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CHAPTER 1

UNEMP LOYMENT
. I7S SOCIAL AND ECONOMIC COSTS.

INTRODUCTION

The unemployment of lérge numbers of peoplé in Cenada has
become an important public problem, gravely affeéting the health,
morals and general welfare -of the people of this Dominion. Be-
cause of changing industrial conditions, most of-this.unemployment
is involuntary, and csused by conditions beyond the power of pre- .
vention by the unemployed person. The worker is exposed to the
risk 6f unemployment from a variety of reasons, such as, rapid
shifts in demand; the development of substitute products; intro-
duction of machinery; technological improvements; business 4
reorganization, and mergers. The tyﬁe of unemployment, however,
that falls with the most crushing weight upon the worker is that
which results from industrisl depressions. In such prolonged
periods of unemployment, the worker's resOurcés are diminished,or
even exhausted, and he is often forced to turn to public or private
charity, | |

During periods of unemployment and depressien;rthe lack of
a systematic provision for the eventuality of unemployment brings

sbout an unfair and unjust distribution of its inevitahle costs.

" Employers, not having set up previous reaserves against unemployment,

are unable, because of declining busihess income, to maintain their .
labour force. The expense is thus thrown upon the individual

worker, private charity and public relief. Jandlords and tradesmen

~
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THE

continue to give credit-te the unemployed, often at & heavy loss

to themselves. Meny families are thrown upon relatives for support.
The relief of the unemployed diverts community funds from their |
proper functions, such as, care for the socially maladjusted, and .
permenently defective and dependant individuals. Punds are appro-
priated by municipal, provincial and domihicn governments for .
necessary felief, thereby meking taxes.unﬁuly burdeﬁsgme when people

can least afford to pay them.

PROBLEM CONSIDERED

The problem of unemployment lies in a very special sense at
the root of most other social problems. Reasonable security of
employment for the bread-winner is the basis of all private duties
and all sound social action. At one time,this reasonable security
was essumed as axiomatic, but of léte years, it is the}insecnriiy
of labour which has become axiometic. Thus, there hss been af
steady growth of the sense of public responsibility forrthe_cggé
of ‘the unempleyed. This has resﬁlted in & growth of knowledgé'gnd
unﬁerstanding; The last census, for exemple, made a definite 7
poiht éfrfinding cut just how many people we?e unemployed,and why,
The evil to be analyzed is that of the maladjustment between
the Supplj}of,and thé:demand for, labour. Therefore, the problem
which we will consider will deal, not with a pelliative alone,
but with & method by which this maladjustment may be diminishéda
With this in view, the problem of Unemployment Insurance must be
épproached-as a constant inflﬁence upon the whole system of industry
and labour,and not from the standpoint of a temporary relief measure,
| There are, no doubt, economic forces which tend in the long

run to adjust supply and demand in regard to labour as in regard to



all cther_commoditiea, The adjustment. of the supply of labour
to demand is only of the most general ehaiacter, and the demand

is ultimately governed by the supply. The process of adjustment,

rmpreever, 1s not, and can not be, checked in the long run by

deficiency in the demand for the products of leabour, because the
total demand for these products might be regarded as infinite.
Sir Wm. Beveridge comes to the conclusion that Unemployment does
gét represent “geﬁgral failure of adjustment betwéenAgrowtﬁ éf

the supply of lebour and growth of the demand" but that it "does

repreaent specific imperfections of adjustment "#, which are due

chiefly to éhanggslin the industrial structure; fluctuations in
industrisl ectivity;end the excessive labour reserve caused by
lack of centralized organization and impropér coordinstion of

labour and industry.

ECONOMIC. LOSSES OF UNEMPLOYMENT

(1) Loss in Wages to the ‘Workers. This loss causes a great

.contraction of purchasing power, and fear of unemplayment causes

& further contraction.

(2) Loss of markets to merehanta’aﬁé manufaeturérs. The extent
of this loss is shown 1nathe.groas value of production for Caﬁad&,
The figures are:-. S | R
1629 - §6,846,000,000

1930 5,602,000,000
1951 4,158,000,000

L]

(3) Loss from unused fixed capital. This loss is obvious, since

~ so many industries are operating at a small percentage of their

capacity.

(4) Lcsa from restriction of output on the part of workers,indﬁced ‘

#* o :
Unemployment; A Problem of Industry. Page 14.
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by fear of unemployment. This loss results from the tendéhéy of

workers to make work "last"™ by reducing their efficiency and
productiv;ty, 'This loss is offset somewhat by those workers who
have to work harder in order to hold their Jobs,

SOCIAL EFFECTS OF UNEMPLOYMENT

In spite of all provisions for dealing with distress from
unempioyment, many ramilies have been broken up and children
taken from their parents to be placed in institutions and foster
homes, because of ldack of e@ployment of the bread-winner. It has

| become'a_matter'of public concern that numbers of homeless boys
are wandering o§er_the country,_expesed to all the:temptations of
vagrancy and crime. T3971nse¢uriﬁy, atiain, undernourishment and
even hungef o£7chfldreh,;m§ny of whom have not proper clothing,
nes had devastating effects upon them, and mey permenently affect
the character and health of these future citizens of our Dominion,
The reluctance of selfsrespecting, self-supporting citizens to
epply ror{éharity has oﬁ%én caused bitter auffering screened from
the public eye.

In addition to having a pronounced effect on phyéicaizhealth*,
8 prclcngedvperiad of unemployment has often had a detrimental
effect on the mentel health of the victims. Cynicism and loss of
ccnfidance in society and respect for gévefnment,have been growing.
Rioting and demonstrations by the unemployed have appéared in
certain centres; The hopeleasness resulting from months of un-
employment 18 undermining the inttiative, responsibility, self-
feliance and self-respect of the individual unemployed'and their

familles.

*United States Children's Bureau, Bulletin #125.




THE PURPOSE OF THIS THESIS

These conditions cannot be prevented as'long a8 things

remain as they are. There seems to be only one solution to the

problem, and that obviously is steady employment. -Lacking this

solution, ﬁany people believe that unemployment insurance would

be a great help in stabilizing the purchasing power and morale

of the peoplé. On the surface, this idea appears reasocnable.

In e systeﬁ as presently organized, businass cycles are inevitable.
Unemployment caused by the reCurrence'bf these cycles is so in-
separable‘frpm the system as to make it & risk incident of business
and industry,. Why not have goéernment and industry build up
reserves in good &ears bc'meet»this cccurrence? This, it is
claimed, would shift the burden unto the shoulders of those who

should rightly bear it. It_wil;;be our task to review.the question

of Unemployment Insurance and its suitability for Canada.,

B,
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CEAPTER 2.

PAST ATTEMPTS AT THE SOLUTION OF TRE PROBLEM.

FISTORY OF UNEMPLOYMENF

Unemployment is no new thing. Ever since men began to
congregate in large groups, certein among them have had little or

no work, In Attica in 410 B.Cs; tbe State, becoming concerned

~over the large numbers of unemployed, begah a relief aystem which

peid two obols a day (about six eents)_to each needy parSQn;
This principle was bad, however, and because of the 1nereasingiy
heavy outlay required, the State had to cancel the idea,' Thus,
the first recorded system of unemployment relief was a failure,
Rome, too, had its unemployment problems and the Emperors tried
to placate ﬁhe mobs by bread and shows. The unémgloyment in

these times was due to the lack of a labour merket in eitiea,

- there being no large-scale production. The farmer, forced off

the'land,'céuld find no job. The (Greeks and Romans knew the

problem but could not find the aolution. All through the Dark

Qges unemployment was expressed in brigandage, but with tﬁe,riée of

the modern industrial system, unemployment became.a more preasing>
problem. Howevér, with the New World as a safety valve, the
problem did not become overwhelming. In;receht years, however,
the problem has become of major proportions and much thought is

being given to its solution.

LABOUR LEGISIATION IN ENGLAND.

In order to trace the evolution of public responsibility as

regards to the labour force, it might be well to give briefly an

6.
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oﬁtline of English Ilabour Legialation.
The first step taken by the government in England to control
the conditions of labour took place after the economic disiccation
caused by the Black Death in 1348. The Ordinance of Labourers was
formuleted to guarantee a steédy and adequate supply of labour at |
wages prevailing before the Plague. in 1536, in the reign of Henry
The Eighth, an Act was passed making it en obligation of the
Pariahesvto look after their destitute. In 1562, The Statute of
vA&tifieers reaffirmed the Ordinance of Labourers, and its additions
were formed to curb socisl and economic instability by preventing
1ndigencé through compuisoryvempleyment and ap?ranticeship, and by
restrieting the migration.of workers. Its provisions were closély
ralated}te the Elizabethaﬁ.Poqr Law, which provided sustenanée in
return for a certain amount of relief work. This provision was
i{nserted to decreaae the beggary and vagrancy which had become so

prevalent, The Act of Settlement of 1662, was formulated to keep

people inside their own Pariéh, and so glving each Parish only its

own poor to look after. With the consequent immobility of labour,
industry was strangled, until in 1795 the Act was changed so that
only destitute people could be sent baek-to their P’afishes2 Just
previe&éf;e this fimé; Gilbert's Act had improved poor-law admini-
stretion and introduced less narrewland more humane regulat;ons;
In 1785, in the Village of Speenhamlaﬁd,vit-was decided to
supply the deétitute with monetary'aSSIStanca, which was to vary
with the price level. This became known as the Speenhamland Iaw
and it was widely adopted throughout the Kingdom. The principle

brought out,was that every man had & right to a minimum of sub- ‘



"éistence, and if he was unable to earn it, society owed him that

which he lacked. In the early part of the 15th century, the relief
became & crippling burden and in 1832 a Royal Commission made a
survey of the system. A new system was the outcome of the
deliberation,

The New Poor law system of 1834 leid down the cardinal

prineiple that relief should only be given to the able-bodied poor

and their dependants in & wellaregulatad workhouse, under ccnditianau

inferior to those of the humblest 1aboufer outside. Eﬁturally there
was much discontent but the east was reduced tremendgusly. The
develapment of democracy and the growth of a humanitarian feeling:
lessened the harsliness of the system, but thSISystem hags come

through the years with no major changes, although it has often been

. found in&dequate and unjusto

The 014 Age Pension Act, marked a step 1a humenitarien legis~
lation when, in'lgca, it took meny aged people off the Poor-ILaw

Reiiefn. The next great change in labour legislstion took place

in 1912, when an Unemployment Insurance Act was paaseﬁ a3 _an

experiment. The War put aside any thoughtof labour legislation
but in the dislocation after the waer, the Poor Law 8ystem, coupled
with the Unemployment Insurance Act, could not prevent widespread

suffering, and so outdoor relief was given freely. Neville

. Chamberlain tried to bring out a reform in 19256, but nothing was

changed and the Poor law remains a severeburden on the country.
The cost of the Poor law system in 1928~-1929 was about $200,000,000
for England and Wales, and when $270,000,000 is added for Unemploy-

‘ment Insurance, the burden is indeed great.
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HISTORY OF UNEMPLOYMENT INSURANCE

9,

The National Unemployment Insurance scheme of Great Britain
was instituted in 1912, its objective being to provide assistance
during unemployment to contributors insured under the scheme. Prior
to this there was no national systeﬁ of cempulsory insursnce, How-
ever, from the middle of the 19th Gentﬁry, the neeé of insurance
had been recognized and several trade unions and friendly societties
had collected funds'to assist unemployed members, The use of publie
funds for this purpose was first applied in Switzerland in 1895, when

| several townsand canteﬂs eatablished voluntary funds - st. Gall,first

spplied a compulsory system but it lasted'only two years. A more

general and~sue¢éssful system was developed 1n,Ghent in 1800, in

-whiehvthe locgl government supplemented the benefits paild by trade

uniona or voluntary unemplogment funds, to their members. This
schemg'received most suppcgt in Belgiﬁﬁ, Folland and France.

The British scheme of cempulsefy.insurag@e waé fifst-applied.
té a fQthrgdea by way of gxperiment,v Since there wes & éomparatively
small'émount of unemployment from 1912 to 1920, the fundfhad a
balance in 1920 of %lll 000, OOO. An Act'in'lgzo-extended the scheme
to all manual workers earning less than $1,200 a year, with the

exception of farmers, domesntic servants, pensionable teachers and

‘permanent employees of local autherities and publie utility'companiea,

Just at the time when this Act wes coming into force, the great
dspression began, and the number of unemployed 1nereased rapidly.

As a’result, there haa been & continuously heavy drain on the fund,

‘a fact which has necessitated almost & score of Acts, changing the

 system to such an extent as to meake it 8lmost entirely new,

Praétically anyone cver sixteen who shows that he is able and willing
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te-work, can receive benefits indefinitely. This éepartﬁrerfremi
the sctuarial basis has resulted in an enormous debt to the govern-
ment but the latéstpresa.repcrts s8til1ll pronounce the scheme a
success, taking all things into consideration.

At the present time, there are silightly less than fifty

millions of labourers in the world who are covered by Unemployment

Insurance of a governmental nature. Of this number, $0% are
covered by compulsory 1égislatien and the remsinder by valﬁntary
systems. Except for approximately 150,000 workers in Queeﬁslaﬁé,

and a small number in New Zeslend, this body of insuréé persons is

- eonfined to the British Isles and Furope. 1In the United Ststes and

Canada, the only unemployment insurance is that sponsored hy trads
unions and, employers benefit plans, or schemes set up by employers .

and workers jointly. There is, however, & mavemeat in the United

"States énd cenada for ﬂhemplﬁymﬁnt Insurance, and various schemes

have been proposed.

WHAT CANADA HAS DONE ABOUT UNEMPLOYMENT

_Ganaﬂa’srunempleyment problem was not of a serious nature
prior to 1921, Canada had been expanding at such a rate that the

demend for labour had‘glways been nearly equel to the supply. The

“demand began to fall in 1914 but the Great War temporarily railsed

it egain. After the War, the labour market became glutted due to

- 350,000 returned acldlers beeemingfeligibla,fergprsdﬁetiveA;abeuf.,

Large scale relief was found necessary and & total of $7,000.000
was spent in the winter of 1919-1920. The government also spent
over §80,000,000 in placing returned soldiers on farms.

From 1820 to 1930 the Dominion Government was not bothered
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with}unemployment relief, this being left to municipal end pro-
vincial esuthorities and charity, 5ut in 193Q the Dominion Govern~
ment had to pass the Unemployment Relief Act specifying that the
sum of $20,000,000 be expended in assisting & program of publie
works and relief, In 1931, Parlisment énacted the Unemployment
and Farm Relief Act, which was to assist in alleviating distress

in Caneda ~ the bill was re-enacted in 19 “In addit on,the
Relief Act, passed in 1932, provided for direct relief measures

in preference to a public works pregram,_begause of the heavy ;'
expense of the latter. The Act also provided for & back-to-the-.
land movement in which persocns on direet.relisf'ceuld be transferred
to & farm, the government bearing the cost. The Relief Act of 1933
provided & Dominion subsidy of %20,000,000 for relief undertakingg,
and for assistance in defraying the costs of sale and distribution
of natural products. ’

Thusa wé gsee that the work of Unemployment Reliefl has been

under three main headings - (1) Direct; (2) Public Works and

| (3) Backhtofthe~zand movamegte Direct relief is only a temparéry
'meggure which has no redeeming'featurss, except its simplicity and
$t8 abllity to keep people from dying of sﬁarvatian. Public Works
programa are sound theoretically but wesk in practice; those
carried out in Csnada thus far have had a range of inefficiency

~of from five to three hundred percent in comparison with straight

business transactions.*’ The Back=tc—the~1and acheme hes not been

a suycceas due to various factors such as lack of farm;ng experience
of those»aent out, and the lack of agricultural equipment on account
of the eipehée enteiled. It is & much aOunder_inicy to endeavour

to keep the present farmers on the land.

¥ganadien Political Science Assoeiation, 1932.
H. M. Cassidy.

SN
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In the Canadisn syatém of unemployment relief, there Are*
cbvious deficiencies and for this reason there have been many
suggeétions for improvement, among them that of Unempioyment
Insurance. |

In Canade, a few trade unions have unempléyment benefits,
and in 1930, over $360,000 was paid out for unemployment and
travelling benefits, The President and Secretary of tha Trades
snd Labéur ﬁéngress of Caneda both advocate unemployment insuraence
of a ﬁominion—widaicﬁgrécter,__In @uebec, a Social Insurance
Gﬁmmiésicn; after returning from Europe in 1931, advocated the
adcpticn of Hnemple?ment Insurence, but of a different nsture

to that of England. FPremier Bennett seems to be inclined in the

‘same direction as he states that "the Government wilijihtreduaé

an.ﬁneﬁploymenﬁ insurehce Scheme, to which the workers, employers,
the Provinoes end the Dominion will all contribute, before the

term of the present Parliement expires in 1@55."*‘ At least,

serionaAthought is being given to this brench of social legislation.

*ngfenden - The Real Meaning of 3ceia1 Insuranee,

‘Page 33.

NOTE: Since writing the above, the Toronto Daily Star of
February 17, 1934 states that Premier Bennett advises
he will not introduce an Unemployment Insurance scheme
during his term of Govermment, becsuse of the heavy
—"s%‘enzai%aé—&néﬁbeaause_suchua_prﬂgnam,cculd not be

started during a depreasion.



CHAPTER 3

UNEMPLOYMENT 1IN CANADA.

SOURCES OF IRFORMATION CONCERNING UNEMPLOYME NT

1. The census figures are the moat reliable data we have for
finding the gxtent of unemplojment in Canada, but they haﬁe two
great limitations, (a) the figures are only collected decennially;
(b) they deal with only half of the labour force - the wage

earners, The figures, however, are quite accurate as far as they go,

2+ The Dominion Bureau of Statistices receiées reports each month
from most of the larger emﬁloyera of labour throughout Canada, in
all industries except agriculture, fishing, hunting and highly
specialized tusinesses. These reports are arranged into an
employment index which gives a general idea of employment, but

which has severalilimitatidns, such as: (a) it represents only

" the number of people at work; (b) it is not weighted for the sscular

trend; (¢) it doeé not consider the number of days the people are
employed; (d4) it éevérs only about one-fifth of the labour force;
(e) the index number is difficult to adapt to other data.

3¢ The Department of labour receives reports from locsl trade

13,

unions throughout Canada, showing the numbers of mewbers who were .

unemployed during the period under review. These figures are

'arranged in s percéntage of unemployment and this is reédily

adeptable to other data. The main limitétions of thesereporss are,

(a) they cover only organized labour - a small part of the total
labour force:; (b) ﬁhey do not consider the days of unemployment .

suffered by the workers.
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_ 4; The Department of Labour receivés.reports from the sixty-=four
offices of the Employment Service of Canada, showing the number of
applications'for work, the existing vacanéias; and the number of
people placed in positions. These figures are of little value

when estimating unemployment.

~ In estimating unemployment for 1931, the census figures make
our tesk comparatively eaay,but for 1933 tﬁa_mcst adaptable figuréa
are those supplied by the Trade Unionse  On June lst, 1931, the
;percentage of unemployment, according to the census figures for
wage«earners, was 18.6. The Trade Union figure for the same
déte was i655%¢ There is an evident lack of correlation here,
mﬁytﬁﬁfiéjge perhaps to the fact that the wage earning class includes
-a grea#er:proportien of casual labourers, women and'adeiaécents,
among whom the unemployment ratio is higher. However, the degree
of correlation between the cénsus and trade union figurss‘ig
auffieieﬁt to allow us to assume that the Trade Union figures offer

a fairly adequate 1ndication of the trend of unemploymentg
Ex‘mm‘ OF UNEMPmYuEm | | |

From the 1931 Census we find that the unemployment figures are
. given for wage earners only. The greup‘@f'waggwearnera is one of

_three into which the gainfully occupied population is divided in

- the census_ieturn&. The other two are dascribed as empleyers and
workers "on own account™, - The difficulty of defining "employment”
prevents unemployment figures from baing calleeted for the 1atter
two clesses. The wage earning group is the largest of the three,

containing 2,093,211 of the 3,924,533 persons who were‘gainfully,
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employed on that date, andithereforevthe~census figureévgivé us
e fair ides ss to the extent of unemployment.
| | TABIE 1. |
WAGE EARNERS, JUNE lst, 1931

Total Wage Earners 2,564,879
‘Wege Easrners at work 2 095,211
Wage Earners not at work 471,668
“With no job - 392,809
Temporsary lay off 42,4453
‘Illness ' - 25,718
- Accident 4,459
"Striké or lLock-out 3798
~Other reasons 2,277

Reasona not stated 3, 585

Percentag® not &t work is 18.6

Percentage with no Job 156.3

Percentage of time lost by average wage-earner
through lack of employment~ 16,9

- 1f we assume that the ratio of unemployment on the date of the

eenauS'to be the same for all those gainfully employed, we will
find that there were sbout 909,000 uneﬁplayéd in Caneda. This

is, hewever, far in ekessa of the actual figure since emplcyars
and workers "en own acceunt" would doubtless have a 1ewgr ratio

of unemployment, due to the fact that a large percentage Qf these
classes "feel" the depression in reduce& profits rather than sctual
unempioymén.t° Fbr this reaaen, the task of queting a complete

unemp loyment figure for Ganada with any degree of accuracy is

“impossible. T e S e

This thesis, ﬁowever, is coneerned'with the wage earner alone,
since it is only to thiarclass that unémployment insurance 1is
practicable, and therefore the deficiency in data does not prevent
a careful 1nveatigation of the problem,

To find the extent of unemployment in 1933, we must fall back

eﬁ a combination of census and trade union figures,



{ear Population Percentage Wage Earners Trade Union (orrected

TABLE %,
ESTIMATE OF UNEMPLOYMENT AMONG WAGE EARNERS 1931-1933.

16,

Wage Earners

} Incresse assuming Percentage Percentage  Unemployed
over 1931. same increase Unemployed ,
o (4) o
L951 10,376,786 2,664,879 16.8 18,6 471,668
( .
;95? 10 506,800) 1.3 2,598,222 22.0 25,8 618,377
(3) . 4
gQSS 10,658,068J 2.47 2,628,231 3.5 26.1 659,686
NOTES |
. N N
i (1) Estimste by the Dominion Bureau of Statistics,
(2) Estimsted as follows: From the estimetes by the Dominion
pureau of Statisties, the percentage lncreass of population
of 1930 over 1920 was 1,7; of 1931 over 1930, l.6; of 1932
over 1931, 1.3; and assuming the rate of increase to be
slightly lcwer, 1:2 for 1933 over 1932, the abeve fignra is
obtained.
(3) For the first eight months of 1833. This percentage is

(4)

probably slightly less than the yearly aversge. The average
of the first eight months of 1932 is .4% lower, and the first
eight months of 1931 is 1% lower than the yearly aversge.

The Trade Union percentage of unemplcyment is 1.8% lower than
the census percentage of unemployment for wage earners,
Assuming the same difference for 1932 and 1933, we find the
corrected percentage.

Eram Table 2 an alsrming increase of unemployment anong wage

earners is noticeable. 1In 193@ oné man in four in this clasg is

f““::T;ﬁﬁeﬁﬁiéyﬂéyw39%92@195 %0 the estimate. .

in excess of the aatual amount is borne out by the estimate cf

three Toronto Economists, who placed the unemployment figure for

1932 at 776,000%

for that year.

--That_this figure. 1sﬁnatwf?fb,f

in comparison with the above sstimate of 618,000

Prom Graphs 1 and 2, it is noticeable that there is a constant

ungﬁplgym@nt_amang trade unionists that even the hectic "boom" could

*pusiness Week, June 22, 1938, Page 25,



1%,

not suppress. The monthly minimum was 4.5 per cent. The most

" noticeable feature on the graphs is the increase of unemployment
beginning in 1928 and continuing well into 1933, These graphs

give a generél idea of Canada's problem of unemployment.

THE CHARACTER OF UNEMPLOYMENT IN CANADA

Canada's constant problem of unemployment centres around her
seasonality. It has been calculated thet there is a seasonal
variation of employment of approximately 14%, averaging all
industries. Obviously this seasonality is more praneﬁneed in some
industries than in others. The Fibre and Textile Industry has,

" for example, a fluctuation in 1932 of from 9.1% unemployment in
Pebruary to 48.4% in December, whereas the Printing and Publishing
Industry varies from 11% in January to 15.4% in Begember*Q ~ The
extent to which an industry flugtuates iﬁ employment depends on
(i) climatic influences and (2)'demand.

"~ Climatic changes inVCanada are very pronounced, causiﬁg a
large number of seasonal industries, that is, 1ndustrieg}which have
s peak production in one season and little or no production in |
another. This is caused either by the fluctuation in supply, as

- in the cgnning_industry, or by climatic limitation, as in wheat
growing, i

Fiuctuations in demand are likewise 8 very conaiderable
factor in seasonal employment. Custom has taken a very stroné

hold on the consuming world, and as & result, the tendency to buy
clothes in April and Christmes presents in December has had
cénsideraﬁle influence on industry.

While seasonality undoubtedly has a great influence upon

¥ labour Gazette Figures.
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unemployment in Canada, it is the cyclical fluctuations which do

the real havoc. Canadians realize that their country is subject to
severe séasOnal fluctuations and thus, to & certain extent, prepare
for: them, However, depression steals upon the country unawsres and
many peqple, who find it all they can do to prepare for the seasonal
troughs, are soon bereft of all resources in the advent. of a de-
pression. When technological unemployment is added to seasonal

and cyelical unemployment, a problem of major proportions arises,
and the country feels that something constructive must be done.

Té this end, Enemployment ingurancs has been proposed, not as a

panscéa, but as one step in a constructive plan,



CHAPTER 4
UNEMPLOYMENT INSURANCE FOR CANADA?

TYPES OF UNEMPLOYMENT INSURANCE

(A) Voluntary It was in British trade unions that unemployment

‘insurance was first practiced. The unions realized the need for

such a plan, and after many years of experimenting finally got it
on 8 working basia. They found that a purely voluntary scheme was

impossible, because it was only the bad risks who would become 15-

~sured. Therefore, all members of the union were compelled to'

centribqtep and the plan haed a fair degree of success,

The adventages of thls type of insurance are as follows =

| A(l) It is easily administered; (2) The funds usually cover similar

risks in certain trades, so that each fund can be made to bear the
burdens arising from the high or low rate of unemployment of that
trade; (3) Malingering is reduced to a minimum by reason of the

close contacts with fellow-workmen similarly insured in the same

unione

 The disadvantages are as follows - (1) Only the highly |
organized trades aﬁe covére&, and thus the portion of workmen
covered is small; (2) The facilities for the placement of the un-
employed are limited; (3) The financial condition of such funds
1§ eften unsatisfactorys (4)-The funds are sometimes used for
cther;éontingencies; such .a8 strikes, Canadian unionsAhave done

little in past yeafs to adopt measures such as these,

' (B) Insurance by Voluntary Systems alded by State Subsidy. Nine

European countries have such schemes in operation. Many of the

schemes have been developed from the original Ghent system and thus

19.



cover only members of the trade umions. In Belgium, The Netherlands,
Czechoslovakia and Denmark the schemes are fairly comprehensive.

The advantages and disadvantages of this type are similar to

- type (A) except that the fund is put in a much stronger position

by the State subsidies and supervision. It is notable that in those
countries which have developed thls system, there is no demand for
compulsory state unemployment insurance, and that the question has

not attained the magnitude of a political issue.

(¢) Inéurancé by Industry. In Great Britain there were fourteen
such plans in operation in 1950. Their benefits are supplementary
to those of the National plan and are perferming a valuable service
to the employeea in the industries so covered,

It is this type which has been thg most pépﬁlgﬁ in United
Staﬁésg_ The various plans which have beaﬁ adegiad there are as
follows: | o | ‘ (

ls Trade ﬁnidn:Plaga, - The first 6f such plana?was that of a
New York Printers' Local, which began Qccﬁmulating a reserve for
uﬂempldymentubenefits.in 1851, At present there ;re about 46,000
workers covered by this plan, chiefly in the printing trade,

2, anweontr;butory Emglgyer'Plaps. These plans are of two
types - (a) those which guarantee a minimum amount of émpleyment
and (b) those which pay benefits for loss of works These plans,
in adﬁing ﬁhé.costs‘involved to that of production, have not been

handicapped in their markets, in competition with companies with-

out such plans. In the Proctor & Gamble Plen, the employee is

guaranteed forty-eight weeks work, on his purchase of stock of that

Gompany to the extent of one year's wages. The plan of the Fond &u
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Lactcompanies is the first attempt to provide for the‘mévement of
employees from one company to another, 66% of wages being paysble
ror'uneﬁploymént,laSting not more then one hundred days if no vacéney
is availéble."Tha Rochester plan of 1830 covered sbout 26,000
employees in fourteen large industries - since then fivesotheri
large companieé have Jjoined and several more are expected to do 80 -
benefits are 60% of pay with a maximum of '8222,‘50 for s period of not
more than thirteen weeks, ‘The Fond du lLac and Rochester plans
exemplify an interesting experiment in community coeoperation,

S Contributory Employer‘Plans. The Genéral Electric Plan of
1930 is the largest company plan in existence, covering about 35, 000

workmenq Participation is voluntary and the employaes contribute

| 1% of their earnings as long as wages do not fall more then 50%

below normalo The Compeny ﬁantributes an amount equal to the
employees' contributions. Benefits are payable after a two week
waiting period to the extent of 50% of average earnings, bﬁt not
exceading £20.00 weekly, fof not more than ten weeks annuallye

4. Joint Trade Union Employer Plans. Plans of this type covered
about 66,000 woikers in 1932, the most 1mpoftant being that of the

Men's Clothing Industry in 8h1cégo, firat esteblished in 1923g” The
rates of contributions and benefits vary with each plan, but
takingkthe Chicago Plan, for example, we find the employees con-
tributing 14% of their payroll and the employers double that
smount - the benéfita are 30% of average earnings up to $15.00
weekly for not more then 3§ weeks each sesslon,

The main arguments for Insurance by Industry are as follows:

1, The wids varietions in the rates of unempleyment in different

industries often make it advantageous for the individual employer

to determine and control the risk in his own‘plant,'
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2. This type exerts a stabilizing effect on employmenﬁ; as each
employer tries to plan his production in such a way as to minimize
- the unemployment benefits = this comes very near to the roots of
our whole problem.

3. This type is free from political manoevering.

4. In Canads, Inéurance by Industry would be more easily
established than any other scheme on sccount of the size of the
eéuntry,rthe climate, the localization of industry, the large agrie-
cultural population, and the small proportion of unionizedgwage4

6arners,

~ Arguments againet this type of Insurence are as follows:

l; Probably only those 1ﬁdustries with low retes of unemploy-
ment would enter, and the worst part of the canker would be un-
touched,

2., It violates one of the cérdinal'principles of insurance, the
spreading of the risk, _

%, Nobility of labour is harmed and tranéfere of workeras from
one industry to another are difficult to handle,

4, It places the burden on the individusl industry, but for
most industries this burden is aimcst negligible, since thefamall
pebcentage of_the'payroll involved, when spﬁead ever'ail the units
of prpdﬁction, makes no noticéable increase of cost,

6., There is no help given by the Goverament,

(D) Insurance by Company. This type is similar to thet of Industry

but on a smaller scale,

(E) The Wisconsin Plan. This plan was formulated by Professor

Commong of Wisconsin University and has been called the "Huber Bill"

and &lso the "Commons™ and ™Americen" plen. This type, as Professor
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Commons states, "abandons the idea that the State can operate the
system successfully or that the trade unions can operate it - the

modern business man is the only person who is in the strategic

| ﬁéaitiahméﬁdmhéé'fhé7ﬁanageiiéi abilityreapébleref prevéntihg uné

emplgymentQ' The system avoids what might be called the socialistic
and_paterﬁalistie achemes of Europe. It induces the business man
to make e prafit'or»avcid a loss by efficient labour mensgement'.¥
The scheme thus offers an incentive to_stabilized emplbymentg

The Wisconsin Unemployment Reserves and Compensation Act was
passed ih January 1932, and is a pioneer in its field. In accordahce

with its aims, it requires contributions from employers alone, the

. amount reéuired being séual to 2% of the. payroll. Each buéinesa unit

mist oreate a reserve fund for unemplbymento Thse stgadier the em-

'plcyméntﬁprovided,Athe less the company will have to pay, because

the ceg@fibutiona cease when a reserve of §b56.,00 per worker is reached.
8o thet an uﬁdue straig will not be placéd upoh industries in these
times, the contributions are not to start until July lst, 1934 or
such & timé 88 an improvement in business conditions is obvious,
The main sdvantages of this plan are: |

1, The incjidence of ﬁhemployment falls upon those who theoretically
bahéuld bear 1t, the cost being considered as part'cf:the egggs,gf .
production, |

2, It stresses the prevention rather than the relief of unemployménts

S, It is ccmpulsory to &ll employers in the legislatime unit.

4, It treats unemployment as & business cost..

The principel disadventages are as follows:

l. It ~tends to reatrict the number of workers ' employed, in that

* Wolfenden, Page 133.



the employer tries to-get & super-efficiency from each member of his
‘ staff, thus overworking them.

2, It must be linked up with some legislation concerning feir
working hours and wages to be éffectivee

3, It places a heavy burden on seasonal industries and would
thus have to be modified for Canedian use,

4, Unempimeent 13, broadly speaking, not caused by the émployer
but by the country, the world and our very economic institutions.
it is unfair then to place the whole burden of unemployment on the

‘Qhoulders of the employer,

. {F) Insurance by Savings, Several suggestions have been made

recently regarding fhe witﬁbelding of a certain percentage of~ﬁages
from the employee and accumulating it for his subsequent benefit.,
The employer who has charge of the accumulation alsd makes a cone
tributieno The plan is thus not one of insuranea at all but gimply
an employersaided savings aecounta It is of use for seasonal

fluctuations in employment alone.

(G) The Swope Pl&h, This plan was farmuléted'by Mr, Gerald Swope,

the Président of the General Electric Company. It plans = (1) to
stabilize industry in the United States by forming trade associat-
iong which will be under Federal supervision, and (2) to protect
workers against disability, old age, and unemploymeﬁt:by the |
adoption of Workmén's Compensation Acts. His plan of unempléyment
insurance . is a joint céntributory scheme in which the employer and
employee partieipate. His plan is of interest in that ii”admits the

futilihy'of an Unemployment Insurance scheme working alone to stebi-
lize employment and alleviate distress.



(8) Thé ﬁaﬁionél 6§h§uiso§y 3ystémei in England Qé haQé'Eheicléasﬁc
example of this type of Unemployment Insurence. This plan has been
a pienéer in the field and naturally has been the cause of much
diSéﬁssioﬁ.' It is difficﬁlt'ta'criticize & scheme sucH as this be~- - —
cause of the lack of knowledge of what might have happengd if it had
not been in force. There are, however, sevéral points of criticism:

1. The Plan has aimed at relief rather than prevention. It 1s
cleimed that the Engliéh have taken the somewhat fatalgstiéiéétgégd;
that unamplgymeht is & part of the economic system, which is regrettable
but unpreventable. Thelr plan of Insurance, however, has a highlya
developed system of labcur Exchanges, which see to it that any ’
available jobs are filled promptly. The plan is also said to main-
tain the purchasing power of the people, but In reality it dces little
more than diversify such purchasing power « a laudeble act, at eny
ratepr fhe plen puts no stress on regulsrization of employment,
that ié, an employer does not receive any reward for keeping men
emplqyedg In fect, the less men he has-on his payroll, the smaller
his share of contributions, and if he can hire a man for a short time
and then fireAhim, he has no further résponsibility toward him. .In
other words, the coﬁntry supﬁorts thellabour reserﬁe, instead of
industry.

2, The English Plan is said to have demoralized the 1abourér§,;n
that they expect the country to elther get them s job, or, if it
cannot, to support them. This is undcubtediy true to 8 certain
exten%; but with the prolonged period of unemployment suffered by
England, tﬁis can only be eXpeepéd; The plan has not demoralized

the workers to such an extent that they do not want to work, according




to Lord Blanesburgh and 8ir Wm. Beveridge. The labour Exchanges
report that men are only too glad to obtain a pcsitien of any kind

as long as it is suiteble to their aptitudes, and what is more, they

" hold it with grim British tenacity, even sgeinst odds.

3. The plan has undoubtedly tended to stop the mobility of labour.

If'a'mag can obtain a subsistence in his home town, it is more age

- geptable than & somewhat better ;iéingwgggngwgﬁzsnggrga,WﬁgyegtbélgggjwWﬁ

there has been no difficulty in finding adequete labour for en under-
taking in any part of Ehgl&nd,’and.until there is a scarcity of
lsbour in one seééion end an over supply in another, there is little
cause fcr worry slong this linqg

| v4b 1t isvcommonly supposea thét the English Unemployment In-
surance plan is a "dole" - in fact, it is even called bj that name.
Virtuelly, the plan is not & dole. It f£irst received the misﬁnemmér
in 19189 when the Out-of-¥ork Donaiibna were given out to the extent
of %500;000;000: This money d4id not come from the Insurance Fund,
but dire;tly from the Exchequer but was paid through the Funde
Continual confusion between poor relief'aﬁd Insurance Benefita have
resulted in the name "dole" being applied to the Insurance plan,

5. The plan>haa not been a finsncial succes but it must be noted

thaﬁs 1f post-war unemployment had gone-down to the pre-wsr level,

the ‘scheme would undoubtedly have kepﬁ "out of the red", As it waa;

the scheme probably wQuldihave survived but for the political tamper-
ing which, in introducing such.c&auaéa as thogedéaling with extended

benefits agd-transiticnal_payments, removed some of the cardinsl

‘principles of the plan. fThe Irish Free State took over its plan from

fhe British administration in 1922, and by the striet cbservance of



the original principles, have greatly reduced the debt with which it -

wag burdened &t that time, and in 1931 - 1932 the

tributions was $4,690,000 as against expenditures

income from con-

of §$2,566,000 for

benefits. The Italian plan covering 4,260,000 workers has like=
wise been a success, having s surplus accumulation of $48,000,000 at

the end of 1930, (each year since 1921 there has been a surplus).

o 757, In eany National scheme,. the government must always be respons- 77

large debt to the government, as in England.

ible for the success of the scheme. This is liable to inwolve a

7. The cost of the Social Legislation is saild to handicep pro-
ducers in foreign competition, but according to the Report of the
palfour Committee on Industry and Trade of 1929, the total cost of

the Sociel Services in England amountedto less than 1% éf'the value

of the gross cuﬁput of English Industry.

8. The Administrative machinery that must be built up for a State

Plen is extensive and sometimes absorbs as much as 30% of the income,

a8 in the Irish Free State schems in 1928 - 19350,

The average cost

of sdministration is, however, from 5 to 10% of 4income.

®, There is considerable justiee'in the claim that the burden of

Unemployment Insurance is distributed unfairly. That the steady

workers pay to keep their less fortunate neighbours in idleness is

undoubtedly true, but_if they 4did not contribute to an insurance

fund they would pay a simllar amount in taxation. As in all Insurance

Plans, the contributions from empleyers bear no relation to profits,
income and ability to pay, and therefore hit hardest those businesses

which employ most manual labour in their production. There would be,

however, great difficulty in the administration o

f sny scheme where
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profits and ability to pay were considered.

In synopais, the British Plan of Unemployment Insurance has madav
& valiant struggle against such overwhelming odds as sbnormal une
Employmént, increaaihg pressure from the. Labour Party and constant
deviations from the actuerial basis, The pressnsé of these con-
ditions sqrely do not prove tha advisability of 8 naticnal scheme.

At preaent it seems as if the English will prcfit by their mistakes

and meake the ascheme & reasonable success, because a revision of the

Plan 1is in progress, in which the Insurence and the Relief aspscts

will be entirely separated.

{I) The State or Provincial Compulsory System of Unemployment Insurance.
The @gueensland plan of Unemployment Insurance 15 a comprehensive ”
scheme adcpted by the State of Queensland in Austrglia in 1922, The
plen was drafted from the Brltish plan,'but it has adhersd to the
Q?iginal insurance principles and has thus kept in & fair position
fiﬁanéiallyg ¥When a workman, covered by the Insurance, exhausts
his right to benefits, he falls back on the reliéf work and does not
purden the Insurance Fund. The plan was drafted careéully from the
most accurate iabour statlstics'availablé, but the contribution rate
was doubled in the period from 1922 to 1928 to keep financially sound,
However, the plan is declared to be a succass_in the report for 1932,
since the debt to the government has been #e&uced from $315,000 in
1929 to %6;000 in 1932, and a favourable balance is expected for 1933,
as in the past four. years. ' '
The reason fdr this improvement of conditions is more under-

standable when the system is carefully examined. The rates of benefits



have been reduced as well as their duration. A worker must work at
lesst 26 weeks in the year to be eligible for the maximum 13 weeks

benefits., If the employee has worked less than 26 weeks, his maxi-

29,

) ’;;;gxrgi ,100 during the preceding twelve months will not be eligi

mum beneflits are 1 week for every 2 in which he worked. There is
also a waiting period.bf two weeksa after unemployment commences; The

Act has slso been amended to provide that a worker who has earned

for benefits,

The Insurance plan has sutomatically eliminated the marginal
lsbourer from the plan, leaving anly the better class and more
fortunate wdrkman in its coverage. The less fortunates are shunted
into the relief work project. This 1s shown to be true in all
straight Insurance Plans. The 19328 Report states, "Something other
than.Insurance is needed to alleviate suffering in périods of ab-
norme.l unemployment. Insur%nee,:howévér, sustains a man while he
looks for a suitable job, it tides over a seasonal worker, hélps to
keep the‘skilled from falling'into the ranks of the ﬁnskilled and
assists in keeping peéple off relief",

Several points stand out in ﬁhe experience of the Queensland
Plan: | | | ‘
| 1. Inereasing~unempleymant,mostly due to business énd wbrld

gconditions.

2: Increasing contribution rate - this was caused by the increase

of Unemployment.
5. Decreasing expenditures, due to decreased rates and periods
and decreasing eligibility. |

4. The only possibility of making such a-plﬁn successful is by
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making it flexible and adaptable to changling conditions.

5. Covers workers only when work is steady.

6. The Insurance system must be baéked by an efficient Relief
system - the Relief plan had four times the expenditure of the
Insurance plan in 1932,

7. The scheme is largely & subsidy to the seasonal worker.

andamentals of an Unempleyment Insuranca Plan for Ganada

In considering the adviaability of introducing any Unemployment
Inaurance'Plan into Cansdian Legislature there are certain guestions
that should be asked of it, such as:

(1) Could it be actuarially sound? There 1is no Unemployment

fnsurance scheme that is sctuarially scund_for the simple reason -

that unemployment cannot be predicted. All that can be done to give
e plan a sound basis i8 to take the average of the past years = how

m&ny, 1t 418 difficult to ssy - and add s surplus for safety, bscause

in all schemes developed so far the benefits have been greater than

~ expected. 4 plan must be flexible and sensitive to changing con-

ditions to overcome this handicap.
(2) Could it be free from shirkers? There is no scheme of Un-
empléyment'lnsuran&e that can be absolutely free from shirkers. The

only effective means of freeing any relief system from shirkers is

30&‘

the work test. lacking this, an Unemployment Insurance SGheme can only

see to it that any applicant refusing a position net detrimentél to
his skill or career, be struck off the benefit list. 'By.baVing an
annual limit to benefits receivsble or by besing benefits upon con=-

tribﬁtiens, the problem 1is minimized.

(3) Would it stop the mobility of labour? An Hnémployment Inéurance

scheme does tend to stop mobility of labour if benefits are large
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enough for comfortable sustenance. That is, a man in a seasonal
 trade will not pravel far to obtain an off-season job if his benefits
allow him a camfortable living, To stop this, the benefits musat

be just enough for bare subsistence for a& few wéeks - just enough to
help & semsonal worker to "tide over" between jobs.

(4) Could it give adequate maintensnce? s staeted above;, the Un-

employment Insurance must give only a bare subsistence for a limited
period. An Unemployment Insurance scheme is not sufficlent in itself
to alleviate distress from unemployment, but must bs coupled Qith an
efficient_?ublic Reldef systaﬁ to take up the job where the Insurance
leaves off. This relief aystem sheuld, héw&ver, bevkept éntirely
separate from the Insurance scheme, so as not to give it a "hlaclk eyeﬂ’
82 in England, | ’

- (&) Could it give adequate coversge? No one Insurance scheme eeuld
cover all Canadien workmen, spread as they are over wuch s vast
¢ountry m.a-eouﬁtry in which climatic influences have such a great
effect on Industry. .Ec scheme has yet been developed to cover
.affaetively 8ll agricultural labourers. Germany and Italy havs:
attempted to cover a part of the agricultural lebour forece, but the
difficult administrative work renders ihe scheme epeﬁ to much abuse.
The geaaonglity of certain Canadian Ih@uatriea élaa prohibits & com-
‘prehensive Insurance plen.

(6) Would it tend to regul&:ize émpleymant? It tends to regularize
employment in that it (supposedly) collects & surplus in good yeérs
and distributes it in bad years - likewise in the seasons. This brings
ébOut & stesdier purchasing power. 1In plans, such es that in Wisconsin,
the employer is induced to prévida régular employment by a reduction

in contributions when & eartéin reserve has been reached. Ehis will




undoubtedly have é favourable effect,,éince employers heve more power
for regularization than any other égency.,

(7) Would it be fair to Labour, Industry and to the Siateé There
is no one plan of Unamployment Insurance whiqhiia'fair te.all thres,
No matter who pays for the_Insurance, 1njustic§ is alwa&s claimed.
From the viewpoint of Iabour, Industry and the State should pay,
beeaﬁse it is they who control employment. From the viewpoint of
Industry, Lebour should pay, because 1t receives the benefit, and

the State should pay because Unemployment Insurance keeps the people

off relief to a certain extent. The Sﬁgte, worrying over a balanced

budget, wants to leave it to Industry and labour. The 1051@&1 wey

it seems, is to have all three contribute. The fund will be built

up in & shorter time with less strain on each party, and esch will
" benefit, ~ Labour in benefits, Industry in a satisfied personnel and

susteined purchasing power, and the State 1in decreaaed'reliéf payments,

(8) Would it be better than the present system? A carvefully
planned Unemployment Insurance scheme wouid theoretically give a
greater degree of justice to lLabour. Any system of Insurance or
reserves, on which & workman can justiy draw vhen he becemes-ﬁn«l
Qmplgyed, is less harmful to the morale than_the aéling out of
charity in the form of relief tickets. In addition, it does not
p&nalize thé'thrifty people to as great an extent as thé relief
system now does - & person, who has leboriously saved for a period
of years,‘finds everything swept away, except his pride, after a
short perilod of unemployment, whereas & person who spént his earn-
ings as he got them, goes on relief wheﬁ he become§ unemployed'énd
is reallyfarthar ashead than tha‘fifst type; Since the thrifty type

of,penple,are‘theaemost desirable t¢ Canada, they should receive some

32,



consideration, The best way of encouraging thrift is by some systﬁm
of reaserves which weuld help to tide the family over difficult pericds,;.
keeping the savings intact, »

(9) Would 1its cost be reasonable?r The-avérage moﬁthly rate of ﬁhé
employment among wage earners in Genada from 1921 to 1955'15 approxi=-
-matel# 11%; The aversage number of wage esrners covered by such s
gcheme during this perlod would precbably be about 2,009;000.. This
 ﬁeapa that an average of 220,000 wage esrners would have been eligibie7r
- fg§ unemployment relief during that péri@d.. The pereeﬁtsge‘that B
~ would have been eligible for an Unemployment Insurance Eenefit isrnot

ascertainable, but would probably have been about 200,000 on the

average. If the benefit was élqseo weekly after & two week walting

period, the cost would have been $100,000,000 a year or §1,200,000,000
for twelve yearéf% Even with this cost divided in thirds betwsan:the.

eévgrnmént, Industry and Labour, the burden would be éevere, esﬁeﬁiallyﬁ
_ wheﬁ,éir@ct relief costs are aadgd to that. Whether or not the

country ié already bearing that cost indirectly, as has been claimed,

is diffieult to answsfe on the surface, however, it would seem that

| the cost of such a scheme 1s too great for the good obtained.
i L . -

{A Propoasal of an Hnsmploymant Reserve Plan.

Type = Individual Establishwent.
Coverage «_Allhamplayers employing five or more persons for four or
more months in the preceding calender year.

Excepting farm labourersa, domestie‘aervants, public em=~
ployees, anyone unable or unwilling to work full time, and those

earning over 2,000 annuallys.
This Plan covers about 80%Z of the wage«earning clasa.'

¥ 1n reality, the cost would be feduced because of the numerous tempor=
ary lay-offs, each of which would subtract & waiting periocd.



contribﬁtions'- lLabour - 2% of Wages of those covered
T , Employer- 2% of Payroll of those covered
State - 1% of Payroll of those covered
 The Employers'rates are halved when s reserve of $75.00 per

Employee is reached.

Benefits per week = Malés - Single - §6.00
, Married - §9.00 and $1,00 per Child
Meximum Benefit §12.00

Females - &6906

Eligibility for Benefits

Two Weeks
Four Weeks
Eight Weeks
Tan Weeks
Fifteen Weeks

Three Months' Service
5ix Months! Service
One Year's Service
Two Yeard' Service
Five Years' Service

§ 0t & 2 b

Administratian - Bach Establishment administers its own fund with

Government supervision. Costs to be borne by the Establishment and

Government respectively,

lLoss of Ellgibility for benefits may occur if the employee, through

misconduct or insubordinetion, is laid off. Benefits will not be
paid for time lost through 1llness or acecident.
Transfer of the right to benefits is provided for when & person

chenges employe€rs,

k survey of the Proposed Plan

b

The Plan, outlined abeve,.ias been formulsted by combining some
of the hest features of the vaerious Unemployment Insurance and Un-
employment Reserve schemes throughout the World, in order to find e
system with the maximum suitablility for Caneda.

" The income in this plan would come from lLabour, Industry and
the State. Iabour would contribute 2% of its vwages - this would not
be & burden to the workmen - and'would eonsidﬁr the ability to égy;

that is, & werkman earning %15,00 a week would not pay the séme con~

bz‘é's‘-:'



tribution as chekeérning twice the amonnt, as in the English scheme.
Industry would pay 2% of the payroll of thosecovered by the plan,

This would not be & burden to Industry and would be included in the
costs of prsdueticﬂa The incresse in cost of production would not

put ths Industry at & noticable disadvah?age with foreign competitors,
because & 24 tax amounts only to one-half of 1% incresse in the cost
of the product, on the‘agerage, aéeeréing to ﬁaltar A. Morton who has
maaé 8 atudy of the preblam.'k Thé share the State 1is called.upen to
bear is 14 of the wages of those covered. This would not be an
averwhelming burdan, although the State could 1ll-afford to 1nereass
its expenditures in these days of Str3330 Theé sum regquired wculd

be little felt, however, in better times. The cost to the Geverné

" ment for 1931 would probably have been about §16,000 000, (12 of

the wages of 80% of the wage earners).

When the reserve per wcrker reaches §75.00 the'centributionA

rate would be halved for Industry, thus giving a profitvineentive

to the regularization of employment.

The benefits to the unemployed would be arranged so that 8
bere subsistence wage would be paid. It has been claimed that s
benefit scheme, which dégé not consider the rate of contributions,
borders on relief. This is true, but to get a fair degree of justice
for ILabour, the needs of ihe wage earner must receive some consider-
etion. The smount of the benefits must be kept as low as possible
tc preserve the liquidity of the fund, and to check mglingering.
The Ohio Plan of Unemployment Insurance offers benefifs of 50% of
average earnings with & mazimum of $15.00, but this payment is in-
sufficient to those on the lower wage scales.

The weiting period for the benefits is one week. This length
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of time mekes sllowance for short ley-offs, yet does not place too
great & strain on the labeurer‘aé does & longer waiting period. A
wage earner who earns only enough for a bare existence, is unable to
save enough to “tidg over“'a'periaﬁ of unemployment longer than two
weeks, that 1s, one week of waiting period and then one week, or at
least 8 few days, until the.gaekly benefit is received.

The maximum number of benefits receivable by the employee, it
will be noticed, depends on the length of service w1tﬁ the Indusiry.
This is necessary from &an éctu&ri&l viewpoint. ‘Phe idea of a
maximum benefit each year is slso inserted, so that the fuhd will not
be burdened unduly with men whom ﬁhe industry cannot reabsorb. If
& man kﬁaws thgt the éerigd of benefits ia atrictly limited, he will.
endeavour to find.ahgthér Job with greater zeal. The whole idea of
this plan is not that it shall be sufficient in itself to cope with
the relief of unemployment, but that is shall merely sct as s :
,raeerve'te»do the follewiag: (1) To enable the wage earner to "tide
over" during seasgn&l unemploymenﬁ (the average number of weeks
loast by wagé esrners for the census yeér of 1931 was under nine);
(2) Ta;enéble the wage earner to éagrch for another position;

(é) To preserve the hard-won asavings account; (4) To act as a
dismissal wage which'ﬁill be peid in instsllments,

The:aémiﬁistratien would be a simple task. BEach Industry would

| deduct the contributions from the payrcll, add an equal amount of

its own and request the State to add its share to the account. The
account could be deposited in & Chartered Bank. The (Government would
nave to form & small department to supervise the plan, but the cost

entailed would be insignificant.

The coverage of the plan is not complete. Of the 2,565,000 wage

géigerg in canaéa in 1931, 199,000 farm labourers would have been
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exsluded as well as 68,000 persons engaged in peraonal service,
11€;000 in publlc servige and an indafinite nnmber in small
,establiehments emeloying less th&n five persons (BQ,QOD aut of
Asso,ooo in the mnnufaeturing group ), and an indefiaite numberof
employsaé earning over §2,000 annually. Thus 408,000 wage-éarnera
‘would definitely be left without coverage, and also an indefinite
.ﬁumber. it would probably be safe teAsay'that ehly 80% of the
wage earning group weulé be covered. However, the difficuity‘ef
administraticn preventa farm lahbourers, domestic servants end em-
ployess of establishments of‘less than five persons, from entering
the'plan, and the steady employment and ralati#ely high wages of
publie employses mekes such a'plan uanécessary to them. Eheée
earning over $2,000 snnually should be able to save enough them-
selves to render the plan unnecessary to them. Although the plan
is by na,mggns complete in its coversge, 1t neverthelsss would fefm
é useful reserve for the large éereentage of wage earneré, and those
outside of the plan should be urged to form voluntary &gvings agcounts
for the advent of nnemﬁleyment. | |

The Plan outlined above, is piainly not an Unemployment In-
suranee»aeheme but simply a éethad of accumulating reserves to heiL
alleviate distress due to unemployment. Any Insurance plan pre-
supposes: (1) A sound actuasrial basis. This is impossible for an
Unemplayment Insuranee‘plan; (2) PFPinsnclal backing- this frequently
inveolvea a large debt to the Government, &s in the English Plan;
(3) The possibllity of efficient adminlstration. In an expeansive
country such &g Canada, the administrative diffieultiéa and expense

would be very great for an unqualified Insurance plan as that in
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England; (4)OA reason§ble ratelof cantribution. Due to thé-gxtreme
seaéenality of many tra&es in Csnada, the rates of eantributibna
naeeséary to put the plsn on & sound basis would bé exorbitant.
Seasonality alone would make high rates of contributions and when
the depréasian rates are added, a cemprehanaiﬁe'ééhemefbeeémas _
impossible. _ |
A,fsserve plan, it is argued can do little good in a'seasonal
Industry. This is undoubtedly true to a certain extent. The
reserve thaﬁ can be bullt up in the scheme outlined amounts aﬁiy
ﬁc-twe weeks pay for nine montha work, but this st least provides
some much~needed help to the werker - the reserve smounts to a
bonus or dismissal wage = an improvement over the prenent system.
1t has been urgéé that an Insursnce plsn with differential premiums
might be adepted to seasonal Industries, but the premiums would be
| exorhlitant if it was o be put on a sound bésis in Canada, and
' would gréatly hérm the prasant'mcbility of‘labaur. |
in & plan suoh es the one proposed, it 1s objected thet there
18 little apresding af'tﬁe risk. This is true but in a country suén
- a8 Canada, the s?reading ef'the risk in a nation-wide plen would be
anaound because the ﬁigh rate of geasonality #auld burden &ll trades
to beneflt the most seasonal. |
Another objection to the plan is that thosepeying most contri-
bufions are most likely to receive no benefitée Thet is, a man
reﬁeiving_§teady work for a long periQdAwill find that his contii=
butions are going to wcrkers,whose wofk is not éteaaye In this

respect, the reserve 1is really a tax on the steady worker to help

- “his less fortunate fellow workman.

”xn¥a plan such as this, the employer might raise the atandaxawof«
“Wéffiéiéﬁéi*éﬁa”iﬁﬁé’ﬁéké”ﬁhé”éﬁﬁléyéé%;”iﬁ”%651{€§;'ﬁaiffﬁé"ﬁﬁéié””ﬁ*””
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contribution., However, most employers have their plants at
max imam efficiency at‘theAprQSent timé,‘and an increase would be

virtually impossible. The Geﬁernment supervisors would have to

be particularly watchful for this type of abuse, Similarly it has

been argusa that the employer will introduce machinéry to save pay-

ing his "Unemployment Tax", but he introduces machinery now as fast

" a8 his ﬁlant can absorb it. It must be admitted, however, that the

" more manual labour an Industry useé, the gréater wiil be its Un-

employment Contribution.

The plan would not be burdened with shirkers because if & man

‘wWes delibergtely ineffliclent at his position, he would soon lose
"4t and the benefits depend on the length of service with that

Compeny. In this reagaetg'the plan does not cover the marginel or
casual 1aheurer, or the labourer who is always ehanging positions,
The plan mnst have a transfer of eentributiens clause 1if it

is to keep up the mpbility of labour, because a men will tend to

keep his position in a place even though he 1s not suited to it,

beeauae it he mévsa, he loses his righta to b&nefit, Thus, 1t is

necessary that if, after A ressonable length of gervice, the employee

desires to change his position,he should have the right of transfere_'

ing'tba_amount of his own, plus the Staté‘a, contributions, less

the_amoap&.gf benefits he has received, to hils new positién ( pro-
viding that the‘financial condition of the fund is fairly strong).
Thus he would be eligible for benefits equallte the ameunﬁ of the

- tranaferred contributions.

'The objection that the capital tied up in the reserves is

"enogen” does not apply here, for the money would be deposited in
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tﬁe bank;to be distribﬁted among the benk's investments.

In conclusion, the ﬂnemplcymeﬁt Reserve plan 1s c¢learly no
panaces. It has reaiAobjectiens which cannot be overcome, but, all
in ell, theﬁe'are fewer objectlons to this plan'tﬁgn there would be
in any ce@prghengive flén férmed by any other country and adapﬁad |

to0 this country. Cansds needs a plan &ll her own; one thet can be

‘adapted to her pscullar conditions; one that would educeate Cansadians

to the idea graduslly, and that plsn seems, et present, to eensigt

largely of Unemployment Reserves.
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CHAPTER b
WHAT GANADA COULD DO TO AID UNEMPLOYMENT

Canada, 1in the past, has made relief doles and relief works

her chief contributions toward alleviating the evils of unemploy-

‘ment. Much remains to be done, therefore, by the country as a

whole and by the individual Industries in the country.

. The various plans by which Industry can mitigate the evils

- of unemployment are_wellvknown but little practiced in Canada. The
' Dennison Company, Proctor &:Gamble&_aeneral Elegtric and Consolidated

Industries have 8ll established employment stabilization or Unemploye'

ment Reserve plans, which have been quite successful. To provide
such a plan, either a line of non-seasonal products,;or a number of
seasonal produéts. whose productioh can be dovetalled ,or a staple

line whose production curve can be spread over the year, is required.

‘Much remeins to be done.in this line. However, it is only the best

employers who voluntarily provide such measures, so the only sub-

" stantisl improvement thet will be made must come from Government

Legislation. . |

-~ - The Govefnment should take a definite policy to minimize un-
employment and alleviate distress caused by business cycles. Their
plan should include the'rollowing:

(8) A  Stabilized Currency. There will never be stesdy employment

in Ceneda as_long as changesiin the price level occur with such
persistenée. Great havoc is played with purchasing power, the back-
bone of employment, due to thése fluctuations. The best proposal

of stabilization comes from Professor Irving Fisher, who recommends
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that the Government vary the price of gold according to its worth

relative to other commodities, rather than keeping it-artifieialiy

constant as at present., By this method, 1n'¢0njunction with a
strongly unifieq banking system, it is contended that variations of
mcre'than one or two percent. could be_prevented, An alternative
plan;iprOposed by Professor lLehfeldt, consists 1in essence, of an
international control of gold production so that the subply of gold
may'be ed justed to maintain a fixed price level - like almeét all
proposais for international co-operation, the plan is impmactiéable.

One.mathoa of controlling the value'of the currency has aiready been

used by various banking systems. That is by the formation of a gold:

resérve to stabilize the value of the currency at the desired level
by the.preeeés of buying and selling currency. .This method has

proved quite ineffective for any but minor fluctuations.

'(b} credit Control. It is a widely recognized fact that there

should be some control of credit with a view to minimizing its
fluctuations, which so accentuate the evils of the business. cyele.

J. M. Keynes advises the use of a Central Bank ss the best methed

of obtaining credit control. He states "A Central Bank which is

free to govern the volume of cash and reserve money in its monetary
system by the joint use of bank rete policy end open market oper-

ations, is master of the situstion and is in a position to contrel

not only the volume of credit, but the rate of investment, the level

of prices and, in the long run, the level of -incomes, provided that
the objectives it sets before itself are compatible with its legal

obligaticns.* Theoretically the plan shou;d work,'but in prectice,

S EnGYQlopediﬁ ef_Social'Scienee.
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however, internationsl co-operation is necessary to obtainAadequate
eredit control. This ageain 1§ a stumbling block to the success of
the plan. Even though the attempts made thus far have hed a
quéstionable succeas, the Ganad;an Government, in co-operation with
the RBanking System, could effect a somewhat better control of credit
than it now does, simply by using the Bahk rate to check or encourage
inﬁestmenﬁ, and 1f internationsl co-operation was cbtainable mich

good could be done.

(¢) A Wise Tariff Policy. Canada, in competition with the other

Countries, has been indulging in a tariff race. Tariff barriers
nave been raised in a.whalesale'fashion, in an effert to "create
employment for Canadiens", They have succeeded in creating employ-
ment in Industries which operate at s disadventage in Canada, to be
trué, but this emélcyment has begn at the expense of unemployment in
those Industries in wpich Canada has s natural advantage. In other
words, esach Country, in strangling trade, has begun producing things
for igsalf,whigh other countries can produce muéh better. Employment
is, perhaps, prolonged but the returns to lebour sre diminished. A
gfadual policy of tariff loyering would do much toward putting
Industry in Oanadé on & sound basis. Fair competition would keep
prices fair. A decrease of this Nationalistic spirit would cause

a flow of trade which would increase employment, because in the iong_'
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run, imports can only be pald for by exports. Con&idering the basic

fundamental of trade, advantage to both parties, Canada would find

that real wages would rise as well as the index of employment. How-
ever, it must be noted that the removal of the tariff barriers should

be gradual so as to cause as few femporary maladjusiments as possaible.
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(d) Legislation Concerning Working Conditions, Each province in

Caneda has passed laws regulating wages and working conditions but .
these laws are fast becoming sntiquated, due to the tremenécus
changes in industria;’structure,cf'the past f§w yeara, Technological
unemployment is said to be only a temporary phase, but in spite of
the reabsorption of labour into new 1ndus£ries, and the cramming Qf_
@en’inﬁeriﬁe éérviees, a very reélrpréblém 3tillrexis£8p: As mags
production proceeds, working héura must be shortened without ény
appchiable‘lag, if distress of unemployment iarto’be alleviated.

A special committee on unemployment should be formed in each'province
(as has béen formed already in Qneﬁec) to consider this problem,-

and make some much-needed changes. .while 8 plan similarl to the

N. R. A. could hardly be recommended until the results of the
American experiment are visible, ﬁhere are vest pessibiiiﬁies-aleng‘
this 1line for Cenada. A

'(a)»négislatién cbheerning Finence. .The recent abuses of the stock

market end of the investment houses lead one to believe that legls-

lation to regulate them has been very much lacking. A similar

deficlency 'is noticeable in company finance where so mucﬁ over-

capitalization has taken place. Witn=§ne-ﬁorking-man’a'reaérvea'
against uﬁemployment going up in smoke, and the profits of Inéustry
going to taé large a number of‘shareholders instead of to the worké

men, is it eny wonder that distress is so widespread? Legislation

_must‘remédy'thége defects in the finencial system and do it quickly,

(f) Vgcatibnal S6ho0ls . There is an appailing-lack of vocational

guidance in Canadsa, The young paOple‘are left to train themselves
for ﬁheir 11fe work 1h‘a hit-and-miss fashioh, with no research of

their latent possibilities. As a result, there are many "aquare pegs
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in round holes". This ceauses a restless spirit in labour, and
job-hopping is & natnral consequence. Perhaps all too late, a men
finds thet the job he is best suited for is closed to him through

bis lack of proper training. For this man, and for the labourer

permanently laid off from his work due to techneidgi¢al changes, &

vocationel schéel is a requisite. Canade is jJust beginning to
realize this need and we find numerous ciaésea being formed for the:
werkingéman>~ employed and unemployed. For this latter class
expecially, the naed is great, for by keeping his mind occupied,
his discontent with the capitalistic system ia lessened and hié

morel and mental qualifications are susteined.

(g) Plamed Publie Works. Public Works as relief messures in

the past have been very inadequate and inefficient, and mﬁchAremains
to be done in foresighted planning. The main objection to this

plen is thet most public works must be built when necessayy. This

' is undoubtedly true, but there are numerous types of construetion,

such as post-offices, libraries, bridges and roads that can be built

» prior to demand. Another objection is that the Government has

relatively low ratio of wages to expenditure mekes this form of

reiief questionable. That is precisely where the mistake lies. 7
Public works should not be used as relief measures because of their
eXpense‘and inefficiency, but should be thought of as strictly busi-
ness propositions. In times of depression, conatruction works carried
threugh'in a businessa-llke wéy are much less expensive than in;becm

periods, end in addition, employment 1is supplied to the construction




tradas;' All that 1s necessary on the part of the Government, is
someAcaréful planning, and the setting aside of reserves for this

aid to employment.

(n) Co-operation. The inabilify of Labhour tc buy back what it
produces is ssid to be one of the causes of depressions #nd un-
employment: The (Co~-operative Movement has tried te combet this
by the forﬁaticn of organizations to produce énd distibute
commodities in such & way aé to remove the possibility of accu-
mulatﬁng excess profits, That is & factory, instead of paying
its labourers &8 low a wage as_poasible; pays as high a wage as
possible. The Managers receive & moderate salary and e fair
amount is laid aside for capital QXpendiﬁure; Aﬁy profits are
turned back to the labourers in the form of m bonus. The idea is

good, and if it were widely adopted, 1t would undoubtedly have an

" equalizing effect on employment.

(1)4Unemplgyment Reservés. There is an unquestionable need

for some reserve to 56 built up in good perioda and drawn upon in
periods of stress. The q&estion.of Unemployment Insurance has been
dealt with in this the#is, ané while 1t would probably be adaptable
to the least seasonal Industries, the difficulties which arise for
the aeasonal Iﬁdustries ere all but insurmountable. Whether any
system of Unemployment Insurance can ever be formulated to provide
adequate coverage for Canadién Workmen is extremely doudbtful. AL
present, the "way-out" seems to lie in Unemployment Reserves,
hacked bp by.an efficient Relief System, and a compreheﬁsive chain
of Employment Offices, as well as the alds to employment mentioned

46,




: 4‘? .

above. Any of these plans working alone cen provide little
improvement to conditions, but a strong Government Policy
incorporating all, or most of them, would greatly alleviate

distress due to unemployment.

FINIS.
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