000. So that the $2,000 limit takes in most
of your wage earners. When you go beyond $2,000 you start to get into classes
of people who are not under a contract of service, but under a contract of
services—in more or less of a professional capacity.

The graded scheme, because it pays a higher rate of benefit, might be said
to be more acceptable to the better educated and more vocal parts of the
population.

It is a small advantage and yet, from the point of view of statistics, a very
useful one, in that the graded scheme elicits statistics of wages which otherwise
are very difficult to obtain. And you can study the incidence of unemployment
within the various wage groups much better.

In Great Britain there are supplementary benefits through trade unions.
There are very few supplementary schemes in Canada, so that even the flat rate
system in Britain is supplemented in many cases.

By Mr. Reid:

Q. Had that any bearing on the British authorities in setting up the
scheme?—A. In Britain the trade unions in some cases still administer their
own unemployment insurance. Provided they pay the same amount of benefits
and collect the contributions they are allowed to administer their own scheme.
But that has been taken over from them gradually. They found that administra-
fl,)ion is not always sound. In some cases they are still paying a supplementary

enefit.

By Mr. Graydon:

Q. Are there any private schemes of unemployment insurance in this
country?—A. There are no private schemes of unemployment insurance in this
country.

By Hon. Mr. Mackenzie:

Q. There are various types of group insurance?—A. Group insurance,
pensions, superannuation and various savings plans.

By the Chairman:

Q. But they do not take care of casual unemployment?—A. They do not
take care of casual unemployment, no. Investigation was made in the United
States under the Vanderburg committee recently of various profit sharing
schemes and related ancillary schemes, and it was nowhere suggested that these
were substitutes for unemployment insurance.

By Mr. Graydon:

Q. T think there is one company that I have in mind in Canada where
some form of profit-sharing scheme has been .installed. Assuming that is the
case, what would be the effect on that scheme by the introduction of this bill?—
A. There are schemes in Canada along the lines of profit-sharing, but the
- difficulty with profit-sharing is that in times of depression when unemployment

exists there is no profit to share. Even the Josslyn Company in the United
[Mr. Eric Stangroom.]
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States, which was quoted as the perfect example of profit-sharing, contributei
20 per cent of its profits to the fund, yet during the depression they were no

able to contribute anything at all, and the employee still paid 5 per cent of his
wages into the fund.

By Mr. Hansell:

. : . ick
. Are there any concerns that you know of in .Canada that }}a\e any si1e
bene(f?t organizations}:?—A. There are several firms in Canada which have sick
benefits of various sorts. :
Q. When a man becomes sick he is unemployed; what effect would this
have on such men?—A. He would still obtain sick benefits, but under unemploy-
ment insurance a man would not receive benefit if he were sick; he would not
be available for or capable of work, which is one of the fundamental qualifica-
tlons required under unemployment insurance. A man must be able to accept a
Job which is offered to him. !
Q. That was not so in the old country, was it, with unemployment insur-

ance?—A. No; you have a supplementary scheme of health insurance in Great
Britain which covers that.

Q. Tt runs side by side with the other?—A. Yes, it runs side by side with
the other.

By Mr. Graydon:

Q. If that is the case it means that a man who works twenty-five years for
one industry and pays into this unemployment insurance fund, if he becomes
Incapacitated through age or infirmity, is unable to participate in the fund?—
A. I would say that the number of men who work for one company for twenty-
five years is very small.

Q. Put it lower than that, if you like; I used that figure as an example only.
Mr. HaNsELL: Say ten years.

The Wrrness: Under the present bill, if he works five years and becomes

unemployed, if he is still capable of work, he is entitled to one year’s benefits,
which is the maximum.

By Mr. Graydon: ‘
Q. The test is his capability?—A. Availability and capability. The man
must be attached to the labour market. 1f through age he is incapable of
work, you might have to consider some other form of compensation for him.

Q. But there is no provision in this Act fto cover that?—A. No.
By Mr. Reid:

Q. Was any study given to the question of reducing the payments of a
man who has been employed for twenty, twenty-five or thirty years and has not
been idle except through sickness?—A. Yes, that problem has been considered
very carefully. I was going to leave that to Mr. Hodgson to deal with in detail.

Q. That will be satisfactory—A. There is one point I might mention in
that connection; that one should not attempt to look at unemployment insurance
applying to an employment field as it stands when you enter the scheme.
One should consider it from the point of view of ten years hence. When a boy
leaving school starts to enter industry, it cannot be said that that boy knows
whether he will have normal or steady employment.

Q. But you take a railway worker or a man in the transportation industry?

Mr. GraypoN: He does not want it.

By Mr. Reid:

Q. Oh, yes. He will not be out of employment unless he falls sick.—
A. Only if he has seniority.
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Q. They all have seniority, but they are all looking for promotion.—
A. Yes, but you would not say that the number of employees in the railway was
the same in 1934 as it was in 1929. Those people certainly were on the employ-
ment market looking for jobs.

By Mr. Reid: : :

Q. A man who was working in 1934 and is employed to-day would not come
under this?—A. Yes.

Q. And he may have ten or fifteen years to go on the railway?—A. Surely.

Q. And this man may be in a sheltered position?—A. It is just the same
as with your fire insurance policy.

Q. Yes?—A. Exactly. There is one point you might care that I should
enlarge on, and that is section 34 of the bill, the ratio rule. Some people might
feel it looks a little complicated. The ratio rule permits an insured person to
draw benefits in any benefit year—that is, at the time he begins to be unem-
ployed—directly related to his employment history during the preceding five
years, and his claims for unemployment benefit during the preceding three
years. The purpose of extending this formula beyond the employment history
of the benefit year is to make it possible to level out fluctuations that would
otherwise occur in the period of benfit to which he would otherwise be entitled.
The benefit, you will notice, in 34(a) is one day of benefit for every five days
contribution paid by him in the preceding five years, less as in (b), one day
for every three days benefit drawn in the preceding three years. For example,
suppose a man worked thirty weeks during the first year that he was covered
by unemployment insurance. He would be entitled at the end of that period, if
unemployed and if he fulfilled the other statutory conditions, that is availably
for work and so on, to one-fifth of the period in insurance benefit; that is, six
weeks. If he worked three weeks in the following year of his coverage and
again became unemployed he would have accumulated sixty weekly contribu-
tions, one-fifth of which would be twelve weeks. But from this would be taken
one-third of the number of benefits which he enjoyed the previous year, that is
two weeks. Therefore the period of benefit to which he would be entitled the
second year would be ten weeks. If he had the same employment experience
of thirty weeks the third year the benefit paid would run to seventy-six days,
and in the fourth year ninety-seven days. If over a period of years he was
normally employed for thirty weeks he would be entitled to fifteen weeks’
benefit; that is, half the time of his employment. At first glance it looks as if
he is entitled to only one-fifth of the time, but actually he relies on employment
experience which entitles him to one-half of his unemployment history in
benefit duration; if he worked thirty weeks on the average over a period of
years he would still receive fifteen weeks’ benefit, as if he had worked thirty
weeks exactly each year. Similarly if a man worked twenty-four weeks either
exactly or on the average he would be entitled to twelve weeks’ benefit, if he
had built up five years employment history. If a man worked thirty-six weeks
in a year he would accumulate more benefit rights than he would be able to
use. Thirty-three weeks is about the balance.

By Mr. Reid:

Q. What would be the point at which——A. That is the point at which he
would always receive all the benefit he was entitled to; but if he worked over
that he would build up more benefit rights than actually he would ever be
able to use. A man fully employed for five years would be entitled to one
year benefit, which is the maximum. This benefit formula at first glance sounds
a little complicated but actually it is very simple and automatic and defines

eligibility very easily, and protects the funds against bad risks. Various forms

of this ratio rule have been proposed by experts and such British authorities as
Sir Llewellyn Smith and Mr. G. Ince, who made the survey in Australia.
[Mr. Eric Stangroom.]
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By relating the period of benefit available directly to tile e,m[i(lglyra?tl}f{
history many abuses are removed and advantages given toﬁtt i \}\‘tor g s
good employment records, because he does not l’ose benefit rlgh' sst g e
benefit year, but has the advantage of five years employment ‘}1 (Eye’zriods
the workman is given an incentive to draw on his own reserve 'Hlllb]l:()r gcix <
of unemployment. A man unemployed for a week may say, we g anﬁt I?ntil
the end of the year I will be laid off for a month, I will save my 1Qn8f s
then. He thus keeps his benefit rights for more severe times. This for

is a simple solution to the question of seasonal unemployment and 1s more
casily administered than most other formulae.

Mr. RoeBuck: He cannot keep his eggs more than five years or they will
go bad on him. :

The Wirxess: You relate his benefits to his employment history for five
years. If during that period he became ill you are permitted to extend that};
period. Where, for instance, he goes into some employment which is no
insurable employment or if he went to prison, for instance, you can then
extend it another two years, which makes actually seven years history.

By Mr. Graydon:

Q. Is a workman prejudiced by leaving an insurable type of employment
to go into a non-insurable type?—A. 1 have mentioned that you can extend
that period seven years if necessary. He can go into a non-insurable employ-
ment or he can withdraw from the employment market completely for two
vears, and he does not jeopardize his rights in any way. .

By Mr. Roebuck :

Q. If he withdraws for two years and a day then his previous rights are
gone?—A. No; he still has an employment history for five years back. He
would then apply, for instance, his employment history to his contribution in
the last three years. If you went beyond the five year period—

By Mr. Graydon:

Q. Is the cost of collecting these funds from the workers a cost that is
borne by the employers in each case?—A. The cost of collecting?
Q. Yes—A. I do not quite understand.

Q. The cost of bookkeeping and collections generally from the employee,
taking it off his pay each week. That is a matter which might be considered

a great amount of work. TIs that taken out of the employer?—A. Where the
employer finds that it is an ex

pense I imagine the employer would have to
bear it.

Q. Is any provision made to reimburse him?—A. No. But you will notice
in the bill that it provides for collection by stamps or otherwise, and there
are various systems of deposit. For instance, each employer might be able
io S}}I'nplify this stamping procedure, which might be considered in a case where

¢ had a very large number of employees. If he was a small employer it would
not pay him to do that.

By Mr. Hansell:

Q. In your opinion the scheme is then actuarially sound?—A. The chief

actuary of the Insurance Department has certified to its soundness, based
on an eleven-year avera

ge from 1921 to 1931 inclusive, and from such material
as 1s available since then.

Q. Can you answer this question: in arriving at the actuarial soundness,
did you consider to any extent the matter of the number of men employed and
the number of unemployed through lay-offs and so on within a period of time,
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say ten or fifteen or twenty years, or were your calculations based more on the
number of workers entering into the scheme?—A. No; the actuarial calculations
were based directly on the employment record during those periods. The 1931
census had full data of employment and the 1921 census somewhat slightly
less. But there are various statistics available between those dates and also
the census of manufacturing in 1934 to 1936 and the census of the prairie
provinces.

Mr. RoeBuck: The actuaries are going into that?
The Wirxess: Yes.

By Mr. Hansell:

Q. Did they go into the effect of say booms and depressions?—A. Yes, it
was balanced. What was considered was a fairly representative period that
had booms and depressions, 1921 to 1931.

By Mr. Graydon:

Q. That is not a very good period, is it, 1921 to 1931?—A. It was based
on an average of 123 per cent unemployment. One feature of the ratio.rule
it should be remembered is that the percentage of unemployment will not
greatly affect the stability of the fund. Where you have greater unemploy- .
ment you also, because of your ratio rule, would be receiving less in contribution,
and you would be paying less in benefit. It balances on both sides of the
book. Whereas if you based it on the flat duration of benefits, no matter
what a man’s employment history was, an increase in the rate of unemployment
would make your fund unstable. But if you relate your benefits directly to
the man’s employment history then even an increase in the percentage of
unemployment does not upset the stability of the fund very much.

By Mr. Roebuck:

Q. May I ask this question, Mr. Chairman: What happens in the case of a
man who normally because of the establishment of the weekly wage, would
make more than $2,000 a year but who gets laid off at the end of seven months,
say, giving him a wage for that year of less than $2,000?7—A. His contributions
are based on his wages while in employment.

Q. That is at the rate— —A. His rate of wages.

Q. So he would not be— —A. He would not be covered if his rate of wages
exceed $2,000 a year.

Q. Just before you complete that—I think you are through, are you not?
You said that the maximum rate of benefits as compared with contributions in
the lower rate was 88 per cent and the minimum rate was 40 per cent. Now, I
was interested in those comparisons and I was checking the figures. I find the
lower rate is 88-8 per cent. I have before me here a memorandum which you
gave us and on page 2 there appears weekly benefit rates. The amount shown
below the statement is $38.50. That is the highest. A man receiving $38.50
would get $12.24 weekly, a single person.—A. That is a single person.

Q. I do not make it 40 per cent; I make it 31-8—A. That is in category 7.

Q. Yes. I would think the percentage is from 88 per cent to something
!ess than 32 per cent.—A. It is 32 per cent for the single person, the lowest rate
in the highest category for the single person; the single person receives in
each case 85 per cent of the amount a person receives who maintains a
dependant.
tQ. So that that is from 32 per cent?>—A. From 32 per cent to 88-8 per
cent.

[Mr. Eric Stangroom.]
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By Mr. Hansell:

Q. Before you sit down 1 wonder if I may read this short par_agrfﬁ\ph f(r;on;
Hansard and ask you if you would comment on it and tell us if you RE
with it? This was given on the 19th of July, just last Friday, on the dlSC_}ISﬂ"g
of the bill. Mr. Marshall was talking. He has read a good deal on this, an
I think his judgment generally is good.

Hon. Mr. Mackenzie: Louder, please.

By Mr. Hansewn: Q. He says this:—

In the short time remaining at my disposal I should like to refer
briefly to what has taken place in Great Britain. An unemployment
~ insurance scheme was inaugurated in that country in 1911, and in 1936
a survey was made by an economist who, I understand, is of some note.
I refer to Mr. 8. Burton-Heath. One fact which he brought out and
which I should like to stress is that unemployment insurance of a
conventional type functions when it is least needed and breaks down
completely when it is needed most. Up to the end of October, 1932, the
British government had put into the scheme, in addition to regular
contributions by employers, employees and the government itself, the
staggering total of $910,000,000. The system was revised in 1932 by a
committee set up for that purpose, and at that time the government was
going behind at the rate of $195,000,000 a year. This was cut at the
time the survey was made in 1936 to $130,000,000.
From 1911 to 1914 the scheme functioned fairly well; from 1914 to
1918, the war years, it prospered, but it ran into some snags after that.
In the middle of 1919 there was a surplus of $88,000,000. In the mean-
time the scheme was extended to take in other branches of industry
which had not previously been included. Then came the aftermath of
the war when the forces were demobilized and the country found itself
faced with a serious situation. At that time there was appropriated
$304,000,000 to meet the emergency. By 1920 the fund had been
exhausted completely and the government had pumped ‘in an extra
$107,000,000. The scheme was extended further to take in domestic
servants and agricultural labourers, and the number under the scheme
rose from 4,200,000 to 11,500,000. Contributions were increased, and
one government fell because it adopted a policy of increased assessments.
Since 1920 the scheme has been adjusted; it has been amended, and
it has been revised. To-day it is not called the Unemployment Insurance
Act; it is called the Unemployment Act. Every year since 1922, with
the exception of two years, the scheme has shown a deficit ranging from
six million to two hundred million dollars. These are some facts which
I hope the committee will weigh carefully when the bill comes before it.

We recognize, of course, that during the last war employment reached its capacity
and that since the last war there has been a tremendous depression. It looks
as tho_ugh history might repeat itself along that line—A. History would repeat
itself if the actuarial and insurance principles of the scheme were permitted to
break down as they were in England during that period. Up until 1918 the fund
accum}llated a surplus. During the war about five committees proposed an
ext»er.ls'lon of the scheme, and in 1916 the scheme was extended to women and to
munition workers. They attempted to extend it to all industries which were in
any way rel.ated to the war effort, which could have been interpreted in an
extreme}y wide manner. At that time, the people in those industries said that
the capital replacements after the war and the general return of good times
would make unemployment insurance unnecessary as far as they were concerned.
In April, 1918, the Civic Workers Committee of the Ministry of Reconstruction
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suggested an extension again, and it was suggested still again in November, 1918;
but with the excitement of the armistice it was again omitted. There was a
boom for a short time after the war, but as soon as the wage earners really saw
that the depression was going to strike, they immediately demanded to be
included in the scheme. In November and December, 1920, they were brought
into the scheme and started contributing early in 1921. Within about three
months of the extension unemployment in Great Britain had more than doubled,
to something over two million people; so that none of those seven or eight million
people who had been brought into the scheme had made enough contributions
to be able to qualify for any benefits, and yet they were in the partially insured
class. The result was that they demanded some form of benefits. The govern-
ment of the time thought it would be a temporary measure and they made grants
to the insurance fund to pay for the benefits which were to extend for six months
only. The government had also made grants to workers who had been employed
in war industries and who had not come under the insurance scheme immediately
after the war. That also was supposed to run for six months. In actual fact the
depression hit rather hard and it was politically impossible to prevent the extension
of those grants. The result was that the actuarial basis of the scheme completely
broke down and those people who would normally have been on relief, were
being paid what they called extended and uncovenanted benefits under the proper
insurance scheme. The result was that various committees were set up in 1927
and 1931 to investigate the problem, and in 1934 those people who would be
normally on relief were split up from those in insurance; and since that time,
since the scheme has returned to its actuarial basis, it has actually been able to
pay off most of the debt that was accumulated. although it was anticipated that
the debt would not be paid off until about 1970. It was unfortunate that the
extension was not made during the war. Otherwise, these people would have paid
enough contributions to be able to sustain the scheme on an actuarial basis.

By Hon. Mr. Mackenzie:

Q. If you put into the scheme any of the excepted employments, would that
change the actuarial basis upon which this measure is built up?—A. You mean
if you include any of the present excepted employments?

Q. Yes—A. I do not think so. Not under the ratio rule. The difficulty
of excluding some of the employments initially, under the scheme would be
principally administrative problems. A person on a bhoat is not necessarily
available to report at an employment exchange; his collections are a little bit
more difficult to administer in the first instance; and certainly, until the
administration is on its feet, it would be difficult to include some of those in the
scheme; but it would not upset in any way the actuarial basis of the scheme.

By Mr. Reid:

Q. I wonder if T might be permitted to ask this question, Mr. Chairman.
I was looking over the schedule of payments. Leaving out the boy or the youth
class, in which class the employer pays eighteen cents and the youth, if T may call
him such, nine cents, and starting from class two— :

The CrAtRMAN: Just a minute. Just check up on:that. Mr. Reid said the
employer pays eighteen cents and the man that is employed pays nine.

Mr. Rem: That is what I have here.

The Wirness: That is category zero.

Mr. Rem: That is what I have before me.

The CrarmaN: Yes; you are right. i

By Mr. Reid:
Q. To continue, I may say that this is what is puzzling me and I should

like you to answer just for my information.—A. Certainly.

[Mr. Eric Stangroom.]
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Q. Looking over that, in the number two class, the employer pays twenty-
one cents and the insured person twelve cents; as you will notice that is twelve
plus nine which makes it twenty-one. There is a nine-cent spread, the
difference between what the man pays in class two and what the employer
pays. Then in class three there is a ten cent difference. Then in class four
there is a seven cent difference. In class five, the man pays twenty-one cents
and the employer pays four cents more, a reduction of five cents of difference
as between that class and class two. Then in the class following that, class six,
there. 1s only a three cent difference between what the employer pays and what
the insured pays. Then under class seven, it changes right off, and the
employed person pays more than the employer, and so following up with
class eight. I am just wondering why that is. You are basing all your payments
to the man on what he pays, because I notice that in the clause following you
state, “It will be noted that forty-times the weekly contribution of the employed
person gives his weekly rate of benefit.” I am just wondering how you, from an
actuarial point of view, worked it out as to all these differences. I would have
thought that, progressively, the employer would have paid as much going up—
I fact, might have paid more. I am not advocating that he should at the
moment, hut I am just asking for information—A. In total it means that the
employer pays as much; because of the number in each of these classes, the
employer pays in total the same as-the employee in total.

. Q. I did not have that answer before me but it just puzzled me.—A. I was
80Ing to leave it to Mr. Hodgson to deal with the schedules in detail.
S The CuamrMan: Are there any further questions? Are you finished, Mr.
tangl‘oom, with what you have to say?
The Wrrness: Yes.
The Cmamrman: Are there any further questions?
.. Mr. HanseLn: Mr. Chairman, before the gentleman sits down, may I ask
if We will have any representation from any manufacturers or any industrial
organizations?
The Cuamrman: What was that Mr. Hansell?
Mr. Hansern: I was asking, Mr. Chairman, before the gentleman sits
down,. whether we will have any representation from manufacturers or industrial
Organizations that do not agree with the bill?

The Cmamrmax: I do not know what their attitude on the bill will be, but
We have received information that some of the employers and some of the
I‘ep}‘e‘szenta,tives of labour will present their views on it. I would not want to
anticipate what those views will be.

b Mr. HaNsELL: Quite so. There are some questions I should like to ask,
ut I do not think they are quite within the purview of the witness.

s The Cramman: Go right ahead if you have any questions you wish to

By Mr. Hansell:

N Q. I was wondering if in arriving at the soundness of the bill or the
wundness of the scheme, you had considered very much any increases in, shall
.t: say, the cost of goods to the public. I know that is not within the bill
ltself. What I am getting at is this. I support the bill, and the group that
abl‘epre}sent: support the principle of the bill as having some admirable features
s :éngxt within the ambit or within the scope of the bill itself. But we do feel
s 141 the labour. organizations or those who are interested in employment or
. ;np oyment, think that this is going to solve all the problems confronting
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