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Introduction

The Employment Insurance (El) program,
introduced in July 1996 and January 1997,
represented the most fundamental restructuring

of the Unemployment Insurance program in 25 years.

That is why the Government of Canada included
a legislative requirement for the Canada
Employment Insurance Commission to monitor
and assess the impacts of the reform in a series
of five reports covering the years 1997 to 2001.
This exercise informed the changes introduced in
Bill C-2, an Act to Amend the Employment
Insurance Act and the Employment Insurance
(Fishing) Regulations, which received Royal
Assent on May 10, 2001. This exercise also
informed changes to El regulations on
undeclared earnings, effective August 12, 2001,
and small weeks, effective November 18, 2001.
In light of the need to modify the EIl program in
the context of sound evidence," the monitoring
and assessment period has been extended for an
additional five-year period, from 2001 to 2006.

This is the fifth Employment Insurance
Monitoring and Assessment report and it focuses
on the period April 1, 2000 to March 31, 2001,
the fourth full fiscal year that the Employment
Insurance system has been in place.

Chapter 1 sets the context for the results by
providing an overview of the Canadian labour
market and briefly reviewing recent changes to
the program. The results for Income Benefits are
described in Chapter 2. The support provided to
unemployed workers through active re-
employment measures, known as Employment
Benefits and Support Measures, is discussed in
Chapter 3. Chapter 4 provides an overview of
program administration including quality service
initiatives and the financing structure of El. In

Chapter 5, findings are summarized and
conclusions are drawn as to how individuals,
communities and the economy are adjusting to
the changes.

. CANADA EMPLOYMENT
INSURANCE COMMISSION

The Canada Employment Insurance Commission
has four members who represent the interests of
government, workers and employers. The
Chairperson and Vice-Chairperson (the Deputy
Minister and Associate Deputy Minister of
Human Resources Development Canada)
represent the interests of the federal
government. The Commissioners for Workers
and Employers represent the interests of workers
and employers, respectively. Among its other
responsibilities, the Commission has been
assigned the legislated mandate to monitor and
assess the impacts of El reform. Under the 1996
El Act, the Commission was to provide a report to
the Minister by December 31 each year.
However, under Bill C-2, this date has been
changed to allow for sufficient consultations with
provinces in the preparation of this report. The
Employment Insurance Commission must now
provide the Minister with the report no later

than March 31. The report is then to be tabled
by the Minister in Parliament.

The 1996 reforms were far-reaching, affecting
the fundamental design of the program. The
2001 amendments were a reflection of the
program's responsiveness to changing economic
and labour market conditions. It is the
monitoring and assessment process that helps
provide a broader understanding of the

"The Monitoring and Assessment report makes use of many sources of information in analyzing the effects of the changes introduced under
Employment Insurance. In addition to HRDC administrative data, Canadian Out-of-Employment Panel (COEP) survey data and information
from Statistics Canada, evaluation studies that are funded by HRDC are also used. As in previous reports, this report includes references to
evaluation studies that touch on both Part | and Part Il benefits of the Employment Insurance Act.
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effectiveness of changes implemented, as it
reports on the impact of reforms on individuals,
communities and the economy and helps
contribute to the evolution of the program by
providing feedback on how El is assisting
Canadians with temporary income support and
re-employment measures.

Il. LEGISLATED MANDATE

Specifically, section 3(1) of the Employment
Insurance Act states that:

"The Commission shall monitor and assess:

(a) how individuals, communities and the
economy are adjusting to the changes
made by this Act to the insurance and
employment assistance programs under the
Unemployment Insurance Act,

(b) whether the savings expected as a result of
the changes made by this Act are being
realized; and

(c) the effectiveness of the benefits and other
assistance provided under this Act,
including

(i) how the benefits and assistance are
utilized by employees and employers;
and

(ii) the effect of the benefits and assistance
on the obligation of claimants to be
available for and to seek employment
and on the efforts of employers to
maintain a stable workforce."

In addition, under Bill C-2, section 3(2) of the
El Act was amended to extend the monitoring
and assessment process to 2006 and to allow
the Commission more time for the preparation
of the report. The Act now states that:

"The Commission shall report to the Minister
on its assessment annually from 2001 to 2006,
no later than March 31 following the end of
each of those years. The Commission shall
make any additional reports at any other
times, as the Minister may request.”




Executive Summary

. CANADIAN LABOUR MARKET

While the Canadian labour market continued

to perform well for most of 2000/01, a
downturn in the economy became evident in
the fourth quarter of the reporting period. For
example, during the first quarter, employment
growth was 2.8%, while in the final quarter, it
was only 1.6%. Overall, employment grew by
330,000 or 2.3% in this reporting period. Full-
time employment growth was 2.5%, nearly
double the rate of growth of part-time jobs

and 90% of all new jobs created were full

time. Further, employment growth was
concentrated in paid employment, with 84% of
all jobs falling into this category. This is
significant because paid employment is insured
under Employment Insurance (EIl) whereas self-
employment is generally not.

However, the pattern of employment growth
during the 2000/01 reporting period should be
noted. The number of people who were
unemployed began to reflect the weaker
economy in the last quarter of the reporting
period. The unemployment rate in March
2001, the end of the reporting period, was
7.0%, up from 6.8% in April 2000, the
beginning of the period. It is also important to
note that the year-over-year change in the
unemployment rate was different for women
than for men. In March 2001, women's
unemployment rate was 6.5%, down from
6.7% at the beginning of the period.
Meanwhile, men's unemployment rate
increased to 7.5% in March 2001, from 6.9% in
April 2000. The increase in the unemployment
rate for men can be traced to a significant
slowdown in the manufacturing sector in the
final quarter of 2000/01.

The weakening of the economy between
December 2000 and March 2001 is significant,
as the period since El reform in 1996 has been
characterized by uninterrupted growth and a
declining reliance on El. As the economy
began to weaken, and unemployment rates
increased towards the end of the reporting
period, Canadians needed to turn to the
program in greater numbers. It is within this
context that the responsiveness of El is
particularly important.

The key features of the Canadian labour
market in 2000/01 were as follows:

+ Employment growth was higher for
women (2.8%) than for men (1.8%) in
2000/01. This reflects significantly higher
growth in the services-producing sector
(2.6%), where women tend to be more highly
represented, relative to the goods-producing
sector (1.2%).

+ The labour market situation continued to
improve for women as their
unemployment rate fell to its lowest level
since 1976. Further, while women continued
to be more likely than men to work part-
time, employment growth for women in
2000/01 was almost entirely in full-time
employment. Men experienced higher
growth in part-time employment than in full-
time work.

* Nearly two-thirds of new jobs created for
youth in 2000/01 were full time. However,
despite strong employment growth (3.6%) for
youth during the reporting period overall,
employment growth actually declined in the
fourth quarter. Historically, youth have been
one of the first groups to be adversely affected
by an economic downturn.
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 Older workers continued to experience
higher than average employment growth at
3.8%. However, growth rates declined
significantly during the reporting period. In
the first quarter, employment growth for older
workers was 5.7%, compared to just 1.7% in
the fourth quarter.

Self-employment appears to have
reached a plateau. After increasing
throughout the 1990s and reaching a peak of
16.7% in 1998, self-employment represented
16.0% of the Canadian labour force in 2000.
The fact that the proportion of the labour
force that is self-employed has remained high,
despite strong employment growth in paid
employment, could indicate that its rise
throughout the 1990s was not just a cyclical
response to the lack of job opportunities in
paid employment.

+ Education continued to be a critical factor
in determining labour market success. While
employment grew by 3.2% for post-secondary
graduates and 3.3% for those with a high
school education, employment declined in
2000/01 for those with less than a high school
education. Those with the lowest skill levels
become the most vulnerable to job loss when
economic activity begins to slow.

Il. INCOME BENEFITS

Total new claims for El benefits increased by
2.4% in 2000/01, while total benefits paid
declined by 1.0%. This disparity can be
explained by the fact that most of the increase
in new claims occurred in the fourth quarter of
2000/01 (11.1%), when economic activity
slowed. The matching benefits were,
therefore, not paid until 2001/02, after the
current reporting period ended. The
breakdown of claims by type of benefit was as
follows:

+ regular benefits claims increased by 0.8% to
1.37 million;

« fishing benefits claims increased by 11.0% to
28,229; and

+ special benefits claims increased by 6.0% to
425,550.

Benefits paid were broken down as follows:
« regular benefits declined 2.7% to $6.8 billion;

- fishing benefits increased 8.6% to $235.6 million;
and

« special benefits increased 5.2% to $1.8 billion.

The fact that El is there for Canadian workers
when they need it became evident when the
economic slowdown had a disproportional
impact on those with strong labour force
attachment; that is, those who had never or
rarely used the program in the past. This is
reflected by the fact that there was an increase
in claims of 8.1% by those with long durations
of insured employment prior to filing a claim.

In contrast, claims for those with short and
medium employment spells actually declined in
2000/01. Moreover, new claims increased for
first-time and occasional claimants, yet
decreased slightly for frequent claimants.

Regular claims for women fell by 2.5% while
those of men increased by 3.1%. This follows
a pattern noted in previous Monitoring and
Assessment reports, and demonstrates the
continued strength in the labour market for
women. The increase in claims for men in
2000/01 reflects the downturn in the economy
in the final quarter, which was tied to a
decrease in demand for consumer goods in the
United States. The economic slowdown had a
considerable impact on manufacturing
industries, where men tend to be more highly
represented, and explains much of the increase
in regular claims.
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Regular claims for youth were unchanged in
2000/01, despite strong employment growth
for the period. This was a direct result of the
downturn in the economy in the fourth

quarter when youth claims increased by 7.3%,
highlighting the vulnerability of youth in times
of economic uncertainty.

Regular claims by older workers increased by
4.7% in 2000/01. Moreover, claims by older
workers with long durations of insured
employment increased by 12.8% compared to
an increase of 8.1% for all workers with long
durations of insured employment. This is
important because older workers tend to be
unemployed for longer periods than other
workers when they are between jobs, largely
because they are less mobile.

In order to focus on the impact of El at a more
micro level, the 14 representative communities
were examined. Analysis showed that those
communities that rely upon seasonal
employment continued to experience high
unemployment rates and a proportion of
frequent claimants, which was well above the
national average. However, even in
communities with the highest rates of
unemployment, claimants used only about 70%
of their El entitlement, indicating that the
program was responsive to local labour market
conditions.

Coverage was analyzed using a number of
different measures. Analysis of the employed
population, using the Survey of Labour and
Income Dynamics (SLID) demonstrated the
responsiveness of the Variable Entrance
Requirements to the labour market. El
eligibility was relatively the same in regions
with high unemployment rates as in those with
low unemployment rates, due to automatic
adjustments to the entrance requirements.
Evidence indicates that 88% of paid employees
would have been eligible for EI had they lost
their jobs in December 1998, with eligibility
being almost the same for men (97%) and
women (96%) working full time.

Alternatively, other measures of coverage focus
on the unemployed population. The
Employment Insurance Coverage Survey (EICS)
indicated that 83.2% of the El target

population was eligible to receive El benefits in
2000, up 2.8 percentage points from 1999. The
El target population consists of paid employees
who lost or quit a job with just cause in the last
12 months. Additionally, although it is too broad
of a measure to reliably reflect the effectiveness
of the El program because it includes individuals
who the program was not intended to cover, the
beneficiary to unemployed (B/U) ratio has
remained stable at 45%.

Special benefits claims continued their
upward trend in 2000/01, increasing by 6.0%.
The number of new special benefits claims
increased in the fourth quarter, that is, the first
three months of 2001. It is believed that this
increase was largely due to the reduction in
the number of hours required to qualify for
special benefits from 700 to 600, and the
enhanced duration and flexibility of parental
benefits, effective December 31, 2000.
Increased participation by men in parental
leave also became evident as men's claims for
biological parental benefits increased by 44%
over the entire reporting period, and by 62.6%
in the first three months of 2001, when the
extended duration and enhanced flexibility
measures came into effect. However, it should
be noted that because the new parental
regime was only in effect for three months of
the reporting period, it is too early to draw

firm conclusions on its impacts.

Claims for sickness benefits increased for the
third consecutive reporting period. In 2000/01,
sickness claims rose by 8.4%, contributing to
the increase in special claims. Following the
commitment made in last year's Monitoring
and Assessment report, further analysis of
sickness benefits was undertaken. Results
showed that most of the growth in sickness
benefits since El reform has been due to
increases in claims for pure sickness benefits,
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that is, sickness benefits that are not combined
with regular or other types of special benefits.
The main factors driving the increase in pure
sickness benefits were growth in paid
employment, the aging of the El-eligible
population, and year-to-year claims volatility,
which occurs as a result of different rates of
economic growth across sectors of the
economy. It is suspected that when growth
occurs in the services-producing sector, where
many workers are not covered by private
benefit plans, claims for sickness benefits will
increase. Sickness benefits will be examined
further in subsequent reports.

The analysis of the Small Weeks pilot project
in this year's report covered the period from
the introduction of the pilot in November 1998
to March 2001. Results indicated that about
13% of claims established in participating
regions included small weeks. Women
benefited from the project more than men,
filing 59% of all claims with small weeks.
Youth filed 18% of small weeks claims.
Evaluation results indicated that the Small
Weeks project has worked as intended, with
claimants increasing their total weeks of work
by 2.1 weeks. The small weeks provisions have
been made a permanent and national feature
of the El program, effective November 18,
2001.

Benefits paid to fishers increased by 8.6% in
2000/01. This was the result of an increase in
the overall value of resources harvested and
the elimination of the intensity rule during the
reporting period. Analysis continues to
indicate that fishers are qualifying for benefits
with relative ease as 98% of fishing claimants
qualified for benefits with more than the
minimum required insured earnings.

The average weekly top-up paid under the
Family Supplement increased by 1.6%.
However, total benefits paid declined by 2.3%.
The strong labour market of 2000 resulted in

more family incomes rising above the $25,921
income cap and, in turn, has led to fewer
individuals qualifying for the Family Supplement.

As was reported in previous Monitoring and
Assessment reports, the proportion of
claimants reporting work while on claim, a
flexible provision designed to promote work
attachment, has been declining. This trend
continued in 2000/01. In order to determine
whether the design of the provision is creating
disincentives to work while on claim, analysis
using the El administrative data was
undertaken. Preliminary analysis indicates that
claimants may be hesitant to accept a week of
work while on claim unless they can reduce
their benefits to zero and keep that week of
entitlement for later use. Moreover, it suggests
that first-time and occasional users are much
more willing to accept a partial week of work
than frequent claimants. The provision will be
further analyzed to better understand how its
design affects the incentive to accept work
while being on claim.

Some elements of El reform were designed to
reduce the costs of the program while still
providing adequate support to claimants.
Initially, the analysis of savings in the report
was designed to focus on incremental savings
to regular benefits from the 1996 reform
measures that were intended to generate cost
reduction. These included the maturing of the
Maximum Insurable Earnings freeze, the
intensity rule and the benefit repayment
provisions, partly offset by the increased costs
of the Family Supplement. However, the El
program has undergone a number of changes
over the past two years, making it difficult to
separate the relative impact on savings from
the 1996 reforms, the more recent changes to
special benefits in Bill C-2, and changes in the
economy. Nevertheless, the analysis that could
be done indicates that savings from these
measures were in line with the expectations set
in 1996.
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In support of legislative changes and in
response to increased claim loads, an
administrative strategy is in place to ensure
that the program remains responsive to clients'
needs. To this end, HRDC is working with
employers and workers to ensure that the
highest quality service is provided. In line
with HRDC's objective of providing quick,
efficient service to its clients, a new initiative
was introduced to permit more accurate and
timely processing of El claims, and efforts
continued to enhance the balance between
speed of service and accuracy and quality of
payments. Further, El claims were received on
a pilot basis over the Internet, expanding the
choices available to Canadians. Additionally, EI
appeals continue to be heard in a timely
fashion by independent boards in 83 appeals
centres across Canada.

lll. EMPLOYMENT BENEFITS
AND SUPPORT MEASURES

The 1996 reform emphasized the use of active
re-employment measures, known as
Employment Benefit and Support Measures
(EBSMs). Partnerships with the provinces and
territories established through Labour Market
Development Agreements (LMDAs) allow
provinces/territories to use EBSMs to meet the
needs of local labour markets. Both the
number of clients served and the number of
EBSM interventions remained stable in 2000/01,
despite the increase in the number of new El
claims. This was due to the fact that most of
the increase in claims occurred in the final
quarter of 2000/01 and there is a lag between
the time that an individual becomes
unemployed and the time when that individual
seeks re-employment assistance. Further, not
all new EI claimants will seek assistance
through EBSMs.

As was the case in previous reporting periods,
short-term interventions accounted for the
majority of new interventions in 2000/01. At

over two-thirds, this is reflective of a strong
economy and labour market where short-term
interventions are often determined to be the
best option to meet clients’ needs.

Women's participation rate in both long- and
short-term interventions remained relatively
stable in 2000/01. While women participated
in nearly half of all interventions, overall, they
were more likely than men to participate in
short-term rather than long-term interventions
because fewer women participate in
apprenticeship training programs. Long-term
interventions increased for persons with
disabilities, decreased for Aboriginal peoples,
and remained stable for members of visible
minorities.

Finally, the key EBSM success indicators of
returns to work and unpaid benefits remained
relatively stable in real terms in 2000/01,
reflecting the overall strength of the labour
market.

IV. SUMMING UP

The responsiveness of the El program to the
economy was confirmed in 2000/01. As growth
slowed at the end of the reporting period,
Canadians accessed the program in greater
numbers. Increases in claims for El benefits
occurred among Canadian workers who do not
often use the program. That is, those with

long durations of insured employment and first-
time and occasional claimants. Moreover, the
Variable Entrance Requirements ensured
comparable access across all regions. Variable
Entrance Requirements are designed to
respond quickly to changing labour market
conditions by extending the entrance
requirements and the duration of benefits as
unemployment increases.

While the elements of El reform continue to
meet their primary objectives of providing
temporary income support to people who lose
their jobs and helping them return to work,
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the program was modified in 2000/01 to
address some provisions that were not
functioning as well as expected. As a result,
the intensity rule was eliminated, the clawback
threshold was raised, and first-time claimants
and special benefits claimants were exempted
from the clawback provisions. Furthermore,
the re-entrant rules were adjusted so that
parents re-entering the labour force after
taking an extended leave to care for young
children faced the same entrance requirements
as other claimants in their region.

In 2000/01, adjustments were also made that
extended the duration of parental benefits and
improved its accessibility and flexibility.
However, it is too early to draw firm
conclusions regarding the impact of these
provisions.

Vi



Chapter 1 - Context

This chapter provides the economic context in
which the Employment Insurance (EIl) reforms
of 1996 can be assessed for fiscal year 2000/01.
The first section of the chapter outlines key
labour market changes and the second section
describes the recent legislative context.

. LABOUR MARKET
CONTEXT

1. Overview

Although growth has slowed since the last
reporting period, as shown in Chart 1, the
Canadian economy and labour market
performed well in 2000/01. Declining demand
for consumer goods in the United States
resulted in a corresponding slowdown in the
Canadian economy in the fourth quarter, as
trade with the U.S. decreased.

Chart 1: Economic Context
since El Reform
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2. Employment

About 5.2 million Canadians were hired and
5.0 million left their jobs in 2000/01, further
reflecting the dynamic economy during most of
the reporting period. Employment increased

by 330,000 (2.3%) in 2000/01 from 14.6 million
to nearly 15.0 million. This was lower than the
growth in 1999/00 (2.8%). In 1999/00, all of
the employment growth was full time with part-
time employment declining. In comparison,
growth was 2.5% in full-time employment and
1.3% in part-time work in 2000/01, a further
indication of the slowing of the economy. In
contrast to 1999/00, employment growth was
higher in the services- producing sector (2.6%)
than in the goods- producing sector (1.2%).

All new jobs in the economy were created in
paid employment in 2000/01. Paid employment
grew by 3.5% whereas self-employment
declined by 1.6%, compared to 1999/00.

Self-employment appears to have reached a
plateau at the end of the 1990s. After
continuously rising throughout the 1990s and
peaking at 16.7% in 1998, the proportion of
the Canadian labour force that was self-
employed declined to 16.0% in 2000 from
16.6% in 1999 (please refer to Chart 2). The
fact that the proportion of the labour force

Chart 2: Employment by
Type of Job, 2000

Public
Employees

Self- 224%
Employment
16.0%
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Paid Employment Employees
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"Unless otherwise indicated, the period analyzed in this report is from April 1, 2000 to March 31, 2001. Job growth and unemployment
measures are calculated using annual averages of seasonally adjusted data over the fiscal year April 1, 2000 to March 31, 2001, unless
otherwise indicated. The Labour Force Survey (LFS) underwent extensive revisions in January 2000 to reflect important changes to the way in
which labour market data are produced. As a result, all LFS estimates have been revised back to January 1976. For more information on
these revisions, please refer to "Improvements in 2000 to the LFS" at Statistics Canada's Web site (www.statcan.ca).
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that is self-employed has remained high,
despite strong employment growth in paid
employment, suggests that its rise throughout
the 1990s has not been a cyclical response to
the lack of job opportunities in paid
employment. In fact, a recent HRDC-Statistics
Canada survey on self-employment? indicates
that only 20% of the self-employed claimed
that they had become self-employed as a result
of a lack of opportunities in paid employment.
Further, only 30% of the self-employed
indicated that they would have accepted an
offer of a comparable position in paid
employment. The increased proportion of the
labour force that is self-employed is significant
because paid employment is insured under El
but self-employment is generally not covered
under the program.

3. Unemployment

As a result of slower employment growth in
the fourth quarter, the average unemployment
rate fell by only 0.4 percentage points, from
7.3% to 6.9%, compared to a decline of 0.8
percentage points in 1999/00. The average
unemployment rate was 6.7% for women and
7.0% for men, down from 7.0% and 7.5%,
respectively, in 1999/00. Youth experienced the
most significant decline, as the average
unemployment rate fell by a full percentage
point to 12.6%. The average unemployment
rate for older workers remained stable at
5.2%.

The change in the unemployment rate from
the beginning to the end of the reporting

period is also important to note. In March
2001, the unemployment rate rose to 7.0%
from 6.8% in April 2000. However, the year-
over-year change was very different for women
than it was for men. The unemployment rate
for women fell to 6.5% in March 2001 from
6.7% in April 2000. For men, on the other

hand, the situation was reversed, with the year-
over-year unemployment rate increasing to
7.5% from 6.9%. This reflects the slowdown in
manufacturing that began in the last  quarter
of 2000/01, as a result of reduced consumer
demand in the U.S. Men are more highly
represented in the goods-producing sector and,
therefore, are more affected by a slowdown in
manufacturing production.

The youth unemployment rate also improved
slightly during the reporting period, declining to
12.8% in March 2001 from 13.0% in April 2000.

4. Women, Men and Youth

Employment growth was higher for women
(2.8%) than for men (1.8%) in 2000/01. Job
growth for women is consistent with
employment growth in the service sector as
women are more highly represented in
services-producing industries than in goods-
producing industries. Although this is in
reverse of 1999/00 employment growth rates,
as shown in Chart 3, it continues the trend
identified in previous Monitoring and
Assessment reports where women's
employment growth outpaced that of men.
The higher employment growth rate for men
in the 1999/00 reporting period was directly
related to a higher growth rate in the goods-
producing sector, which has since slowed
down. Not only did women experience higher
job growth overall than men, but growth for

Chart 3: Employment Growth
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women occurred almost entirely in full-time
work (3.6%). Part-time employment for
women remained relatively stable (+0.7%). On
the contrary, men had higher employment
growth in part-time employment (2.6%) than

in full-time employment (1.7%).

Within the services-producing sector, women's
employment increased by 3.3%, nearly double
the growth in men's employment in that sector
(1.8%). More than half of the growth for

women occurred in the retail trade and the
health care and social services industries, where
women are more highly represented (54% and
81%, respectively). Women's employment level
in the goods-producing sector remained
relatively stable (-0.2%).

Job growth for men was evenly divided
between the goods-producing (1.7%) and the
services-producing (1.8%) sectors. This is in
contrast to the previous reporting period when
men's employment growth was concentrated
in the goods-producing sector, specifically the
manufacturing and construction industries.
Nearly 77% of the employment growth for
men in the services-producing sector was in the
professional, scientific and technical industry,
the information, culture and recreation
industry and the management, administrative
and other industry. This indicates that job
growth for men in the services sector has
occurred in industries that generally require
higher levels of education and that pay higher
wages than those in which employment
growth for women occurred.

Youth experienced strong employment growth
(3.6%) in 2000/01, continuing the trend
identified in the last two Monitoring and
Assessment reports. As in previous reporting
periods, strong growth in the retail trade
(7.0%) and accommodation, food and
beverage (5.8%) industries was largely

3Long-term unemployment is defined as unemployment of 53 weeks or

more.

responsible for the overall employment growth
for youth as about 42% of youth are employed
in these two industries. It is also important to
note that nearly two-thirds (64 %) of jobs
created for youth were full time. While this
figure is lower than in 1999/00, when over 86%
of new employment for youth was full time, it
represents continuing strength in the youth
labour market. It should be noted, however,
that youth employment growth slowed at the
end of 2000/01. Historically, youth have been
one of the first groups to be adversely affected
in times of economic slowdown. Declining
employment growth for youth in the fourth
quarter of 2000/01 is consistent with this trend.

Employment growth for workers, aged 55 and
older, rose by 3.8%. While this is considerably
less than the 6.2% growth of 1999/00, older
workers still experienced job growth that was
higher than the national average and their
unemployment rate remained stable. It should
be noted, however, that employment growth
for older workers declined from 5.7% in the
first quarter to 1.7% in the fourth quarter.

Labour Force Survey data indicates that long-
term unemployment® was at its lowest level
(6.5%) in 2000/01 since 1991/92. In 2000/01,
11.7% of unemployed older workers were
long-term unemployed, compared to 8.2% of
prime-age workers and 1.9% of youth. Itis
important to note that the proportion of
unemployed older workers who were long-
term unemployed has decreased considerably
from a peak of 26.1% in 1995/96.

Labour force participation appears to have
stabilized. Overall participation rose by 0.3
percentage points in 2000/01, with an increase
of 0.6 percentage points for women and a
decrease of 0.1 percentage points for men.
This is significant as it appears that after
increasing from about 45% in the mid-1970s,
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the participation rate for women in the labour
force seems to have plateaued at about 60%.
The rate for men has stabilized at about 73%.

5. Provincial Labour Markets

While job growth was spread across provinces,
it is important to note that all provinces
experienced a slowdown in growth in the final
months of the fiscal year. Only Manitoba had a
growth rate that was higher than in 1999/00.
Most provincial employment growth rates were
near the national average of 2.3% (please see
Chart 4).* Newfoundland and Labrador and
Saskatchewan were the only provinces that
experienced small employment losses.
Employment growth in Newfoundland and
Labrador declined due to the conclusion of
large projects that had boosted employment
growth in previous years, such as Hibernia, as
well as employment declines in fishing and
related fish processing. The continued
slowdown in agriculture, as well as related
sectors such as farm equipment wholesale,
caused the decline in employment in
Saskatchewan.

Chart 4: Employment Growth
by Province
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The highest rates of growth were in Prince
Edward Island (3.7%) and Ontario (3.0%),
although employment growth in Ontario was
lower than in 1999/00 (3.6%). As in 1999/00,
growth in PEI was related to tourism and
related industries. Ontario's growth in 2000/01
was balanced between the goods-producing
and services-producing sectors at 2.4% and
3.2%, respectively. It is important to note the
contrast to 1999/00 in Ontario, when
employment growth was much more
significant in the goods-producing sector
(5.6%) than in the services-producing sector
(2.9%). This shift is largely a result of reduced
trade with the U.S. in the final quarter of
2000/01.

In contrast to 1999/00 when unemployment
rates declined more in the Eastern provinces of
the country than in the Western regions,
provincial unemployment rate decreases were
larger in Western Canada than in Eastern
Canada in 2000/01, with the exception of PEI.
The largest percentage point declines in
unemployment rates were in PEI (-1.3),
Manitoba (-0.8), BC (-0.8), and Alberta (-0.6).
The only increase in the unemployment rate
occurred in New Brunswick (0.6 percentage
points) where the labour force increased by
2.6%, more than offsetting the 1.9% growth in
employment.

Also, unlike last year, when unemployment
rates declined in most of the El regions,
changes in unemployment rates varied across
regions in 2000/01, with the most noticeable
change being an increase in the unemployment
rate in more than half of the Ontario El

regions (please refer to Annex 2.1).

“Please note that the Labour Force Survey does not include data for the Yukon, the Northwest Territories or Nunavut.
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6. Sectoral Labour Markets

The provincial observations reflect the results
seen at the sectoral level. Chart 5 shows that
job growth was higher in the services-
producing sector (2.6%) than it was in the
goods-producing sector (1.2%) in 2000/01,
reversing the ranking in the last reporting
period, but following the pattern observed
prior to 1999/00. The reduced growth in the
goods-producing sector from 3.0% in 1999/00
to 1.2% in 2000/01 was primarily due to the
slowdown in manufacturing in the last quarter
of the fiscal year.

Chart 5: Employment Growth
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Moreover, the industries that experienced the
highest growth in the goods-producing sector
in 2000/01 were different than those in
1999/00. The manufacturing and construction
industries propelled the growth in the goods-
producing sector in 1999/00, whereas in
2000/01, the mining, oil and gas extraction
industries experienced the largest increase in
employment growth at 9.2%. A resurgence of
oil and gas prices reversed a trend of declining
employment in this industry.

The industries that experienced the highest
growth within the services-producing sector,
are among those that generally require specific
skills and/or education. For example, the
industries with the highest growth in the

sector were information, culture and recreation
(7.8%); management, administration and other

support (7.3%); and professional, scientific and
technical services (6.4%). Employment declined
in educational services (-2.2%) and public
administration (-1.7%).

7. Education

Education became even more critical to labour
market success in 2000/01. It is significant to
note how quickly employment levels for those
without a post-secondary education began to
decline in response to a slowdown in the
economy. While employment growth for post-
secondary graduates (3.2%) exceeded that in
1999/00 (2.5%), job growth for those with a
high school education was lower in 2000/01
(3.3%) than in 1999/00 (4.8%) and employment
declined by 2.6% for those with less than a
high school education (please see Chart 6).
Moreover, those with the highest level of
education, university graduates, had
employment growth of 4.8% in 2000/01, more
than double the national average.

Chart 6: Employment Growth
by Educational Attainment
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It is important to note that employment levels
began to decline quite sharply for those with a
high school education and less in the last half
of 2000/01, when the slowdown in the
economy became evident. At the same time,
employment levels for those with a post-
secondary education remained stable. This
confirms the view that the lower the level of
education, the more susceptible a worker
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becomes to job loss once economic conditions
begin to slow. It is also important to note that
university graduates have consistently had
unemployment rates that were significantly
lower than the overall unemployment rate.®

Il. RECENT LEGISLATIVE
CONTEXT?®

The most significant change to the

Employment Insurance (El) program over the
past 30 years occurred with the introduction of
the Employment Insurance Act in 1996. This
Act implemented the reforms that replaced the
former Unemployment Insurance program with
the El program. The 1996 reform was designed
to promote greater labour force attachment
through the introduction of stronger insurance
principles. The basis for eligibility was switched
from weeks to hours of work. Changes also
included a new benefit structure and new rules
for frequent claimants, as well as stricter
eligibility requirements for new and re-

entrants to the labour market. Elements of the
program providing support to claimants in low-
income families with children were also better
targeted with the introduction of the Family
Supplement.”

Under El, active re-employment measures were
redesigned to better respond to different

needs and circumstances across the country.
The new Employment Benefits and Support
Measures (EBSMs) also provided the basis for

more cooperative relations with the provinces
and territories.

In the 2000 Budget, the Government of Canada
announced the first significant legislative
changes to El since 1996.% Effective December
31, 2000, Bill C-32 extended the duration,
accessibility and flexibility of parental benefits

in order to support parents in balancing the
demands of work and family during a child's
critical first year.® The maximum duration of
parental benefits was increased from 10 to 35 weeks,
allowing for a maximum of 50 weeks of special
benefits (combined maternity, parental and
sickness benefits), provided they are taken
within 52 weeks of the date of birth or arrival

of the child. The number of hours of insurable
employment required to qualify for maternity,
parental or sickness benefits was also reduced
from 700 to 600 hours in order to improve
accessibility. Further, to enhance flexibility for
parents, a second parent sharing parental leave
was no longer required to serve the two-week
waiting period. Parents also became entitled

to earn the greater of $50 or 25% of their
weekly parental benefit without a reduction in
their El benefits, thereby increasing flexibility
when returning to work.

On February 2, 2001, the Government of
Canada introduced a second set of legislative
changes to EI.™" Under these amendments,
the benefit repayment provisions (clawback),

®Annual Labour Force Survey data shows that the unemployment rate for university graduates has been about half of the overall

unemployment rate in every year since the mid-1970s.
SFor a more exhaustive legislative chronology, see Annex 1.

" For a more complete description of the evolution of El, please see the 1997, 1998, 1999 and 2000 Monitoring and Assessment reports.
81t should be noted that An Act to Modernize the Statutes of Canada in relation to benefits and obligations was given Royal Assent on
June 29, 2000. By amending various statutes, including the Employment Insurance Act, it extends benefits and obligations to all couples

gopposite and same-sex) who have been cohabiting in a conjugal relationship.

Bill C-32, the Budget Implementation Act, received Royal Assent on June 29, 2000. Parents of children born, or placed in the parent's care
for adoption, on or after December 31, 2000, are eligible for the enhanced parental benefits.

"9Bill C-2, (originally introduced as Bill C-44), An Act to Amend the Employment Insurance Act and the Employment Insurance (Fishing)
Regulations received Royal Assent on May 10, 2001. Bill C-2 also contained provisions to freeze Maximum Insurable Earnings (MIE) at $39,000

per year until the average industrial wage reaches this level.

There have also been ongoing adjustments and improvements to El since 1996. For example, small weeks became a national and
permanent part of the program on November 18, 2001 and changes to undeclared earnings became effective on August 12, 2001.
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initially introduced to reduce EIl use by higher
income repeat claimants, were adjusted to
improve targeting and reflect changing
economic realities, effective for the 2000 tax
year. All first-time and special benefits
claimants were exempted from the benefit
repayment provision as there was not an issue
of repeat use with these claimants.
Additionally, in order to simplify the structure
of repayment and to ensure that these
provisions were appropriately targeted to
higher income earners, a single threshold for
repayment was set at $48,750 of net income
and the maximum repayment was limited to
30% of net benefits, up to 30% of net income
above $48,750.

The intensity rule, which had been
implemented to discourage repeat use of El by
reducing the benefit rate of frequent El
claimants, was also eliminated, retroactive to
October 1, 2000. The intensity rule had proven
to be ineffective in discouraging repeat use
and therefore had the unintended effect of
penalizing claimants who faced limited
opportunities for work.

Changes were also made to the re-entrant
provision to make it more responsive to

parents returning to the labour force following
an extended absence caring for young children.
Re-entrant parents who have received El
maternity and parental benefits in the four
years prior to the normal two-year "look back"
period can now access regular benefits with
the same number of hours as other regular
claimants in their region.

The Employment Insurance Fishing Regulations
were adjusted retroactively to December 31,
2000, to allow self-employed fishers to access
the enhanced maternity, parental and sickness
benefits as well.

Lastly, the changes of February 2, 2001
included the extension of the Monitoring and
Assessment report to 2006. The date on which
the annual report must be submitted to the
Minister was also changed, from December 31
to March 31, to allow more time for
consultations with the provinces with respect

to Employment Benefits and Support Measures.




2001 Monitoring and Assessment Report




Chapter 2 - Income Benefits

This chapter describes changes in the number
of new EI claims and the amount paid out in
benefits in 2000/01. It also assesses the
impacts of key elements of El reform on
income benefits and discusses changes made
under Bill C-2, an Act to Amend the
Employment Insurance Act and the
Employment Insurance (Fishing) Regulations.
Data for 2000/01 is compared to 1999/00

data.? Trends from 1995/96 are also discussed.

Under El, there are three types of income
benefits: regular benefits, which provide
temporary income support to people who lose
their jobs in paid employment; fishing benefits,
which provide temporary income support to
fishers; and special benefits. Three categories
of income support are available under special
benefits: maternity, parental, and sickness
benefits.?

. TOTAL INCOME BENEFITS

1. Overview

In 2000/01, there were about 1.8 million new
claims for El income benefits, an increase of
2.4% from 1999/00. The increase in claims
occurred primarily in the fourth quarter of
2000/01 due to both the economic slowdown,
which resulted in a substantial increase in
regular claims, and a reduction in the hours
needed to qualify for special benefits in 2001.
Reflecting relatively strong employment

growth, women's claims remained stable (-0.1%)

while claims by men and youth increased by
4.6% and 2.5%, respectively. Provincially,

claims increased in Manitoba and all provinces
east, and declined in all provinces west of
Manitoba and in the Territories. The most
significant increases occurred in Ontario
(7.8%), Prince Edward Island (4.4%) and Nova
Scotia (2.9%), while the largest decreases were
in the Northwest Territories (-11.5%), Yukon (-
8.4%) and Alberta (-6.5%).

Total benefit payments fell by 1.0% to about
$9.3 billion. However, when examined across
industrial sectors, total benefits paid varied.
The largest declines were in communications
and utilities (-18.6%) and mining, oil and gas (-
15.8%), while increases in benefits were
highest in fish harvesting (7.1%) and fishing
and trapping (5.4%), as a result of the increase
in the value of certain fish harvests, and in
manufacturing (2.8%). It should be noted that
the increase in benefits paid in the
manufacturing sector was roughly double that
in the fishing industries.

As shown in Chart 1, more than two-thirds of
new claims were regular claims. Special

"Bill C-2 received Royal Assent on May 10, 2001, but included retroactive measures affecting the 2000/01 reporting period.
2Unless otherwise stated, analysis in this chapter is based on Employment Insurance administrative data for the period between April 1,

2000 and March 31, 2001, with a comparison to previous fiscal years.

3Please refer to Annex 1 of previous Monitoring and Assessment reports for an explanation of types of benefits.
“Under the enhancements to special benefits, the number of hours needed to qualify was reduced from 700 to 600 hours.
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benefits (maternity, parental and sickness
benefits) accounted for 30% of all new claims
and fishing claims represented just over 1% of
all new claims. This is similar to the
distribution of claims in 1999/00.

The number of claims by benefit type and the
changes between 1999/00 and 2000/01 are as
follows:

+ claims for regular benefits increased 0.8% to
1.37 million;

+ claims for fishing benefits increased 11.0% to
28,229; and

« claims for special benefits increased 6.0% to
425,550.

The factors explaining these increases are
addressed later in this chapter.

The amount of benefits paid by type and the
changes between 1999/00 and 2000/01 are as
follows:

« regular benefits declined 2.7% to $6.8
billion;®
« fishing benefits increased 8.6% to $235.6 million;

- special benefits increased 5.2% to $1.8 billion;

» Work Sharing benefits increased 5.1% to
$10.6 million; and

 income benefits paid to claimants
participating in Part 1| Employment Benefits
decreased 3.6% to $397.8 million.

Chart 2 shows the proportion of total benefits
associated with each type of benefit. About
three-quarters of income benefits were paid as
regular benefits. Special benefits accounted
for 19.6% of all benefits paid, up from about
18.5% last year. The proportion of benefits

paid to fishers was 2.5%, about the same as
last year. Claimants participating in
Employment Benefits® received 4.3% of total
income benefits. Work Sharing, which
represented 0.1% of benefits paid, is a
program designed to avert temporary layoffs
by offering El income benefits to workers who
are eligible for EI and who are willing to work
a reduced workweek for a temporary period.
The Work Sharing program enables employers
to prevent layoffs by sharing the work that is
available through shortening the workweek of
employees. Workers, in turn, receive a
combination of earnings from reduced
employment and El income benefits. This
program could become more significant during
economic downturns.

Chart 2:
Total Income Benefits 2000/01
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2. Frequent

Claimants’ .
In 2000/01, frequent claimants made up 37.3%

of all regular and fishing claims, down from
39.3% in 1999/00. The number of claims made
by frequent claimants fell by 4.1% to 522,148.
Similar to previous reporting periods, about
80% of all frequent claimants had a "seasonal"
pattern of making claims (please see Chart 3).2

°It should be noted that the negative correlation of claims and benefits paid appears due to the fact that there is a lag between the time

that a claim is made and the time that the corresponding benefits are fully paid out. In 2000/01, most new claims were filed in the final
quarter and, therefore, the corresponding benefit payout will not appear until the next reporting period.

®Part | income benefits may be paid to active claimants participating in the Self-Employment, Skills Development and Job Creation
Partnerships interventions delivered under El Part |l. Please refer to Chapter 3 for a discussion of EBSMs.

7Frequent claimants are defined as those claimants who have made three or more regular and/or fishing claims in the past five years. Note
that as a result of a methodological change to allow for the inclusion of Nunavut, all data have been revised back to 1995/96.

8Individuals who started previous claims at about the same time of the year as their current claim are considered seasonal claimants.
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Chart 3: Claims & Frequency
of Use of Regular and
Fishing Benefits
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Men continued to file just over two-thirds of

all frequent claims (please refer to Annex 2.7),
reflecting the lower likelihood of women
working in seasonal jobs.

As in previous reporting periods, the decrease
in frequent claims was higher among non-
seasonal frequent claimants. Seasonal claims
dropped by only 3.7%, compared to 5.6% for
non-seasonal claims. This is not surprising as
the nature of some seasonal work does not
necessarily lead to a decline in claims in periods
of strong economic growth.

The majority of frequent claims continue to be
filed in Quebec, at over 37%. Increases in the
number of frequent claims occurred in
Newfoundland and Labrador (5.3%) and Prince
Edward Island (3.7%). The largest declines in
frequent claims were in Manitoba (-7.9%), and
Ontario (-7.8%).°

Frequent claimants received just under

$2.9 billion in regular and fishing benefits
during 2000/01. Although this is a slight
decline from 1999/00 (-2.6%), frequent claims
continued to comprise about 41% of all
regular and fishing benefits paid, the same as
in 1999/00. Due to the elimination of the

intensity rule, as well as increases in average
wages, average weekly benefits for frequent
claims increased over the previous reporting
period (5.2%), from $305 to $321, and remain
7.6% higher than the average for all regular
and fishing claims.™

Male frequent claimants filed 3.2% fewer
claims in 2000/01, while claims filed by female
frequent claimants declined by 6.0%. By age
group, youth had the largest decrease (-9.8%),
but claimants under 25 years accounted for only
about 3% of all frequent claimants. Claims
dropped substantially in the 25 to 54 age
category (-4.9%), which is significant because
most (82.3%) frequent claimants fall into this
category. As in past years, this suggests that
prime working-age claimants were better able
to access other job opportunities in the
favourable labour market conditions that
prevailed during most of the reporting period.
Older claimants, who tend to be less mobile,
did not fare as well, with frequent claims for
those 55 years and over increasing by 2.0%.

3. Reform Elements

Under El, important changes were introduced
to the legislation to strengthen workforce
attachment and to respond to changes in the
labour market. Changes to the legislation
included new methods of determining
eligibility and entitlement, the introduction of
an intensity rule, a strengthening of the
benefit repayment provisions and stricter
eligibility requirements for new entrants and
re-entrants to the labour market. Changes
were also made to provide higher levels and
better targeted assistance to low-income
families through a Family Supplement."

“As noted in Annex 2.7, the decrease in the Northwest Territories was 35.4%. However, due to the small absolute number of frequent

claimants, this reflects only 202 claims.

It is important to note that this average weekly benefit does not reflect the impact of the benefit repayment provisions under El because
the provisions are administered through the tax system after benefits are received. Please refer to sections on benefit repayment later in this

chapter for an analysis of benefits repaid by type of benefits.

""Please refer to the 2000 Monitoring and Assessment Report for more information on the elements of El reform. For discussion of the hours-
based system, entitlement and duration, please see the sections on regular benefits, fishing benefits and special benefits in this chapter.




2001 Monitoring and Assessment Report

Further changes were made under Bill C-2
eliminating the intensity rule and adjusting the
benefit repayment provision. The re-entrant
provisions were also modified so that parents
re-entering the labour force after a leave taken
to care for young children would qualify for
benefits with the same entrance requirements
as others in their region.

Family Supplement

The Family Supplement provides additional
benefits to claimants in low-income families
with children by increasing the maximum
benefit rate they can receive to 80%."” To
qualify for the Family Supplement, claimants
must have at least one dependent child, and
have a net family income of $25,921 or less.

Results show that a total of 187,250 low-income
El claimants received higher weekly benefits
through the Family Supplement in 2000/01.

This represents 10.7% of all claims, down
marginally from 11.4% in 1999/00. (Please refer
to Annex 2.13).

Total payments under the Family Supplement
declined 2.3% to $157.4 million. The decline in
benefits paid occurred as a result of a reduction
in the number of claims receiving the
supplement (-4.1%). The strong labour market
of the past few reporting periods has resulted in
increased earnings, which, in turn, has resulted
in more families having incomes higher than
$25,921. However, it is worth noting that the
average weekly top-up grew 1.6% to $44 per
week (see Chart 4).

Average weekly benefits for Family Supplement
recipients increased slightly from $254 to $255.
This is about 38% higher than the pre-El reform
average weekly benefit of $185 in 1995/96. It is
important to note that over two-thirds of

Family Supplement payments went to women,
although women accounted for only 45% of all

El claims during this period. In fact, payments
to women increased (3.3%), while payments to
men declined by 11.8%.

Chart 4: Average Family
Supplement Top-ups
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Youth with children continue to benefit from

the Family Supplement, with 11.2% of all Family
Supplement claims going to youth. This is
slightly higher than their proportion of total

claims (13.0%). It is also worth noting that the
percentage of youth receiving higher benefits
through the Family Supplement increased
slightly from 11.0% last year to 11.2% in
2000/01, the fourth consecutive year claims
receiving the Family Supplement have increased.

Decreases in Family Supplement payments
occurred across most provinces and territories.
However, there were increases in Manitoba
(10.5%), Saskatchewan (7.2%) and Ontario
(3.9%).

Intensity Rule

The intensity rule decreased the benefit rate
for those who make long or frequent claims by
1% per 20 weeks of benefits received over a
five-year claim history, to a maximum of 5%.
The objective of the intensity rule was to
discourage the use of El as a regular income
supplement but not to excessively reduce the
benefits of those who make long or frequent
claims. Claimants receiving the Family
Supplement and/or claiming special benefits

"% ike other claimants, claimants receiving the Family Supplement are subject to a maximum weekly benefit of

$413.
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were exempt from the intensity rule. Analysis
presented in previous Monitoring and
Assessment reports indicated that the intensity
rule was not having the intended impact of
reducing reliance on El. As of October 1, 2000,
the intensity rule was eliminated. Therefore,
the following results reflect only the six

months in which the intensity rule was in

effect.

The number of regular and fishing claims
affected by the intensity rule declined by 1.0%
from 202,500 to 200,410 (please refer to
Annex 2.16) in the first two quarters of

2000/01 over the same period in 1999/00. The
proportion of total claims subject to the
intensity rule was highest in Quebec (37.9%),
Ontario (17.0%) and British Columbia (9.9%).
Of those affected by the intensity rule in this
reporting period, more than half were men.

As in past years, this reflects the fact that men
are more likely than women to be repeat
claimants because men are more likely to work
in seasonal industries.

Benefit Repayment Provisions (Clawback)

Benefit repayment provisions were designed to
ensure that high-income claimants repay some
of their benefits once their annual net income,
including El benefits, exceeded a certain
threshold. While the clawback was originally
introduced under Ul in 1979, the threshold at
which benefits are repaid was lowered
significantly under El. El also created a two-
tier threshold with a lower threshold for

repeat users and a requirement to pay back a
larger share of benefits, varying between 50%
and 100%, with each subsequent use. In all
cases, the repayment would be no greater than
30% of the individual's net income in excess of
the clawback threshold.

Previous analysis undertaken in the monitoring
and assessment process indicated that for tax
year 1998, 28,375 individuals, or about 31% of
all individuals who repaid regular benefits,
earned between $39,001 and $48,750. Further,
these individuals collectively repaid $35.6 million,
representing roughly 36% of total regular
benefits repaid. These results demonstrated that
the benefit repayment provisions were having a
disproportional impact on middle-income
claimants. Additionally, with respect to special
benefits, just over 74% of claimants who repaid
their benefits had incomes between $48,751 and
$60,000 and close to 70% of these claimants
were women.

Under Bill C-2, effective for tax year 2000, first-
time claimants and recipients of special
benefits are exempt from the clawback and the
thresholds were changed to focus on high-
income claimants and to simplify the provision.
The lower threshold has been removed so that
all regular and fishing claimants are subject to
benefit repayment on net income above
$48,750. Further, the amount of repayment is
limited to 30% of benefits, up to 30% of net
income over $48,750.

As benefit repayment is administered through
the tax system, the most recent data available
is for the 1999 taxation year. Consequently,
the results in this reporting period do not
reflect the Bill C-2 changes.™

The number of people who repaid some of their
El benefits in 1999 was 144,160, representing an
increase of 25.0% over 1998 (please refer to
Annex 2.15). Among claimants affected by the
clawback provision, 77% were regular
beneficiaries, 10% were in receipt of special
benefits, 3% received fishing benefits, and 10%
had claims of more than one benefit type.

"In 1999 first-time and special benefits claimants were subject to a net income threshold of $48,750. Repeat claimants were subject to the
lower threshold of $39,000. For repeat claimants the maximum portion of benefits to be repaid varies depending on the actual number of
weeks of regular or fishing benefits received in the past five years. Please see Annex 1 of the 2000 Employment Insurance Monitoring and

Assessment Report for further information.
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As was the case in the last reporting period,
about 87% of claimants affected by the
clawback were men. However, unlike in 1998,
when the number of men affected by the
clawback provision increased much more
quickly than the number of women (48.2%
compared to 25.4%), increases in the number
of men and women affected were almost
identical (25.1% and 24.0%, respectively) in
1999.

Significant increases in the number of
claimants affected by the clawback provision
were noted in all regions of Canada. The
largest increases were in Newfoundland and
Labrador (73.8%), New Brunswick (61.3%) and
Nova Scotia (57.0%).

The total amount repaid by claimants in 1999

increased by 48.8% to just under $184.4 million.

The amount of benefits that men were required
to repay increased by 51.1%, compared to
32.6% for women. This reflects the fact that
men are more likely to be repeat claimants and,
therefore, are more often subject to benefit
repayment at the lower threshold. Men repaid
$163.8 million, or about 89% of all benefits
repaid, up slightly from 87% last year. By
province, the most significant increases in the
amount repaid were noted in Newfoundland
and Labrador (113.7%), Nova Scotia (88.4%),
and New Brunswick (83.7%). It should be
noted, however, that most of the benefits
repaid came from the most populous provinces
with about 28% of all benefits repaid in
Ontario, 23% in Quebec, and 15% in British
Columbia.

4. Small Weeks Pilot Project

Under El, benefit levels are based on average
earnings within a 26-week period preceding the
establishment of the claim. Total earnings are
divided by the number of weeks of work during
this period or the minimum divisor, whichever is

greater. The result is multiplied by 55% to
determine the weekly benefit. While this
process has worked well for the most part, there
was a disincentive for some workers to accept
weeks with lower than average earnings ("small
weeks") because these earnings lowered the
amount received in benefits. Small Weeks
adjustment projects were introduced in May
and August 1997 in high unemployment regions
to examine whether this disincentive could be
reduced or removed. When the projects expired
on November 14, 1998, a new pilot project was
introduced.

The analysis in this year's report focused on
results relating to the period between the
introduction of the new pilot project in
November 1998 and March 2001, the end of the
reporting period. These results indicated that
about 321,190, or 12.7% of all claims
established in participating El regions, included
small weeks. This is about the same proportion
as reported last year.

Similar to the results in last year's Monitoring
and Assessment report, 18.1% of women's
claims and 8.8% of claims made by men, since
November 1998, included small weeks.
Furthermore, claims with small weeks continue
to constitute a relatively high percentage of all
claims filed in Newfoundland and Labrador
(20.6%) and in Eastern Nova Scotia (19.9%).
Conversely, the lowest percentage of claims with
small weeks was in Northern Manitoba (1.5%).

As shown in Chart 5, prime age workers (those
between 25-54 years) accounted for almost
three-quarters of the claims with small weeks
(73.8%), while older workers and youth
accounted for 8.5% and 17.7%, respectively. As
a result of their labour market patterns, women
benefited from the Small Weeks project more
than men, filing 59% of all claims with small
weeks. Among prime age workers, women filed
62.4% of small weeks claims.
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Chart 5: Percentage of Small
Weeks Claims, by Age
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As shown in Chart 6, the average weekly benefit
of participants in Small Weeks was $218. On
average, weekly benefits were $19 higher than
they would have been without the project.
Moreover, the additional income paid to
participants were estimated to be about $725 in
total, of which 44% were due to additional
weeks of work and 56% were due to additional
El benefits received over the period of the
claim. For women, the average weekly benefit
was $15 higher than it would otherwise have
been, while for men it was $26 higher. In
addition, about 15% of Small Weeks
participants qualified for the Family
Supplement, and 75% of these were women.

Chart 6: Average Weekly
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Evaluation of the project indicated that small
weeks had a positive impact on labour force
attachment.” Econometric results showed that,
in the 31 Small Weeks regions under study in
the November 1998 to August 2000 period,
claimants who participated increased their total
weeks of work in the 26 weeks prior to their job
separations by 2.1 weeks for male claimants and
2.4 weeks for female claimants.’

Il. REGULAR BENEFITS

1. Overview

In 2000/01, the number of regular claims
established under El increased slightly (0.8%) to
1.4 million and benefits paid to regular
beneficiaries declined by 2.7% from $7.0 billion
to $6.8 billion (please refer to Annex 2.4).
Average weekly benefits increased 4.8% to $297
from $283 in 1999/00. The decline in benefits
paid reflects the fact that most of the new

claims were established during the final quarter
of 2000/01 and, therefore, only a small
proportion of the benefits associated with these
claims had been paid in 2000/01. After a
significant decline (-9.1%) in claims in the first
quarter, new claims began to increase in the
second and third quarters (3.8% and 0.3%,
respectively) and then jumped substantially
(8.7%) in the final quarter (please see Chart 7).

Chart 7: Year-Over-Year
Change in Regular Claims
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"“An Evaluation of the EI Pilot Project on Small Weeks, 1998-2001, Evaluation and Data Development, Strategic Policy, Human

Resources Development Canada, September 2001.

"SAs a result of these positive findings, the Government of Canada made the Small Weeks provisions a permanent and national feature of

the program, effective November 18, 2001.
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New claims increased significantly in Ontario
(8.4%) with more modest increases in Prince
Edward Island and Nova Scotia, at 3.0% and
2.6%, respectively. Claims remained stable in
Newfoundland and Labrador and Quebec and
decreased in all other provinces and territories
in 2000/01, most substantially in the Northwest
Territories (-17.3%) and Alberta (-12.2%). As
can be seen in Chart 8, the level of El claims
tends to be a leading indicator with changes in
total unemployment generally following.

Chart 8: Monthly Claims
and Unemployment
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As noted in Chapter 1, much of the increase in
claims can be tied to the slowdown in
manufacturing in the last quarter of the fiscal

year. Claims in manufacturing industries
increased by 15.3% across Canada and by 41.5%
in Ontario over the reporting period with

fourth quarter claims rising by 40.0% nationally
and by 86.0% in Ontario.

Claims by women declined by 2.5%, while men's
claims increased by 3.1% in 2000/01. The
decline in women's claims reflects the stronger
growth in the services-producing sector, where
women have greater representation, compared
to the goods-producing sector. In particular,
claims in health and social services, where 81%

of the workforce was female, fell by 11.2% and
claims in retail trade, where 54% of workers
were female, decreased by 8.3%. Men's claims
showed more volatility across provinces and
industrial sectors. Men were particularly
affected by the slowdown in manufacturing.
Overall, new claims by men employed in
manufacturing rose by 19.7% nationally and by
51.1% in Ontario. Further, in the fourth
quarter, new manufacturing claims for men in
Ontario more than doubled over the previous
year.

The strong labour market in 1999/00 and the

first three-quarters of 2000/01 translated into
longer durations of insured employment prior

to making a claim for regular benefits. In
2000/01, there was an 8.1% increase in claims by
individuals with long employment spells, while
claims for individuals with medium and short
employment spells decreased by 3.4% and 6.7%,
respectively (please refer to Annex 2.5).%

These results are consistent with the increase in
first-time and occasional claims and the decline

in frequent claims. Claims made by first-time

and occasional claimants in 2000/01 increased by
6.1% and 2.6%, respectively. Regular benefits
claims by frequent claimants, on the other

hand, declined by 4.8%. Nonetheless, the share
of regular benefits paid to frequent regular
claimants remained stable at 39.5%. As shown

in Chart 9, non-seasonal frequent claims
continued to fall more than seasonal frequent
claims, as they have over each of the past four
reporting periods. However, as a result of the
economic slowdown at the end of the reporting
period, the decline in non-seasonal claims was
much less than in previous years. This is because
non-seasonal claims are affected more by
economic cycles than seasonal claims.

"®Claims with short employment spells are claims that just meet the entrance requirement, or have up to two weeks above the minimum
entrance requirement. Claims with medium employment spells are claims that have more than two weeks over the entrance requirement,
but less than six months over the minimum entrance requirement. Claims with long employment spells are claims that have at least six

months more than the minimum entrance requirement.
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Chart 9: % Change in Claims by
Regular Frequent Claims
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Youth claims were unchanged in 2000/01, in
contrast to the 9.4% decrease in claims in
1999/00. This can be explained by the economic
slowdown at the end of the reporting period,
which resulted in an increase of 7.3% in claims
by youth in the fourth quarter over the previous
year. Further, the increase in claims may have
been accentuated by a higher proportion of
youth that was able to qualify for benefits due
to strong growth in full-time employment
earlier in the year and in 1999/00.

Regular claims by older workers, aged 55 and
over, increased by 4.7% in 2000/01. Itis
important to note the quarterly pattern of

claims by older workers. Regular claims actually
decreased by 7.0% in the first quarter and then
increased by 9.0%, 3.9% and 14.5%, in the
second, third and fourth quarters, respectively.
It is significant to note that claims for older
workers rose or remained stable for short-,
medium- and long-term durations of insured
employment, unlike other age groups who had
increases in claims for long spells of insured
employment but decreases in short and medium
spells. Furthermore, the increase in claims for

older workers with long durations of
employment was 12.8%, compared to 8.1% for
workers, overall. This is significant because
older workers are likely to be unemployed for
longer periods when they lose their job as they
tend to be less mobile than younger workers.

2. Reform Elements

Hours-Based System and

17
G8YEr M oth eligibility for benefits and
entittement are based on hours of work rather
than weeks of work. An ongoing HRDC study
using Canada Out-of-Employment Panel
(COEP)'® survey data has found that the switch
to an hours-based system has led to a slight net
increase in eligibility. Eligibility for men and
those in the Atlantic region increased as they
tend to work more than 35 hours per week,
while eligibility for women and youth declined
slightly. However, El administrative data
indicates that as a result of the switch from a
weeks-based to an hours-based system and the
change to first dollar coverage, nearly 400,000
more part-time workers were covered.

The divisor rule™ results in higher weekly
benefits for individuals who work more than
their minimum entrance requirement. This
provision was intended to encourage greater
labour force attachment. Analysis indicates
that, in general, people are working the
additional two weeks required for full benefits.
Chart 10 shows that the proportion of
claimants whose benefits were reduced as a
result of not finding the additional two weeks
of work is small and has remained relatively

"Penalties and violations may affect a person's ability to qualify despite the fact that they have sufficient hours to qualify for benefits. This
is because those persons who have penalties or violations charged against them must have more hours to qualify for benefits the next time

that they file a claim. Our analysis did not cover this scenario.

®The Canada Out-of-Employment Panel (COEP) Survey is based on quarterly samples of 5,000-9,000 individuals who have job separations.
The COEP Survey is specifically designed to provide an additional source of information for understanding El impacts. The survey is
conducted on behalf of HRDC by Statistics Canada and provides detailed information on individuals' employment history, job search activities
and outcomes, training, receipt of UI/EI benefits, and household incomes, financial assets, and debts.

YPlease see Annex 1 in the 1997, 1998, 1999 or 2000 Monitoring and Assessment reports for a description of the hours-based system, the

divisor rule, and other elements of the reform.
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stable.® This stability reflects both increased
work effort and the favourable labour market
that prevailed between 1997 and 2000, which
provided greater opportunities for claimants to
work longer.

Chart 10: Proportion of Regular
Claims affected by the Divisor Rule
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While the increase in workforce attachment
was greatest in Atlantic Canada, the divisor still
has a greater impact on claimants in that
region. In the Atlantic region, 5.8% of
claimants were affected by the divisor.

In recent years, there have been questions
raised about El coverage and about how to
measure the degree of support El provides to
unemployed Canadians. The monitoring and
assessment process is continuing to look into
this important subject from a number of
approaches.

One method of measuring coverage is the
beneficiary to unemployed (B/U) ratio. The B/U
ratio is a broad measure, comparing the
number of people on El regular benefits with

the total number of unemployed people at any
given time. Analysis indicates that the B/U ratio
was in decline for most of the decade leading
up to El reform in 1996 and 1997. The B/U ratio

was about 45% in 2000/01, unchanged from
1999/00. While the B/U ratio has the advantage
of simplicity, it also includes unemployed

people for whom El regular benefits are not
designed. For example, it includes individuals
who have never worked, those who have not
worked in the past 12 months or individuals
who voluntarily quit their job, and individuals
who were formerly self-employed.

To focus specifically on the degree to which El
provides coverage to the target population,
HRDC and Statistics Canada developed the
Employment Insurance Coverage Survey (EICS).
Results from the EICS indicated that 83.2% of
those for whom the program was designed
were eligible to receive benefits in 2000. This
represents an increase of 2.8 percentage points
over 1999. This is due to increased eligibility
for unemployed adult women, which rose by

6.3 percentage points over 1999, compared to a
1.3 percentage point increase for adult men.
Consequently, differences in El eligibility
between unemployed adult men and women in
2000 have declined significantly, from 7.4
percentage points in 1999, to 2.4 percentage
points (please see Chart 11).

Chart 11: Coverage of
the Unemployed
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“Note that the percentage of claims affected by the divisor varies from the analysis in the 2000 Employment Insurance Monitoring and
Assessment Report. This is due to differences between the COEP data used in last year's report and El administrative data. COEP Survey data
and administrative data numbers often differ because the COEP uses a sample of between 5,000 and 9,000 individuals in 12 cohorts and

relies on self-reporting, whereas El administrative data uses a 10% sample of all El claims and does not rely on self-reporting. Due to missing
cohorts, COEP data was not available for 2000/01. Therefore, the analysis used administrative data.
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In an effort to better understand the issue of
coverage, additional research was undertaken
by HRDC using data from Statistics Canada's
Survey of Labour and Income Dynamics
(SLID).?" The research looks at how effectively
El provides security to employed people (i.e.,
how many employed individuals would be
eligible if they were to lose their job?). To
address this question, simulations were
performed using SLID. Estimates for December
1998 indicate that 88% of all paid workers would
have been eligible for regular benefits if they
had lost

their job at that point in time.

Eligibility was high for both men and women.
Among workers in paid employment, 91% of
men and 84% of women would have qualified
for El. The difference is likely due to
differences in labour market patterns given
that eligibility among women working full

time (96%) was consistent with men employed
full time (97%).

Additionally, analysis on the coverage of the
employed population, using SLID data, shows
that despite substantial variations in regional
unemployment rates, El eligibility would have
been similar in all regions of the country in
December 1998 (see Chart 12). This suggests
that the variable entrance requirements are
effective in adapting to variations in regional
labour markets.

Chart 12: EI Eligibility
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Concern has also been raised about the impact
of the new entrant and re-entrant rule. One of
the objectives of El reform was to encourage
stronger labour force attachment, particularly
among youth. To this end, people who enter
the labour market for the first time (new
entrants) and those who had limited work
experience in the last two years (re-entrants)
need 910 hours to qualify for El instead of the
variable entrance requirement for the region.
These rules were designed to ensure that
workers, especially young people, establish a
more significant attachment to the labour

force before collecting El benefits. Previous
Monitoring and Assessment reports have found
that this measure was working as expected by
encouraging stronger labour force attachment,
particularly for youth.

A recent HRDC study using COEP data indicates
that new entrants and re-entrants are 13% less
likely to make a claim. This number has not
changed since El reform. Further, the study
indicates that a significant portion of new
entrants and re-entrants are working more

hours in order to qualify for benefits, with the
proportion working between 910 and 1,050
hours increasing from 37.6% pre-reform to
55.7% post-reform. Another COEP study
estimates that as a result of this increased work
effort, only 2% of individuals who would have
had enough hours to qualify in their region

lost their eligibility due to the new entrant and re-
entrant rule.

The SLID data also showed that new entrants
and re-entrants to the labour force were less
likely to qualify (52%). However, new entrants
and re-entrants were also more likely to be
younger, part-time workers, many of whom
were concurrently pursuing an education.
Youth were less likely to qualify for El in 1998
(63%) than workers 25 years and older (92%)
primarily because 45% of youth paid workers

#Canada's Survey of Labour and Income Dynamics (SLID) contains detailed longitudinal information on the labour force history of a sample

of 30,000 Canadians.

19




2001 Monitoring and Assessment Report

were new entrants or re-entrants compared to
only 12% of adult workers.?

It should be noted that El coverage extends
beyond income benefits. As will be discussed
in Chapter 3, Part Il of the El program also
assists workers through the provision of
Employment Benefits and Support Measures
(EBSMs). Coverage under Part Il includes
former claimants and non-insured individuals,
as well as active claimants.

Entitlement and Duration

This section reviews the number of weeks of
entitlements versus the actual number of weeks
of entitlement used. El reform reduced the
maximum benefit period from 50 to 45 weeks,
but this change only affects claimants that have
long periods of labour market attachment in

high unemployment regions. The hours-based
system was expected to increase entitlement for
those who work more than 35 hours a week,
because the additional hours worked were not
counted under the previous weeks-based
system. An HRDC study using COEP survey data
from 1995/96 and 1997/98 found that the
average entitlement period remained at about
the same level before and after the reform,
though the impact varied among groups.
Reflecting differing gender-related employment
trends, entitiement dropped by 0.4 weeks for
women but increased by 0.2 weeks for men.

Average entitlement remained stable between
1999/00 and 2000/01. This can be explained by
the fact that entitlement is based on both the
number of hours of insurable employment and
the regional rate of unemployment. As noted

in Chapter 1, the average unemployment rate
fell by only 0.4 of a percentage point in 2000/01
compared to 0.8 of a percentage point in
1999/00.

Given that some claims extend over two fiscal
years, the most recent data available with respect
to the amount of time spent on claim, covers
claims established in 1999/00. Regular claimants
who established claims in 1999/00 received an
average of 20.6 weeks of El benefits, down
almost a half-week over 1998/99, the fourth
consecutive decline since reform. Chart 13 shows
that the proportion of entitlement used has
declined slightly since El reform. This reduction in
time spent on claim reflects the strong labour
market conditions that prevailed in 1999 and
2000. ltis important to note that El

administrative data shows that regular benefits
claimants used only about two-thirds of their
entitlement, on average, in 1999/00. Further, in
the communities section, discussed later in the
report, it is noted that, even in communities with
high unemployment, claimants generally use less
than 70% of their entitlement, on average.

Chart 13: Proportion of Entitlement
Used by Regular Claimants
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Duration of benefits was longest for claimants
in Newfoundland and Labrador (27.7 weeks)
and Prince Edward Island (25.4 weeks),
reflecting the high proportion of seasonal
workers in these provinces and longer
entitlement periods due to higher rates of
unemployment. Average duration was lowest in
Alberta (18.3 weeks) and Ontario (18.5 weeks)
reflecting strong labour markets in 1999/00.

“ltis important to note that since October 1, 2000, re-entrants who had taken an extended leave from the labour force to care for
young children are no longer considered re-entrants and qualify for El with the same number of hours as other claimants in their

region.
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Reductions in the average number of weeks paid
occurred in all provinces and territories with the
exception of the Northwest Territories (+0.4 weeks)

and Prince Edward Island (+0.1 weeks). The largest

declines were in New Brunswick (-1.3 weeks),
Alberta (-1.1 weeks), Quebec (-0.7 weeks) and
Saskatchewan (-0.6 weeks).

The average weeks paid remained relatively
stable for both women (21.1 weeks) and men
(20.2 weeks), down 0.6 and 0.4 weeks,
respectively. The average duration for youth
was 20.0 weeks and 21.9 weeks for older
workers.

During EI reform, concerns were expressed that
the legislative changes could result in higher take-
up rates for social assistance. In particular, there
were concerns that the reduction in the maximum
period of entitlement from 50 to 45 weeks and
the changes to the eligibility criteria could mean
that more people would move onto social
assistance. Although no new COEP data is
available, previous analysis indicated that only
about 12.4% of those claimants who exhausted
their claims, moved to social assistance. This is
less than before El reform. Further, the
proportion of El claimants exhausting their
benefits declined substantially following reform
and has remained relatively stable in the ensuing
years. Since El reform, the number of claimants
exhausting their benefits has declined by 33.6%
from 665,710 in 1995/96 to 442,210 in 1999/00.
Even more dramatic has been the 42.6% decrease
in frequent El claimants exhausting their benefits
over the same time period. Consequently, given
that coverage rates increased, exhaustion rates
decreased, and the proportion of entitlement
used remained relatively stable in 2000/01, there
is no reason to believe that take-up rates for
social assistance have increased.

Family Supplement

About 10.0% of all regular beneficiaries or
135,430 regular benefits claimants received the
Family Supplement in 2000/01. This was down
slightly from 10.7% in 1999/00. This decline is
consistent with an increase in family earnings
due to the strong labour market of the past

few years.

Total Family Supplement payments declined
5.9% to $116.5 million, reflecting increased
benefit levels. Although women only
accounted for 39.4% of all regular claims,
61.4% of Family Supplement payments were
made to women. The average weekly top-up
was $44 per week, unchanged from last year.
However, average weekly benefits for regular
claimants receiving the Family Supplement
increased by about $4 to $266, following the
overall trend for regular benefits.

Intensity Rule

As noted earlier, the intensity rule was
eliminated on October 1, 2000. Therefore, the
results below reflect the impacts of the
intensity provision for a period of only six
months.

Comparing the first half of 2000/01 to the first
half of 1999/00, the number of regular claims
affected by the intensity rule declined 1.0% to
191,670 (please refer to Annex 2.16). This
represents about 35% of regular claims,
roughly the same proportion as in 1999/00.
Women and men were affected equally in
2000/01 (49.2% and 50.8%, respectively),
whereas men had been more affected (53.6%)
than women (46.4%) in 1999/00.

Benefit Repayment Provisions (Clawback)

As was noted earlier, the benefit repayment
provisions were designed to ensure claimants
with high incomes repay some of their benefits.
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Between 1998 and 1999 the number of regular
claimants affected by the clawback increased by
24.4% to 111,528, while the amount repaid by
them grew by 49.1% to just over $140.1 million
(see Chart 14). The larger increase in amount
repaid was indicative of a combination of two
factors: the previous program usage for regular
benefits, which affected both the repayment
rate and the repayment income threshold, and
increases in income, which affected the amount
subject to repayment. About 92% of claimants
repaying regular benefits were men and their
repayments accounted for over 94% of all
regular benefits repaid.

Chart 14: Proportion of Regular
Claims with Benefit Repayment, 1999
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Work While on Claim

Under El, regular beneficiaries are allowed to
earn up to $50 a week or 25% of weekly
benefits, whichever is higher, with no reduction
in El benefits. Any earnings beyond this level
are deducted dollar-for-dollar from benefits.
The aim of this provision is to encourage
claimants to maintain their labour force
attachment and accept work without adversely
affecting their El claim. In 1999/00,% a total of
744,090 or 53.9% of regular claimants reported
working while they were on claim (please refer
to Annex 2.14). This includes claimants who
worked while on claim and still received some
benefits for those weeks, as well as claimants

who earned enough to reduce their benefits to
zero for some weeks.

As reported in previous Monitoring and
Assessment reports, there has been a steady
decline in the proportion of regular claimants
reporting work while on claim, since El reform.
This trend continued in 1999/00 as the
proportion who work while on claim decreased
from 56.2% to 53.9% compared to the
previous year.

In order to determine whether the design of the
provision was creating disincentives to work,
analysis of work patterns was undertaken.
Results indicated that for claimants who work
while on claim, earnings from a week of work
affect benefits received depending on how
much is earned in that week:

« If the claimant earned less than the maximum
allowable earnings, then these earnings act
as a top-up to the benefits paid as there is no
reduction in benefits paid. Weeks with
earnings below the maximum allowable
represent 6% of all El weeks worked.

* In cases where claimants work for only part of
a week and earn more than the maximum
allowable earnings, benefits are reduced
dollar-for-dollar for each dollar earned over
the allowable earnings amount. As some
benefits are paid for the week, it is counted as
a week of entitlement used. This can create a
situation where there is little financial
incentive for claimants to accept work for only
part of the week. This work pattern
represents 26% of all EI weeks worked.

In fact, analysis showed that first-time and
occasional claimants were much more willing
to accept a partial week of work than
frequent claimants. Of the El weeks worked
by first-time claimants, 41% were partial
weeks, compared to 31% for occasional
claimants and 18% for frequent claimants.

ZAnalysis of the work while on claim provision is lagged by one year in order to ensure that claims are

complete.
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« If the claimant works a "full week" and earns
enough to completely offset El benefits,
benefits are reduced to zero. As no benefits
are received, this week does not count as a
week of El entitlement used and the length
of the claim is, in effect, extended by one
week. Weeks with benefits reduced to zero
represent 68% of all El weeks worked.

This suggests that the design of the provision
may be flawed as claimants appear to be
hesitant to work while on claim unless they can
reduce their benefits to zero and keep that
week of entitlement for later use.

The design of the work while on claim
provision will be further analyzed.

lll. FISHING BENEFITS

1. Overview

Given that the employment circumstances of
fishers emulate an employer/employee
relationship, El extends benefits to self-
employed fishers. In 2000/01, fishing claims
increased by 11.0% over the previous year, from
25,438 to 28,229 (please refer to Annex 2.6).
Claims by men increased by 8.8%, from 21,899
to 23,828, while claims by women increased
24.4%, from 3,539 to 4,401, suggesting a
continuous trend of increased participation by
women within the industry. Claims increased
substantially in Prince Edward Island (18.5%),
Newfoundland and Labrador (13.2%) and

British Columbia (7.5%), with a slight increase in
New Brunswick (2.2%) and remained stable in
Nova Scotia (+0.1%).%

Fishers received $235.6 million in El fishing
benefits in 2000/01, an increase of 8.6% from
1999/00. This may be partly a result of a net
increase (5.5%) in the value of resources
harvested,® as fishing benefits paid are tied
to

the value of resources harvested. The
elimination of the intensity rule may also have
contributed to the increase in fishing benefits
paid.

Chart 15 shows that total fishing benefits paid
increased in all of the major fish-producing
provinces except Nova Scotia (-9.8%). The most
significant increases in fishing benefits paid
occurred in Quebec (24.3%) and Newfoundland
and Labrador (15.3%). Average weekly benefits
increased by 3.0% (or $11) to $377 in 2000/01.
It should be noted that this is about 27% higher
than average weekly regular benefits of $297.
This reflects the fact that fishers generally earn
their annual income over a relatively short
period of time and therefore may have higher
weekly earnings than other workers. Slight
increases were observed in all provinces with
maijor fisheries except British Columbia, where
average weekly benefits increased by a much
larger amount (8.6%).

Chart 15: Fishing
Benefits Paid
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In 2000/01, frequent claimants made up 77.1%
of fishing claims, up from 74.7% in 1999/00.
Frequent claims increased by 14.6% in 2000/01,
following a 10.9% increase in 1999/00.

At the provincial level, substantial increases in
frequent claimants were observed in Quebec
(49.2%), Newfoundland and Labrador (26.4%)

#Although fishing benefits increased by over 50% in Quebec, the absolute number of fishing claims is relatively small compared to the

other fish producing provinces.

%please note that while some species increased in value, others declined. However, overall there was a net increase in value of fish

stocks.
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and Prince Edward Island (16.8%). Small
increases were also noted in New Brunswick
(3.0%) and British Columbia (3.2%). Nova
Scotia was the only major fish-producing
province to record a decline in frequent claims
(-1.9%).

2. Reform Elements

Earnings-Based System and Qualifying Period

One of the most fundamental EI changes for
fishers involved eligibility based on insured
earnings instead of weeks of work. Under the
earnings-based system, fishers can qualify for
benefits with a minimum of between $2,500

and $4,199 in insured earnings from fishing. For
new entrants and re-entrants to the labour

force, a minimum of $5,500 of insured fishing
earnings is required to qualify. The requirement
is lower for those claiming special benefits.

Analysis indicates that the change to eligibility
based on dollars of insured earnings did not
limit access to fishing benefits. In 2000/01,
97.6% of claimants qualified with more than
$5,000 in insured earnings, essentially
unchanged from 97.5% in 1999/00. Given that
fishers' earnings average well above the
variable entrance requirement, fishers are
qualifying for benefits without difficulty.

It is also important to note that, under El, the
fixed season and qualifying periods were
expanded by eight weeks in 1996. The
combination of this change with the relatively
low earnings requirement has made it easier for
fishers to qualify for fishing benefits in two
consecutive seasons. They are able to fish in the
winter months and start the summer benefit
period earlier, and then fish again in the
extended summer fishing season to re-qualify
for benefits. Good seasonal conditions and
harvests made over short periods allow fishers
to establish multiple claims.

As shown in Chart 16, 3,050 fishers (10.8% of
fishing claims) claimed fishing benefits in two
consecutive seasons (not necessarily within the
same fiscal year), up 1.6% from the previous
year. The proportion of multiple claims to all
fishing claims is significantly higher in Quebec
(28.8%) and New Brunswick (21.5%).

Chart 16: Claims in
Consecutive Seasons
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Family Supplement

Ten percent of fishing claimants (or 2,819 fishers)
received the Family Supplement. Total Family
Supplement payments to fishers declined by
34.8% to just under $1.4 million and the average
weekly benefits for fishers receiving the Family
Supplement declined slightly (-$3) to $372. It
should be noted that this average was slightly
below the average weekly benefit of $377 paid
to all fishers, but 39.8% higher than the average
weekly benefit for regular claimants receiving
the Family Supplement ($266).

Intensity Rule

Given that most fishing claims occur in the
third quarter of the fiscal year and the

intensity rule was eliminated before these
claims were filed, it is not possible to do an
accurate year-over-year comparison of fishing
claims affected by the intensity rule in 2000/01.

It is important to note that the removal of the
intensity rule is expected to have a noticeable
impact on fishing claims given that 82.9% of all
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fishers had their weekly benefits reduced in
1999/00, the last full year that the intensity
rule was applied.

Benefit Repayment Provision (Clawback)

In 1999, both the number of fishers affected by
the clawback and the amount that they repaid
increased substantially, by 54.9% and 81.2%,
respectively. In each of the previous two years,
a higher number of fishers were affected
because the proportion of those with a history
of repeat use of El increased. The large increase
in the amount of benefits repaid is due in part
to the lowering of the income threshold when a
claimant makes repeat use of the program, as
well as increases in the incomes of fishers.

IV. SPECIAL BENEFITS

1. Overview

El provides three types of special benefits:
maternity benefits, payable to biological
mothers for work missed as a result of
pregnancy and childbirth; parental benefits,
payable to both biological and adoptive

parents due to a separation from work to care
for a newborn or an adopted child; and
sickness benefits, payable to claimants who are
too ill to work.

Effective December 31, 2000, changes were
made to enhance the duration, accessibility
and flexibility of parental benefits. As a result,
the number of hours of insurable employment
required to qualify for all special benefits was
reduced from 700 to 600 hours.

In 2000/01, there were 425,550 new special
benefits claims, an increase of 6.0% from
1999/00 (please refer to Annex 2.8). As in past
years, women continued to account for about
three-quarters (72.6%) of all special benefits
claims. About 12% of claims for special benefits

were made by youth, which is about the same
proportion as in 1999/00. The average number
of weeks for which special benefits were paid
increased, averaging 19.7 weeks compared to
19.4 weeks in 1999/00.

Total special benefits payments increased by
5.2% to $1.8 billion. About 19.7% of all total
income benefits paid were special benefits,
compared to 13.6% paid before reform.
Average weekly benefits increased by 2.1% to
$281 (please refer to Annexes 2.9 through 2.12
for details on special benefits). As shown in
Chart 17, 39.8% of special benefits paid were
maternity benefits, 26.6% were parental
benefits, and 33.6% were sickness benefits,
about the same distribution as last year.

Chart 17: Special
Benefits Paid by Type
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Maternity and Parental Benefits

Claims for maternity benefits decreased
marginally in 2000/01, declining by 0.1% from
175,800 to 175,620. Total payments for maternity
benefits were $727.8 million, up 0.7% from
1999/00. The average weekly benefit level for all
maternity claims was $287, an increase of 1.2%
from 1999/00.

As noted above, effective December 31, 2000,
changes were made to parental benefits that
affected the duration and flexibility of the
benefits. The duration of parental benefits
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increased, from 10 weeks to 35 weeks, while
flexibility was increased by allowing parents
sharing parental benefits to only serve one two-
week waiting period. In addition, parents can
earn the greater of $50 or 25 percent of their
weekly parental benefits without a deduction. It
should be noted, however, that since these
changes only affect the last three months of the
current reporting period, it is still too early to
assess the impacts of these changes in terms of
take-up and duration of use.

Claims for biological and adoptive parental

benefits increased by 5.2%, from 170,620 to
179,560. This is the first year that parental claims
have exceeded maternity claims. Of particular
note is the significant increase in biological
parental benefits claims by men. In 2000/01, men's
claims for biological parental benefits increased by
44% from 9,030 to 13,000. It is important to note
that in the fourth quarter, men's claims for
biological parental benefits increased by 62.6%, in
line with the introduction of the new parental

leave provisions. There was no change in adoptive
parental benefit claims for men.

Total payments for parental benefits were
$486.7 million, up 3.2% from 1999/00. The
average weekly benefit for biological parents
was $297, an increase of 0.9%. Average weekly
benefits for adoptive parents declined 2.7% to
$343. It should be noted that some employers
supplement El maternity and/or parental

benefits by offering a top-up.

Almost all claimants collecting (biological)
parental benefits were women (92.7%), and
87.3% of those in receipt of (adoptive) parental
benefits were women. Recent analysis using
COEP data indicates that 90% of women who left
their employment for maternity leave had

enough hours to qualify for benefits. This was
unchanged with the move from a weeks-based to
an hours-based system. Administrative results
also indicated that parents were using close to
their full entitlement of maternity and parental

leave. The average number of weeks for which
maternity benefits were paid was 14.5 weeks, or
96.7% of their entittlement (15 weeks). The
average number of weeks for which parental
(biological) benefits were paid was 9.8 weeks.
Adoptive parents in receipt of the parental

benefit were on claim for an average of 12.2 weeks.

While the increased use of parental benefits was
a positive indicator of the success of the new
provisions, it must be noted that 2000/01 was a
transition period from the previous parental
benefits regime to the new longer and more
readily accessible regime. As a result, it is too
early to draw any firm conclusions about the
impact of the changes and whether or not they
will be sustainable.

Sickness Benefits

After increasing by 6.0% in the previous

reporting period, the number of sickness claims
once again increased by 8.4% to 252,670.
Women accounted for a slightly smaller share of
sickness claims with 58.9% versus 60.0% last
year. Claims by men increased 11.3% to 103,860
and claims by women increased 6.4% to 148,810.

Total payments for sickness benefits increased
13.1% to $615.4 million. The average weekly
benefit level for sickness claims was $268, an
increase of 2.9% over 1999/00. The average
number of weeks for which sickness benefits
were paid was 9.3 weeks, or 62% of entitlement.
At the provincial level, claims increased in all
provinces, with the largest increases in Manitoba
(15.8%), Nova Scotia (14.2%) and Newfoundland
and Labrador (13.6%).

In a continuous effort to monitor the use of
sickness benefits, an analysis using El
administrative data and historical labour market
trends was undertaken. Results indicated that
two-thirds of the increase in sickness claims since
El reform was attributable to "pure" sickness
claims: that is, claims that are not combined

with regular or maternity/parental benefits. This
result suggests that the growth in sickness claims
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is attributable to underlying trends in the labour
market. It appears that most of the growth in
pure claims since El reform has been the result
of a combination of growth in paid
employment, an aging population and year-to-
year volatility in claims.®

The remaining one-third of the increase was
attributable to rising mixed claims, or sickness
benefits claims in conjunction with either regular
or maternity/parental benefits. The primary
factors behind the increase in mixed regular
claims appear to be demographic changes in the
El-eligible population,? an increase in the use of
short-term casual weeks of sickness benefits®
and an increase in the number of hours worked
due to a strong labour market.

Mixed maternity/parental claims had increased
substantially in recent years, but slowed during
this reporting period. It is possible that the
decline in 2000/01 was due to parents planning
the birth of their children in order to qualify for
the enhanced parental benefit regime. Given
that the new special benefits cap has been set to
50 weeks, up from 30 weeks, it is unclear
whether this upward trend in mixed sickness and
parental benefits will continue.

2. Impact of Reform Elements

Hours-Based System

As in past years, the vast majority of special
benefits claimants had a strong labour force
attachment and most claimants had little
difficulty in qualifying for benefits. In addition,

the lower entrance requirements effective for
December 31, 2000, meant that 2,060 women
qualified for maternity benefits that otherwise
would not have under the 700-hour

requirement. Similarly, claims for parental
benefits increased by 1,880 and claims for
sickness benefits rose by 1,600 as a result of the
change to the entrance requirements.

Family Supplement

About 22% of maternity and parental benefit
claimants and 13% of sickness benefit
claimants received the Family Supplement in
2000/01. Receipt of the Family Supplement
increased by 3.5%, 10.0% and 6.9% for
maternity, parental (biological) and sickness
claimants, respectively. The average weekly
top-up for special benefit claimants increased
5.9%, from $39 to $42. About $41.6 million in
Family Supplement benefits were paid to
special claimants, an increase of 12.1%
compared to the $37.1 million paid in 1999/00.
Family Supplement benefits paid to maternity
claimants increased by 8.2% and those paid to
parental (biological) claimants increased by
10.4%, while those paid to sickness claimants
increased by 17.5%.

The Family Supplement appears to be helping
low-income families claiming special benefits
to stay on claim longer. The average number
of weeks for which special benefits were paid
to low income families was 23.0 weeks in
2000/01, compared to 19.0 weeks for claimants
not receiving the top-up. This indicates that, at
low benefit rates, the Family Supplement top-

“This volatility may be related to the industries where paid employment growth occurs. When growth in paid employment occurs in
industries that do not tend to provide comprehensive employment benefits, such as many of those in the services-producing sector, claims for

sickness benefits will increase.

?’Some provisions introduced in the 1996 reform impacted the demography of the El-eligible population. For instance, the new entrant and re-
entrant requirements made it more difficult for youth to qualify for regular benefits. Also, the switch to an hours-based system increased
eligibility for older, part-time workers. As a result, the average age of the El-eligible population in the case of mixed claims increased.

Casual weeks of sickness benefits refer to sickness benefits claimed within an ongoing claim that do not exceed four weeks. In these cases,

a medical certificate is not required.

29Depending on the variable entrance requirements in a particular region, the number of hours required to qualify for special benefits may
be higher than the number of hours required to qualify for regular benefits. Consequently, claimants who are eligible to receive regular
income benefits may not have enough hours to qualify for sickness benefits. Therefore, when the economy and labour market are strong,
claimants increase their hours of work and, as a result, they may become eligible for sickness benefits.
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up has a more pronounced impact on the
length of time that an individual remains on
claim.

Benefit Repayment Provisions

30
ﬁlea‘%)gglt%x year is the last year that special
benefits recipients had to repay benefits under
the benefit repayment provision. Under Bill C-2,
those receiving special benefits are exempt from
the benefit repayment provisions, effective in
the 2000 tax year.

In 1999, the number of individuals who repaid
special benefits increased by 27.5% to 13,627.
As shown in Chart 18, the total amount repaid
grew proportionally by 28.7% to $13.6 million.
About 1% of all special benefits were repaid by
3.2% of special benefits recipients in 1999.
About 66% of special benefits claimants who
repaid benefits in 1999 were women.

Chart 18: Benefit Repayment,
Special Claimants
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*Prior to the passage of Bill C-2, special benefits claimants with a net income above $48,750 were required to repay 30% of their
net income above the threshold or 30% of benefits, whichever is less.
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This chapter provides information on the
Employment Benefits and Support Measures
(EBSMs) and, in transfer provinces/territories,
similar programs and services delivered through
the Labour Market Development Agreements
(LMDAs). It also provides information on EBSMs
in Ontario where no LMDA has been signed.

LMDAs reflect offers made to
provinces/territories with respect to EBSM
delivery. These agreements exist in two forms:
co-managed agreements and transfer
agreements.” In those jurisdictions with co-
managed agreements, each provincial/territorial
government has assumed joint responsibility for
the planning and evaluation of active
employment measures, while HRDC continues to
deliver programs and services through its service
delivery network. In those jurisdictions with
transfer agreements, provincial/territorial
governments have assumed full responsibility

for the design and delivery of active

employment measures funded through the El
program. Please refer to Annex 3.1 for an
overview of the LMDAs.?

l.
OVERVIEW®

1. Labour Market Context
As outlined in Chapter 1, strong employment

growth continued in 2000/01, although at a
slower rate than in 1999/00.

2. Methodology

HRDC has simplified its method of producing
data for 2000/01 by using only those data
provided by the province, territory, or HRDC's
own client system. In previous years, HRDC's
pay system was also used to capture client
information. This refinement was necessary to
strengthen the principle of accountability and
enhance data integrity. This also simplifies the
reconciliation of data between HRDC and
transfer provinces/territories where
provinces/territories use their own systems for
client information.

In general, changes introduced in the present
report have had a slight impact on the number
of interventions (-4.6%) and clients served (-
4.2%). Data suggest that had changes in
methodology not been implemented for
2000/01, intervention and client counts would
have remained approximately the same as in
1999/00. Tables 1 to 3, in the text, present data
using the new methodology and how it would
have appeared had no change been made.

To better understand this chapter, the reader
should also be aware that differences in service
delivery and labour market conditions exist
across the country. As a result, comparisons
across jurisdictions are difficult.

3. EBSMs

EBSMs is the federal terminology for the active
benefits and measures established under Part 1|
of the Employment Insurance (El) Act. In

"In Nova Scotia the agreement is known as a framework for a Strategic Partnership and resembles a co-managed agreement.
2For more information on LMDASs, please refer to the Employment Insurance 2000 Monitoring and Assessment Report, at http://www.hrdc-

drhc.gc.ca/ae-ei/loi-law/eimar.shtml.

*Numbers quoted throughout this report may differ from those published in HRDC's Departmental Performance Report (DPR). The DPR is
based on information available at the end of August and does not necessarily reflect year-end figures.
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provinces/territories with transfer agreements,
the key features of the programs remain

similar to the federal EBSMs, with the details of
the delivery and design of the programs being
determined by the province/territory
responsible (see section 63 of the EI Act).
Partners, such as Aboriginal organizations also
deliver EBSMs as part of pan-Canadian
activities.*

There are four Employment Benefits® (Targeted
Wage Subsidies, Self-Employment, Job Creation
Partnerships® and Skills Development) and
three Support Measures (Employment
Assistance Services (EAS), Labour Market
Partnerships and Research and Innovation).
Employment Benefits are generally considered
to be interventions of a longer duration (long-
term interventions), while the EAS Support
Measure (which includes Employment
Assistance Services Interventions, Employment
Group Services (EGS) and Individual
Counselling)” and the Employment Benefit
Supplément de retour au travail in Quebec are
shorter in duration (short-term interventions).
Please refer to Annex 3.2 for a description of
EBSMs.

The remaining Support Measures (Labour
Market Partnerships and Research and
Innovation) are mechanisms through which
more general assistance can be provided to
groups. They are not directly available to
clients. Labour Market Partnerships (LMP) may
be used to assist employers, communities or
employer/employee organizations (e.g., unions

or sector councils), in the development and
implementation of strategies for dealing with
human resource requirements, such as creating
more career development opportunities for
youth. In this example, no direct assistance is
provided to youth, but the project is designed

to create more opportunities for youth in
general. Research and Innovation projects help
identify better ways of helping clients to

obtain and keep employment. Such projects
may involve activities related to labour market
studies for a specific labour market concern,
such as emerging occupations.

4.

Eligibilit _

To be eligible for Employment Benefits funded
through the El Account, individuals must be
unemployed and have a current El claim (active
El client) or a claim that ended in the

preceding three years (former El client). Those
who began a maternity or parental claim in the
preceding five years, after which they left the
labour market to care for newborn or newly
adopted children, are also considered former El
clients and are eligible for Employment
Benefits upon re-entry into the labour market.
Support Measures, on the other hand, are
available to all Canadians in need of
employment assistance. Clients who do not
meet the criteria for Employment Benefits are
considered non-insured (non-El clients) and are
eligible only for EAS interventions,

Employment Group Services and Individual
Counselling.

*Pan-Canadian activities are activities that are national or at least multi-jurisdictional in scope or purpose. They may also be used to respond
to special labour market situations that extend to, or affect, the country as a whole.
®Targeted Earning Supplement Benefit was not used in 2000/01 with the exception of the Supplément de retour au travail in Quebec.

®Job Creation Partnerships are no longer used in Quebec.

"The majority of these interventions are delivered under the EAS Support Measure, but may also be delivered through Human Resource Centres
of Canada or provincial points of service. For accountability purposes these activities are considered distinct activities and are tracked and
reported separately under the heading short-term interventions (see Annex 3.4).

®Eligibility is calculated using an administrative process wherein the date a client requests assistance is equated to the creation date of the

return to work action plan.
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5. Clients

In 2000/01, 457,839 clients participated in
EBSMs. On average, clients participated in
1.35 interventions, which is consistent with
that reported in 1999/00 (please refer to
Annexes 3.3 and 3.4). Had the 1999/00
methodology used for counting clients been
used, the number of clients served in 2000/01
would have remained stable (-0.7%) at about
480,000. This stability in clients served, in spite
of the weaker performance of the economy in
the fourth quarter and an increase in El claims,
stems from two factors: (1) there is a lag time
between when a client becomes unemployed
and requests assistance, and (2) not all clients
seek assistance under Part II.

EBSM participants with active El claims
accounted for 62.5% of clients served in
2000/01, 17.4% were former El clients, and
20.1% were non-insured (please refer to

Table 1 and Annex 3.4). The proportion of
clients that were active El clients decreased by
1.3 percentage points. Non-El clients remained
stable (-0.8 percentage points), while former El
clients increased by 2.2 percentage points from
1999/00. As indicated in Table 1, these

Source: Results Data Set
*Data arrived at using new methodology.
**Rounding may result in totals not equalling 100%.

Table 1
Clients served by client type
1999/00 2000/01 2000/01*
Active El Clients 307,283 303,069 286,184
(63.8%) (63.4%) (62.5%)
Former El Clients 73,378 82,596 79,747
(15.2%) (17.3%) (17.4%)
Non El clients 100,621 92,231 91,908
(20.9%) (19.3%) (20.1%)
Total** 481,282 477,896 457,839
(100%) (100%) (100%)

percentages are slightly different using the old
methodology. However, movements in data
direction are unaffected.

The increase in the proportion of former El
clients may be partially the result of positive
labour market conditions in the first three
quarters of 2000/01. This allowed for a greater
focus on those clients who were less job ready.
It should be noted that non-insured clients are
eligible for short-term Support Measures, but
not Employment Benefits. However, non-
insured clients may have access to other
programs offered by HRDC or the
provinces/territories that are not funded
through El Part II.

6.

Interventions’® _

Throughout this chapter the terminology of
short-term and long-term interventions is used
in an effort to simplify the EBSMs for reporting
purposes. This terminology refers to the
duration of a type of benefit or measure. In
general, this intervention classification is
applicable, but in some instances a long-term
intervention may be short in duration or a
short-term intervention may be long.

In 2000/01 there were 619,402 interventions
started. As was the case in past years, short-
term interventions accounted for the majority
(68.5%) of the new interventions in 2000/01.
Long-term interventions accounted for about
29.5% of new interventions. Pan-Canadian
activities accounted for the remaining 2.0% of
new start activity (please refer to Table 2 and
Annex 3.5). Data arrived at using the 1999/00
methodology indicate that the proportion of
interventions accounted for by short-term
(65.3%), long-term (32.6%), and Pan-Canadian
(2.1%) activities would have remained
relatively stable.

°Interventions refer to participants that started in a benefit or measure between April 1, 2000 and March 31, 2001. Note that interventions are
not representative of the number of clients served. For example, one client may have two different interventions, thus resulting in a client

count of one but an intervention count of two.




2001 Monitoring and Assessment Report

Source: Client Data Set
*Data arrived at using new methodology.
** Rounding may result in totals not equalling 100%.

Table 2
EBSM Interventions
1999/00 2000/01 _|2000/01*

Total Long-term 212,090 211,726 182,643
Interventions (32.8%) (32.6%) (29.5%)
Total Short-term 423,798 424,387 424,387
Interventions (65.6%) (65.3%) (68.5%)
Pan-Canadian 9,951 13,316 12,372
Interventions (1.5%) (2.1%) (2.0%)
Total** 645,839 649,429 619,402

(100%) (100%) (100%)

The mix of interventions, in any given
province/territory, are determined through a
variety of means including, but not limited to,
community consultations, assessments of
economic conditions and the environment in
which service delivery must take place.
However, foremost in determining what option
would improve a particular client's
employability are the specific needs of the
client.

Clients are assessed for job readiness before
starting an intervention and, in many cases,
they are determined to be job ready. Under

these circumstances, clients may be best served

through a short-term intervention such as

those received under the EAS Support Measure.

However, in some instances, a short-term
intervention may be used as a vital first step to

prepare a client for entry into a subsequent long-
term intervention. In other instances, short-term
interventions, such as job finding activities under
EAS, are used as a final step to help clients find
work after they have obtained specific skills from

a long-term intervention.

Program delivery strategies differ from
jurisdiction to jurisdiction in order to meet the
needs of the local labour market and,
therefore, the use of short- and long-term

interventions across jurisdictions varies. LMDAs

provide provinces and territories with the
flexibility to ensure that client needs are met at
the local level.

Assessment of the data tend to indicate that
long-term interventions are accessed more
often in those parts of the country where the
labour market is weaker and clients face more
barriers to employment. It also shows that
short-term interventions are accessed more
often in those areas where the labour market
is relatively strong and clients tend to be job-
ready. This, however, does not preclude the
use of long-term interventions to address
clients' needs for basic skills.

To illustrate the use of the interventions
described above, some regions/provinces
provided examples of the use of different types
of interventions. For example, in jurisdictions
where unemployment is high and job
opportunities more scarce, long-term
interventions are necessary to assist clients in
attaining higher levels of skills. Assistance
derived from long-term interventions allows
clients to compete with a smaller pool of
workers for more skilled jobs. In other areas,
where economic conditions are more
favourable, long-term interventions are used
primarily as a means of addressing skill
shortages.

The composition of the labour market will also
determine the type of intervention that is most
suitable. For example, some local labour
markets are comprised of a number of
industries that do not require high literacy
levels. As these industries decline, many
individuals with strong attachment to the
labour force find themselves unemployed with
low levels of literacy and skills specific to a
collapsing industry. Such clients not only
require basic upgrading to improve literacy
levels but also training to provide them with
skills suitable to an evolving labour market.
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In such cases, clients may require a mix of
interventions suitable to address their
employment needs.

Long-term Interventions

In 2000/01 there were 182,643 long-term
interventions, which accounted for 29.5% of
the total interventions started. Had the
1999/00 methodology for counting
interventions been used, long-term
intervention counts would have remained
stable at approximately 212,000.

As was the case in previous years, interventions
that involve formal training were accessed

more often than other types of long-term
interventions. As shown in Table 3, in 2000/01,
nationally more than 7 of every 10 long-term
interventions were in Skills Development. Skills
Development accounted for the majority of long-
term interventions in all jurisdictions, although to
varying degrees. This reflects a continued
emphasis on increasing skills as a means to
help clients find and keep employment. Please
refer to Annex 3.5 to view provincial/territorial
variations in long-term intervention usage.

Table 3

Distribution of Interventions

by Type of Long-term Intervention (%)

1999/00* 2000/01 2000/01**

Targeted Wage 26,096 29,701 29,671
Subsidies (12.3%) (14.0%) (16.2%)
Self-Employment 14,538 13,414 11,244
(6.9%) (6.3%) (6.2%)

Job Creation 18,591 14,147 11,127
Partnerships (8.8%) (6.7%) (6.1%)
Skills 152,865 154,464 130,601
Development (72.1%) (73.0%) (71.5%)
Total*** 212,090 211,726 182,643
(100%) (100%) (100%)

Source: Client Data Set

*Skills Development for the purposes of this table brings together
the results of Purchase of Training, Project Based Training and
Skills Development.

**Data arrived at using new methodology.

***Rounding may result in totals not equalling 100%

Short-term Interventions

The number of short-term interventions
remained stable (+0.1%) at 424,387 in
2000/01. Short-term interventions accounted
for 68.5% of all interventions delivered
(please see Annex 3.4 and Table 2 above).
Had the 1999/00 methodology been
employed, the proportion of short-term
interventions would have remained relatively
unchanged (-0.3 percentage points) from
1999/00.

As shown in Table 4, EAS and Individual
Counselling interventions, as a proportion of
short-term interventions, increased by 4.2 and
5.3 percentage points, respectively, from
1999/00 levels, while during the same period,
Employment Group Services (EGS) declined by
8.3 percentage points. Much of the decline in
EGS is the result of improvements in EGS policy.

Table 4

Distribution of Short-term Interventions
by Type of Short-Term Intervention (%)

1999/00 | 2000/01

Employment Assistance Services

Support Measure*

Employment Assistance 276,897 294,770

Services Intervention (65.3%) (69.5%)

Employment Group 94,645 59,408

Services** (22.3%) (14.0%)

Individual 40,387 62,961

Counselling (9.5%) (14.8%)

fit

Supplément de retour 11,869 7,248

au travail (2.8%) (1.7%)

Total*** 423,798 424,387
(100%) (100%)

Source: Client Data Set

*Please note that these numbers also include some assistance
carried out by Human Resource Centres of Canada rather than
external service providers.

**EGS includes only active El clients. An EGS intervention is not
counted where another intervention has been recorded. Other
programs in this table count all interventions regardless of status
or the presence of another intervention. As a result, EGS is
underestimated in this table.

***Rounding may result in totals not equalling 100%.
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The policy specified the type of activities that
could be counted under EGS. This resulted in
some interventions, previously recorded under
EGS, to be more accurately recorded.
However, an increase in EAS and Individual
Counselling interventions in 2000/01 was
noted. Intervention counts for EGS include
only active El clients who did not take part in
any other intervention. This differs from EAS
and Individual Counselling, which include
counts for all interventions regardless of client
status or the presence of another intervention.
The numbers for 2000/01 in Table 4 above
reflect these factors and must be interpreted
with these factors in mind. Further, Table 4
reflects a national perspective. For
provincial/territorial variations in short-term
intervention usage please refer to Annex 3.5.

Pan-Canadian Activities

Pan-Canadian activities include Labour Market
Information Services, which range from career
counselling tools and education information to
workplace dynamics and information on labour
market trends. HRDC's information services
and products are delivered through the
National Employment Service, which is
legislated by the EI Act.

In 2000/01, there were 12,372 interventions
recorded as pan-Canadian activities (please see
Annex 3.5). Some of these were delivered
under Fisheries Restructuring and Adjustment
Measures but most of the interventions relate

to the Aboriginal Human Resources
Development Agreements (AHRDA). It should
be stressed that numbers reported under pan-
Canadian activities only refer to El Part Il
activities. For example, Part |l expenditures

account for about one-quarter of the total
funds allocated to the Aboriginal Human
Resources Development Strategy with the
remaining three-quarters coming from the
Consolidated Revenue Fund.

Il. FINANCIAL
EXPENDITURES™"

Expenditures on EBSMs are dependent on
many factors, such as the number of clients
served and the number of interventions
started, as well as the type, duration and cost
of a particular intervention. For example, Skills
Development is impacted by the cost of
training, which may fluctuate from one year to
the next. Similarly, Targeted Wage Subsidies
(TWS) are dependent on, among other things,
the duration of the supplement. However, the
needs of the client are the main determinant
of the type of intervention(s) required and
subsequently impact expenditures. Other
factors, such as positive economic conditions
and program administration changes, also
impacted expenditures in some jurisdictions in
2000/01.

In 2000/01, total program expenditures from
the El Account, excluding LMDA
administration costs for transfer regions,
declined by 2.4% to about $2.3 billion from
$2.4 billion in 1999/00. Of this amount $1.9
billion was spent on Part Il expenditures,
which included $1.7 billion in regular Part II
and another $192 million in Part Il pan-
Canadian. Part | benefits paid to active El
clients participating in EBSMs and pan-
Canadian activities accounted for $398 million,
down 3.6% from $413 million in 1999/00
(please refer to Annexes 3.6 to 3.8).

"%Although this chapter reports mainly on expenditures for El Part Il active measures, in some instances clients may receive Part | or Part Il
funding or a combination of both. HRDC allows active El clients to continue receiving regular El benefits (Part I) while taking part in
Employment Benefits. As one of the conditions for receiving El benefits, the individual must be available for work, which they would not be

if they were engaged in training, a job creation project or setting up their own business. Part Il funding is sometimes provided to active El
clients to assist them with additional costs associated with taking part in a program or service. In the case of former El clients, funding comes

solely from El Part I1.
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Long-term interventions account for a smaller
share of total interventions delivered than do
short-term interventions. However, as shown
in Table 5, long-term interventions account for
a larger portion (58.6%) of total EBSM
expenditures than do short-term interventions
(20.6%), since they tend to be more expensive
to deliver because of their duration. Spending
on short-term interventions increased by $29.1
million (7.9%) and accounted for 20.6% of Part
Il expenditures. "Other" expenditures, which
include expenditures on pan-Canadian
activities, such as the Aboriginal Human
Resources Development Strategy, decreased by
$15.5 million (3.7%) from 1999/00 and
represent 20.8% of total expenditures.

Table 5
EBSMs
Expenditures by Intervention ($000)
Year | 1999/00 l 2000/01
Part Il
Long-term 1,191,460 | 1,136,089
Interventions (60.2%) (58.6%)
Short-term 370,818 399,966
Interventions* (18.7%) (20.6%)
Other (includes 418,148 407,797
Pan-Canadian)** (21.1%) (20.8%)
Total Part [I*** 1,980,426 | 1,938,852
(100%) (100%)
Part |
EBSMs and Pan-Canadian 412,542 397.817
Part | and PTrt 1]
Total Expenditure 2,392,068 12,336,660

Source: Client Data Set and the Corporate Management System
*No expenditures were recorded against either Employment Group
Services or Individual Counselling since these are mostly salary
items that are recorded under departmental and
provincial/territorial operating budgets. As a result, expenditures
for short-term inverventions are somewhat understated.

**LMDA administration costs for transfer provinces/territories are
not included. Includes $7.3 million for Fisheries Restructuring and
Adjustment Measures.

***Rounding may result in totals not equalling 100%.

Expenditures on long-term interventions as a
proportion of total expenditures have declined
each year since El reform in 1996. This is
consistent with positive labour market
conditions that have prevailed over this period.
The use of long-term interventions, and
therefore expenditures, decline in times of
strong labour market performance.

In previous reports, detailed average cost
calculations were included in this chapter. Due
to differences in service delivery from
jurisdiction to jurisdiction, average cost
calculations do not present an accurate picture
of average cost per intervention for this
reporting period.

lll. RESULTS

The results in any one jurisdiction must be
assessed in terms of the changing mix of
programs and services offered to clients, the
needs of the client population, and labour
market characteristics. For some types of
interventions, expenditures in one year do not
produce results until the following year.
Therefore, current year results may not
correspond to current year expenditures.
HRDC reports on its key indicators (please refer
to Annex 3.9) and other data, such as the
number of interventions (please refer to
Annex 3.5).

1. Returns to Work™
and Unpaid Benefits™

For 2000/01, a total of 206,004 EBSM clients
returned to work.” The return to work of
active El clients before the end of their benefit
period resulted in $730.4 million in unpaid
benefits in 2000/01 (please refer to Annex 3.9).

""Returns to work" is a success indicator that refers to the number of insured participants (including current and former Part | claimants)

who are working in paid employment and have received support through Employment Benefits.

12"Unpaid benefits" is a success indicator that refers to the amount of unpaid Part | benefits to active El clients. It is determined as the
difference between an individual's maximum entitiement to regular income benefits and the actual payout of such benefits.

®Overall results do not include an additional 4,651 returns to work and $8.8 million in unpaid benefits following Aboriginal EBSM

interventions. Results for Aboriginal peoples are included separately in the section entitled Aboriginal Human Resources Development Strategy.
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Until recently, HRDC did not have the capability
to differentiate between non-insured clients
and former El clients in the results process.
During 2000/01 the methodology for
calculating returns to work was modified to
fully comply with the reporting conditions
outlined in the LMDAs. The LMDAs specify
that only active and former El clients are to be
counted in the return to work indicator. As a
result of this refinement, the overall returns to
work for 2000/01 do not include non-insured
clients.

Employment Group Services

Employment Group Services focuses on job
search activities. The group sessions are
conducted in an interactive environment to
provide the individual participants with the
opportunity to learn and develop the

knowledge and skills they need to return to
work. The sessions include subject matter such
as: job search techniques; job application
processes; job interviews; and career and
occupational choices.

Results for Employment Group Services (EGS)
reflect active El clients who participated in a
group session where the content was geared
toward getting clients back to work quickly.
Results indicate that 20,058 returns to work
were attributable to EGS in 2000/01, which
translated into unpaid benefits in the amount of
$121.3 million. EGS accounted for 9.7% of alll
returns to work and 16.6% of unpaid benefits.

Reported EGS returns to work and unpaid
benefits were lower than those in 1999/00.
This is due to the new policy for EGS described
earlier under short-term interventions. The
decline in EGS activity is also reflected in the
results for overall returns to work and unpaid
benefits. It is important to note that this policy
change accounts for much of the overall
decline in returns to work and unpaid benefits.

"Alberta apprentices are slightly overstated. Please see footnote 5 in Annex
3.9.

Apprentices

The federal government recognizes the
importance of apprenticeship as a means of
assisting clients in attaining or maintaining
skills. As such, apprenticeship is supported
through Skills Development. Participants in the
apprenticeship program receive income
support payments from the federal

government through the El Account.
Individuals who follow an apprenticeship
program participate in a combination of on- the-
job and classroom training for trades and
occupations that have been identified by the
provinces/territories. Data pertaining to
apprentices in this chapter include clients who
received benefits from El Part |, Part Il or a
combination of both.

Apprenticeship is used by some
provinces/territories as the key method to
address skill shortages. In such areas, returns
to work and unpaid benefits attributable to
apprentices will be higher than those in areas
of the country where apprenticeship is not
emphasized. For example, Alberta places a
strong emphasis on apprenticeship as a means
of addressing skill shortages. Apprentices
account for approximately 58% of unpaid
benefits and 40% of returns to work in
Alberta.” Similarly, in Saskatchewan
apprentices accounted for about 76% of
unpaid benefits and 56% of returns to work.
This compares to 26% of unpaid benefits and
12% of returns to work nationally.

In 2000/01, returns to work for clients who
took part in the apprentice component of Skills
Development declined by 6.9% to 24,414,
compared to 26,210 in 1999/00 (excluding
Aboriginal results). Taking into account the
decline in overall returns to work as a result of
the change in EGS policy, the proportion of
returns to work attributable to apprentices
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remains the same as that reported in 1999/00,
at about 9%.

In contrast to returns to work results
associated with apprentices, unpaid benefits
increased by $18.7 million to $189.9 million in
2000/01, compared to $171.2 million in
1999/00 (excluding Aboriginal results). Taking
into account the effect of the EGS policy, the
proportion of unpaid benefits accounted for

by apprentices was about 19% in 2000/01,
which is relatively stable (+0.7 percentage
points) over 1999/00.

Aboriginal Human Resources
Development Strategy

Under the Aboriginal Human Resources
Development Strategy (AHRDS), Human
Resources Development Canada negotiates
agreements with Aboriginal organizations to
give them the authority to design and deliver
employment programs and services that reflect
and serve Aboriginal needs at the community
level. Aboriginal Human Resources
Development Agreement (AHRDA) holders
typically perform a number of activities in the
delivery of their programs and services. These
activities may include, but are not limited to,
budget/target negotiations, building
organizational capacity, program promotion,
identifying/counselling/approving clients,
determining client needs and evaluating
program results.

In 2000/01, AHRDA holders, in cooperation
with HRDC, administered programs similar to
EBSM that resulted in the return to work of
4,651 Aboriginal clients. This is an increase of
8.5% (365 individuals) over the returns to work
for Aboriginal clients in 1999/00. Unpaid
benefits increased by 13.7%, to $8.8 million in
2000/01, compared to $7.7 million in 1999/00.

The increase in Aboriginal peoples returning to
work and the resulting increase in unpaid
benefits are attributable to an improved
understanding of AHRDS programming and

service delivery throughout the HRDC service
delivery network and the Aboriginal
organizations involved. As well, HRDC has
refined its method of data capture. Aboriginal
organizations have also contributed to this
increase by improving data capture practices.
The increase in the average weekly benefit
rate, noted in Chapter 2, is also partially
responsible for the increase in unpaid benefits.

IV. PARTICIPATION OF MEMBERS
OF DESIGNATED GROUPS

HRDC provides information on participation in
employment programs and services for four
designated groups: women, persons with
disabilities, Aboriginal peoples, and visible
minorities (please refer to Annexes 3.10
through 3.13). Information on designated
groups is dependent on voluntary self-
identification. Consequently, some year-to-
year differences may be due to differing levels
of self-identification rather than actual
changes in participation. Additionally, while
progress has been made, incomplete data
capture continues to contribute to the problem
of underreporting of designated group
participation. Nevertheless, the data provides
a general indication of designated group
participation. HRDC will continue to monitor
and assess the situation in its effort to improve
the accounting for designated groups in
EBSMs.

For 2000/01, Employment Group Services
interventions have been excluded from the
calculations for designated groups on the basis
that the information required to do the
designated groups calculation is not available
in all Group Services data. Participation in
individual EBSMs remains comparable to
previous years, as does the total for
participation in long-term interventions.

Overall this provides a more accurate reflection
of designated group participation.
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1. Women

In 2000/01, women participated in 45.5% of
the interventions delivered. Women were
more likely to take part in short-term
interventions than long-term interventions.
The representation of this group was 49.0% in
short-term interventions and 38.3% in long-
term interventions. Conversely, men were
more likely to take part in long-term
interventions than short-term interventions.
The representation of women in long-term
interventions is heavily affected by the
apprentice element of Skills Development
where the participation of women is
historically low.

The participation of women in long-term
Employment Benefits remained relatively
unchanged with a 0.2 percentage point
decrease from 1999/00. The participation of
this group within long-term interventions
was highest in Job Creation Partnerships
where an increase of 6.9 percentage points
raised participation to just under 50%.
Participation of women in Self-Employment
increased by 1.3 percentage points, but
remained stable in Targeted Wage Subsidies
(-0.5 percentage points). The participation
rate of women in Skills Development
declined slightly (-1.1 percentage points),
which accounted for the slight decline in the
overall participation of women in long-term
interventions.

The participation rate of women in short-term
interventions in 2000/01 is consistent with the
participation rate reported in 1999/00. This
group’s participation in EAS increased slightly
to 50.1% from 49.2%. Women's participation
in Individual Counselling and the Supplément
de retour au travail in Quebec declined 0.8 and
1.7 percentage points respectively.

2. Persons with Disabilities

Persons with disabilities received 3.7% of all
interventions delivered in 2000/01. An increase
occurred in all interventions, except for
Individual Counselling, where participation
declined slightly (0.7 percentage points), to
4.1% in 2000/01 from 4.8% in 1999/2000. The
largest increases in participation for persons
with disabilities occurred in Job Creation
Partnerships (2.6 percentage points) and in EAS
interventions, which reached 4.5% in 2000/01,
compared to 2.6% in 1999/00. Overall,
participation by this group in long-term
interventions increased by slightly less than a
percentage point (0.8 percentage points).

3. Aboriginal Peoples

In 2000/01, Aboriginal peoples participated in
7.1% of interventions delivered. Aboriginal
peoples were more likely to participate in a
short-term intervention than in a long-term
intervention. The participation of Aboriginal
peoples in long-term interventions declined to
2.9% in 2000/01, compared to 4.0% in 1999/00.
Decreases occurred across all long-term
interventions with the exception of Skills
Development, which increased slightly (0.3
percentage points). Participation of Aboriginal
peoples in EAS interventions and Individual
Counselling increased 1.3 and 3.3 percentage
points respectively.

4. Members of Visible Minorities

Members of visible minorities participated in
5.2% of the interventions delivered in 2000/01.
The participation rate of this group in long-
term interventions declined 0.2 percentage
points to 2.5% in 2000/01, compared to 2.7%
in 1999/00. Among long-term interventions,
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participation of visible minorities increased in the summative evaluations. An expert panel,
Self-Employment and Job Creation Partnerships comprised of private sector evaluators,
(0.9 and 0.2 percentage points respectively). academics and HRDC evaluation

representatives, was asked to review and
suggest modifications to the current
methodology. Based on the panel
recommendations, an advanced
methodological approach reflecting recent
technical developments in results measurement
is being developed to evaluate programs and
services offered under the LMDAs. This
methodological approach will also be applied

in Ontario, which does not currently have an
LMDA. Although an effort will be made to

V. specify common methodological elements and
EVALUATION™ basic indicators in order to have points of
comparison among the regions, the specific
concerns of the provinces and territories will be
included.

Among short-term interventions, visible
minority participation was highest in EAS
where this group accounted for slightly less
than 8% of all interventions. Members of
visible minorities were twice as likely to take
part in a short-term intervention than in a
long-term intervention.

Summative evaluations of the LMDAs, which
will provide reliable and valid information
concerning a program's impacts and
effectiveness, are underway in three provinces:
British Columbia, Newfoundland and Labrador,
and Quebec.

In addition to the work to evaluate the LMDAs
on a broader basis, HRDC has also carried out
work in preparation for joint federal-provincial
pilots to test the feasibility of using

operational data to monitor and report on
EBSM effectiveness on an ongoing basis. It has
been determined that the Medium-Term
Indicator (MT]) pilot will test a methodology

for tracking participant outcomes over the
medium term (up to three years). Agreements
have been reached with two provinces to pilot
MTI and discussions are ongoing with a third.
The MTI projects, and the associated pilots,
support HRDC's commitment to monitor and
report upon the effectiveness of EBSM
programs delivered under LMDAs to the
greatest extent possible.

In British Columbia, officials of the federal and
provincial governments met to discuss the
summative evaluation. A consultant has been
hired to prepare a work plan and discussions
are currently underway to begin the next
phase of the evaluation. Federal/provincial
consultations have taken place on summative
evaluations in Newfoundland and Labrador
and further collaborative work is underway to
move ahead with this evaluation. Quebec is
undertaking the summative evaluation of the
LMDA in consultation with the federal
government.

Much research and consultation has been
carried out to ensure that state-of-the-art
methods and research designs in estimating the
impacts and effects of programs are used in

"®The LMDASs call for two types of evaluations: formative and summative. The Employment Insurance 1999/00 Monitoring and
Assessment Report provided information on the formative evaluations completed to March 31, 2000. This included findings from: Alberta,
British Columbia, Manitoba, New Brunswick, Newfoundland and Labrador, the Northwest Territories, Nova Scotia, Prince Edward Island,
Ontario, Quebec and the Yukon. In 2000/01, formative evaluations were well advanced in Saskatchewan and Manitoba and will be
finalized in 2001/02. Definitions of formative and summative evaluations, as well as formative evaluation findings reported in previous
Monitoring and Assessment reports can be found at http://www.hrdc-drhc.gc.ca/ae-ei/loi-law/eimar.shtml.
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Chapter 4 - Program Administration

This chapter reports on the efforts made to
provide high quality services to Canadians and

assesses the 1996 changes made to the financing

structure of Employment Insurance (El).

I. QUALITY SERVICE INITIATIVES

Key Facts

* 1.8 million new and 0.54 million renewed
claims annually (see Chapter 2 for more
details)

96.6% of claims in pay within 28 days

Over 320 points of service

70% of claimants file their claims at El kiosks

56% of claimants chose to be on direct
deposit

34% of claimants chose to use telephone
declaration for their biweekly reports and are
on direct deposit, eliminating 3.5 million
pieces of mail

The Automated Voice Recognition System
(AVRES) answers around 29 million calls
per year and El Telephone Centres handle
7 million calls

Thousands of Canadian families benefited
from changes to the maternity and parental
provisions introduced in December 31, 2000

HRDC worked with unions, advocacy
organizations and employer groups to
communicate the maternity and parental
changes to Canadians

In 2000/01, HRDC redesigned its Insurance
Web site to provide better access to
information on Canada's most important
social insurance program

» 87% of client appeals to the Board of
Referees were scheduled for a hearing within
30 days of the date the appeal was received

'"The Balanced Scorecard for El was in fact implemented on April 1,
20041

1. Balancing Service Delivery

In a continuing effort to improve the
administration of the El program and provide
better service to clients, HRDC introduced a
national policy on El claims processing in
2000/01. When claimants apply for El, they are
asked to return to the local office once they
have received their Record of Employment
(ROE) form. Claimants are assured that the
processing of their claim will not be delayed as
a result of this requirement, as all claims are
processed according to the date that the claim
begins, not the date that the ROE is received.
If clients are unable to obtain the ROE in a
timely manner, HRDC will process the claim
without the ROE. This new system allows for
more timely and accurate claims processing,
and improves service to Canadians.

Development of a "balanced scorecard"
approach to performance measurement, that
is, an appropriate balance between speed of
service and quality of service, continued during
2000/01." National speed of service for
scheduling of client appeals was 87.0% in
2000/01. This reflects a 2.5% improvement
from the previous year, and is the highest level
attained in the last five years. The
implementation of the Appeals Delivery
Management System has allowed everyone in
the appeals system to better target where
improvement is needed.

2. El Quality Management Initiative
(Quality and Accuracy)

To maintain and enhance the quality of
decision making, and to address the El error
rate and the overall service quality at the local
level, HRDC put in place the EI Quality
Management Initiative. The main goal of this
initiative was to implement a framework for
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continuous improvement of the quality of all
aspects of service delivery. This initiative is
solidified through a national Quality
Management Policy that is reviewed and
updated every year. Quality monitoring and
feedback to staff are essential elements of the
Policy’s implementation.

In addition, a National Insurance Quality
Management Committee was formed to
oversee this initiative. Each region develops
and implements an action plan to redress
situations where improvement is required.
Staff involved in the delivery of services
provide feedback leading to improvements.

Each region provides quarterly reports to
National Headquarters detailing actions taken
to improve services. National workshops for
regional quality co-ordinators are held twice a
year to review and update the Quality
Management Policy, and to address quality
improvement issues.

3. El Appeals

One of the pillars of El is the right of a
claimant or employer to appeal a decision.
HRDC has made a number of important
changes to make the El appeal process more
accessible, including the use of telephone and
video conferencing.

The first level of appeal is to the Board of
Referees (BOR). Three members comprise the
BOR. These members are selected based on
nominations from labour and business
organizations (one-third each) plus a neutral
Chairperson. All are members of their
community, with no ties to HRDC. El appeals
are heard in 83 appeal centres across Canada.
In 2000/01, BORs heard 31,000 appeals, about
1.2% of all new and renewed claims. Twenty-
five percent of El appeals resulted in a change
to the decision of the Department. Appeals

are normally heard within 30 days of the date
received.

The second level appeal is to the Umpire. Last
year, Umpires heard 3,100 appeals of BOR
decisions, the vast majority (over 90%) from
the appellant. This represents a substantial
reduction in the number of appeals going to
the Umpire in prior years, reflecting greater
confidence in the decisions of the BORs.

The third level of appeal is to the Federal Court
of Appeal (FCA). This is outside the scope of
the Act, but the BOR and the Umpires are
bound by FCA decisions.

The appeals system continues to be improved
through enhanced training of BOR members,
the introduction of a "balanced scorecard"
approach to increase appellant confidence, and
a user-friendly Internet site of significant El
jurisprudence.

4. El Internet Development

El Internet development is based on two
pillars: El Services to Employers and El Services
to Individuals:

El Services to Employers

El Services to Employers is a multifaceted
initiative that seeks to streamline how
businesses provide payroll information to
HRDC. The two initial components under
review are the ROE Web and Automated
Earning Reporting System (AERS) redesign.

In 1998, HRDC management approved a formal
project to develop the ROE Laser Print
application for national deployment. In 1999,
after the national roll-out of ROE Laser Print,
HRDC looked into applying new developments
in technology to further automate ROE
processing using the Internet and Web
technology. ROE Web is a phased project to
develop and implement a suite of applications
enabling government-to-business transactions
over the Internet. It involves accepting secure,
Web-based transmissions of Record of
Employment (ROE) data from employers, using
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Public Key Infrastructure (PKI) technology that
provides authentication, encryption and digital
signature on the transactions. This initiative will

improve services to Canadian businesses, improve

administration of the El Fund, and reduce
administrative costs.

Key activities will be undertaken in 2001/02 to

redesign the AERS. This system, in place since the

early 1980s, allows employers to report payroll
data to HRDC, which is used to detect and deter

abuse against the El Account. The present system

is restrictive in that only certain payrolls can be
accepted. The redesign will remove the
restrictions on the payroll types as well as allow
employers to report their data via the Internet.

El Services to Individual Canadians

The EI Appli-web project is designed to allow El
claimants to apply for benefits via the Internet.
The pilot started in London, Ontario in

February 2001.

Appli-web will be expanded to one lead site in
each region during fiscal 2001/02. In addition,
significant enhancements are being introduced,
including the Interactive Fact-finding System

(IFFS) and Secure Channel. IFFS is a rules-based,

interactive system that will replace the annexes
and questionnaires currently used to obtain
additional information from clients. Secure
Channel increases the level of security available
on the Appli-web system by allowing claimants to
enter a password as an additional means of
identification.

5. The Readability Project (formerly
the Plain Language Project)

The Readability Project was conceived during El
reform and began with a partnership with the
Department of Justice forged in early 1997. lIts
purpose is to rewrite and reformat the El
legislation to make it more accessible and easier
to understand for Canadians. It respects the
current El legislation and legal rules, and makes
no substantive policy changes to the EIl program.

An Advisory Group has been formed through the
Employment Insurance Commissioners for
Workers and Employers to include our partners
from the private sector, government, academia,
unions and advocacy groups, thereby ensuring
broad consensus.

After preliminary phases involving intensive
research, development of a new structure for the
Act and experimental drafting, the project went
into production mode in September 2000 with
full-time staff. Drafting of the new version of

the El Act is progressing at a steady pace and
consultations are ongoing in regard to the
drafting of the text and other plain language
techniques.

The tabling of the Employment Insurance Bill
could be as soon as early 2003. The resultant
product could serve as a prototype for future
legislative drafting in Canada.

6. Telephone Services

HRDC continues to provide a choice to
Canadians of how they access services - in
person, by telephone, via the Internet, etc.
General inquiries and payment details are
answered using the El automated voice
response applications. Claimants can also
access expert service for complex inquiries,
claim renewal and non-discretionary decisions
from 11 call centre sites across Canada.

The HRDC Call Centres Vision and Blueprint for
Action (2001-2003) provides an action plan for
positioning El and Income Security Programs
Call Centres for the future. To promote Call
Centres as a workplace of choice, a recruitment
and retention strategy will be developed,
including training and career development,

and tools designed to support service delivery.
A consistent, national telephony platform will
simplify the systems maintenance, and
reporting functions.
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Usage of Teledec (telephone declaration) and
Direct Deposit has continued to increase (i.e.,
to 58% and 56% usage respectively in
2000/01). This has resulted in faster service
compared to traditional paper processes.

7. Staff Training

Training for Insurance staff continues to receive
high priority as HRDC "walks the talk" as a
learning organization. A national training

policy will be implemented in 2001/02 to
establish a training framework that will

support the Insurance program within the
context of the corporate service delivery policy.

Knowledge-based training products for claims
processing staff are reviewed and maintained
on an annual basis to ensure consistency in
services provided to clients. New legislation
training on Bill C-32% was successfully delivered
via Business Television this year and it was then
incorporated into existing training products.

Competency-based training for frontline staff is
a priority for the El program. A course on
Client Interviewing, Fact-finding and
Documentation will be tested during the
summer of 2001, and five regional "training

for trainer" sessions will be available by the
end of the fiscal year. A redesign of the
Appeals Argumentation Course will be released
to the regions in summer 2001. Finally,
training needs analysis for a comprehensive
Communication Skills Program for all claims
processing staff will be completed this fiscal
year.

Training for Investigation & Control (I&C)
Officers, Clerical Investigators, as well as for
those who manage this function was either
piloted or completed during 2000/01 in various
formats. Three classroom-training courses
were piloted, including Managing 1&C Activities

(which addresses the quality management
process, operational monitoring, reports, and
performance indicators); Interviewing
Techniques for Clerical Investigators; and the
Investigative Strategy for I&C Officers.

Because of the heightened interest in the
Social Insurance Number (SIN) file, two training
courses were developed to assist investigators
with the conduct of SIN investigations, and on
the issue of identity fraud. They will be ready
for pilot in the next fiscal year.

Six new Web-based training courses were
posted to the 1&C Intranet site, as Distance
Learning becomes a popular and efficient
method of acquiring new learning.

8. Social Insurance Number

The EI Act provides for the administration of the
SIN. The role of HRDC is to process SIN
applications, maintain the Social Insurance
Registry and to ensure the integrity of the SIN
program by investigating cases of fraud or
misuse.

The new Personal Information Protection and
Electronic Documents Act went into effect in
January 2001. It will help to safeguard the
privacy of Canadians and will guide the use of
the SIN in both the private and public sectors.

A SIN public awareness campaign began in order
to inform the general public and employers on

the use of the SIN and how to protect it against
abuse. For example, a number of
pamphlets/flyers were created by HRDC to
educate the public on the proper use of their SIN.

The Auditor General's 1998 report concerning the
management of the SIN recommended
improvements in the administration of SIN
activities. HRDC has responded positively and has

“Bill C-32, the Budget Implementation Act, received Royal Assent on June 29, 2000. This legislation contained amendments to the
Employment Insurance Act to implement the enhanced parental benefits. Parents of children born, or placed in the parent's care for
adoption, on or after December 31, 2000, are eligible for the enhanced parental benefits.
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made improvements in a number of areas
including annotating (flagging) the accounts of
5.6 million SINs in 2000/01 (up from 5.4 million
the previous fiscal year) that have not been used
in the last five years.

The number of SIN investigations nationally has
doubled since 1998/99. A new performance
measure, "SIN Investigations Completed," has
helped in this regard.

In 2000/01, HRDC implemented a balanced
approach to improve the integrity of the Social
Insurance Registry (SIR). A four-point action plan
has been implemented: working with provincial
vital statistics agencies to obtain tombstone
information necessary to maintain SIN integrity
and prevent fraud; maintaining and making
further improvements to SIR data integrity;
tightening control of the SIN application-taking
process and increasing the number of SIN
investigations; and continuing the SIN Public
Awareness Campaign.

9. Employment Insurance and
In-Person Services

In-person service delivery is constantly evolving
since it is inspired by the needs of citizens. In
order to play a proactive role in this evolution,

a new approach for in-person services is being
developed. Clients will have access to current
information, adapted to their needs, at the

first point of contact.

10. Group Information Sessions

Group Information Sessions help clients
understand their rights and obligations, thus
allowing them to make informed decisions
regarding their El benefits. They also provide
an opportunity to inform clients of services
available to help them become re-employed.

All regions have made commitments to
implement Group Information Sessions in all of
their Human Resources Canada Centres

(HRCCs). To help implement this initiative,
National Headquarters staff has visited HRCCs
in various regions to assess the sessions given,
to provide feedback and to make
recommendations for additional improvements
where necessary.

An exit survey was completed by clients who
attended Group Information Sessions to
determine their effectiveness. Nationally, the
results reflected that our clients found the
sessions very helpful, informative and
beneficial.

11. Investigation & Control Savings

In 2000/01, Investigation & Control activities
shifted emphasis to prevention and deterrence
activities. This shift resulted in a slight
reduction in savings to the El Account, from
$573 million in the previous fiscal year to

$553 million in 2000/01. This represents
savings of $9.23 for every dollar spent on these
activities. Total savings were comprised of
overpayments ($181.5 million), administrative
penalties ($98.9 million), and the value of
benefits not paid out ($272.7 million).

12. Undeclared Earnings

As reported last year, the Canada Employment
Insurance Commission had adopted a new
regulation in December 1999 designed to
eliminate the practice of assigning undeclared
earnings into a calendar week where the
claimant did not work and had no earnings.

As intended, it allowed earnings to be
accurately applied to and deducted from
benefits in respect of the precise period during
which they were earned.

However, ongoing monitoring found that,
despite the regulatory change, there were still

a significant number of cases where the
undeclared earnings rules resulted in
unfairness. More specifically, the rules resulted
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in overpayments when there were undeclared
earnings in some weeks of a period of
employment and the rules required the
earnings to be allocated over the entire period.
Analysis indicated this could be addressed by

repealing the applicable regulation (Regulation 15).
The HRDC Standing Committee also recommended

such a change.?

13. El Economic Regions

Under the El program, specific entrance
requirements and benefit entitlements depend
on the unemployment rate in the applicable
economic regions, which are established under
the legislation. The El Regulations require that

El regions be reviewed at least every five years.

As reported last year, the Department carried
out its five-year review of the EI economic
regions during 1999/00. The resultant revised
regulations were adopted in two phases in July
and September 2000. Transitional measures
were implemented in two new regions in order
to gradually phase-in changes over three years
so that people can adjust to the new
boundaries. HRDC is using a formula that
averages the unemployment rate in the Bas-St-
Laurent - Coéte Nord Region with the rate in the
Gaspésie-lles-de la-Madeleine Region and the
unemployment rate in the Madawaska-
Charlotte EI Region with the rate in the
Restigouche-Albert Region. These measures

applied to claims processed as of September 17,

2000. Employment measures were also
introduced to assist individuals in these two
regions who required help due to the non-
retroactivity of the regulatory changes.

14. 60" Anniversary of

Enur ,

The reporting period marked the 60"
anniversary of Unemployment Insurance (Ul) in
Canada. The first Ul bill was passed in 1940

and premiums began to be collected in 1941.
Ul, now ElI, has seen many changes over the
years, as it has evolved to reflect changes in
the Canadian labour market and economy.
Benefits have been added and the rules and
the program updated many times, but it has
remained true to its original principles: to
provide income support to Canadians between
jobs and to reintegrate Canadians who lose
their jobs into the workforce as quickly as
possible.

Il. FINANCING STRUCTURE

1. First Dollar Coverage

In 1997, El reform brought in a new method
for calculating premiums. Employers and
employees now pay premiums on all earnings
beginning from the first dollar, up to an annual
maximum of $39,000. This system extends
coverage to all workers and is also easier for
employers to administer than the previous one,
which used a weekly minimum and maximum
for calculating insurable earnings. The removal
of the weekly minimum as a criterion for
eligibility also had the effect of bringing
workers with low incomes into the system.
Furthermore, the use of annual Maximum
Insurable Earnings as opposed to weekly
maximums equalized the contributions of
workers with similar annual earnings but
different work patterns (e.g., seasonal
workers).

2. Premium Refunds

To reduce the impact that first dollar coverage
would have on low-income earners, individuals
with $2,000 or less of insurable earnings have
their premiums refunded under the El
program.

*The regulation was, in fact, repealed effective August 12, 2001. This means that the treatment of undeclared earnings returns to the

pre-1996 rules.
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In 1999, 886,147 individuals received a premium
refund, 5.7% more than in 1998. The amount
refunded to these individuals was $20 million.
Although this represents a decrease of 12.1%
over 1998, this was partly due to the decrease

in the premium rate from $2.70 to $2.55. Of
those receiving the refund, 56% were women
and 40% were youth.

3. New Hires and

Youth Hires

Programs’

The New Hires Program was a two-year
program that provided transitional relief to
small firms facing an increase in El premiums in
1997 and 1998. Under the program, small
businesses with employer premiums up to
$60,000 in 1996 could be eligible to receive up
to $10,000 of assistance in each of the two
years. Firms could receive a 100% refund in
1997 and 25% in 1998, on any increase in
premiums above $250 from the amount that
they contributed in 1996. Firms expected to
benefit from the program included those who
hired new employees and those with part-time
employees who paid El premiums for the first-
time as a result of moving to first dollar
coverage.

Under the New Hires Program, eligible firms
had up to three years to claim their refunds.
The 1997 tax files indicate that for the first
year of the program, approximately $275
million in EI premiums was refunded to 177,000
employers. It is estimated that approximately
336,000 employers were eligible for a premium
refund, a take-up rate of close to 53%. The
1998 tax files indicate that for the second year
of the program, approximately $105 million in
El premiums was refunded to 156,000
employers.

In 1999, a two-year program entitled Federal
Youth Hires began.® It provided El premium
relief for employers who expanded their youth
payroll in 1999 and 2000. All employers (not
just small businesses), who hired youth aged
18 to 24 years during that period, were
entitled to receive some premium relief.
Under the program, the total El premiums
employers paid for youth were no more than
the amount that they paid in 1998. There was
no maximum premium relief amount.

The preliminary 1999 and 2000 tax files indicate
that for the first year of the Federal Youth Hires
program, approximately $184 million was
refunded to 294,000 employers and for the
second year, approximately $239 million was
refunded to 296,000 employers. Employment
gains noted for youth in the 1999 and 2000
reports were a factor in the large refunds as
was the decision to adopt a proactive approach
to processing that ensured that all eligible
employers would receive their refunds without
waiting for their applications to be received.

“For a more detailed description of the New Hires and Federal Youth Hires programs, please see Annex 5.1 of the Employment Insurance

1999 Monitoring and Assessment Report.

®All employers are eligible to participate in this program. Information regarding the program is available at Canada Customs and Revenue
Agency offices and on the Internet at http://www.ccra-adrc.gc.ca (Forms and Publications).
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This chapter integrates the analysis of the
impact of El on the labour market, individuals
and communities. It synthesizes the findings
from previous chapters and examines the
extent to which savings are being achieved.

. OVERVIEW

Throughout this report, it has been noted that
although growth has slowed since the last
reporting period, the Canadian economy and
labour market generally performed well in
2000/01. However, it should be noted that the
growth was unevenly spread across the
reporting period (see Chart 1). The fourth
quarter, in particular, was characterized by an
economic slowdown triggered by declining
demand for consumer goods in the United
States.

Chart 1: Employment Growth vs.
Growth in Regular Claims, 2000/01
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As Chart 1 also shows, new El claims increased
considerably over the reporting period. After a
significant decline (-9.1%) in the first quarter,
new claims began to increase over the second
and third quarters (3.8% and 0.3%,
respectively). Then, in the final quarter of
2000/01, new claims jumped substantially
(8.7%), resulting in an overall increase of about
0.8% or 10,700 new EI claims over 1999/00.

Despite the weaker performance of the
economy and labour market in the final

quarter of the reporting period, the amount of
total income benefits paid declined by 1.0% to
$9.3 billion, with regular benefits paid

declining by 2.7% and fishing and special
benefits increasing by 8.6% and 5.2%,
respectively. This is due to the fact that the
majority of new claims were filed in the final
quarter of 2000/01 and, therefore, most of the
benefits associated with these claims were not
paid until 2001/02. Similarly, participation in
EBSMs during 2000/01 remained relatively
stable in spite of the economic slowdown. This
may be because there is a lag between the
time when a client becomes unemployed and
when that client seeks Part || employment
assistance and also, because not all clients seek
assistance.

Analysis in Chapter 1 has highlighted the
important role of education in labour market
outcomes, particularly in times of economic
slowdown. Generally, Labour Force Survey
data shows that workers with low levels of
education face higher levels of unemployment
than those with more education. The
differential becomes even more pronounced
when economic activity begins to slow and
those with lower levels of education become
much more susceptible to job loss. In fact, a
sharp decline in employment for those with
less than high school and a decline in
employment growth for high school graduates
became evident in the third quarter of 2000/01,
one quarter before the economic slowdown
was measured by economic indicators such as
the unemployment rate. However, those with
a post-secondary education continued to
experience job growth throughout the
reporting period, in spite of the changing
economic conditions.
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Il. EI AND INDIVIDUALS

1. Supporting Working Individuals
and Their Families

El is an important program to working
Canadians and their families, even when the
economy is strong as it was in the first three
quarters of 2000/01. Results indicate that even
with the continued economic growth,
Canadians filed about 1.4 million new regular
claims and 1.8 million new claims overall, and
about half a million people accessed El funded
active measures to help them return to work in
2000/01.

The analysis demonstrates that the El program
is responsive to variable labour market
conditions across different regions, through the
variable entrance requirements (VER). As a
result of the VER, access to El was similar across
all regions of the country despite variations in
unemployment rates and local labour market
conditions. Analysis on coverage indicated that
88% of Canadians in paid employment would
have been able to access El benefits if they had
lost their jobs in December 1998. According to
the Labour Force Survey, over 84% of
Canadians were working in paid employment

in 2000/01.

Nearly 11% of all El claims received higher
weekly benefits because of the Family
Supplement. With the Family Supplement
coming to maturity in 2000, average weekly top-
ups to El benefits increased to $44 in 2000/01.
However, increased earnings from employment
over the past few reporting periods has
reduced reliance on the Family Supplement as
more families have incomes that are higher than
$25,921. In 2000/01, the

number of claims that included the Family
Supplement declined by 4.1% and total
payments declined by 2.3%, over the previous
reporting period.

Analysis in Chapter 2 also indicated that in
1999/00, a total of 744,090 or 53.9% of regular
claimants reported working while they were on
claim." Further analysis has found that there is
a clustering of claims around the threshold of
$50 or 25% of benefits, and that frequent
claimants are much less likely to work while on
claim than first-time and occasional claimants.
The design of the work while on claim
provision will be further analyzed.

In addition to supporting Canadians who are
temporarily out of work, El also plays an
important role in supporting working
Canadians in their efforts to balance their work
and family responsibilities. To offset income
loss during an absence from work while caring
for newborn or newly adopted children,
changes were made to parental benefits that
affect the duration and flexibility of the
benefits, effective December 31, 2000. The
new provisions were in place for only the final
quarter of 2000/01. Therefore, firm conclusions
cannot yet be drawn. However, analysis
indicated that claims for biological and
adoptive parental benefits increased by 5.2%,
which exceeded the number of maternity
claims for the first-time since its inception.
Further, men's claims for parental benefits
increased by 44% (see Chart 2), suggesting that
the new measures have provided the flexibility
to allow more fathers to take a leave from

their employment to help care for their
newborn child. Further monitoring is required
to clearly assess the sustainability of these
impacts.

"The data for work while on claim is lagged by one year in order to ensure that claims are complete.
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Chart 2: Number of Fathers Claiming
Parental (Biological) Benefits
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Claims for sickness benefits increased for the
third consecutive reporting period. Analysis
using EI administrative data and the Labour
Force Survey indicated that most of the change
was a result of fundamental changes in the
labour market. Two-thirds of the increase in
sickness benefits claims since El reform was
attributable to increases in pure sickness claims.
Most of the increase in pure sickness claims was
due to a combination of growth in paid
employment, the aging of the labour force and
year-to-year volatility. The remaining one-third
of the increase in sickness claims was due to
increases in mixed regular and mixed
maternity/parental claims.

2. Women and Men

In previous reports, it was emphasized that the
different labour market patterns of men and
women influence their use of El. This year was
no different. Regular claims by women
declined by 2.5%, while men's claims increased
by 3.1% in 2000/01. The decline in women's
claims reflected the stronger growth in the
services-producing sector, where women tend
to have greater representation, compared to
the goods-producing sector. Men were
particularly affected by the slowdown in
manufacturing, which was the key factor
behind the considerable increase in regular
claims during the fourth quarter. Overall, new
claims by men employed in manufacturing rose
by 19.7% nationally and by 51.1% in Ontario,
which accounts for close to one-half of total

employment for men in manufacturing.
Further, in the fourth quarter, new
manufacturing claims by men in Ontario more
than doubled over the previous year. It should
be noted that 1999/00 was an exceptionally
strong year for the goods-producing sector, in
general, and the manufacturing industry, in
particular. As a result, the magnitude of the
increase in claims in 2000/01 over 1999/00,
appears inflated due to the fact that regular
claims were at their lowest level ever in
1999/00.

Special benefits claims increased by 6.0% over
the previous reporting period and three-
quarters of all special benefits claimants were
women. Recent changes that reduced the
hours required to qualify for special benefits
from 700 hours to 600 hours meant that part-
time workers, the majority of whom are

women, are now able to qualify for special
benefits with as little as 12 hours of work per
week over a year. Additionally, effective for
the 2000 taxation year, special benefits are no
longer subject to the clawback provision. It is
too early to assess the impact of this change as
this provision is administered through the tax
system and the latest data available is for the
1999 tax year. The El program also allows
employers the flexibility to supplement special
benefits.

To provide greater flexibility and to respond to
the realities of dual-earner households, the
duration of parental leave was extended and
the second waiting period was waived when
parents choose to share parental leave. Early
evidence shows that the take-up of parental
leave by men increased substantially (62.6%) in
the fourth quarter of 2000/01, when the new
provisions came into effect. Furthermore,
changes were made to the re-entrant
provisions so that parents who had left the
labour force to care for young children are
subject to the same eligibility requirements
upon re-entry as other claimants in their
region.
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Women were the primary beneficiaries of
provisions aimed at lower income claimants.
Nearly two-thirds of Family Supplement
payments were made to women, despite the
fact that women accounted for less than half
of all El claims. Women also benefited from
the Small Weeks provision more than men,
filing 59% of all claims with small weeks and,
among prime age workers, 62.4% of Small
Weeks claims. Women also represented 56%
of all recipients of premium refunds.

3. Youth and Older Workers

In Chapter 1, it was noted that youth
continued to enjoy strong employment growth
(3.6%), as has been the case in the last two
Monitoring and Assessment reports. However,
declining employment levels for youth in the
third and fourth quarters of 2000/01 resulted in
a 7.3% increase in claims for youth in the
fourth quarter over the previous year.
Historically, youth have been one of the first
groups to be adversely affected in times of
economic slowdown.

Nonetheless, nearly two-thirds of jobs created
for youth in 2000/01 were full time. While this
figure is lower than in 1999/00 when over 86%
of new employment for youth was full time, it
reflects strength in the youth labour market
that prevailed, primarily in the first half of the
reporting period. It should be noted that

many youth who work part-time do so because
they also attend school.

An element of El that has a particular effect on
youth is the higher eligibility requirements for
new entrants. These rules were designed to
ensure that workers, especially new workers,
establish a significant attachment to the labour
force before collecting El benefits. In earlier
reports, it was noted that this element of the
program was achieving its objectives. Results
from a recent HRDC study using COEP Survey

data confirm this, finding that the proportion
of new entrants and re-entrants working
between 910 and 1,050 hours increased from
37.6% before reform to 55.7% in 1997/98.
Further, Chapter 2 indicated that the
probability of a new entrant or re-entrant
making a claim has not changed since El
reform.

Key features of El financing that affect youth
were highlighted in Chapter 4, including
premium refunds and the Federal Youth
H