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!mEMPLOYrv!ENT INSURA}JCE IJ:J CANADA 

* SUMMARY 

The scope of economic science in dealing with existing 

measures of economic policy is confined to judgements, on econ

omic grounds, of how completely and efficiently the measures 

attain their postulated ends. From this viewpoint, the Canadian 

Unemployment Insurance Act, 194Q, is studied by analogy to sim

ilar Acts which exist (or have existed) in Great Britain, Ger

many, and the United states of America. The ends it desires to 

attain are carefully deduced from the provisions of the Act, and 

analysis and analogy, from both the short- and long-run points 
-f"r-

of view, show how eemple~ely, ~fia offieieft~ly the Act will be 
e-o m. p I e I e. y " ~.,t e -t--t i ""- i e ~I y. 

likely to fulfill its aimsA On the basis of conclusions reached 

here certain recommendations are made. The study ends with a 

final evaluation of the Act as it now exists, and of its place 

in the Canadian Economy both during and immediately after the 

war. 

----~----·--~~-----------* also submitted separately. 
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Q:T-IAPTER I : INTRODUCTORY 

A. Plan of the Work. 

In 1935, an Act was passed establishing a national scheme 

of unernployment insura .. nce in Canada; but this measure \·ras later 

declared ultra vires of the Dominion Parlia1nent. rwia .. ckenzie 

King's government, however, initiated similar legislation after 

tl1e constitutional difficulties hindering it vvere rernoved by an 

arnendment to the Britisl1 I\!orth Alnerica .Act. This measure cru11e 

into operation in the summer of 1941. 

This brief "historical introduction" states nothing more 

than the fact that un?mployment insurance now exists in Canada. 

But it is sufficient introduction to our study, which aims at 

being analytical in nature. It is our purpose to investigate 

the Canadian Unemployment Insuran~ Act, 1940, in an attempt to 

determine its probable effects on the Canadian economy. The 

work l1as been arranged witl1in a definite structura .. l forn1. 

nunemployment insurance" as we shall use 1 t is a genero .. l 

term, covering almost all ~ypes of assistance for the jobless 

which are financed Bl a fund previous!Y acc~ulated for this 

purpose. Contributions to an une1nployment insurance fund 1nay 

come from various sources, coverage of workers may be voluntary 



- 2 -

or compulsory, the plan may be national, regional, confined to 

certain classes of workers, to certain industries, or in some 

instances even to a single plant. In different plans, the bene

fits are distributed under varying conditions and according to 

different criteria. In order fully to u11derstand fnll:¥ the 

problem wi tl1 v1hic!1 \ie are dealing, then, we n1ust 1nake a brief 

historical study of various une1nployrnent aid schemes \ihich have 

existed in other countries throughout tl1e vTorld. We shall 

choose for s_Juudy only those plans we llill arbitra..rily designate 

as ur1em:elo~tnent insurance plans; this ernpirical metl1od will en

able us to induce from our study a definition of unen1ployment 

* insurance suitable for our purposes. such a definition is vi-

tally necessary, for since we propose to examine and criticize 

the Cana .. dian Act by the rnetl1od of practical analogy, we must 

be carefu.l to compare it only vli tJ:-1 other true unen1ployrnent in-

surance schemes; confusion on this point has vitiated many other 

studies and criticisma. 

Again, before proceeding to a detailed study of the Can-

adian Act, its aims and objects, a general statement of the 

principles and purposes underlying all social legislation is 

necessary, for proper orientation. We shall inquire into tl1ese, 

then discussing hovl, in certain fields, social insu1--aance best 

carries out the purposes of social legislation, and concluding 

our general study with an inquiry into the way in w!1ich unem

ployment insurance, in dealing v;i th the proble1n of unernploy1nent, 

satisfies these aims.x 

* see Cl1apter II, PartS A and B, below. 
x see Chapter II, Parts C, D, and E, belov-1. 
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We will then be ready for our study of the Canadian unem

ployment insurance scheme. Tl1is study v1ill first take the form 

of a point-by-point comparison '·vi tl1 three other national unem

ployment insura~nce schemes: tl1ose of Great Britain, the United 

* States of America, and Germany. These three are chosen for the 

reason that they are analagous, in all essential respects, to 

the Canadian Act; a comparison with them, and a later criticism 

of the Canadian Act on the basis of a study of their effects, 

may thus be justified. 

In our specific \"rorl\: on the Canadia..n .A.ct, '\ve no\v go on to 

a deduction (from the above, and still using analogy) of the 

** aims, in detail, of the measure. We must then inquire how 

completely, and how efficiently, the Act will carry out these 

ain1s, X and ·what, on the basis of previous experience, its long-
xx # run econo~ic effects are likely to be. The conclusion of 

the thesis vvill contain suggestions, based on criticisms made in 

earlier parts of the work, for improvements in the Canadian Act, 

together with a final evaluation of its worth and a short con-

sideration of the effects of introducing it in wartime. 

B. The scope and .Airns of this Inquiry. 

Since the above is a general outline of the study, an 

apologia for tl1e viewpoint dictating our metl1od of aplJroach 

s11ould be atternpted before proceec.1ing. \\le can o_o tl1is best by 

devoting a few pages to discussion of a distinction which is 

* see Chapter-rrr of this thesis. 
** Chapter IV. 
x Chapter v. 
XX Chapter VI 
I Chapter VII. 
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obvious and comn1only accepted, yet so seldorn discussed tha.,t 1nu.ch 

confusion and "fuzzy tl1inlringu occur, all tl1rough econo~1ic lit

el~ature, on this point; wl1ich is, the scope, aims and n1et11ods of 

economic science, and the function of the economist. In its en-

tirety, this is by no means a simple topic; but there are certain 

fundamentals abOLlt \vhicl1 tl1ere sl1ould be no argument, and these 

will bear re-statement here. 

1. THE SCOPE Al:D AI~1S OF ECOr~roiv!IC SCIE1JCE. 

Professor Pigou, wri tine; of economic science, ( 1 ) has said, 

uit is a positive science of wl1at is and tends to be, not a nor-

* n1ati ve science of vlhat ought to be." This is &~ acceptable de-
sc..ri ptiott\ 
fi ,,; *i: ';1 of economic science; but the scope of the science can-

not be dissociated frow its rnetl1ods, nor, more eslJecially, frorn 

its aims -- and he goes on to say, 

If it were not for the hone that a scientific 
study of men'social actions ma~ lead, not necessarily 
directly orimmediately, but at some time and in sone 
way, to practical results in social improvements, 
then not a fe\v students of these actions vTould regard 
the time devoted to their studies as time misspent. 
Tl1is is true of all sciences, but es1Jecially true of 
Economics. For Economics is a study of mankind in 
the ordinary business of life'; and ••. when we 
elect to watch the play of human emotions that are 
ordinary -- that are sometimes mean and dismal and 
ignoble-- our impulse is not the philosopher's im
pulse, kno\vledge for the sake of knov/ledge, but ra
ther the physiologist's, knowledge for the healing 
that knowledge may help to bring. (2) 

(1): Pigou, A.C., The Economics of Welfare, p. 5. (In all cases, 
pages referred to are those of the editions specified in the 
bibliography to this thesis.) 

* underlining l1ere, Al'JD BET.O\v II\j .b.I.:L CASES VvHERE IT IS r~JOT 
OTHER\·JISE STATED, is my own. 

(2): idem, pp. 4-5. 
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On these grounds, Pigou goes on to construct his "Economics of 

Welfare"; and yet I cannot accept that gree .. t v1orl: as being, pri

marily, a work of economic science. Though Pigou's definition 

of the scope of economics brands it as a no si ti ve science, l1is .._ ___ _ 
idea of its aims involves a moral judgement -- a jud5ement on 

srou.nds not strict~ economic of v1l1a~ oug11t. to be -- t:1us maJ{

ing his book a worlc of normative science, r1l1ich ca .. nnot be econ-

omic science. •t~e must be careful in this criticisrl of Profess-

or Pigou to record that he does justify "'velfare" on purely 

eco11omic grounds; but nevertheless, his metl1od requires a jud_ge-

n1ent of '"'11at econo11ic ends are good, whicl1 is an ethical juo_ge-

rnent. 

As long ago as 1891, !!lr. John Neville Keynes ( 3) tried to 

point out the fact that economic science, by its very nature, 

could form no etl1ical judgements. Tl1e function of econon1ic 

science, as he sav1 it, 'Alas to investigate facts anc1 discover 

truths, not to prescribe lGws of life. He drew a distinction 

that few later writers, save Mr. Lionel Robbins,(
4) have had the 

acuteness to see and the courage to state. Economic science, he 

felt, must stand neutre.l betvreen competin~; socio.l sche1nes. Tl1e 

economist, it is true, is equipped by his knowledge to turn his 

attention to practical applications of economic science, but unbt 

in his character as a pure economist, but rather as a social 

Qhilosopher. 11 (5) And 11 •• if t:1is distinction is dra\m, the so

cial and ethical aspects of practical problems -- which may be 

\3): Keynes, J.N., Tg~ sCOpe and Metho~ of Political Economl. 

(4): Robbins, L,, The Nature and SiSP-ificance of Economic Science 

(5): Keynes, ££· cit., p. 13. 
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of vital importance 

ordinated."( 6) 

are less likely to be overlooked or sub-

\·/l1at is the significance of tl1is? Sin1ply, that the econ

omist, _g.ua economist, may not criticize 'ihat is commonly knov1n 

as ~onornic E.Olicy. Tl1at policy is set by the governrnent, or by 

powerful organizations acting through (or perhaps in spite of) 

tl1e government. It is set in vie"'' of etl1ical as well cts econ-

omic factors, political considerations of expediency as well as 

economic considerations of long-run effect. The scope of 

uApplied economics consists of propositions of the forrn, 'If 

you want to do this, then you must do that. 1 1 If sucl1 and such 

is to be rega .. rded as the ultims .. te good, then this is clea .. rly in

compatible with it.•u(7) Robbins, too,recognizes the economist's 

function as a social philosopher, adva .. ncinE; a.11other reason for 

the advisability of this: 

Nor is it in the least implied that economists 
should not deliver themselves on ethical questions, any 
more than an argument that botany is not aesthetics is 
to say that botanists should not l1ave vievls of their O\·:n 
on tl1e lay-out of gardens. On the contrary, it is greo~t
ly to be desired that economists should have speculated 
long and widely on these mGtters, since only in this 
way will they be in a position to appreciate the impli
cations Ets regards given ends of problems vr~:ic~1 are put 
to them for solution. (8) 

Iiov;ever it is our aim to function solely .as an economic ---
scientist in this study. We may t11us define its scope in terms 

of the aoove: Perhaps the c11ief limitation under ~Th.icl1 this \1ork 

is carried out is tl1e fact tl1at U11e1nploy~-:1e11t insurance no'\'l 

{b): Keynes, .£12.· c~., p. 13-
(7): Robbins, £2· c~., p. 149. 
(8): 1~~, pp. 149-50. 
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exists in Canada. Thus, a discussion of other schemes -- vol-

untary rather than compulsory, based on other fundamental prin

ciples -- v1l1icl1 could l1ave been adopted by our Dominion legis

lature has no utility here. We need make no judgement as to 

whether tl1e scheme adopted \'las t11e one best suited to Canadian 

conditions -- the government has alrea .. t1y decided that 1 t is. ~··le 

need make no judgement, that is to say, regarding the value of 

the specific ends of the Act. Our task is rather to attempt a 

clea..r ana .. lysis of these ends, and then inqtlire ho,,,, completely, 

and hov1 efficiently, the Act l·Till carry them out. ·le may quest-

ion \nThether certe;oin changes i11 the Act might not make the c2 .. rry-

ing out of its aims more likely, and \1~1etl1er otl1er changes mif~11t 

not carry them out "''i tl1 less econo1nic \·Jaste; v1e may sugsest cer-

tain modifications, but it is cornpletely futile to suggest an 

entirely nevv and different type of organization. For -the place 

of the economist in practical affairs is as a constructive ra-

ther than 2. destructive cri tic. Far-flung vlebs of theory are, 

too often, of value only as an exercise in logic; it is not for 

the econo1nic scientist, vrith his neglect of -- rather, inabili~y 

to dea1. 1t1ith -- tl1e spheres of etl1ics end politicaJl technique, 

to say what should be done. Instead, he should give advice on 

ho\v best to do wl1at is beine; done. 

our task, again, is to determine the most effective and 

efficient vfo .. ys of carrying out tl1e .civ~ aims of the Canadian 

unernQloyment Insur~n~ Act. In our role aJs an econoraist, tl1is 

obviously necessitates an inquiry into the question of whether 

the lonG-run econo1nic effects of tl1e Act \vill vitiate a11y of 

' 



- 8 -

its declared aims. R.S. I-·Teriarn, vTriting on a subject sirnilar 

to our O''ffi , ( 9 ) · d • sa~ , 

The scope of this paper has been limited to the econ
omic tl1eory of unemployment reserves, in order to dea.l 
~lU§.i ·vely !!i tl1 those probl~rns of logical analysis
~here.~~e economist's £Qecializeq logic is peculiarly 
appropr1a te. The iraportance of other parts of the 
problem is-not to be minimized; the trend of political 
events and opinions, the ideals of justice and fairnesc, 
a .. dministrative expedients in a~ll their legal and tech
nical aspects, all must be considered in forming a final 
judgement. There is at least some truth in the claim 
that we should consider the logic of ~vents rather than 
the logic of academic theory. However, even when we 
face the insistent den1and that sometl1ing be done at once, 
\ve reme1nlJer the after-effects of tr1e elnergency expedients 
adopted in the past. Tl1ere is still neec1 for the econ
omist's specialist technique in formulating t~ose quest
ions of principle which must be faced squarely. There 
is still need, in other words, to look beyond the obvious 
and consider the long-run influences so belittled by the 
adherents of myopic economics. The purpose of theoret
ical analysis is not to raise artificial issues but to 
clarify those speculative questions which we encounter 
inevi ta.:Jly v1hen facts are arnbir~uous. 

It will be noted tha .. t tl1is paper was ·written at a tirae when nc:.t-

ional measures of unernployment insura .. nco were yet to be intro-

duced i11to tl1e United States. Dr; I.teriarn could tl1us, justifi-

ctbly, consider the pros and cons, econornically spealcing, of 

different schemes -- lumped under the general terrn "unemployrnent 

reserves" -- for assisting the jobless. Tl:1e existence of the 

Canadian scheme prevents our doing this, but gives us greater 

freedom along other lines; we may concern ourselves with the 

ques:tion of w11ether "the ideals of justice e .. nd fairness" as \ie 

deduce them to be set down in the Act, are prevented from oper

ating by any of its eco11omic effects. Anc1 since "administra .. tive 

(9): I\lterian1, R.S., "unemployment Reserves; Sorne Qlilestio~s of 
Principle." The ~:iuarterly: Journal of Economi~, XLVII ( 1933), 
p. 312. 



- 9 -

expedients in all their legal and tec1:111ical aspects" llctve been 

laid down by the Act, we are justified in criticizing their ef

ficiency. But in a later part of this thesis* we will be fol

lo\ting Dr. 11eriam' s stated n1etl1od qu.i te closely. To t2J{e a.n 

exa1-J~Jle: one of the problerns to be considered under "IJonc-r1un 

Effects of tl1e Ca11a.dian Act"* is tl1e effect of the .t'\.ct in in-

creasinc; or din1inishing the rava5es of tl1e trade cycle. 1'le need 

not consider, for reasons stated ~bove, whether consumption-

su.bsidization in general, or c1ifferent forras of unemploy1nent in-

surance, will affect the trade cycle. But applying a process of 

discover what effect it will have on the cycle. Because we de-

duce (belo-vv) t~1o.t one of the aims of tl1e A.ct must necessarily 

be the mitiGation of the cycle, we are justified in ma~ing this 

study. 

If the scope of economic science is delimited as above, 

what particular ends uay it serve? In particular, what may this 

thesis hope to accomplish? We have quoted J.N. Keynesx as say-

ing that the scientific approach allows the economist full scope 

,,1l1ile ensuring that no otl1er aspedts of any t5iven problen1 vvill 

be net;lected. For another generc: .. l staternent, '\ve turn again to 

Robbins: 

There is nothing in economics whic~ relieves us 
(i.e., as individuals) of tl1e obligation to cl1oose 
{between different ends) •••• (But) it can make 
clear to us the iinnlications of the differerit-e11ds 
v1e ma;t choose •• --:-7rt maltes it possible for us to 

* see Chapter VI 
x above, p. 5. 
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select a syste~ of ~nds which are ~tual!l £2nsistent with 
each atber ••• th1s (rationar-choosing) will not be the 
ease unless ••• citizens ••• are fully conscious of 
the step they are taking. And in an extensive modern 
society it is only as a result of intricate economic an
alysis that they may be placed in possession of this 
knowledge. (10) 

Working still under the disadvantaee of discussing a measure 

already in operation, we may be able to contribute something of 

value if, having deduced the aims of the Canadian Act correctly, 

\ie can malre a ;eurely ~nomic judgement as to how far those ends 
e .f-' i c.. i e .,t, I y. 

are being carried out, and how OQOBefflieally. Finally, if we find 

that any of "the implications of the different ends.. are su.ch as 

to defeat their O\~ p~rpose, we may be able to find modified ways 

of achieving these ends which "fdill avoid this. We may make sim

ilar suggestions wl1en we find any ends "mutually inconsistent 

with each other." 

2. THE METHODS OF ECONOMIC SCIENCE. 

In common with formal logic, Economics has three general 

methods of solving problems and investigating pheno1nena. They 

are the methods of analogy, deduction, and induction. The third 

mentioned, the highest type of analysis, will be used hardly at 

all in this work, for as in most works on "institutionaltt econ

omics no broad general principles may be_· .. induced from wl1at we 

will say, nor is 1-t our purpose to search for any. 

Much has been written on the limitations of the method of 

analogy (which we purpose to use extensively) when used in an

alyzing economic problems. That need not be repeated here. Suf

fice to say that we realize the difficulties and dangers of 

f!O): Robbins, 2.E.• cit., pp. 152-53. 
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drawing analogy between phenomena occuring at different points 

in time and space, and that we will observe all reasonable care 

in drawing our comparisons. Wl1erever possible, determinacy w·ill 

be ensured by allowance for differing local conditions and his

torical factors. Where such determinate analogy is impossible~ 

none will be attempted. 

Again, a definite example will show,better than further 

discussion, the exact vray in v1l1ich deduction and a .. nalogy '-vill be 

used. It has been charged that the British Unemployment Insur

ance scheme acted, after the '"lar, to rigidify money \"lages; and 

tha .. t this rigidity prevented v1age reductions \vl1ich were necessarry 

to ensure rnaximun1 ernployment; some writers go so far as to blame 

the post-war depression in Britain, through this sequence of 

events, on unemployment insurance. 

We must consider the possibility of a similar consequence 

of the Canadian plan, below.* The method used will be of this 

nature: first, deduction from the provisions of the Canadian Act, 

and the declared policy of the Canadian Government in resard to 

it, of w·hetl1er tl1e Act is .. o.esigned to avoid any causation of un

employment. If vie decide that it is so designed, vle must apply 

the metr1od of deduction in a .. nother way: frorn economic data, we 

must -deduce whether the British unemployment insurance scheme 

was causal in rigidifying money wages. Third, if we so decide, 

we must again turn to econon1ic dato.. to deduce \vl1etl1er this rig

idity prevented maxi~um employment. If so, fourthly, we turn to 

the method of analor~: could a similar state of the economy arise 

in Canada? if so, would the effects of unemployment insurance 

* Chapter VI. 
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be the sarne? \vi th the a .. nsvrering of 0.11 these questions, our 

study of that particular problem would be con1plete. 

3. RECAPIT'(JL.)LTIOI,T. 

In tl1e pra.cticc:tl sphere, tl1e econorni st qua economic scient

ist may not determine the encts of econon1ic policy, nor may l1e 

criticize those ends. But once an end is decided upon by those 

in authority, he may recommend the most economic way of attain-

ing tl1at end. W11en a measure in opere.tion a .. iras at achieving cer-

tain ends, he may criticize it --not from an ethical nor politi-

c~l expediency standpoint, but on economic grounds, as to 

i.:i-lether or not it carries out tl1ose ends, and carries thern out 

in the most economically sound vray. In studying sucl1 pl1enomena 

he may use most profitably the methods of analogy and deduction. 

His criticism should be constructive rather than destructive. 

On the basis of this, we have laid out our thesis along the 

follo\ving lines: after the eltlcida tion of the plan of the \vorl{ 

and statement of the general attitude underlying it, we proceed 
~ur~ey 

to a brief l1istoric2-l oet151 il'lo of unemployment insurance rneasures. 

This outline is used in the formation, by induction from it, of a 

definition of Ul'ler11ployn1ent insurance. For the purpose or gener-

ally orientating ourselves to the study, a statement of the aims 
l?~islation 

underlying social 1K8hlF~M~e is followed by a discussion of how 

social insurance, and in particular uner.1ployment insurance, best 

carries out certain of these aims. We ere then ready to proceed 

witl1 our compB.rative, non-critice~l stu.dy of the Britisl1, American, 

German and Canadian unemployrnent insurance schemes. Tl1e aims of 

the Canc~clian schorno are tl1en deduced fro1n all • v 1·la1'le d~t ._;. a ~ ""' c... a , 
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and by analogy with the first three plans mentioned (whose 

sirnilari ty to the C9_nadian Act is first established) the extent 

and efficiency wi tl1 which it v1ill carry out its aims is decid

ed. By deduction from the general body of economic theory, to

gether with a further use of analogy, the long-run effects of 

the scheme are discussed from the viewpoint of their effect on 

the carrying out of its aims. The thesis concludes with certain 

suggestions based on the criticisms made of the Act. 

The above section is ~rordy and repeti tious; \ve can only 

plead that it was a difficult section to write. If it conveys 

some idea of the scone of this thesis, and the methods employed, 

it will have achieved its full purpose; for it is our contention 

that no piece ~! tl!ono1nic literature is of ErE~.ctical value unless 

the viewpoint dictating its form and choi~ of analytical meth

ods, and deterraining its scope and aims, is made cl~. 



CHAPTER II: UNIDiPLOYr.-tErTT II\TSlJRA:·.TCE AI'JD SOCIAL LEGISLATION 

In this Chapter we first employ a brief history of unemploy

ment insurance measures to induce a satisfactory definition of 

unemployment insurance. We proceed to a general study of the 

aims underlying social legislation, seeing hovt in certa .. in cases 

social insurance best carries out these aims, and finally which 

of the cl1aracteristics of social insurance are displayed by vlhat 

we have defined as ~mploymen~ insurance. 

A. A Brief History of Unemployrnent Insurance Measures.* 

such schemes as are generally known, in Eu~opean and Brit

ish terminology-, as "unemployment insurance" a11d in tl1e United 

States as "unemployment reserves" or "unemployment compensation" 

will be discussed here. No definition of unemployment insur

ance will be attempted until the section immediately following; 

it may be well to repeat what we have said** in that connection: 

"We shall choose for study ( 1. e., in tl1is "Brief Historyu) only 

*General references for- thiSsection:Wolfenden, Hugh H., 
Unemployment FUnds; Stewart, Bryce l~., "Some Phases of Europ
ean Unemployment Insurance Experience," Pro~edings of the 
Academy of Political Science, XIV (1930-3~ p. 493; Gibbon, 
I.M., Uneffiployment Insura~ce; Schloss, D~vid F., Insurance 
Against Unemployment; Rub~now, I.M., Soc~al Insurance; Stewart, 
Bryce M.: Unemployment menefits !g the United States. 

** above, p. 2 
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those plans we Y'rill arbitrarily designate as unemr<loyraen~ 

insurance schemes; this empirica~l method wvill enable us to 

induce from our study a definition of unemployGlent insurance." 

With this purpose in mind, this section has been made a 

selective rather than an exl1au.sti ve study. An attempt has been 

made to arrange historically a lirni ted number of scl1emes, each 

differing from the others in some optional matter of principle, 

metl1od, or administrative expedient. From such a study the es-

sential characteristics of all unemployment insurence -- if 

such there be ~-.-sl1ould emerge, and form tl1e oasis for a def-

inition. 

The first unemployment insurance schemes were instituted 

in the 1890's, and v1ere for the most pa.rt vol~"'1tary, small-

scale ventures. 
& 

In genral, trade unions and fraternal orders 
1\ 

were the first associations to enter this field, with the pro

vi si on of benefits for their O'ttTn jobless 1nembers. Few gener-

aliza~tions regarding these schemes may be made, since they 

varied from country to country, fro1r1 union to union. Where the 

mere fact of unemployment was sufficient, ,,Ti thout a "means test", 

to establish right to benefit, they may be considered unemploy

ment insurance of one type. 

Usually, no fund was specially set up for the payment of 

benefits under these schemes; they were distributed out of 

general trade union funds. Though there was a definite scale of 

benefits in most cases -- sometimes with dependants' allowances--

the period of benefit was seldom limited exceptbythe duration of 

the period of unemployment. The schemes were most common where 
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trade unions were strongest --notably, in Great Britain and 

Germany. "In Great Britain, the principal trade unions in 

ten years (1898-1907) distributed nearly $20,000,000 in un-

employment benefits out of a total budget of over ~86,000,

n(l) 
• • • 000 

The_ decision of trade u~nions to insure unemployment meant 

that they had to solve problems which beset all such schemes. 

Obviously, unemployment insurance benefits are payable upon 

the occurrence of only one contingency: unemployment. Yet it 

has always been true that an objective test of involuntary un

employment is difficult to find; "malingering" results in a 

dangerous wastage of unetnployrnent insura4nce funds. Again, in 

schemes opera .. ting on e. sn1all scale, 1'bad risks" a .. re apt to pre-

dominate. Rubinovl tells us briefly hovl trade u11ion schemes 

solved such problems as these: 

The moral hazard of malingery is naturally reduced 
to a minimum. A trade union knows the conditions of 
its labor market as no one else can knov1 the1n. Often 
it takes an active part in placing the unemployed; it 
also knows the conditions of employment so as to be 
able to see the difference between a reasonable and an 
unreasonable offer. It is almost impossible for a 
refusal of an reasonable offer to re1nain eJ secret. And 
as to a .. n offer of \torl( for sub-standard wo .. ges, it is 
the direct policy of a trade union to prefer the pay
ment of a .. n out-of-v-;ork benefit to a permission to 
accept such employment. 

Not only these broad difficulties but even the 
technical ones also vanish. There is no unfavorable 
selection of a fevl trades because each union org2~nizes 
its unemployment benefit system within the limits of 
one well-defined trade or group of closely related 
ones, where the risk of unemployment is fairly uni
form. Nor can there be a personal selection of bad risks 
because, though fro1n tl1e point of vie1v of general 
law voluntary, these out-of-work benefit systems are 

(I) Rubinow, I.M~Social Insurance~p. 458. 
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usually compulsory within the limits of the trade 
organization. Thus, tl1e financial strensth of the 
benefit fund is not undermined by only poor risks 
assuming insurance. (2) 

Nevertheless, these schemes were not without their dif

ficulties. Because special funds were seldom set up for the 

payment o.f benefits, the finances of the plans \"Tere poor. 

Where placement services did exist to find jobs for the bene-

ficiaries, these were inadequate, unsatisfactory. FUnds were 

commonly used up for strike benefits, leaving no reserves for 

the more serious contingency of depression. And from the so-

cial point of view~ the plans could contribute little to solu-

tion of the general problem of assisting unemployment. Their 

scope, though in some cs.ses considel.,e..ble, could not extend 

beyond the limits of the trade unions themselves. 

In the United States, trade unions took almost no part 

in providing unemployment benefits. Privately-instituted 

schemes, which trailed European developments by many years, 

took a different form. 

* In some cases plans which Wolfenden classifies as 

~pensation were set up for philanthropic reasons, or as part 

of labor policy, by a fevr individual e1nployers. such pls~ns 

gave (a) benefits for temporary unernploy1nent or {b) dismis

sal compensation. Funds were set up by the employer e ?r 

(the worker did not contribute), who made a definite, period

ic contribution in the name of eacl1 employee; and upon 

T2): Rubinow, ~cit., pp. 458-59. 

* see belo\tt, page Z-8. 
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dismissal or temporary la .. ying-off at a definite amount -

often 50 to 74 per cent of wages -- was paid for ~ predeter

mined length of time. 

If the ernployee also contributed to suc1·1 2 .. fund, it be

came a reserve fund. Tl1ese volunta..ry plans were similar to 

the compulsory State plans introduced in later years.* 

With the gradual awal~ening of tl1e state to its respons

ibility in the social spl1ere, governments began to look about 

for some organized method of aiding unemploy~ent. In many 

cases they turned to unemployrnent insttra .. nce as the "best" way 

(according to the ends they postulated) of doing so. 

'r'A/'0 metl10ds v1ere Open to them. rr11cy COUld vlOr}~ through 

tl1e organizations already set up by the trade unions, or they 

could, for various reasons, set t.lp their O\tn plans. ...t:... further 

choice -vras open to the1n in that they n1igl1t institute voluntary 

or compulsory plans. 

A typical way of utilizing existing plans was for those 

public authorities who decided that unemployment insurance was 

worthy of support to subsidize trade union schemes. Two class

ic cases will illustrate the principles and methods used. 

In the year 1900 the comnunal council of the city of 

Ghent established a subsidy for t!11ernployrnent insurance scl1er~1es. 

It granted n1onies to all approved scl1en1es operated by trade 

unions or other orgo .. 11i zs .. tions, the scope of tl1e gra11t being so 

wide as to include even recompense to those who used up t~1eir 

private savings in times of unemployment. This liberality is 

*see belo\'l, pa.,ges z 5-6-; also see p. 32., footnote. 
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commented upon by M:r. Gibbon: 

. The provision (i.e., against unemployment) which 
J.s subsidized may be made • • • tl1rough a11 organizat
ion whicll provicles insurance against unen1ployment. In 
practice, all such organizatione are trade unions. 
The fullest freedom-is left to the asnociations in 
d~ter~ining the conditions on which they will pro
VJ.de 1nsurance frorJ tl1eir own funds. some autl1ori ties 
which have established schemes on the model of that at 
Ghent have fixed conditions which must be fulfilled by 
the organizGtions, if the subsidy is to be received by 
their members -- conditions, for instance, as to the 
kind of association, as to separate administration of 
tl1e une1nploy1nent insura11c e funcls, a .. s to minin1u.m nttmber 
of members, and so fortl1. At Gl1ent a very liberal 
policy toward the affiliated associ~tions has been 
follOlied; restrictions have been li1ni ted so far as 
possible to the conditions on lvhich subsidy is grant
ed. Not a little of the success of the scheme has 
been attributed to this liberal policy. (3) 

Tl1e conditions on whicl1 subsidy \ias granted were indeed 

liberal. Thou@1 it was not to exceed lOO per cent of the bene

fit paid from the private source, was not to exceed 19~ per 

day, and was not to be paid for more than sixty days to any 

person in any one year, it is worthy of note that there was no 

actual supervision over the manner in which the private funds 

were set up, nor over the conditions under which benefit was 

paid. In practise, it is astonishing that the subsidies de

ma .. ndec1 did not banlrrupt the municipal aut!1ori ties in tl1e first 

week of operation. The sa.ving grace of tl1e scl1erne seen1s to 

have been the fact that affiliated (subsidized) associations 

included trade unions of diffel..,ing political convictions, wl1o 

were only too anxious to checl{ mutually on unjust claims and 

unfair practises. The scherne \"larked well in Ghent, but it 

seems impossible that conditions favourable to the operation 

OJ: Gibboi1; I.G~Qnenlployme~ Insurance, p. 84. 
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of such a "liberal" plan could exist in many other places. 

In 1903 the to\m of Liege set up a subsidy scl1erne wl1icl1 

contained more effective checl\:s on tr1e type of funcl assisted. 

The scheme differed from that operated in Ghent in that the 

subsidies were naid directly to the trade unions, instead of 

to insured ~Jersons in receipt of benefit. "The payment of 

subsidies directly to the trade unions themselves has been de

fended as a more liberal policy toward institutions wl1ic11 are 

of social benefit and should therefore be encourae;ed," says 
{ 4) a..rtd 

Gibbon; ~w~ he admits that a more effective check on the type 

of assistance offered was possible: n SU1Jsidy is paid only • • • 

in respect of U·ternployment dlle to causes beyond the will of the 

workman, except sickness and accident; it is not paid therefore 

when the unemployment i~ due to a strike, but iS paid when the 

unemployment is due to a lock-out."(5) The second essential 

difference from the Ghent plan was the provision that subsidy 

should be paid to the unions partly as a per cent of benefits 

distributed by them, and partly as a per cent of contributions 

collected. The raising of individual contributions hi@1 enough 

to put individual schemes on a sound actuarial basis was thus 

encouraged. 

such subsidy schemes, in their full developrnent, had many 

advantages. The administration of suc11 schernes by the \vorlcers, 

who paid for a large part of their own benefits, ensured an al

most complete absence of "ma .. lingeringu; tl1e attraction of "bad 

risks" only, a common reason for the failure of voluntary scl1emes, 

( 4) : Gibbon , ~ • c it • , p • 151 • 

{5): idem, p. 151. 
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was largely avoided -- since insurance usually was compulsory 

within each subsidized organization. But from the community 

point of view, the worth of these schemes is doubtful. It is 

quite possible that the subsidizing of a certain class of work

ers -- organized workers, in most cases belonging to s~illed 

trades --and, in effect, subsidization, tl1roug..h fa .. ulty con

trol, of one class of the community (labor) in its struggle 

against another class ( capi ta~l) -- true because, tl1ere being 

little restriction, benefits were often paid to strikers --

was economically harmful. And the lack of supervision over the 

trade union funds themselves must often have been the cause of 

considerable waste of community funds. 

The general problem of unen1ployrnent assistance could never 

be solved by these plans. But another type of scheme, in ~d11ich 

community control was absolute -- voluntary unen1ployrnent insur

ance, set up by public authorities -- was of little more value. 

Here the advantages of the trade u~1ion subsidy plans 'A1ere rnade 

obvious by the failure of the voluntary community plans; and 

compensating advantages of the latter, impossible under trade 

union control, were not recognized nor made use of. 

The municipality of Cologne establisl1ed a fund to provide 

voluntary unemployment insurance in 1896. Any able-bodied 

worker resident in the municipality for at least one year, over 

sixteen years of age and follovling o~ definite occupation, could 

be insured; c~sual laborers and women were excluded. Benefits 

were paid only for unemployment occuring between December l and 
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March 1, as the primary object of the plan was to assist winter 

unemployment. And as it was fou11d easier to place unslcilled 

than skilled workers in the wintertime, rates of contribution 

were respectively 9~ and 11~ per week. Other sources of rev

enue were grants from the municipality, and gifts; a gift of 

$45 or over by an individual to the scheme made him a Eatron 

I:Ia11y of the deta.ils 

of the scheme were similar to those of the compulsory insur

ance scl1emes which. vrill be exarnined in tl1e next Cl1apter; for 

instance, involuntaiT unen1ployment only vlas to be as;~_isted; 

contributions had to be paid for a definite length of ti1ne ( 34 

weeks) before the insured was eligible for benefit; a wait-

ins period of three days had to elapse between the tioe un-

en1ployn1e11t ltJas rerJortecl e .. ncl the day on '~1hicl1 benefits commenc

ed; labor exchanges endeavoured to find work for the benefic-

iary, who was required to report to the8 daily, and was re-

qu.ired to a .. ccept any sui tn.ble job they offered l1im. A worlter 

vTho habi tua .. lly applied to the fund eac£1 year received less in 

the V'Tay of benefits tha11 did one \tho had applied seldorn. Total 

benefit payable in one year was distributed over a period of 

eigl1t ,,Teelcs, and WEts a payn1ent of about $27 .00; since tl1is was 

paid after minimum contributions of $3.06 (9~ for thirty-four 

weelrs) or $3.74 (ll)t for thirty-four weeks), the advanta .. ge or 
belonging to the voluntary fund seems obvious. In spite of 

this, the fund attracted only 11 bad risks 11
• The average per

centage of members of the fund applying for benefit 1 yearly 

between 1896 and 1909,was 79 per cent. On an average, total 
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contributions paid into the fund over the same period were only 

47 per cent of total benefits distributed. The chief defect of 

all voluntary schen1es is at once clea.r. The steadier \vorlcers, 

those less liable to unen1ployment by virtue of their '"~ork in a 

"stable" occupation, or bece~use of tl1eir personal efficiency, 

will not insure themselves under such a scheme. By the numer-

ous expedients giver1 above 

present compulsory schemes 

esDentially tl1e so..rJe ones used by 

the danger of malingerinG, and 

kindred dangers, were eliminated. But the scheme, due to its 

attraction of bad risks, could not ODerate without a subsidy 

amounting to 53 per cent of the benefits paid; it seems useless 

to hope that such a provision would be possible on, say, a nat

iona .. l scale. 

One furtb.er Eurppean scl1eme is worthy of rnention. The an

cestor of all corapulsory, coramunity-controlled unen1ploy1nent in

surance schemes was set up in the Canton of st. Gall, Switzer

land, in 1894. The Grand Council of the Canton passed an Act 

enabling municipalities to set up compulsory unemployment in

surance pla.ns within their ov-1n boundaries, and the to-vm of St. 

Gall actually did so. 'rho se compelled to insure \·Tere \vorl\:ers 

earning less than 96)t per day. Table A on the follo\vine; page 

shows the rates of contributions and benefit. Benefits were 

payable only if work "suitableu to the worker could not be found. 

They were payable only after contributions had been steadily 

paid for six months. Administrative costs v1ere to be borne 

(Heaven lcnows why) by tl1e FUnd of the Police Force; all otl1er 

expenses would be covered by tl1e contributions, by gifts, and by 
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·--~-~-------------------------------------

TABLE 

SCHEDULES OF THE ST. GALL UNE~~PLOY1v1E~,:~r Il!S URAI~CE SCHE~1E. 
. .. ...... ·. 

, .... ,.:. . ..;... 
Weekly 

** 
"Representative Weekly Premium as % Benefit 

Earnings WaC"e"X Prerniurn of "Represent- (per day) 
($) (~) ( '\ ) ative Wage". ( /\ ) ~il tri1 

up to 3.46 3.46 .028 0.8% .346 

3.46 - 4.61 4.06 .038 0.9% .ll-04 

4.61 - 5.76 5.22 .058 1.1% .460 

* data talren froffiscl1loss, David F., Insurance Aea.inst Un~ 
tloyment, Chapter II. Monetary unit converted from shillings 

as given by Schloss) to dollars at the re~te 1/- 24~. 

** 2.ssurning six v1orking days to the v1eelc 

X calculated as the mean between the t\vo extrernes of '\<'rages given 
in each \vage group (except, of course, the first). 

grants from the municipality, the Canton, and the state. The 

benefits vrere payable for a rnaximurn of sixty da.ys in any one year 

and v1ere not payable to men who vvere (a) discharged for miscon-
• 

duct; were unemploymed due to {b) strikes or (c) sickness or ac

cident, or (d) refused to accept worl{ offered, wi tl1out reasonable 

grounds for refusal. 

The scheine outlined above is even more similar to the Can-

adian, German and British sche1nes than was that of Cologne, for 

it combines vli th the other sin1ilar features of tl1e Col0g11e plan 

the element of compulsion. The St. Gall plan was a model, on a 

small scale, of the national schemes in force in many countries 

today. The st. Gall scl1eme, hov1ever, failed after a brief life 

of three years. Its failure could be attributed largely to ad-
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administrative faults -- faults which have been corrected in 

more recent schemes, no doubt partly as a result of the st. Gall 

experience. We are not enough interested in historical analysis 

to go into these corrective processes. 

Another reason for its failure \ias the fa .. ct that it v1as a 

purely local scl1erne; the 11 good risksn migrated from the to\4rn ra

tl1er than submit to compulsory insurance vlhich, beca .. use of the 

many abuses which crept into the scheme, was squandering the 

money they contributed. 

The national compulsory schemes of four large countries 

will be treated in the next Chapter, fully enou~1 to permit 

omission of national schemes here. But some mention should be 

made of the compulsory plans instituted by various States of the 

Un1 ted States of America. These fall into tvvo general groups: 

1. Pooled Reserves Pl~ (A.labam8., California, ~1assacl1usetts, 

Nevr York, a.nd otl1ers) : Each e1nployer covered by tl1ese .Acts 

(usually, all nindustrial" enterprises employmng more tha .. n a 

small rninin1um number of rnen) pays to a centrc:tl State fund a 

definite percentage of his payroll, ranging from one to three per 

cent in different States. In many States tl1e v1orl\:er must also 

contribute up to one per cent of l1is v1age. Benefits are payaole 

upon the occurrence of involuntary unen1ployment, a.fter a \fai tint; 

period ranging frorn three to six vleel{s, fox~ a certain ~naximum 

period of time. They are in every case a percentage (usually 

50 per cent) of the wage the worker received prior to his dis

charge, but must not exceed a maximum which in different States 
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varies from $15 to tl8 weeltly. Contributions must have been 

paid for from ten to twenty-six weeks before benefits are 

payable. 

2. Qompan~ Reserves Plans, typified by the Wisconsin scheme: in 

these plans, the only feature unlike the Eobled reserves plans 

is that the contribution made by each employer and his workers 

is kept in e separate account. The worker becoming involuntar-

ily unemployed may dra .. \i only upon tl1e fund set up in the name 

of his previous employer, and the usual provision that he may 

dratl no furtl1er benefits vlhen his legal right to tl1en1 is ex-

hausted is further limited by the provision that he has no re

course when the fund held in the name of his employer is ex-

hausted. The advantages claimed for tl1is plan are gree .. ter ac

tuarial soundness, and placing of the responsibility for pre

venting unemployment on an indi viduc;,l employer basis. ·r11e ein

ployer is encouraged to stabilize -.employment by being exempt

ed from furt~ner contributions vlhen tl1e fu11d set up in his name 

ha .. s reached a certain level in relation to tl1e nurnber of his em-

ployees. 

It 1nay be said in criticisrn of the above section that \ve 

have stepped f1~on1 tl'1e pa.tl1 of inqLliry \vhicl1 was laid ,_lo-~.rn so de

finitely in the introductory Chapter. Not content merely to ex

anline different schcL1es of uneraployment insurance, we have elo.b

orated the difficulties encountered by "subsidizedtt a11d vol-

untary plans. As we have said, vve are dealing prinlctrily vli th 

the Canadian plan which, since it is compulsory and universal~, 

*universal should be construed as 1neanine; tl1e cove1,age of a 
large proportion of all wort:ers throughout tl1e country. 
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should not be subject to suc11 t1'loubles. We have admitted our 

limitations in dealing witl1 a plan already in Ol)eration; was it, 

therefore, a waste of time to consider these matters? 

Not entirely. For though the elements of compulsion and 

universality solve many of the probleQs we mentioned, others 

remain. We were not exclusively interested, above, in showing 

that compulsory and universal unemployment insurance is the best 

type of plan. We are not concerned with whether it is, or not. 

But we pointed out some of the difficulties of other schemes, 

whicl1 it solves, so tl1at it 1night later be easie1'l to make clear -
the problems it does not solve, and even more, those it raises 

in the very process of eliminating the vJ"orse features of volunt-

a .. ry, particul[:tr ancl local unemployraent insurance schernes. 

B. A Definition of the Term "Unemnl2_lment Insurance". 

"Unemployment insurance" is a term lThicl1 may be used in a 

variety of extended or restricted senses. Everyone having oc-

casion to use the term -- be he actuary or president of a private 

insurance company; civil servant, economist, or sociologist --

defines it accordin; to his own convictions and the use he wishes 

to make of the term. We see no reason why we should be an ex-

ception to this rule, especially since our pl~~ to compare the 

Canadian unernployment insurance scl1e1ne wi tl1 others mal~es essentia .. l 

a complete understanding of tl1e nature of (what Vle sha .. ll call) 

unemployment insurance. 

our survey immediately above, of plans vrhich 1nay for tl1e 

moment arbitrarily be called unemployment insurance plans, sho,·rs 
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us that they may vary in many respects. But on further consider-

a tlon, charac teristic.s comn1on a.11cl essentia~l to all emerge, and it 

is these that we Inust specify in our definition of unemployment 

insurance. But first of all, it 1-rill be as \iell to 11a~ve a brief 

classification of all schemes for dealing l-li th UJ1elnployment. Hugh 

H. Wolfenden has given( 6) a clear classification of which we may 

profitably make use, if it is understood that his definition of 

"insuranc-e" need not be the one \ve adopt: 

1. l\ plan of real "Insurance" • . • implies simply tl1e 
co-operative association of-a.large number of persons, 
who agree to share among themselves the burdens re
sulting from ••• tmemployment • • • by the payment 
of the necessary contributions into a common fund from 
which benefits, related strictly to these contributions, 
are distributed • • . 

2. In "Savin£5"Plans the return receivable by any in
dividual • • • is always the precise equivalent of the 
total contributions plus interest and after the direct 
or indirect deduction of expenses • • . 

3. Under ttco~:eensation" plans the payraents are made to 
the beneficia~rY without any prior co11tri but ions on his 
part, and the condition for their receipt is the estab
lishment of previous injury for vvhicl1 the beneficiary 
has the right of recompense. 

4. . . . "Relief" means in effect cl1ari table assistance, 
for which the beneficiary has not paid money in advance 
as in ninsurance" and "savings" pla .. ns, a11d need not, as 
inncompensation" plans, have furnished labour or any 
other effort as the result of which a claim to benefit 
has been established. The reasonable • • . condition 
for tl1e receipt of such "relief" 1nust, of course, be 
something in the forn1 of practicaiJle tests of "means" 
and "need". 

And tv1o hybrid types, often used bec2.use neither "insurance .. , 

"savings", nor "compensation" plans in their pLtre forrn are entirely 

satisfactory: 

\0}: Wolfenden:-Hug11. H., Unernploym8nt Funds, pp. 1-7 
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5. "Em_2loyer Reserv~" plan • • • funds accuJnula ted by 
or on behalf of the employees of each £eparate employer 
••• shall be used for the payment of benefits ••• 
to (his) own employees. 

6. "Pooled Reserves••. • • by pooling all the contribut
ions of the employees of the several employers, provide 
that the available funds sl1all be used to pay benefits 
to any eligible employee of any eligible employer. 

The distinction between these plans (i.e., Nos. 5 
and 6) and true "insurance" methods is • • • that under 
a "reserve" pla~n the benefits, although prescribed and 8ilt*si:=: 
anticipated in accordance with contributions which are 
supposed to be sufficient, will definitely be discontin-
tled upon exhaustion of the "reserve," vii thout any breach 
of contract being caused thereby, whereas under a true 
"insurance" plan, the pay111ent of certEtin specific bene-
fits is undertaken without any sucl1 provision for their 
cliscontinuance. Tl1e so-called "reserve" method is there
fore, in reality, a 1\:ind of nlimited liability insura~nce." 

It will be sufficient to list these characteristics and 

explain briefly their significa11ce. \'le wisl1 to note and dis

miss them to clear the path for a consideration of essentials. 

(a) Unemployment i11surance plans 1nay be ''providedu or self

established; that is to say, they may be provided, as so many 

schernes are, by some public autl1ori ty municipal, recional, 

or sovereign -- or by some philanthropic organization, or by 

ernployers (as in the case of some An1erican schemes \'Te have men

tioned). On the other hand, they may be established by the 

worlcers themselves; the outstanding exa1~1ple of tl1is type being 

trade union plans. 

{b) They may be community-sponsored or pri V2~te; under the 
c..\«SS ific.o.tion 

former clac; would come all publicly subsidized or instituted 

schemes, under the latter all schemes -- whether provided or 



- 30 -

self-established -- set up by other than governmental agencies. 

(c) The schemes may be local, regional, or national. such 

local plans as those of the municipalities of Ghent, Liege, 

Cologne and St. Gall have been mentioned, as have the schemes 

started by individua .. l plant-ol"rners in tl1e United states. Region

al (e.g., in Canada, Provincial; in the United States, State) 

schemes may be those set up by the regional legislature; also, 

some trade union schemes may be regional, or even national. The 

large-scale compulsory schemes now in force in many countries 

are national in scope. 

(d) They may be particular or general; that is, they may be 

confined to one industry 01 1.i'l:/ eo .fer tl1e entire , .. ,orl{ing pop-

ulation of a countr'l' 'in the latter case, vli tl1in lirni ts 'be M. .J \ 

noted belovl). r~~1any trade union plans are confined to one in-

dustry, though extending throughout a country; many local and 

regional scl1emes are more genera .. l, wl1e11 set :up u..nder govern1nent-

al sponsorship -- for instance the State scl1emes in the United 

·states. The Ca .. nadian, British and Gern1an plans are v1l1at we l1ave 

termed universal in scope. 

(e) They may be voluntary or compulso.ry. Employer-sponsored 

plans in the United states were for the most part voluntary; on 

the other hand, trade union scl1emes tl1ougl1 not compulsory in the 

eyes of the law, were often cornpulsory within the unions. sever

a~ of the municipal plans we have mentioned have been voluntary, 

while the national plans yet to be considered are co1npulsory for 

all workers coming under the provisions of the Acts. 

(f) workers only, employers only, the public authorities, any 

two, or all three of these classes may be contributGrs to the 
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scheme. Trade union schemes, for instance, were supported by 

workers alone where the employer was not forced to contribute 

by a collective agreement, and \ihere the public authorities 

did not subsidize the scheme. But ·plans set in operation in 

tl1e United states by employers vTere often supported solely by 

thern, as are several of tl1e state scl1emes there. In ot!1er Stat1 

schemes workers and employers contribute jointly, while in the 

Bri ti sl1 BJ1d C2..nadian plans the national governrncnt pays a shar~ 

as well. sometimes the state's share is contributed indirect-

ly through its payment of administrative costs -- part of the 

Canadian Gover11ment • s sl1are in the expenses of its sche:Je is 

paid thus. No cases of unemnloyment insu~ce have been brou~ 

to our attentio11 in vvhicl1 the public authorities were the sole 

contributors. 

(g) The schemes may or may not be associated with employment 

excl1anges, and rehe.bilitation, technical training, or vocation· 

al guid~nce schemes. 

{h) The relation of benefits to contributions oay vary. He~ 

we may profita..bly refer to Mr. 11olfenden' s classification* of 

unemployment assistance scl1emes. !11 vlhe..t he calls 12!:!~ "insur· 

ance" schemes there ,,Tould be no relation betv-teen the a .. mount of 

contributions paid a .. nd the arnount of benefit payable. rrhe bene· 

fits would continue as long as the contingency -- involuntarY 

unemployment -- agai11st wl1ich the beneficiary \vas insured con-
his tinued, no matter how many nor ho\·t fevl had been iiE contribut-

ions. so1ne reserve schen1es operate on this PI'inciple, with th( 

proviso that no more benefits were to be paid out when the f~' 
* above, -page 2~·-----------------
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* was exhausted • The more common type of scheme, however, stip-

ulates that no person ma .. y draw more tl1an a certBJin maximum of 

benefits in any year; within the limits of this provision, many 

scl1emes have the savings principle that benefits should be in 
relation 

direct/to the number of contributions paid. 

(1) The plans may vary through an almost infinite variety of 

administrative set-ups, depending upon who initiates the fund 

and what principles and aims it is designed to carry out. 

This listing, by no means exhaustive, may give some idea 

of tl1e many ways in wl1icl1 unernployment insurance schemes vary. 

Some idea of the principles dictating choice between these var

iable characteristics, in different schemes, will be given in 

1 . ** i . 1 a ater sect1on • But t 1s c ear that we cannot look to them 

for the essentials vn1ich will lead us to a definition of un-

employment insurance. 

2. THE TYPE OF UI,JE?~PI.JOY~!E}!T COVERED BY INSURA1JCE 

vie have indicated that unemployn1e11t insurance ma~l be either 

* Here again is a .. statement of this attitude: t1An une1nployme11t 
reserves plan does not contract or guarantee to pay any given 
number of benefits to an individual. Reserves are B~ccurnulated 
for the purpose of paying out benefits to unernployed persons 
in so far as the funds permit. Should it be found that the rate 
of unemployment exceeds that whici1 had been contemplated in tl1e 
plru1, the number 9f~_be11efits pai~ to any individual migl1t be 
rduced so as to spread the benef~ts among a larger number of un
employed. In the event that an.J u11expec~edly large vo~~e of un
employnlent should occur and thaG even \·t~th such reduc-cJ.on of 
benefits the fund should become depleted, no contracts would be 
violated and no ernployer vtould be obligecl to pa .. y s .. single cent. 

---Hansen, Alvin l~., ru1d Murra .. y, r .. !errill G-., 
A New Plan for unemployJne11t Reser~, p. 28. - ...-- ----
** below, Section E of this Chapter. 
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"particular" or "general" in respect of the number of occupat

ions it covers. But there are limits to the type of employment 

which even a general scheme may cover. 

There are several considerations here. First of all, for 

purely administrative reasons, there are some types of work in 
there 

which/ cannot be insur~nce against unen1ployment. Farming, tr1ough 

it may be assisted under some schemes, is usually considered to 

be an uninsurable occupation. The administrative difficulties 

are ( 1) that the incidence and extent of unemployme11t are l1ard 

to estimate in such an occupation even if, as is usually not the 

case, figures for past years are available; (2) the collection 

of contributions is difficult and costly; (3) the existence of 

unemployment actuwally entitled to co1npensation u:-1der the pro-

visions of an insurance scheme is difficult to ascertain. 

A second, and more important consideration, is based on 

recognition of diffel~ent types of u;1employment vvhicl1 exist*. 

We may ~preach a classification of unemployrnent from several 

directions; the cause of unemployment, from the point of view 
~ 

of business .conditions in the economy a .. s a. \i11ole; tl1c cause 

from the point of vievl of its probable effect on the \10rl{er; 

the cause frorn the point of view of individual reasons for un-

ernplo ymen t • 

Consideration of the economy ss a whole allows us to sub-

divide unemployment into: (a) That of a frictional nature. Con-

stant slight sl1iftings a.nd readjustments are ~ ~ t -.. # a..::J.ng 

place in the economy, resulting continually in the temporary 

* "For purposes of scientific investigatio11 or preventive organ
ization (or, 1ie may add, insurance] tl1e analysis must be not of 
the numbers unemployed, but of the causes of unemployment, and 
the extent to which they are essential or accidental in the 
existing econornic order or in l1uman nature." 

---Beveridge, W.H., UnemEloyment, A Problem of Industry, p. 27 
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unemployment of a certain number of men. (b) There is also 

that unemployment caused by long-term, tecl1noloe;ical cl1anges -

supplanting of old productive methods by new, cessa~ion of 

demand for certain products, permanent stoppage of supply of 

raw materials required in certain manufactures. The general 

problem of technologica .. l une1nploy1nent and the increasing re

placement of men by r.1achines l1as ce.used a fe\-v economists to 

asl{ '\vhether unernployment vrill not be 9~ phenomena .. of progress

ively greater occurrence in our economic life, but \'le are not 

concerned with such la .. rge questions as th*SC; we E1U.st recog-

nize it as a type of unemployment, in which the worker is 

usually left with a skill no longer required in industry, and 

see what unemployment insurance can do to assist it. (c) Bus

iness conditions are also responsible for cyclical unemployoent. 

A direct result of the business cycle, this classification 

contains huge numbers of un.eruployed when the cycle is in the 

depression phase. (d) The fact that, because of variations in 

demand, long-standin3 custom, or climatic conditions, some in

dustries employ more workers at one time of the year than at 

other seasons, produces seasonal unemployment. 

But these types do not entirely exhaust this classificat

ion. We may have under-employrnent, occuring wl-1en a mal1Ufactur

er, in time of depression or of seasonal slaclmess for his trade, 

tries to maintain the whole body of his workers to a certain 

extent, by limiting the number of hours per day, or the number 

of days per vTeek that each \vorks, to a lov1er figure than is 

usual. Lastly we have casual labor. I11dustrial conditions are 

responsible for this phenomena in the cases where men are 
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employed only by the day; then a large working population is 

often supported meagrely on work which is sufficient to employ 

only a fraction of the men each day. 

From the point of view of its effect on the worker, Sir 

W.H. Beveridge(7) has classified unemploym~nt: 

(a) the unemployed with a presumption that, vithin 
a period not too long to cause demoralization through 
idleness, they will be able to find work again in their 
orm trades ar1d places 

(b) the unemployed. \vi th the ability and desire to 
work, but \·Ti tl1 8~ presurnption the .. t they \vill not again 
(within a period • • • as above) find work in their 
ovm trades and places. 

The first effedt on the worker is caused by unemployment aris-

ing from seasonal or cyclical causes; the second is the effect 

of what we have c~lled technological unemployment. 

Personal causes of unemployment are given their simplest 

classification by Commons and Andrews< 8 >: 

• • • Qnemployment may be defined as the failure to 
make a labor contract. This failure may be traced to 
one of three causes: (1) cessation of tvor~\: arising frorn 
labor disputes; (2) unemployability, or disability, O\ring 
to sickness, old age or other personal conditions; and 
( 3) inability of men \;Tho are \villing to vrork to find 
employment. 

If unemployment may be classified in these different ways, 

vlhich categories rnay be covered by unemploy1nent insurance 

schemes? First, 

A man to have an insurable interest n1ust be subject 
to the loss of his employment, and consequently yo the 
loss of income earned during employment. This implies 
that employment and income therefrorn exist. The chronic 

T7) quoted in t,~olfenden, I-Iugh H., uneillP.loyrnent Funds, p. 

( 8) commons, John R., and Andrews, Jol1n B., Prin~les of 
Labor Lesislation, p. 4. 
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idle have no employment subject to loss, and, to a. large 
extent, part time or temporary v.rorl{ers are in the sarne 
category. There will all-tays be some \tho have little or 
no employment income, and consequently cannot lose in
come. (9) 

Consequently, these have no insurable interest and thus cannot 

be insured. This fact is recognized by all unemploy1ne11t in-

surance scl1emes, forining the first of their esoential charact-

eristics. A condition for the receipt of benefits by any in-

dividual is his prior contribution to the scheme, or contribut-

ions made to the fund,in his narne., tl1rougl1 virtue of the fact 

that he was employed, for a certain minimlli1 period. such a 

requirement definitely excludes casual labor a,nd unernployables 

-- and may be designed to exclude part-time or under- employed 

worl{ers. 

But tl1ere is a further restriction. THe '·1isi1 to make the 

point that all the scl1emes ,..,e considered. v1ere desig.11ed to cover 

one specific risk: involuntary loss of ernploymen1 El: persons 

_£ontinuing vTillin£5 and abl~ to \vork. vle ta..l{e this, for reas

ons which will be seen more clearly later, as one of the prime 

essentials of u.ne1nployrnent insura .. nce. True insurance, that is 

to say, leaves to other measttres the providin£5 of cornpensation 

for loss of work due to sickness, accident, or old age. In 

most countries schemes are specifically designed to qover these 

risks which are, in any case, outside the scope of unemployment 

insurance. In so far as certain trade union schemes paid bene-

fit for loss of employment due to stril~es, sicl:ness, or accident, 

those schernes were not true insura11ce. For uneraployrnent -eaa!alll!? SEe 

T§): Craig, James D~-r.rs Unemployment Insurance Feasible and 
Practicable?" p. 6. 
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insurance covers one risk, and one risl{ only. There must be an 

i~-lJUrable interest, and in case~ where unemployment is incurxled 

vo:_·~. . .E1tarily, or through causes not compatible ''i tl1 continued 

desire and ability to work, that interest does not exist. 

3. THE RESTRICTION OF THE PERIOD OF BENEFIT. 

Granted that unemployment insurance is designed to cover 

1 . 1 * on y 1nvo untary unemployment , is there any limitation to its 

coverage of frictional, seasonal, cyclical and technological 

involuntary unemploy1nent? This question is tied u·o \·li tl1 tl1at 

of the limitation of the period of benefit, both in relation to 

the contributions paid, and absolutely. Wolfenden's classific&t-

ion shows us that the relation between benefits and contributions 

varies in each type of plan, according to the fundamental prin-

ciple involved. In comJ2ensation plans, for insta11ce, v111ere the 

employer is the sole contributor, tl1ere can be no relation be

tv-Teen tl1e amount paid by, and tl1a t paid out to, the insured. In 

reserves plans, too, the relation of contributions to benefits 

is seit at some arbitrary figure compiled wi t11 a. viev1 to keeping 

the fund solvent. In pldns having more of an insurance nature 

(in Wolfenden' s use of the term), there is usuaJlln some definite 

and logical relation between the contributions and the period of 
bu.t 

benefit; ~a pure insurance plan, paying benefits to each in-

sured person for the complete period of his involuntary unem

ployment, cannot exist. The incidence and extent of uneElployment 

cannot be calculated with sufficient accuracy to permit this; and 

* hence;forth, to avoid repetition, the term !nvoluntctrl_ unem
nloyment should be construed as mee .. ning "involuntary unemploy
~nent of persons continuing able e .. nd \11lling to worl{. n 
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that is \-that actuaries mean v111en they brand true "insurance 

against unemployment" as impossible. 

It follows that there must be a predetermined maximum per

iod of benefit. And from this follows the fact that unemployment 

insurance, thou@1 it may assist frictional, seasonal, cyclical, 

and technological unemployment, is unable to assist any of them 

for longer than a specific period. It is the essence of insur

ance that it must have an actuarial basis, and only in the above 

way may the maximum possible amount of demand upon the fund be 

determined. 

4. PREDETERM!i'JED RELATION OF BE~JEFITS TO COlJTRIBUrriO~JS. 

For this- reason tl1at the ac tual~ial basis of the plan 

must be determinate, or it is not insurance -- the demands upon 

the fund must be 1nade predictable bJ the establisl1in5 of a defin

ite relation between benefits and contributions. In £OmQensation 

and reserves plans, this require1nent is in effect side-stepped 

by the limi ta.tion of toto~l benefits to the total arrrount contained 

in the fund, But though this maJ:ces it less necessary, in pract

ise, to exercise care in setting the schemes on ~ sound actuar

ial basis, some definite ratio is usually set up with the expect

ation that the fund will be able to assist unemployment on the 

scale it indicates. With national plans, definitely co1nrni tted 

to pay benefits for a certain period of time following invol

untary unemployment, the ratio of benefits to contributions 

must be predetennined so carefully that no possible contingency 

will make the dernands upon the fllnd exceed the arnount it C011tai11s. 
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5. THE ACCUMULATED FUND 

We have assumed tl1a .. t the fund sl1oulc1 be based upon actuar

ial calculations without as yet giving any reasons for this. 

Since the schemes are to be insuran~ scl1ernes, t11ey must be 

paid entirely from an accurnulated fund. The ~dorl\:er is er1ti t-

led to benefit because, having been employed, he has devoted 

a certai~art of his wages -- or his employer has set aside a 

certain portion of the wage fund -- to provide for the contin-

gency of involuntary unemployment. There can be no other bas-

is for unemployment insurance payments -- relief, on the other 

hand, being distributed on the basis of need alone. If payments 

are to be made, then, ~olely from an accrnnulated fund, the fund 

must be so set up that it will be able to meet the demands made 

upon it. The actuarial basis of unemployment insurance, and 

the above expedients to ensure actuarial determinacy, are thus 

justified. 

6. THE RIGHT TO BENEFITS 

One further essential of unemployment insurance need be 

considered. If tl1e vlorl\:er is insured under such a scl1eme, then 

upon the payment of contributions he helps build up a reserve 

fund. From this, under the provisions of the scheme, he is 

entitled to receive benefits wl1en the specific contingency 

against which he is insured occurs. The sole criterion for re

ceiving benefits must then be the question of whether that con

tingency has or has not occured. Benefits are payable ~ of 

rie)lt, in contrast again to non-contributory unemployrnent re

lief, where the chief criterion is that of need. There must be 
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no "means test'' attached to tl1e receipt of benefits in a true 

unemployment insurance scheme. 

7. THE DEFINITION 

Having seen, in the preceding five subsections, the es

sential characteristics of u~nemployinent insura11ce, vle may state 

our definition*: 

Unemployment insurance is a scheme by which funds are accum

ulated1 by or in tl1e name of the insured2 to provide benefits, 

received as of right3, at a predetermined rate4 and for a defin

ite maximum period5 , upon the proved6 occurrence of involuntary 

unemployment to insured persons continuing able and willing to 

work7 • 

The reasons for these various provisos being: 

1: as vle ha..ve saic1, the fund must 1Je accunn1lated in advance of 
the contingency, so that only those with an insurable risk will 
be insured, and because only payment into such ~ fund can es
tablish a right to benefit. 

2: this requirement is necessary so that only bona-fide work
ers will be insured. 

3: there may be no mean~ test. 

4: we have seen tl1at this is necessary to pu~t the scl1erne on a 
sound actuarial basis. 

5: no matter wl1at the type of unemployment, it cannot be 
assisted for an indefinite period by insurance. 

6: if proof or disproof of involuntary une1nployrnent is 
difficult in any occupa .. tion, tl1at occupation is uni11sur(:..ble. 

7: this beins the specific risk tl1at une1nployr.1ent insurance 
is designed to cover. 

* tl1is definition is in effect aYlextension of the follovril1[;: 
"Unem1Jloyment insurar1ce is a scheme by '\\Tl1ich reserves 2:4re 
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8. UliD-!PLOYME~JT Il\!SURAJJCE VEf{SUS 

It has been very difficult to discuss independently the 

various ''essential u characteristics of unernployment insurance, 

because i~ fact these characteristics are all interdependent. 

For example: the prerequisite to tl1e payme11t of benefits Ets of 

right is tl1e existence of an a .. ccuJnulated fund set up on 2 .. 11 act

uarial basis; this entails limiting benefits to compensation 

for a specific contingency; and to ensure that benefits are paid 

for this contingency only, contributions from (or on behalf of) 

the insured must be exacted; this results in the accumulation 

of a fund, and implies the payrnent of benefits as of right. \·le 

have therefore been indulging in what Professor Marshall termed 

"circular reasoningu, and have arrived at our definition of LU1-

employment insurance without exploring what may be called the 

essential nature of the phenomena, the independent factor upon 

which all these interdependent factors depend. It is hoped that 

this essential nature will become more apparent as we continue 

with the later sections of this Chapter, but we may at least 

touch on it at this stage by a reference to the distinction be-

t\veen unemployrnent insurance and relief. By tl1is latter tern1 is 

meant unemployment assistance paid out of public funds to the 

need;L jobless -- charity to those vTho, t11rougl1 loss of v;orl~, are 

without means for sustinence. 

First we must make clear the point that the title of this 

acC'UITiulated in order tOffiake payn1ents to une1nployed persons 
in a systematic rnanner \·ti tl1out resort to to..x funds." 

---I-Iansen, Alvin H., a .. nd ~iurra.y, r:Ierrill G., 
A ~Je\v Plan For Unemnloyment Reserves, p. 24. - __.,._.. ------- ------
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subsection ("Unemployment Insurance versus Relief1') does not 

imply any conflict between these two types of unemployment aid. 

On the contrary, relief must almost always co-exist with in

surance in any country, since the latter cannot assist all un

employment. This section is not intended to be a discussion of 

factors deterr.nining the choice bet\veen these t110 methods, but 

rather a glimpse of the fundamental differences between them. 

Unemployment relief has come to be a heavy drain on fiscal 

monies in our depression-ridden age. The usual criterion for the 

payment of relief proper is the existence of need, resulting 

from loss of employment through any cause voluntary or in-

voluntary, due to strikes, sickness, old 2ge, or actual lnabil-

ity to find work. The money paid out comes from general tax 

funds. 

In most countries unemployment insurance was conceived as 

one pa .. rt of a social welfare prosrcJ·n; it was to syster:1ize un-

employment assistance and force the worlrer to provide for bad 

times in days of plenty. A mixture of saving, risk-spreading 

and compensa.tion, 1 t is not insuranc~ in the pure sense of the 

word; but neither is it relief. The essential nature of unem-

ployment relief is its aid to the neec1y for l1umani t2,rie~n reo.s-

ons. The essential nature of unemployment insurance is its ------ -----------
building up of a fund, upon vThicl1 worl\:ers may drav·T wl1en tl1ey 

suffer involuntary unemploy~ent. Here, humanitarian motives are 

not directly involved. 

This distinction between insurance and relief is a vit~l 

one, which must be kept in mind. We will return to the point 

several times, in later Chapters. 
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C. The Principles of Social Legislation. 

Any consideration of the rise of social legislation, and 

the motives underlying it, must commence with at least a brief 

discussion of the outstanding phenomenon in recent economic 

history. In the field of economic policy, every nation in the 

-vrorld has been gradually but inevitably forced to abandon the 

old policy of laissez-faire. 

More and more our leaders ha .. ve come to understand tl1o..t, 

in our complex modern economy, individual enterprise -- liber-

ally allowed full freedom --did not follow Adam Smith's pre-

cepts. The system did not wor:~ out so that each person's self-

seel\:ing in the economic sphere totaled up to tl1e maximum good 

for all. On tl1e contre..ry, with the &owth of large-scale cap-

italism came large-scale abuses -- monopolistic competition; 

exploitation of classes with little economic power -- which only 

the state had the authority to control. Gradually, the state 

began to realize that it must use that auti.1ori ty. As it tried 

"welfare" to a tone for the bltu1ders of ca)i tali s~-J, vre had the 

"lavl of increa.sinE; govern1nent expendi tures. 1
' But this vvas not 

enough, and such devices as anti-trust laws and uinimum wage 

regulations were brou@1t in to further eliminate social conflicts. 

Dr. Richter(lO) summarizes the nev-T attitude as follows: 

r~an has al,.Yays lived in groups; these groups gro\·.J 
in number as civilization progresses -- f2.~~1ily, tribe, 
province, state, then nation. T11e srno.ller sroups 

TlO) : Taken from notes ""0'!1~r. L?th2.r· Rich~er'.s. lect':res on 
Modern Economic Proble~ g1 ven J.n D:=tlhousle Un1 vers1 ty. 



-44-

retain their pri1nary functions as tl1e larger ones e;row 
up; and other groups, suc11 a4s labor unions and cl1urch 
congregations, whicl1 are not totally in harrnony wi tl1 
the purposes of the state, may continue to function or 
may come into being. When groups or classes clash we 
have conflicts, and a. social proble1n ~JI'ises. The groups 
face each otl1er, or defy the state, tl1rea tenins to 
destroy the \vhole cornrnuni ty. Ironing out tl1e differ
ences is necessary, and the groups should be integ
rated into the community v1l1ile still reta..ining their 
identity. 

social legislation ains at safeguarding all classes 
of society a.nd rninimizing conflicts so tl1at the pur
poses of the state as a whole will be furthered. When 
\'"le observe these class clasl1es and di sl1armonies v1e 

should try to remove the causes rather than merely the 
symptoms of tl1e discontent. For instance, vle sl1ould 
rernedy v1age a .. nd v1orkinc; condi tio11s r£~ tr1er than at tempt
ing to dissolve trade unions. The real aim of social 
legislation is to acl1ieve the true purposes of the state. 

This sociological approach to social legislation is ~ good start-

ing point, thou~1 it lacks emphasis on certain parts of these 

measures. Dr. Richter \Till not ~tttempt 2. guess as to tl1e utrue 

purposes of the state," considering this supposition,and out of 

the field of econon1ic analysis. But \le may say tl1at social 

legislation is usually initiated because of a desire to maximiz£ 

economic welfa .. ~ and ~uri ty for ~er~r men1ber of the stat~. 

The question of achievinG economic security is one ~1ich 

has received grec:.t ernphasis frorn writers on social lesislation. 

Thoug)l, in the early days of growth of demands for econornic deln

ocracy, stress was laid on establishing a certain minimum in~ 

come for every member of tl1e state, tod:::.y' s troublecl economic 

life has added to that a demand for economic security. If the 

purpose of the state be to ensure, for all, the maximum economic 

welfare compatible with the existence of present institutions, 

the first problem it must consider is this: it must provide 
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funds to care for the economically weak when they are faced 

by contingencies against which, because of their slim means, 

they are unable to provide in advance. 

For reasons into v1l1ich vte are about to inq1__,.ire, social 

legislation has often been judged the best way of providing 

this economic sec~i~. 

D. The Aims of Social Insurance. --- -·--

\A/e may assume that the state l1olds the following vievT: so 

far as it is possible, every men1ber of tl1e comrnuni ty in good 

standing should be assured of a certain minimum standard of 

living. This necessitates, first of all, a minimum real income 

for those engaged in productive activity. But it further neces-

sitates some provision for the times when, throuv1 no fault of 

his own, the worker is unable to earn income. The most common 

causes of loss of income are accident, sict:ness, old age, and 

inability to find employment. All these contingencies may be 

covered by social insurance. A further field is protection of 

the wage-earner's fa1nily \vl1e11 he dies, is uno~ble to earn, or 

earns insufficient income to maintain them in health and decency. 

In general, it may be said that the state has made a policy of 

providing such insurance for those whose income is too low to 

let them provide it for themselves. Granted that providing 

economic security was good, social insurance promised more re

turns for each contribution from tl1e 'vorker than could ~ other 

schemes, such as the only likely alternstive -- individual sav

ings. Those who could afford only the cheapest method of 
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insurance were given it by tl1e state -- the rislc v1as spread on 

the broadest possible base,and as a general rule the schemes 

were heavily subsidized. 

But it may be asl:ed, v-rl1y did the government not go the 

whole vlay; why did it not provide these insurance ber1efi ts free 

of all cost to the \vorl{er? All tl1e rernaininc-s elements of liber

alism in the comn1uni ty tl1under "~To! 1' to sucl1 .:?~ proposal. 'rhey 

ca .. n give a .. hundred_ reasons against it -- it ~·;ould degenerate 

into support of a class not economically self-supporting, it 

would break down the moral fi~re of the assisted classes; in 

other words, it would be a wicked waste of public money. In 

truth, where actual need has forced the support of members of 

the co1nmuni ty v;i thout o .. ny prior contribution on their part -

unemployment relief, non-contributory old age pensions -- such 

social diseases -as pGuperization have occured. The criterion 

of need is the only one which present-day societies are willing 

to recognize as a prerequisite for free l1elp, and it -is to be 

hoped that the encouragement of individual self-help through 

social insurance schemes, no matter how heavily subsidized, 

will prevent prevent the worlcer from sinking to tl1is 1011 ebb of 

existence -- where actual lack of food and shelter for hiuself 

or his family forces him to apply to the community for aid. If 

people are to build up reserves against conti11ger1cies, then, 

social insurance, sprea~ding the risl: throue;hout the wl1ole in

sured population, is the cheapest way of accomplishing this. If 

there is a certain class of men who wish to make no provision 

for the future social insurance, in forcing them to do so, pre

vents the later occurrence of actual need. 
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E~nemplo~ment Insurance as Social Insurance. -- --------~ 

Unemtployment insurance was a late-comer to the social in

surance field beca .. use for a., long period of time many l1eld tl1e 

view that unemployment was not an insurable risk. As we have 

seen, the addition, to the insurance nature of unemployment in

surance, of savings and compensation principles, made unemploy

ment insur~~ce actuarially possible. Since experience proved that 

large portions of the popul:.?.tion could be unemployed at one time, 

and the mere sharing of rislc cou~ld not provide benefits for all 

in times of deep depression, the savings element along with the 

limitation of the benefit period was required; but the final re-

sult was actua.rially sound unemployment insurance. 

We have d.iscussed briefly the differences between U11ernploy-

ment insur(_:wnce and relief. NO\v, in the light of the above sec-

tion, the chasm between them becomes clear. The criterion of 

right, and the c1--aiterion of need, as bases for benefit payn1ents, 

are co1npletely ir•rec011Cilable and no scl1erne can cornbine tl1em. \'!e 

will remember this when we see some of the difficulties the Brit-

ish and German une1nployment insurance scl1emes got into. 

1. I!~DIVIDUP.L JUS~riCE ~/ERSUS THE COIII·10I'-T GOOD 

we have not emphasized tl1e fact that social insurance im

plies some compromise between the concepts of individual justice 

and_ of the common good or vtelf2Jre. Indi\tidual injustice involved 

in such a scheme may be of two classes -- subjective or object

ive. subjective injustice is a fea0ure of anz compulsory insurance 
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scheme, since the exact degree of "insurable interest" to be 

protected in each case can only be a matter for s·ubjective de

cision. The discrepancy between the premium exacted and the 

psychic benefit received is apt to be greater than the object

ive discrepancy -- and even this is great. 

Objective injustice, arising from a difference between the 

cost and the benefits of compulsory unemploy1nent insurance to 

any individual, may occur in tv1o ways. First, the risl\: of un

employment to which a person is subject depends to a marked ex

tent upon his occupation. This is readily seen in cyclical un

employment, for instance, some industries bein; severely affect-

ed by the cycle while others are scarcely toucl1ed. And yet, 

national unemployment insurance schemes seldom grade contribut-

ions as between different occupations. 

second, the risk of unemployment is obviously dependent 

upon personal factors; when the working force of a plant must 

be cut down, the inefficient 2re the first to be discharged. 

Since all wor1ters \vi thin 2. given wa~~e group pay the same prein-
' 

ium, this has led to the charge that unemployment insurance 

means saddling efficient workers with the burden of providing 

relief for the inefficient. 

Many phases of this individual injustice arise from the 

admi nistre .. ti ve difficulties inherent in a la.rge-scc:Jle, cornpulsory 

insurance scheme. EVen if the efficiency of each worker could 

be estimated in determining his contribution, there is no reas

on to believe that his risk of unemployment could be accurately 

calculated from tr1is -- in tod2.y' s economy, unemployment may 

arise from so many other different factors that it is impossible 
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to attribute 1 t to oJny single one. The averc~c;e risl\: of unernploy

ment throughout the '"hole body of t~1e insured is the only one 

which may safely be used in calcul~ting contributions. 

In connection with this whole question of classifyins the 

unemployed according to efficiency or according to occupational 

risk of unemployment, vre may return for a moment to the nature 

of unemploy1nent insurance. In a~n attempt to sho\1 that such in

surance is not true insurance, the President of the Metropolitan 

Life Insurance Company has written: 

To be sound scientifically and fundamentally, it is 
essential to an insurance plan that: 

1 ... 4. fu.nd be accu1nulated, in advance of the event, 
out of which definite payments can be made upon the 
occurrence of tl1e continge11cy against which insurance 
is provided. 

2. The insured must have a definite interest in the 
contingency against which he is insured, which need not 
be monetary, but v1l1icl1 rnust be capable of alJproximate 
measurement in money, computed by the l~w of averages. 

3. The rate of occurrence must be predictable with
in reasonable limits and be beyond individual control, 

· and those insured must be placed in homoge~eous groups. 

4. It must not be possible for tl1e contine;ency to 
happen to too large a proportion of tl1e group at one time. 

5. The actual occurrence of the contingency must be 
easy of verification and of proof that it falls within 
the scope of the insurance contract. (11) 

Now, unemployment can comply v-1i th certain of tl1ese re

quirements, and side-step others by the introduction of savings 

principles (since experience proves tl1at tl1e contingency of un

employment c~ "haprJen to too large a proportion of the group 

at one time") and by the postulation of a limite£ liabilitz type 

(11): Ecker, Frederick H., trrs Une1nploymont Insurable?"; Proceed
ings of ~~Academy of Pol!!ical Scie~, XIV, No. 4, pp. 24--32. 
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of insurance. But the fact that, in contravention of Mr. Eck

er' s third reqv.irement, the rate of unemployment -- either in 

the general or in the particular -- cannot be accurately pre

dicted fro1n past experience, and tl1e fact that administrative 

difficulties will not permit placing the insured in homoseneous 

classes, makes perfect individual justice impossible. 

And there is a deeper factor than mere administrative dif-

ficulty. For unem2l£l~t insurance must !nvolve ~e ~rifice 

of the :Qrincinles of individual justice in t11e interests of the 

common rlelfare. The fact tl1at tl1e insured_ cannot be nplaced in 

homogeneous groups .. according to tl1eir risk of unei11ployment, 

need_ not delay a social insurance scheme. If tl1e comrno11 good is 

to be benefitted by the plan such things need not be considered 

too seriously. 
• In so far as satTngs principles are involved in the plan, 

individual justice is considered to so1ne extent; for t11ough. these 
they do 

principles ~e introduced to aiel actuarial sou.ndness, i' ,a , help 

ensure that the worker will receive fro~ the scheme benefits in 

some measure proportionate to the e~~.1ount he l1eJs paid in. 

But the insurance principle compells spreadinG risk on the 

widest possible base-- insuring a large portion of the state's 

\vorkers, in order to provide against the hic_:l1ly variable contin

ge11cy of unemployme11t. To this end contributions raust be exacted 

from all. If unstable industries are benefitted at the expense 

of stable ones, of inefficient vTorl::ers at tl1e expense of tl1e 

efficient, the end oi insurance against unemployment is enou~~ 

socially desirable to compensate for this. 

It will be one of our more important tasks~belo~to attempt 
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an estimate of the exact balance bet\veen in dividual justice a~nd 

common \.Yelfare ain1ed G .. t by tl1e Canadian Act, and see just how 

well the Act achieves the desired balance. 

The primary purpose of unemployment insurance is alw~ys 

the provision of an efficient scheme for the alleviation of un

employrnent. But obviously sucJ.1 a sche1ne vrould be defeat in:= its 

ow11 ends if it resulted i11 an i11crease in unemployElent. secondary 

aims of the insurance must therefore al~:LE.. be the encoura~;erJent 

of employment, and avoidance of any causation of increased un

employment by tl1e sche1ne. r-1a .. ny different expedients gre used in 

connection with the schemes to encourage employment; and non

discourageraent of employ~r1ent as '"~ell e.s enooure .. c;e1aent of enlploy

ment must be considered in relation to the long-run effects of the 

schemes. Here, again, is a major problem to be considered later 

in relation to the Canadian Act. 



CHAPTER I I I : 

This Chapter is a comparison of 

The Unemployment Insurance Act, 1940 (Canada) 

with 

The Unemplo~ment Insurance Bill (Britain), 1935. 

The ~ploy~ent Exchanges and Unemployment Insurance 

Act of .!..2?1 ( Ger1nany) • 

* ±ne Social Secur~~ Act (United States), 1935-

The comparison will be point-by-point. The aims of the 

Chapter are ( 1) to show tl1e extrn1nely close resemblance bet\'Veen 

these plans; (2) to build up a fund of k~owledge regarding the 

Canadian Act, for use in the later deduction of its B~ims; (3) 

having shown the likeness of the Bri tisl1, Ger1nan a .. nd American 

plans to the Canadian Act, to use them (by analoes) ir1 the de

duction of the aims of the Canadian Act, and (4) the analysis 

of its probable efficiency, and short- and long-run effects. 

The provisions to be considered may be grouped under tl1e 

following general headings: (1) the scope and limits of the 

schemes, (2) contribution- collecting procedure, (3) benefit 

------* ~& C...O'"-plc..te, te"t of wkic.~ is 1iven 4S a.n ApJI£1tclix -to 
Do"f /as J P4 t~/ H.~ Soc;,iQ./ S e.cu,.ifr. !!!,. -the. U 'tit'e.d Ste~:tc s. 
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procedure, (4) administration, (5) employment exchanges, (6) 

provisions for encourasing employment. 

The discussion of the German scl1e111e is based largely on 

the authoritative account of its provisions given by Miss Car

roll(l), and Concerns that scheme as it existed before the ad

vent of the Nazi regime. It is entirely unlikely that any such 

scheme exists in Germany at the present time. 

A. The scope and Limits of the N~tion~l Schem~ 

The first point to claim our attention in connection with 

the national schemes is the occupations covered. section 13 (1) 

of the Canadian Act states that 

• • • 
• • • all persons , .. rho are ernployed in any of the e:J

ployments specified in Part I of the First Schedule to 
this Act, not being employment specified as excepted em
ployments in Part II of that Schedule shall be insured 
against unemployment in manner provided by this Act. 

employment being, according to Part I of the 

First schedule, "Employrnent in Canc:.c1L-~ under any contract of ser-

vice or apprenticeship ••• " Part !I of the Schedule lists 

nineteen excepted employments, of which the most important are 

agriculture, forestry, fishing, lumbering and loggin5, hunting 

and trapping, transportation by \vater or air, stevedorin5, doln

estic service, service in hospitals or charitable institutions, 

and employment for \11[11iCh "no wages or other money payment is 

made.'' 

{1) :-carroll:-Mollie R., Unemnloyment Insurance in German~. 
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The British Act says, 

1. S~bject to the provisions of this Act, all per
so~s of e1ther sex, whether British subjects or not, 
be1ng persons who have attained the maximum age for en
try into insuranc~ under this Act and are employed .in 
insurable occupat1on, shall be insured against u~nemploy
ment in manner provided by this Act. 

Here again, the First Schedule to the Act contains the list of 

uninsured employments. The list is similar to the Canadian one 

-- agriculture, domestic service, nursing, teacl1ing, and again 

employment for which "no wages or other money payment is made," 

are excepted employments. Aside from this ~he similarity of 

language strongly supports o. belief that the Canadian Act is 

modeled after the British one), "employment in Great Britain 

under any contract of service or apprent.icesllip 

Carrell says of the German Act, 

•.. " is insured. 

The occupational groups con1pulsorily insured in tl1e 
health and salaried employees insurance funds comprise: 
( 1) la borers, journeymen, apprentices, and dornestic ap-

.prentices; (2) the administrative staff of industrial 
or comrnercbial establishments, foremen, and other employ
ees of similar occupation, if this vTo:-clt constitutes 
their main occunation; (3) clerks in stOres, offices and 
drug stores, and appre11tices in tl1e last narned occupat
ion; (4) actors and musicians, regardless of the artistic 
value of their perforn1a11ces; (5) teacl1ers and instruct
ors and persons employed in connection with education, 
instruction, nursing and \·Telfare work, if tl1ese are 
their main occupations and main smurce of income; (6) 
domestics; (7) crev1s of ?"errnan ~eagoing sl;ip~; ~8) in
dustrial home worl\:ers, vrno are 1ncluded 'vl t11J.n Ghe 
healt11 insurance la\,r. • • (2) 

And of excepted occupations, 

Exception fro1n con11)ulsion to insure is granted to 

"[2) : Carroll, 2.!2· ci t., ---p:-son-:---
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certain ae;ricul tural, fo1,estry and fi sl1ery workers 
• • • Certain casual wo1,l:ers, vlho are regularly em
ployed less than 26 weeks in twelve months, may, 
llpon application, be excused if tl1e job is only 
their secondary occupation. (3) 

Evidently a different criterion as regards exception of 

occupations is the rule here; unstable employme11ts are not ex

cluded for the reason that their inclusion would ruin the ac-

tuarial basis of the A8 t -- tl1ey are ratt.cl' "uxcepted from com

pulsion to insure," presumably, r~iss Carrell concludes, because 

exactins contributions in these employments would discourage 

worl\:ers from enga .. ging in them. Despite the fact that the Act 

covers only a specified number of occupations, it appears to 

have fully as broad a base as tl1e Canadian and_ British and Cana .. d-

. A -L 1an CvS, which include all occupations except those specifically 

exern~Jted, ratl1er tl1an enumerating occupations to be included. 

Because of consti tutiona .. l difficulties, the An1erican plan 

took a peculiar form which may be briefly indicated. The Social 

security Act exacts contributions from any "employer ••• (in 

regard to v1hom it is knovln that) on each of some t\"lenty days 

during the taJxaJble y~ar • • • the total number of individuals 

who were in his employ ••• was eight or more."( 4) But this 

amount was not to be used directly in the payment of unemploy

ment benefits; its actual purpose is to stir11ulate tl1e setting up 

of unemployment insurance schernes in every state -- for the amount 

paid to such schemes by the employer may be credited ~gainst 

the amount owing under the above Act, up to 90 per cent of the 

tota .. l tax. The money actually collected as alJove, togetl1er wi tl1 
... . ) 
(3) Carrell, £2• cit., pp. 50-51. 

( 4) The social ·securi t:{ Ac~, sec. 907, subsection (a) • 
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subsidies granted by Congress, is granted to the states to cover 

the administrative costs of their schemes, if ap~roved. 

The result of these provisions has been that u11employment 

insurance schemes have been set up in every State of the Union. 

The Act imposes no restrictions on the occupations covered under 

these schemes, but generally they cover those indus~ries which wou 

would otherwise be taxed under the Feder~l Act. This Act after 

December 31, 1937, imposed a three per cent payroll tax on all 

wages paid in respect of employment; and section 907(c) states 

The term "employn1ent" 1neans any service, of whatever 
nature, performed within the United States by any employee 
for his employer, except---

the most important exceptions being 

agricultural labour, domestic service in a private home, service 

in the employ of the United States Government or tl1e Governr11ant 

of a State, or service in the employ of a charitable orc;oj1ization. 

A further provision in tl1ese Acts is tl1e limitation of in-

surance coverage to tl1ose earnins less tl1an a certain 2Jllount. In 

Canada, those earning more than two thousand dollars a year are 

not insured; in Great Britain the Iufaximurn incorne covered is 250 

pounds sterling (say, il200) and in Gern1any 6,000 mar::s (say, 

11500). There a)pears to be no suc11 limitation in the social 

security Act, althou~1 various State schemes limit coverage to 

persons earnin~ less than $2500, or in other cases $2000, a year. 

The British, Canadian and German plans provide for e:cclusion 

of seasonal occupation. But aside from the fact that certain 
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obviously seasonal employments are entirely excluded from cover

age, and the requirements for benefit exclude other seasonal 

workers, the onus for obtaining exemption from coverage rests on 

the seasonal worker. section 16(1) of the Canadian Act says, 

Where any employed person proves to the satisfaction 
of the Commission that he is . . . employed in any occup
ation which is seasonal and which does not ordinarily 
extend over more than twenty weeks in any year and is not 
ordinarily employed in any other occupation which is 
insurable occupation • . • the Commission shall grant 
him a certificate exempting him from liability to con
tribute under tl1is Act and tl1e holdel~ of such certificate 
shall not be insured under this Act. 

The provision in the British Act is much the same, as is the 

* German provision. The American situation is again hard to gen-

eralize. 

In discussing the scope of these plans, we may label them 

"national" in that tl1ey cover workers of the insured categories 

throughout the nations concerned. The American scheme in effect 

does this, since it has induced the settine up of State pl~~s in 
)( 

every State. 

B. Contributions and Their Collection. 

In the Canadian, British and German schemes contributions 

are collected from all insured workers, and from their employers. 

The American Federal plan irnposes a tax upon employers o.nly, 

though many of the state schemes exact contributions fro1n employ-

ea as well. 

In the Canadian scheme. the workers are classified into groups 

according to the wage earned, and each group pays a specified 

* see above, page 54-:--
" i"' -thi~ -t&,.esis 5-tc;...t"- (c.c..f';~lil~d) 4-lwc..ys re+~.-s ..fo 

C4 StA-te. o-f -t"&. A,_,. c.,. i c..~"' U'"' I c~, 
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contribution. The ~able given on this page shows how the em
ployer's and the worker's contributions both vary with the w~se 

paid, and gives a rou@1 idea of the proportion of wages paid, 

in each case, as benefit. 

TABLE B 

* CO~TTRIBUT IONS PAYABLE UNDER THE CAI,JADIAI~ IrTSURAl,JCE I1.CT. 

"Repres- C011tri but ions Contributions 
Weekli Wage antative worlrer Ernployer as % of "R. \1ae;e" ( ' ) wa~e" (weelc1y) worlcer Employer 

11 I 
less than 5.4o 5.40 0 0.27 0 s.o % 
5.40 - 7.50 6.45 0.12 0.21 1.9 % 3.3 

7 .so - 9.60 8.50 0.15 0.25 1.8 2.9 

9.60 - 12.00 10.80 0.18 0.25 1.7 2.3 

12.00 - 15.00 13.50 0.21 0.25 1.55 1.85 

15.00 - 20.00 17.50 0.24 0.27 1.4 1.5 

20.00 - 26 •. 00 23.00 0.30 0.27 1.3 1.2 

26.00 - 38.50 32.00 0.36 0.27 1.1 0.85 

* figures from the Sedond Schedule to the Canadian Une1nployment 
Insurance ~t, 1940. 

----------
In Britain, in contrast to the Canadian scl1eme, the work

ers are classified for collection of contributions, only accord
ing to age and sex. No matter what wage he earns, a male work
er "who has attained the age of 21 years'• is required by the 

Third Schedule to the Act to pay contributions of lOd. per '"'eel\:. 

Men between the ages of 18 and 21' \'/Omen ov·er 21' WOlnen bet\reen 

18 and 21, boys between 16 and 18 and girls between 16 and 18, 

form other classes paying progressively lower rates of contributio~ 
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In both the American and German plans the contributions ex

acted from insured worlters are an exact percentage of \vae;es; in 

Germany the contribution from the worker is not to exceed 1~ uer 
2 -

cent, and this contribution may be decreased when the national 

fund has reached a specified level, in any district 1Hl1ere inco1ne 

to the national fund exceeds demands made upon it for three con

secutive months. Many of the States of the American union have, 

in addition to the three per cent levy on employers induced by 

the Federal Act, imposed a tax of one per cent, to be paid by the 

worker, upon his pay check. 

In these schemes the employer's contribution usually bears 

a definite relation to the worker's contribution. In Canada, as 

Table B shows, the employer's contribution, like the worker's, 

is scaled according to th.e '-Tage group into vlhich eacl1 vTorlcer 

falls. In Britain, where a flat rate of workers' contributions 

prevails, the employers' contributions are also paid at a flat 

rate. The employers' contributions in respect of each individual 

worker are equal to the contribution whicl1 tl1at \vorl{er pays, a.nd 

thus vary only vri th tl1e age and sex classification of tl1at vvorlrer. 

The German plan also collects from eacl1 employer a contri b-

ution, in respect of each worker, equal in amount to that paid 

by the worker. Since the latter's contribution is 1~ per cent 

of his \vae;e, the ernployer' s contribution is also 1-'~- per cent of 

his payroll. An exception is any district where the contribution 

levied against both employers and workers may have been reduced 

owing to a lovv incidence of insurable unemployn1ent. 

The American plan, as vle l1ave seen, exacts frorn the em-

player at least three per cent of his payroll; for if the state 



- 60 -

levy is less than this -- in many cases it is 2.7 per cent -

the balance is collected under the Federal Act. Those states 

which impose a three per cent tax on the employer render him 

liable to a total contribution of 3.3 per cent, since only 90 

per cent of the Federal tax is offset by contributions to state 

funds. 

Governmenta..l contributions to the fund_ vary in tl1e four 

countries we have been considering. The most liberal provisions 

are the Cana .. dian a .. nc1 Bri tisl1; under the for1nar plan, tl1e govern

menyadds to the Unemployment Insurance Fund one-fifth of the 

total funds paid in by employers and employees, and in addition 

bears all costs of administering the schen1e -- the sections of 

the Act specifying this make it clear that no charge except bene-

fit pa .. yments is to be levied c\ce~il1S t tl1e Fllnd: 

11. The cost of adlninistratio11 of tl1is .A.ct including 
remunera.tion of Comm.issioners, officers, cler1\:s and eln
ployees; shall be paid out of moneys provided by Parl-
iament. 

77. (1) There shall be a special account in the Con
solidated Revenue Fund called the Unemployrnent Insurance 
FUnd • • • to v-1hicl1 tl1e Minister of Finance shall from 
time to time credit all moneys received from the sale of 
unemnloyment insurance stamps and all contributions paid 
other\vise tl1an by mee .. ns of' such sto..mps. . • 

{2) The Minister of Finance shall also credit in 
like manner from time to time out of moneys provided by 
Parliament an a::l1ount equa.l to one-fift11 of tl1e asgrec;ate 
credits from time to time made as aforesaid ••• 

78. ( 1) ••• the ~finister of Finance rJay, subject to 
the nrovi sions of tl1i s J;.c t, on tl1e re qui si tion of tile 
commission or its authorized officers, pay out of the Fund 
cla.ims for insurance benefit and re:L'unds of contributions 
• • • but no other :e.ayments shall be n1ade a cl1arge on t~1e .---FUnd. 

• unde~1inirig ~ere, as before, is my own. 
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In the British plan the administrative expenses are paid 

directly from tl1e insurance fund, but here the C-overn~Jent ma.J{eS 

a larger contribution -- one-half of the total contributions 

paid by employers and workers. That is to say, in respect of a 

male worl\:er over 21 years of age, the worker, his en1ployer, and 

the state each pay a contribution of lOd. 

Carroll(S) writes that the d · · t t• a m1n1s rQ 1ve costs levied a-

gainst the Bri tisl1 unen1ployment insurance fund amounted to as 

Inuch as 12.5 per cent of that fund. ,~,., , · 
l".La~: 111g tl1e a .. s s Ulnption, per-

haps justified, because of the resemblances betvreen the two 

schemes, that Canadian administrative expenses will not rise 

above this amount, then the total percentage of cost of the scheme 

borne by the Canadian Government will be 16 2/3 {direct contrib

ution) plus 12~ per cent of the fund, which totals 29 1/6 per 

cent; this is slightly lov1er than the Bri ti si1 govel~nment' s di

rect contribution to its fund of 33 1/3 per cent. 

In the Gerrnan scheme, "while tl1o contributions of employers 

and worlcers cover the normal cl1arc,es of unemployrnent and allied 

services, special assistance is granted fro:1 public funds."(6) 

Emergency unemployment benefits, v(iliCll will to be referred to 

later, were paid by the state; but all strictly insurance bene

fits, and all adrninistrative costs were borne by the ftn1d alone; 

the fund wa~s not subsidized by tl1e state. "Industry's obligation 

for financi_al support of. unen1ployrnent assistance and allied ser-
(7) 

vices was taken for granted," and tl1e government made no contrib-

utions to the cost of the insurance. Even the Health Insurance 

·----------------------·----{5): Carroll, ~· cit., p.87. 
(6): idem, p. ~9. 
(7): Idem, p. 48. 
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scheme, which collected unemployment insurance contributions, 

charged the latter fund a fee for this service. 

In America, the situation is much tl1e The St:J.tes 

pay no direct contribution to any of their schemes, nor do they 

pay the administr~~tion costs of tl1eir unemployn1ent insurance 

boards or offices, since these [Lre p~id by tl1e Federal Government. 

The money used for tl1is is paid out of ~·unds granted by Congress, 

but whether it exceeds the 0.3 ner cent (minimum) payroll tax 

collected from employers by the Federr.l Government, is doubtful. 

There is probably no net government subsidization of the T·-~~.ted 

States schemes, any more than there is subsidization in Germany. 

In all cases the worker's contribution is collected as a 

payroll tax -- tll.at is, the aL1ount of his contri out ion is deducted 

from his v1ages, by his employer, before l1e receives theJ:P.. Tl1e 

employer is responsible for paying the worker's share in the ex-

penses of the scheme, as well as his own. Provisions of the 

Canadian Act are detailed on this point: 

18. Except wl1ere regulations under this A.ct otl1erv1ise 
presdribe, the employer shall ifi the first instance be 
liable to pay both the contributions payable by himself 
••• and also, on behalf of, and to the exclusion of, 
the employed person, the contribution pc~yable by tl1at 
person. 

19. ( 1) \-l11ere the employed person receives any v1a5es 
or other pecuniary remu11eration fro:-:1 t11e eElployer, the 
arnount of any contribution paid by the en1ployer on behalf 
of the employed person shall • • • be recoverable by 
means of deductions from the wages of that person or feom 
any other pecuniary remuneraLion due from or payable by 
the employer to that person and not otl1ervvise; 

21. Notwithstanding any contract to the contrary, the 
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employer shall not be entitled to deduct from the v1ages 
of, or ot11er\·rise recover frorn, the ernployed person, the 
employer's contribution ••. 

23. (l) Any s~m deducted by an employer from wages 
or other remunere.tJ.on under this A.ct sho..ll be deemed to 
have ?ee~. entruste?-. t? ~im for tl1e pur~Jo se of pay ins the 
contrlbU~J.on for wn1cn 1t was deducted. 

The provisions of the British Act on tl1ese points ~,re al

most identical. In the Geroan and Americsn schemes, also, the 

employer is responsible for the collection o~· l1is vvor~~ers' con-

tributions as well as his o'm. In Germany, "tl1e emplo~rer for-

wards to the health insurance fund boti1 his O\vn and the \·lorlcers' 

contributions to unemployment insurance."(S) In the United 

States the contributions are forwarded to tl1e States' Insurance 

Boards, a .. nd tl1e employer fornl!ards t11e Federal levy directly to 

the Federal Government. The provisions to ensure tl1at payroll 

deductions will not be greater tl1an intended under the la\·T are, 

in the German and Arnerica.r1 plans, sit1ilc:r to the Canadian. 

In regard to the employer's ~ .. ctual p24yrnent of contributions 

the Canadian and Br.,i tish schemes are again similar. Except as 

may be specially provided in a few cases, the Canadian employer 

buys from the Post Office, Unemployment Insurance stamps, which 

11e pastes into each worker's Unetnploy:nent Insurance boo1(. The 

stamp affixed in each case represents the sum of one contribution 

by the '\vorker and the em·oloyer. The bool-~ ren1ains in tl1e possess

ion of t11e employer -- tl1ouc.)1 tl1e \vorlrer has the right to inspect 
un-

his own book -- until tl1e worlce1., beco~nes /\employed, v1~1en it is 

returned to him and he deposits it wi tl1 tl1e Elnployrnent Exc~1ange. 

(8): Carrell, £2• Cit., p. 48. 
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The book will contain t11e complete record of contributions 

made by or on behalf of him, and v1ill be used in calculating 

his benefit period. The funds obtained by the Post Office from 

the sale of Unemployrnent Insurance stamps are placed to the 

credit of the Unernployme11t I.,,~su.ra11ce Fund. 

Under tl1e German Act, as we have seen, tl1e contributions 

are forwarded to the Health Insurance fund, which acts as the 

collecting agency; Carrell does not give the exact administrative 

procedure set down to ensure that the contributions paid by, or 

in the name of, each employee, ~re credited to him. The Amer

ican plan does not use une1Jployment insurance bool\:s or stamps, 

but each worlcer is assigned a social Security Number 'ihich he 

retains through life, and v1l1ich is used in recordi115 his con

tribution total. 

some further 2..dministrative dets.ils of tl1e Canadian scheme 

may be recorded for future reference. Where the vorker, having 

proved himself a seasonal uorlcer vli thin the mec:-.. ning of tr1e Act, 

is exempted from contribution, the employer is none the less re

quired to pay the o.ppropriate contribution in respect of l1im. 

A person earning less than 90~ per day, or a younc; \nTOrl:cer less 

than 16 years of age, is not required to contribute to the Fund, 

but the employer must make contributions in respect of him. 

When a worker works the full worl{ing v1ee~\: for any employer, no 

other employer is required to pay contributions in respect of 

llin1; if he works for eacl1 of two employers for less than the 

full working week, in any one week, both employers are liable 

to pay contributions in respect of him at a daily rate whic~ is 

exactly proportionate to the weekly one, for the number of da;s 
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he is employed by each respectively. Contributions made in 

error by either employers or \rlorl{ers a*re recoverable under 

the provisions of the Act. 

C. The Payment of Benefits. _._......_ __.__...._.._..__ .........._._.._ 

The conditions under v1hich benefit is payable under the 

provisions of the Canadian Act are somev1l1at cornplicated, and 

the Act must be quoted at length to make them clear. Co1nparison 

with tl1e otl1er Acts \"ill e:~.lso be lengtl1y; benefits and their 

payment are perhaps the most important parts of the schemes, 

and the features which it is most essential that \'le understand. 

1. QUALIFICATION FOR BENEFIT. 

Under tl1e Canadian Act , 

27. Every person v1l1o being insured under this Act is 
unemployed and in whose case the conditions laid down by 
this Act ••• are fulfilled, shall, subject to the provisions 
of this Act, be entitled to receive payments ••• so 
long as the statutory conditions continue to be fulfilled 
and so long as he is not disqualified under this Act for 
the receipt of benefits •••• 

28. The receipt of insurance benefit by an insured per
son shall be subject to the follo"ving statutory conditions, 
namely, ---

(1) that contributions have been paid in respect of him 
while employed in insurable employment for not less 
than one hundred and eighty days durins the two 
years immediately preceding tl1e date on vTl1icl1 a 
claim for benefit is made; 

(ii) that he has made applic~tion for insurance benefit 
1n the prescribed manner, and proved to have been 
unemployed on each day on which he claims to have 
been unemployed; 
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(111) that he is capalJle of and availEtble for 1~orl\: but 
unable to obtain suitable employment; and 

(iv) that he proves either that he duly sttended, or 
tha~ he ~ad.good cause not to attend, any course 
o~ 1~struc~~on or training approved by the Com
mlsslon wh1ch he may have been directed to attend 
by t~e Co~mis~2,ion for the purpose of becoming or 
keep1ng f1t for entry into or return to employment. 

31. Any insured person shall not be deeLtlecl to l1ave 
failed to l1ave fulfilled the tl1ird statutory condition 
by reason only that 

(a) he is attending a course of instruction or training 
approved by the Comrnission in his case; or 

(b) he has declined 

(i) an offer of employment ar1s1ng in consequence 
of a stoppage of work due to a labor dis
pute; or 

(ii) an offer of employment in his usual occupation 
at wages lower, or on conditions less favour
a .. ble, tha..n those observed by agree1nent bet\"leen 
employers and em9loyees, or failing any such 
ag!"eement, than tl1ose recog,nizec1 by good em
ployers; or 

(iii) an offer of employment of a kind other than em
ployment in l1is USUal OCCUpe.tion aS '·Tases lovler, 
or on conditions less favourable, than t11ose 
\vl1icl1 he migl1t reasonably have expected to ob
tain, having regard to those which he habit
ually obt}_ined in his usual occupation • • • 

Provided that after the lapse of such an interval 
from the date on which an insured person becomes unem
ployed as, in the circumstances of the case, is reason
aole, employment shall not be deemed to be unsuitable 
by reason only that ;it is employment of a kind other 
than employment in the usual occupation of the insured 
person, if it is employment at wages not lower and on 
conditions 110t lesc fav-ourable tl1an those observed by 
agreement between employees and employers or, failing 
such agreement, than those recognized by good employers. 

32. Not,vi thstanding anytl1ing contained in this Act 
no insured person shall be disqualified for receipt of 
benefit by reason only of his refusal to accept e~ployment 
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if by acceptance thereof he \'lould lose the rie;ht--

(a) to become a member of, or 

(b) to continue to be a member and to observe the 
lawful rules of, or 

(c) to refrain from becominG a member of 

any association, organization or union of workers. 

37. An insured person who has in any benefit year 
exhausted his benefits shall not thereafter be entitled 
to benefit for any day in tl1at benefit year, nor sl1all 
he become entitled to benefit in his next benefit year 
before there is paid in respect of him the last of the 
contributions specified in paragraph (b) of subsection 
one of section forty. 

~nich contributions ar~ according to the above-mentioned para-

graph, the requirement that 

••• sixty days' contributions have been paid in 
respect of him since the last day for which he received 
benefit for his benefit year immediately precedinG. 

43. An insured person shall be disqualified for re
ceiving benefit---

(a) if he has lost his employment by reason of a stoppage 
of work which was due to a labor dispute at the fac
tory, v-torkshop or other pren1ises at 11~1icl1 he ,.;as em
ployed, • •• but this disqualification sl1all last 
only so long as the stoppage of work continues, and 
shall not apply in any case where the insured proves 

(i) 

(ii) 

that he is not participating in, or financinG or 
directly interested in the labour dispute which 
caused the stoppage of work, and 

that he does not belong to a crsde or class of 
workers of 'vhic~1 iinmediately before tl1e co:n111ence
ment of tl1e stoppace tl1ere \ve1 ... e members employed 
at the nremises at v1l1icl1 the stoppage is tr;·~lcing 

place any Of W110ffi Were pc:.rticipc-~ting in or finan
cing or directly interested in the dispute •• or 

(b) if on a claim for benefit it is proved by an officer of 
the Co1n111ission tl1at tl1e claimant---
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(1) after a situation in any employGent which is 
suitable in his case has been notified to hiu 
by an ernployment office or other recosnizec"i 2.gency 
o~ by or on behalf of an employer as vacant or 
aoout to be come vacant, has without rood cause 
refused or failed to apply for such Q

0

Situation, 
or refused to accept such situation when offered 
to l1irn, or 

(ii) has neglected to ave.il l1irnself of an opportunity 
of suitable employment, or 

( iii) ha .. s \vi t11out good cause refused or failed to carry 
out any written direction given to hir:1 by an of
ficer of the employment office with ~ view to 
assisting hin to find suitable employment • • or 

e~plov.-.ent 
if he has been discharced from his m1oeonduot by reason 
of misconduct or if he voluntarily leaves l1is eh!ploy
ment without just cause; or 

(d) while he is under sixteen years of ase; or 

{e) \vb.ile he is an i11raate of any prison ••• or •• ~1l1ile 
he is a resident .•• out of Canada; or 

(f) if more than half of the number of contributions made 
in respect of him in the one year immediately preceding 
a claim for benefit are at the lowest rate of contrib
ution specified in the second Schedule. 

44. A person shall not be deemed to 11ave been c1is
charGed fro~ his employment by reason of his own mis
conduct if he is discharged on account of membership in, 
or of la.v1ful activity connected \1ith, any association, 
organization or union of workers. 

45. Where 2.ny claim for benefit by an insured_ person 
is di sa~llo\ved by the court of referees or tl1e urnpire, on 
the ground -~-.~_ 

(a) that the third statutory condition is not fulfilled 
in his case; or 

(b) that he is disqualified for receiving benefit under 
paragraphs (b) or (c) of section forty-three of this 
Act, 

the court of referees or the umpire sl1all declare the 111-
sured person to be disqualified from receiving benefit 
for a period not exceeding six weeks beginning from such 
date as may be determined by the court of referees or 
the u1npire, as tl10 case may be. 
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The British Act in its provisions is, extremely 

similar to the Canadian. Tl1e four u statutory conditions" \vl1icl1 
' 

the insured must comply with before qualifying for benefits 

payment of 180 days' contributions, application for benefit in 

the prescribed manner, ability and 'villingness to \vor}:, attend

ance at training courses -- are the same. Here, too, the insured 

is not considered voluntarily unemployed if he refuses a position 

because of his attendance at an approved trc.ining scherne, or be-

cause the position offered is vacant as result of a labour dis-

pute, or because he is offered a job ?.t substanc1ard \lages i11 his 

own or ~J..nother occupation. The clause s.pecifica.lly protecting 

trade union membership is not included in the British Act; but as 

in the Can2.dio.n scherne, a person ex11austinG his benefi~s in BJ1Y 

benefit year must pay sixt-y d .. :J..ys' contributions before 2.[;2.in be

cominG eligible for benefit. Persons becomin~ unemployed as re-

sult of a strike in which they arc directly interested are inel-

igible for benefit, as are inmates of prisons or charitable in

stitutions. Workers discharged for misconduct, or quitting vol-

untarily without cood reason, may be disqualified as in the Can-

adian scheme for a period of six weeks. 

The German pla11 specifies tl1at to (!_r-?:vl benefits 

The \vor1cer mtlst have fulfilled the occupational re
quirements. He must be .:: .. ble and v;illinc to \Iork and 
involuntarily unemployed. He must not 11ave exhausted 
his claim. 

Eligibility fo~ benefits obtsins only after a person 
has during a year, worked 26 weeks in a compulsorily in
sur~d occupation. It may not be s~.ined t11rougl1 1nere pay
ment into the unernployn1ent insura11ce func1. Employrnent 
itself is a prerequisite ••• 

A person wl1o voluntarily le2-.ves ~n insured occup.s.tion 
to work independently or without pay is ineligible for 
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?enefits. An unemployed person receives no benefits cur-
1ng the period when l1e accepts v1ages or compens::~tion in 
lieu of them • • • 

. _Th~ foremost condition for eligibility is ability and 
w1ll1ngne~s to worl(. Unemployment must be invo.luntary • • 
A person 1s not considered able to \'rork if he is sufficient
ly ill or incapacitated to draw benefits from the health 
or invalidity insurance funds ••• 

There are legally justifiable bases for refusing a 
position. An unemployed person is not reauired to take 
up a position that is prohibited by lavl or that is e.c;ainst 
good morals. seemingly self-evident, this maxim has im
portant consequences. The unemployed need not accept a 
position under conditions contrary to the laws protecting 
labor. He may refuse worlc that pays a .. \·ro.go or salary tl1at 
is lower than the legal or customary rate. He may not, 
however, decline a position because its remuneration is 
lower than that to whicl1 he is accustomed. For nine \1eeks, 
employment that is unsuitable to his trainins, previous 
occupation, vocation~futur~or physical condition can be 
rejected. After that time only the last consideration 
excuses him. During the existence of ~n industrisl Qis
pute he can decline a position thereby 1nade uvo .. ilable. 
Work that is physically or morally uns~itable may be re
jected. He may refuse a position that offers insufficient 
remuners_tion to provide for l1is dependents. 

Inability to keep a job is a measure of one's ability 
and V'Tillinsness to work. The person 1~110 gives up his job 
without "vteighty" or "justifiable" reasons, or has lost 
it because of his conduct, forfeits claim to benefit for 
four \-teel{s, although the penalty n1ay be reduced to t\'10. 
The term may cover utilization of vocational training or 
re~ducation .bffered free of charge. An individual who 
rejects such instruction loses title to benefits for four 
\-leeks • • • Unemployrnent becau.se of a stril:e or locl\:-out 
is not considered involuntary, and is therefore not cover-
ed by insurance. (9) 

According to the social security Act, State sc:1e~Jes raust 

comply with certain reBulations pursuant to the insured person's 

qualification for benefits. Ag~in we quote: 

sec. 903. (a) The social security Board shall apprOV8 
any State (unemployment insuran~e) _lalv SUL)111itted to it, 
within thirty days of such subm1ss1on, which it finds 

(9}: Carrolr:-£2. cit;:-pp. 51-55. 
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provides that 

(1) All compensation is to be paid tl1rou[Jl public em
ployment offices in the State or such other ~:encies 
as the Board may approve. 

(2) No compensation shall be payaule with respect to 
any day of employment occuring '"i tl1in t\·ro years after 
th~ first d~y of the first period with respect to 
wh1ch contr1butions are required; 

(5) Compensation sl1all not be denied in any such state 
to any otherv-1ise eligible indi viduc:,l for refusing to 
accept ne\·f v1orlc under any of the follov-ring conditions: 
(A) if the positio11 offered is vacant due directly to 
a strike, lock-out, or other labor dispute; (B) if the 
wages, hours, or other conditions of the work offered 
are substantially less favorably to the individual than 
those prevailing for similar work in the locality; (C) 
if as a condition of beinG employed the individual 
would be required to join a company union or to resign 
from or refrain from joining any bona fide labor 
organization. 

2. THE WAITir1G PERIOD 

Another requirement for receipt of benefits in these 

schemes is-that a certain period of time must elapse between 

the day on \vhich the insured Inal{es applivo.-~ion for benefit, and 

the day on which payment of benefit begins. This period allows 

the employment exchanc~e a short time to attemp,:t'·,to find a job 

for the unemployed person, and also ensures that the schen1es 'trill 

not assist very temporary unemployrne11t. Under the Canadian Act, 

36. An insured person shall not be entitled to re
ceive benefit 

(a) for the first 11ine days of unemnloy:_ment \'lt1ich occur 
in any benefit year ••• 

and the term unemployment is expl~ined by Section 30: 

• • • a period of unemployment shall be deemed to 
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begi~ on. the date on which t11e insured person rnakes 
appl7cat1on ~or benefit in tl1e prescribed manner: 
Prov1ded ~ha~ regulations may be made authorizing 
some earl1er date to be substituted for the date 
of an application where good cause is shown for de
lay in making application. 

Under the British Act the waiting period is six days: 

31. (6) Benefit shall be payable in respect of 
each week after the first week of a neriod of con-
tinuous unemployment. -

Miss Carrell's statement in regard to th~ waiting period 

under tl1e German .A.ct reveals severE.l peculie.r features: 

After he reports to the labor exchange that he is 
une1nployed, a person must wait six days. ·rhen, if all 
efforts to place him are unavailinc, payn1ent of bene
fits begins. Concessions may be made, however, to the 
nerson' s decreased earn in~-= no1·1er du.rin '~~, the titne im-- __ , - ~--

mediately preceding unemployment. The waiting period 
may be elimimated if he has held a job less than six 
weeks. The same holds true if he has been only partly 
employed for tvvo weel:s or 1nore and has been paid at 
least one-tl1ird less than his usual \vase. Also if he 
has been incapacitated for work or has been incarcer
ated in a public institution for c--.t least a \·Teel: the 
rule may be vfaived. ~rhe waitinc. period may, under 
certai11 conditions, be reduced to three days. It 1~1ay 
be lengthened in case of videspread unemployment in a 
particular occupation in order partially to counter-
balance special ri sl(s. ( 9) 

Each of the state schemes in the United States lays down 

a waiting period. These periods are in 5enersl longer than those 

described above; for instance, in Massachusetts the perioC is 

four \~Teel\:s, in 1vasl1in;ton six, in Utal1 tvvo, in Ne\1 Yorl~ State 

three. 

3. THE PERIOD OF BENEFIT 

\9}: Carroll, ~· c~., PP· 55-56 
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Under the Canadian Act, 

34. An insured person shall ••• be entitled to 
receive benefit in any benefit year for a number of 
days equal to the difference between 

(a) one-fifth of the number of days for which contrib
utions have been paid in respect of him in the 
prescribed period of five years preceding the 
benefit year for whic~ the computation is made, 
and 

(b) one-third of tl1e number of days, if any, for which 
benefit has been paid to him in a precsribed per
iod of three years preceding the benefit year. 

Above and beyond this, we have already in anotl1er connection 

qu.oted Section 37 as sayin5 tl1at no person, havine; exhausted 

his benefits in any benefit year, Inay dra\·l furtl1er benefits in 

that year, nor in a following year unless sixty days' contrib-

utions have first been paid in respect of him. But we have not 

quoted the Act's official definition of the term benefit yea£: 

4o. {1) For the purpose of this Act, the expression 
••benefi t year" shall mean, in relation to o .. n insured 
person, the period of twelve months beginning on the date 
on which, in application for benefit, he proves 

(a) that the first statutory condition is fulfilled (i.e., 
at least 180 days' contributions ~aid in the last two 
years) in his case; and 

(b) excent for his first benefit year, that sixty days' 
contributions have been paid in respect of him since 
the last day for wmich he received benefit in his 
benefit year immediately preceding; 

a,nd every tv;elve months commencin[; on the date on \vl1ich 
that insured person proves the matters aforesaid after 
his benefits rights in his last preceding year l1ave 
either lapsed or been exhausted. 

A hypothetical example Inay help sho1v hovv these soraewhat 

complicated regulations will v1orlc out. SUPlJOse a rnan to have 



- 74-

worked steadily i~ an insured occupation, full-time for fifty 

wee1cs a year, during t11ree years. :·Jine l1Lu1dred d2.ys' contri b

ut ions v1ould then have been pa.id in respect of i1im. 

At the end of tl1ese three years, tl1e man beco1nes involun

tarily unemployed and proves l1irnself elir;ible for benefit. After 

waitins nine days, he is paid benefit for four full wee~s, at 

the end of which tiine he regains l1is old job. He -v;orl:s a fur

ther one hundred days, then again becomes unernployed. l'Tote tl1at 

this second period of w1employment is in the same benefit year 

as the first period. In this benefit year, he is entitled to 

a total of 180 days benefit (one-fifth of 900 days). Of this, 

during his first period of u ·1employ1nent, he had dravln benefit 

for twenty-four days. His second period of unemployment contin-

uing, he dra.\vs the 156 days' benefit to vvl1ich he is still entitled. 

Just as he exl12 .. usts l1is benefits, he is able again to retu.rn 

to his fo1'l1ner ernployrnent, o..nd before the bec;i11ning of l1is second 

benefit year, he works and pays contributions for sixty days. 

Should a thrid period of unemployrnent nov1 ensue, he is o .. ~o.ln en-

titled to dra\·l benefits. The total nt~mber of days for \'lhich l1e 

may draw benefit in this, his second benefit year, is one-fifth 

of the total ntlmber of da .. ys l1e l1as contributed in the past five 

years (1/5 of(900 plus lOO plus 60), i.e. 1/5 of 1060, or 212 
• 

days) minus one-third of the number of days' benefits received 

in the last tl1ree years ( 1/3 of 180, or 60 days) ,_,:1ic}1 is 152 

days. 

The provisions of the British Act in regard to the benefit 

period have less of a savinss, more of an insur~ce character. 
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An unemployed insured perso11 is entitled to receive 156 days' 

benefit in a year, with an additional day of benefit for every 

ten days' contributions psid in the last five years; one-fifth 

the number of days' benefits paid in the last five years to be 

subtra .. cted from tl1e e.dc1ecl days under this provisio11. Tl1e pro-

vision requirinG sixty days' contributions to be paid before the 

insured is qualified for benefits in any benefit year followinG 

one in v1hicl1 benefits have been exl1austec1, and t?1e definition 

Of th.e term "benefit year", a .. re identicc~l wi trl t!1e Ce:~ .. nD .. diC .. :i.1 .Act. 

In the German Act, 

Title to benefits nor1nall:/ lasts 26 \-reeks. After 
that time further benefits may be paid when t~e individ
ual has established a fresh claim. However, a person 
V'Tl1o takes o, position after he has d_ra\vn insurance is nob 
required to worlc 26 \veel::s at a. stretch before 11.e c.t:_;ai11 
becomes eligible to benefits. It is only necessary that 
work total 182 days within the sDace of 2 year pre-
ceding his loss of the job. (ll) 

As we noted before, the ordinary requirement for receipt of 

benefit is thc~.t the insured must l1~~ve worked 26 \vee::s in 2.. corn-

pulsorily insured occupation. 

Requirements in the various State schemes vary. Usually 

the vTorker must have '"'or1:ed frorn ten to t\venty-six weeks in an 

insured occupation in the previous year to qu.s.lify, and the 

benefits are paid as of right for a definite period, w!1ici1 is 

sometimes increased in proportion to past contribution. The 

Alaba.ma plan for instance pays 16 \·Teel~s benefit, plus one \vce:-: 

for every twenty weeks' contri bu~tions made in the past 260 v'leel:s. 

The Massachusetts plan pays 16 \veeks plus one \"lee:~ for eacl1 18 

TII}:-Carroll, £E. cit:-;-p. 56. 
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'rABLE C 

RELATIO!J OF RATE OF BElJEFIT TO RATE OF CO~TTRIB·UTION 

I~J TI-IE BRITISH UI'JErJ1PLOYMEI\TT I"JSUR;.JJC~~ BII:L, 1935. * 

Age and Sex Group ~Torkers' v.Jeekly 
contribution 

Men, 21 years and over lOd. 

'~~Tomen, 21 1f u 1t 9d. 

Men, 18 - 21 years 9d. 

women, 18 - 21 1t 8d. 

Boys, 16 - 18 years 5d. 

Girls, 16 - 18 l1 41Jd. 
boys 

Boys and Girls under 16 2d. 
girls 

Weekly 
benefit 

17/-

15/-

14/-

12/-

9/-
X 

7/-x 

6/-
X 

5/-
X 

Benefit 
Contribution 

20.4 

20.0 

18.7 

18.0 

21.6 

18.7 

36.0 

30.0 

* figures taken from the Third 2.nd Fourth Schedules to the Act. 

x these benefits are payable to boys between the aGes of seventeen and eiv1teen, cirls between seventeen and eighteen, boys under seventeen, and girls under seventeen, respectively. 

benefits which may be received is fairly constant except in the 

case of very young uersons -- see Table C on this page. The pro

visions in respect to allovrances for dependents are some\.'hat 

different: 

36. • • benefit •• shall be as the rates set out in 
(the Fourth schedule to tl1e .l~C t) • • • 
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Provided that young men and young women who are be
~ween t~e ages of eigl'lteen and twenty-one years and are 
1n rece1pt of an increase of benefit under either of tl1e 
two next following Sections shQll be entitled to benefit 
at the same rate as men and women resnectively who have 
attained the age of twenty-one years.~ 

37.--(l) Wl1ere an insured contributor v1l1o is entit
led to benefit has a dependent child or dependent child
re11, the vleelrly rate of benefit shall be increased by 
two shillings in respect of each child • • • 

38.--{1) Where the insured contributor is entitled 
to benefit the weekly rate of benefit shall be increased 
py nine shillings in the follov:inG cases, tl1at is to 
·say:--

(a) where the insured contributor has residing with him 
or is wholly or mainly maintaining his wife; or 

(b) where the insured contributor is wholly or mainly 
maintaining her husband who is pr?vented __ by physical 
or mental infirmity from supporting himself; or 

(c) where the insured contributor has residing with him 
and is wholly or mainly maintainin6 

( i) his father or step-fat!1er • . • or 

(ii) his widowed mother ••• or 

(iii) a female person who has the care of the de
pendent children of the insured • • • 

It will be seen that the British Act is much more liberal-

in the gr~a11tir1r3 of dependents' allov1ances than is the Canadian; 

benefit under the latter plan is increased by two shillin3s in 

respect of each dependent child of the insured person, as well 

as the large increase of benefit, similar to the only dependents' 

allowance granted under the Canadian Act, for a dependent wife 

or parent. 

The rates of contribution in the Gerinan Act were set as 
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-------------------
r~ ABI..~E D 

BENEFITS PAYABIE lfl'JDER TI-IE GERMA~~T U~JE!JIPLOY:-IETTr I:~STJR_4.~·TCE PLAN.* 

V? age 
Class 

I 

II 

III 

IV 

V 

VI 

VII 

VIII 

IX 

X 

XI 

Average '"'eel\:1y 
wac;e r0..te for 
three monhhs 
pr~evious to 

unen1p1o~ment 
(in i)x 

2.50 

2.51 - 3.50 

3.51 - 4.50 

4.51 - 6.00 

6.01 - 7.50 

7.51 - 9.00 

9.00 - 10.50 

10.51 - 12.00 

12.01 - 13.50 

13.51 - 15.00 

over 15.00 

nRepresenta
ti ve \~at-;e" 

( v1eelrly) for 
the class 

( • )~ ) X J.n ~ 

2.00 

3.00 

4.00 

5.25 

6.75 

8.25 

9.75 

11.25 

12.75 

14.25 

15.75 

Benefits, according to 
nllinber of dependents, as 

a percentaGe of the 
"Representative ~·12J~_:;e." 

0 1 2 3 4 5 

75 80 80 80 80 80 

65 70 75 80 80 80 

55 60 6:: 70 75 75 

'47 52 57 62 67 72 

40 45 50 55 60 65 

40 45 50 55 60 65 

37[; 425 47£; 52E 57!5 62.5 

35 40 45 50 55 60 

35 40 45 50 55 60 

35 40 45 50 55 60 

35 40 45 50 55 60 

* taken from Csrroll, Unemployment Insurance in Germany, p. 58. 

x marks converted to dollars at the r~te 4 mk. equal $1.00 

a nercentage of wages; benefits were determined in a peculiar 

way which can best be made clear by tl1e TaiJle, D, above. Note 

that here again, the dependants' allowances were much more liber-

a1 than t11ose granted under tl1e CaJnadian Act. 
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The State scl1emes in the Unl ted States provide, for tl1e 

most part, that benefit shall be a cert~in percen~23e of the 

wases received immediately prior to uner~ployrnent, but 'fdeel\:ly 

benefit payments shall not exceed a cert · · ~ t 2.ln n1ax1mum amoun'"' o 

any i11di vidual; sometin1es tl1ere is the further proviso tl12.t 

they shall not be less than ~ certain suu. In the California 

Act benefits are to be 50 per cent of waces, but oust not be 

more than ~15 nor less th2,n ,:;,7, per weelt, to c.ny beneficiary. 

Most other States set benefits at 50 per cent ·of former wa~es, 

althoue;l1 the 1nore liberal District of Colurnbic:. pD.ys 65 per cent, 

and is also one of the feTd scl1emes to (·~r~~~.nt clependents' allo-v;

a11ces. Most Ste .. tes specify a ~1~15 mc;.ximum \veel\:ly payment, and 

where a mi11irnun1 benefit is set tl1is ranges frOL1 ~5 to (~7 \-lee1rly. 

In Canada the a1Jproved benefit cl2.lms are to l)e paid 

through the Employment Exchanges, and in fact this is ~ cod

man feature of all the schen1es we are considering. The Employ-

ment Exchanges, to fulfill properly their primary function, 

must have many local branches, and this makes them suita~le for 

the payment of benefits. Tl1is 1netl1od of payn1ent also enables 

the plans' officials to l\:eep a closer checl\: on the leci timac:;

of claims than they could if, for instance, slairns vtere paid 

by mail. In places v1here there e.re no Employment EJ{Chanc;es 

the beneficiary may collect his payments at the Post Office. 

This provision in the CancStc1ian Act is pl1rased in much the sa.rne 
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way as Section 50 of the British Act: 

.l. Regulations may be n1ade by the r~inister under this 
Ac~,_w~th the concurrence of the Postmaster-General, 
pr~v1d1ng for the payme11t of benefit throLlt;h the Post 
Ofr ices and for enabling clai;:lants for t)enefi t to 
make their cla4ims through tl1e Post Office. 

Carroll, e;i vine; details of tl1e German Act, mentions some 

further provisions under this Act to ensure, by use of the ex

changes, tl1at legitimate claims only ~Till be paicl. The same 

detailed provisions will probably be fixed by adminis tr:?_.ti ve 

regulations under the Canadian Act, as they are under the 

British: 

The unemployed person must personally report to the 
labor exchange in his place of residence. He may not ap
ply by letter or through another person. The unemployed 
must himself give evidence of the fact and the duration 
of his employment • • • DurinG tl1e period in '·1l1ic11 a per
son receives benefit he is required by l2JT to re1Jort to 
the SffilJloyment office 2. t least three ti1nes a "/eel:. l-iore 
frequent attendance may be exacted. In some cases daily 
reportinc; is expected. HO\vever, exceptions to the rule 
demandin~ three reports 2 week m~y be srru1ted if they 
benefit £he u~employed person and do not violate the pur
pose of the rule. Failure to comply with this provision 
without due c~use results in loss of benefit for the days 
on which the unemployed person fails to renort. (13) 

The sole restriction placed bJ the social security Act on 

the payment of benefits is, as ~e h~ve noted, the requirement 

that benefits be paid "solely throuc;~n public employ~~-1ent offices 

in the state or such other a(5el1C ies as the Board n1ay al;prove." 

Though the British Act specifies (sectio11 31(6)) tl1at 

------
(13): Carroll~£2· cit:: p. 55. 
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"Benefit shall be pa.yable in respect of each vlee:·: after the 

first ,,reek of a continuous perioc1 of u_nernployrnent," it furtl1er 

states that 

35.--(1) Any three days of unernnloyrnent, whether 
continuous or not, within a neriod oi six consecutive 
days, shall be treated as on~ continuous period of un
employment, and any tv10 sucl1 consecutive periods sep
arated by a period of not more than ten weeks shall be 
treated as one continuous period of unemployment, and 
in this Act the exprescion "continuously unemployedu 
shall be construed accordinglv • ...__.. V 

The Cana~dian provision regardinG underemployrnent is 

slightly more liberal: 

35. An insured person who is unemployed for six 
full days in any calendar week ••• shall receive 
benefit • • • and for any calendar vleel( during 2~ por
tion of which he is unemployed, he shall receive bene
fit days in that ·week at the do,ily rates prescribed 
in that Schedule. 

provided only that he shall not be entitled 

to receive benefit for the first nine days of unemployment in 

any benefit year, nor 

36. (b) for the first day of unemployment in any 
calendar ""eel:, 

(i) unless the insured person is unem
ployed for the whole of that week, or 

(ii) u11less the first day of unen1ployment 
in that weelr iinmec1ia tely follO\jS a 
period of continuous unemployment of 
not less than one full week; 

D. Administratio~ 

The Canadian Act sets up an Unemployment Insurance 
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Commission, Insurance Officers, Referees, Umpires, and an unem

ployment Insurance Advisory Cotnmi ttee D .. s administrative bodies 

in connection with the scheme. 

The duties of of the Commission, which consists of a Chief 

Commissioner, a Commissioner represent~tive of labor and one 

representative of en1ployers, all appointed by the Governor-in

Council, include the general administration of the Act: 

4. {1) This Act shall be administered by a Commission 
to be called "The.Unemployment Insurance Commis~ion" ••• 

The powers of the Co1nmission are \vide -- it 1nay employ or DJlJPOint 

persons to carry out the provisions of the Act, make reculations 

in spheres delegated to it by the Act -- for the removal of anom-

alies \vhich may arise in the payE1ent of contributions or bene-

fits, or in connection with employnents covered by the Act; to 

ensure that the Act carries out its true purposes; to clarify 

administrative procedure. FOr instance: 

14. (1) Where it alJpears to the Co1nmiscion that the 
tern1s and conditions of service of, and the nattlre of 
the worlc perforrned by, any class of persons employed in 
any excepted occupation are so similar to the terms 
and conditions of service of, and the nature of the vrork 
uerfonned by, a class of persons em~loyed in an insurable 
emnloyment as to result in anomalies in the operation of 
this Act, the Commission Inay, by regulation, co11di tion
ally or unconditionally provide for includinc---

(a) the class of persons employed in insurable employ
ment among the classes of persons e1nployed in ex
cepted employment; or 

(b) the class of persons employed in excepted employ
n1ent ar11ong tl1e classes of perso11s employed in in-
surable employment. 

A different power of the Commission is specified in almost every 
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subsection of every Section Of the Act. It is the body in 
control of the carrying out of the Act, and in order to pre-
vent undue rigidity in the scheme, many Of the administrative 
details are left to its d.iscretion an cl for its exact rei;L1lat-

ion. It is an autonomous body in the sense that it is not 

under control of any e;.over11rnent depart1nent, bu.t ratl1er direct

ly under tl1e control of Parliat1ent. subject to the autl1ori ty 

of the other adrninistrative bodies set up in con11ection v1itl1 

the Act, and subject to revie\~r by Parli:JJJent, it has control 

over the carryins out of the measure. 

The Commission has the power to appoint, alone with many 

other officers, Inspectors whose duty is to ensure that no evas-

ion of the provisions of the Act occurs; and these Inspectors 

have leG~l rio1t to enter private premises and make inquiries. 

The appointment of Insurance Officers, Referees, Courts of 

Referees, and Un1pires, is laid dovln uy the Act: 

52. {1) The Commission may i~ each recional district 
established under this Act authorize sue~ of its officers 
or employees as tl1e Governor in Council 1nay B~pprove, to 
be insurance officers for such division. 

( 2) the Governor l_n Council 1na:>e appoint sucl1 
number of perSO:ns-~s are deemed necessary to be chairmen 
of courts ~f referees in each division. 

(3) the Governor in COLtncil n1ay, from amons,st 
the judGes of the Exchequer Court of Canada, ~nd of the 
superior courts of the provinces of ?sncda, appoint an 
umuire and sucl1 number of deputy-um1J1res as l1e rnay deem 
ne~essary for the pu~poses of this Act! and, ~ub~ec~ to 
the provisions of th1s Act, may prescr1be thelr JUrls-
dic tion • • . . 

53. (1) A court of referees for the purposes of this 
Act shall consist of one or more members chosen to re
oresent emnloyers, ~ri th an equal number of members chosen 
- -
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to represent insured persons a.11d a cl1airmc:J1 c~.-~Toointed 
as provided in s~section tw~ of section fifty:lwo. 

Except for the Insurance Officers, w~o are appointed by 

the Commission -- wi tl1 tl1e 2 .. pprovr.l of t11e Governor in Council 

the powers of these above-mentioned bodies impose certain lim

itations upon tl1e po~vers of tl1e Co1nn1ission. 

The main duties of tl1e Courts of Referees and tl1e U1npires 

are to act as courts of appeal, for the insured, from decisions 

of the Commission or its officers. This duty is detailed in 

sections fifty-six to sixty-six of the Act, under the heading 

11Clairn Procedure, 1' and tl1e reader sl1ould refer to tl1ese sections 

for a complete understanding of this function. In the main, the 

Insurance Officer must refer to the courts of referees, for al

lowance or disallowance, all claims where he feels the insured 

l1as not proved himself 1villins a11d able to v1orl:, where l1e be-

lieves that tl1e insured has been discl1arged by ree.son of his own 

misconduct or has voluntsrily quit his job, or where the insured 

has refused to attend recommended traininG schools. If a claim 

is dis~llowed by the Insurance Officer on other srounds 

grounds wl1icl1 are within !1is .~ut~1ori ty to juclge the insured 

may hirnself arJpeal to the Court of Referees, if he does so vtitl1-

in 21 days. An appeal from the Court of Referees to Qn Umpire 

is permitted in any case at the instance of an Insurance Officer, 

or of a. wor1:ing-men' s organization of \1!1icl1 tl1e insured is a 

member; and at the instance of the insured in any case where the 

decision of the Court of Referees vlas not unanimous, or \vl1ere tl1e 

chairrnan of the court gives permission for t11e appeal. Tl1e de

cision of the Umpire is final in any case. 
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The courts of Referees and the Umpires have thus been set up 

under the Act priElarily to ~nsure J]lstice in tl1e payment of bene

fits. 

The final administrative body in connection l'li tl1 the 1\.ct 

is the Unemployn1ent Insurance Advisory Cornmittee. This coln-

mittee consists of a chairman and fro·1n fo,1_r to sl·x b ~.. rnem ers, 8.~)-

nointed by the Governor in Council. the duties of the co1nn1i t tee 

have to do with safeguarcling tl1e financial soundness of tl1e Act, 

and are laid down iti section 84: 

84. (1) The Committee shall, not later than the 
end of February in each year, m~:e a report to the 
Governor in Council on the financis.l condition of the 
Unemployrnent I11surance Fund as of the thirty-first 
day of December last lJrecedi11G, and sl1all also oalre 
a report to the C~vernor in Council on the financial 
condition of the Fund whenever the Committee consid
ers that tl1e Fund is or is likely to becorne, and is 
likely to continue to be, insufficient to discharge 
its lia1Jilities, and rnay mal{e a report of the finan
cial condition of tl1e Fund at sucl1 ot11er times a..s 
the Committee may think fit. 

(2) If the Committee a~ any time reports that 
the Fund is or is lil~ely to become, and is lil{ely to 
continue to be, insufficient to disch~rge its liabil
ities, the report shall contain recommendations for 
the amendment of the provisions of this P..ct, or of any 
regul~tion made thereunder, either generally or·in its 
relation to special classes of insured persons, con
cerning any matters relating to the fina:1cial condit
ion of ths Fund, and, without restrictinG the general
ity of the foregoing, to---

(a) the statutory conditions for the receipt of insur
ance benefit and the provisions relatinG to the 
right to benefit; 

(b) the disq~alification for insurance benefit; 

(c) the meaning of "unemplo~/ment", or "unenployed", 
and of "benefit year"; 

(d) the rates of insurance benefit, the periods for 
which such benefit may be paid and the com-
putation thereof; 
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(e) the p~ment of benefit pendin3 sppeLls; or 

(f) the rates of contribution. 

. (3) Tl1~ amendments_ recom~.1ended sl1all, if the 
Comm1ttee co~s7ders the Fund insufficient, be such 
as

1 
in the 0p1n1on ~f. the Committee are required to 

mc;u\:e tl1e Fund suff1c1ent; or if tl1e Coinmittee con
s:-ders the Fu11d more than reasona·iJly sufficient to 
d1scharg~ its liabilities, such ~s in the opinion of 
the Comt1l ttee, may appropriately be rnade in t!1e cir
c~stances; and in ei tl1er c2Jse the 1-1eport sha .. ll con
taln a:1 estima4te of the effect vlhich the e.i.Llendrnents 
recon11:1e11ded '11/ill l1ave on the financisJl condition of 
the Fund. 

The sole function of the Advisory Committee thus becomes 

clear; its duty is to act as a check on the financial soundness 

of the Fund. 

The administra~ion of the Bri tisl1 u~1ernployrJent insurance 

lJlan is under the control of t11e Minister of Labour rather than 

under the cont1")ol of an independent cornn1is~.:ion. 1,he Act however 

provides tl1at 

56.--(1) There shall be constituted a committee to be 
called flthe Unemploygent Insurance Statutory Commit
tee" to give advice and assistance to the I~inister in 
connection with the discharge of his functions under 
tl1is Act and to perforrn tl1e duties specified in this 
Act. 

and it goes on to order that tl1is Stc:.tutory Corn1ni ttee shall con

sist of four to six members ~~pointed by the Minister of Lcbour; 

one Cha .. irma11, one member a}Jpointed after COI1s·.·.ltation \vitl1 rep

resentatives of labor, one after consultation with representativee 

of employers, one to represent Nortl1 Irisl1 interests; aL least 

one member shall be a ~1oman. The duties of tl1is Com1nittee cor-

respond roughly to tl1e duties of the Advisory Committee set up 
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by the Canadian Act; the Minister fulfills tl1e duties \vl1icl1 in 

Canada are performed by the Un 1 t r emp oymen nsurance Commission. 

The British Act sets up Insura11ce Officers, Umpires and courts 

of Referees witl1 exactly the same constitution and powers as 

those set up in Canada. 

The administration of tl1e Ger1nan .Act \tas placed in the l1ands 

of a Reichsanstalt fttr Arbeitsvermittlung und Arbeitslosenver-

sicherun5. l-1iss Carrell translates tl1.is ter8 as "Th.e I-.Jc~~tional 

Placement and Une1nployme:nt Insurance 'Service," and of its status 

sl1e says, 

Tl1e term Reic11SC:J1St2.1 t is dif:icult to translGte. 
It is not exactly c.··. fed.eral bureau, for it is autonon1aus. 
It is not exc:4ctly an !11sti tu Le, thou2~).1 often so tr2.nsl.~.ted 
into English. Tl1e Vlord Reichsanstalt '"ill be used througl1-
out tl1i s discussio11 • • • fl3T 

Perhaps 1-'liss Carrell vias not fc.l·Jiliar with tl18 connoto.tion of 

the term "Commissionn vJhen used in Cc~ .. i1o..dic·.n 2 .. nd British legis-

lation. In eJny case the Reicl1sa11stalt appears to correspond so 

closely vli th a Comn1ission in this sense that we iJay be justified 

in translating tl1e ter1n \vi tl1 tl1is worcl. 

The Gerrnan co:nt15.SEiOn is subclivided into "(a) the e;overn-

ing bodies; (b) the officials and their staffs Hho conduct the 

work of the (employment) offices; ~nd, (c) the courts of refer-

ence or a.ppeal.n(l4) 
Tl1e t\'lO nation2.l ngover11inb bodies", tl1e Board of Directo1.·s 

ctnd the :Na~jional Council, eaci1 n1ade up of a ciu_,,irrJ::.n 2 .. nd equal 

numbers 0 f employers' and workers' represen t[_ti vcs, sl1~ .. re betwee11 

(13,: Carroll, op~ cit.~p.60 n. 
(14): idem, p. bt. 
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them in slightly different division the duties of 

Insure .. nce Commis~ion o .. nd l~dvisory Co1nrnittee. The Board fixes 

the boundaries of local districts and has other such powers, 

\vhile the Counc.il, under the provisions of tl1e lie t, has broad 

regulative po\vers concerninG the sett in[; of contri 1Jutions and 

rates of benefit, '.vhicll it is expected to use not only to E1ain

tain the Reserve Fund at a safe level but also to "re;ulGte the 

labor mar le et." ( 15) 

German Courts of Reference or /1-ppes.l set up under t11e Act 

l1ave essentially the same constitution and po1vers as the cor-

responding Canadian courts. 

The Social security Act, ~s we have seen, pays the admin-

istrative costs of all State Unernployment Of~'ices if the Sta.te 

insurance pl&"ls conform to certain staJ1d2..rcls set by ti1e I~ct. 

The requirr:1ents of the Act in rego .. rd to administre,tion of the 

schemes entail the setting un of bodies which will administer 

the plans satisfactorily, permit appeals, and ensure financial 

soundness: 

sec. 303. (a) The Board shall make no certification 
for payment to any state unless it .•.. includes 
provisions for---

( 1) sucl1 metl1ods of adininistration . • • as are 
found by the Board to be reasonably calculated 
to ensure full payment of unemployment compen-
sation when due; and 

(3) Onportunity for a fair hearing, before an im
parti~l tri bune. .. l, for all indi vi~~als v1hose . 
claims for unemployment compens~~lon ~re den1ed; 

(15): Carrell, 2-E· cit., p. 62. _ 
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E. Elnployment Exchan~.!. 

For the purposes of placing the unemployed insured, and to 

provide local administrative offices for the psyoent of con

tributions, the payment of benefits, and the investigation of 

claims, tl1e scl1e1nes vle 2.re consiclerinG 1·1o.ve Ets ~;oc ia tee.~ \vi th ther.1 

employn1ent exchanges. 

I\To genera.l statement 1nay be rnade regardinG the actuo.l set

up of the United States scl1e11es in this res1Jec t, but in tl1e 

Canadian, 3ritish and German plans, the locC'.l offices of t~1e U11-

employr.aent Insurance commissions are also tl1e ernplo~nJent ex-

cl1anges. One staff perforri1S both ftE"lC tio~1s, \-Jhicl1 are l1arrnon-

ized as much as pos~ible. There is no restriction of the place-

ment function to only the insured unemployed_; .:.~ny person may 

a .. pply for a position tl1rough the excl1ane;e. 

Later we will discuss in detail the consequences of this 

association of exchanges a . .11d W1en1ploy:nent insuro.nce scl1e1nes; 

here '\ve must e:xa!~1ine briefly tl1e measures setting up t:lis as-

sociation. Under the Canadian Act, 

88. (1) Tl1e (Unemployn1ent Insurance) Commission 
shall organize and 1naintain 2.n eoployraent service for 
Canada in the manner provided in this Act. 

(2) It shall be tl1e duty of t11e Cor:E-:lis~ion 
in organizing and maintainins such employ~ent service 
to collect information concernin,3 employrJcn.t for '\·TOl'")~=
ers, and_ worl{ers seelrine; emplo:yrJent, and to the extent 
that the Commission considers it necesssry, to make 
such information e.vailc..ble 2Jt tl1e employnent offices, 
vTi tr1 a vievr to ass is tins vrorlccrs to obtain employment 
for which they are fit~e~ ~nd assis~ing employers to 
obtain workers most sult&J~e to the1r needs • • . 

89. (1) The Commission shall establish such re
gional dividions as it may ~eem expedient and desirable 
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a~d ~here shall be a regional office in such division 
a0 such place as the Commission may select • • • 

(2) The Commisoion shall establish ehl
plo~ment offices wit~in each division at smch places 
as ~ t may deem exped1ent and desiralJle for the pur
poses of this Act. 

The German Act is evidently, as usual, more detailed on 

specific matters of administrai tion v-1hich are left for ordering 

by regulations under tl1e Ca .. naclian Act. rde l1ave mentioned aJ)ove 

tl1e fact that tl1e tt- en1ployed person is required by 12.\r to re-

port to his local employ~e~t office, in person, to present ~is 

claiE1. Then, 

The placernent officer sea .. rci1es l1is file of avc:.il
able no si tions and tries to secur8 'vorl:: for tl1e an~oli-

.... 
.J.-

cant in his ovrn occupation • • • If notl1inc turns up in 
his locality • . • (and) if sornetl1inc; is f01.1nd else,~rl1ere, 

he is l\,kely to be sent tb.ere • • . If tl1ere are no 
openings, if he is in good physical condition, and if 
he is not at fault for losins his last position, he is 
given an unernployn1ent card. It is stamped for tl1at 
day • • • the process is repeQted on alternate workinc 
da .. ys until employment is finally found for hiT1. 

One week after his first 2pplicution to the ex
change, the unemployed person becomes eligible to 
benefits • • . On the next Saturday he applies to the 
pay vlindovl of the loc.2l labor office. ~e p~·esents his 
card which has been stamped accordins ~o code, and 
draw~ the benefits to which he is entitled for that 

vleek. ( 16) 

F. Pro vi sio11s for Pro1noting Employrnent. 
-

There is a special part of the British Act headed as 

above, which is not paralleled by the other Acts we have con

sidered. rt should be noted here for future reference: 

(lb): Carroll, 212· cit., p.OO: 
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100.:--(1) Where any scl1e1ne for lJror.1oting creater re,rt
ular7tY.?f employment in any industry is, on the joint 
appllCB..""GJ.On of any organization rc}lresentin~- vTor~:ers 
and a11 organization representin2: ernplo~rers fl1 the in
dustry, appr<?ved by the J..·Tinister, tl1e ~!inister ::1ay in 
accordance w1th arrQngements made by him with the con
sent of tl1e Treasury, as3ist the adJninistrc:.tion of tl1e 
scheme by attaching officers of the I-Iinistry of LcJJour 
to help in the administration thereof and by any such 
other means GS he thinks fit. 

(2) The Minister may, in accordance with such 
arrange1nents as aforesaid, issue on bei1alf of ein
ployers to perso11s to whom al1Y sue~·: sche~l"le 8.)plies, 
Sllms by way of v1aces or n.ddi tional benefits in re
spect of unemplo~nent of comDens~tion for loss of 
employuent • . . -

101. The Minister shall, so f~r as nracticable, make 
arx~an5ements \'Vi t11 employers for tl1e notific~.tion by 
employers to employnent exchanges of situations in 
their employBent which are vscant o~ about to become 
vacant • . • 

102. Wi tl1 a vi ell to pro1notin[; em~J.l.oynent, tl1e I-·:ini ster 
may, on such terrns and subject to such condi tio11s as 
may be determined by schedes n1ade by l1im '"i th the c:,.p
urovcJl of the Treasttry, rna2.:e provision b~r vrc.~J of 
g1")a11t or loan or ot11er\vise for tl1e pur~)ose of fB.cil-
i ta tins the rernoval of worlcers and tl1eir c~epenc1ents 
f~om one place to another and • • • for assistinc to
ward their resettlement. 

T11e Ca .. nadian Act has no s1Jcl1 sections 2.s tl1e c.bove, except 

in the case of section 102, \11liCil is duplic.o..ted therein. 

After this Chapter-long comparison, we feel justified in 

saying here that the above four sche~es are in ~ll essential 

respects sirnila.r. EVen tl1e United states plc.n, forced into a 

peculiar form by constitutional difficulties, rese~Jbles the 

others. we believe that tl1e !Jl2v11s o .. re enousl1 sitlilar to s2.fely 

permit analogy betv1een their aims and effects. 



CHAPTER IV: THE AIMS OF CANADIAN U}mMPLOYMEN~ INSURANCE ......... 

A. The Nature of the Scheme. 

Many aims of such a scheme as the Canadian Unemployment In

surance plan follow logically from the very nature of the plan 

itself. We need not cover again ground which we have carefully 

gone over -- the characteristics of the Canadian scheme were 

considered in detail in the Chapter preceding this. It will 

take but a few lines here to show how in all its details the 

plan conforms to what we have defined as unemployment insurance. 

In the words of that definition, 

Unemployment insurance is a scheme by which funds 
are accumulated, by or in the name of the insured, to 
provide benefits, received as of right, at a predeter
mined rate and for a definite maximum period, upon the 
proved occurrence of involuntary unemployment to in
sured persons continuing able and willing to work. 

Now, the Canadian scheme pays benefits from a FUnd formed 

by insurance contributions, and from that Fund only; further

more, the Fund is to be used for no other purpose. The bene

fits are payable as of right, and the rate and maximum duration 

of benefits are predetermined. The unemployed person must prove 

"that he was unemployed on every day on which he claims to have 

been unemployed" and this unemployment must be from causes not 
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within his own control. Fin 11 t a y, o receive benefit the insured 

must prove "that he is capable of and available for lvork but 

unable to find suitable employment." Thus the conditions called 

for in our definition are fulfilled. 

The Canadian scheme is the usual hodge-podge mixture of in

surance, savings, and compensation that composes most "unemploy

ment insurance" schemes. The various principles are introduced 

for several reasons, perhaps most notably to achieve the desired 

purposes of the measures while retaining a sound financial base. 

In a way, following Wolfenden, we might consider the Act 

a sort of "limited liability insurance pla .. n" (this is his con-

notation of the commonly used phrase, popular in the United 

States, "unemployment reserves plan") -- but that term is also 

applicable to all other unemployment insurance schemes. Because 

they guarantee benefits, in set relation to contributions, for 

a limited ~riod of ti~, upon occurrence of the contingency 

for which coverage is provided, they are insurance of this type. 

The accumulated fund, the sharing of an actuarially-estimated 

risk, are insurance characteristics. Perhaps most important is 

the stipulation that the contingency to be insured must not be 

under individual control. Decidedly an idea borrowed from pri

vate insurance plans, this closely limits the type of unemploy

ment which may be insured; but for obvious reasons it is a nec

essary provision. Exclusion of the sick or injured unemployed 

is also necessary, for slightly different reasons. 
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As we have seen before, it is probable that the primary 

reason for the addition of savings elements to unemployment in

surance is the fact that, since unemployment may occur to such 

a large percentage of the insured population at one time, the 

mere spreading of risk would not result in spreading of enough 

funds to provide subsistence for all the unemployed. The total 

income received by all workers during the depression phase of 

the cycle would not be enough to support both employed and un-

employed workers. The solution then is to save 

ceived when total income to workers is hi~~for days when many 

·will be unemployed. The principle is simple, but it brings with 

it annoying corollaries. If savings principles are instituted, 
withdraw 

each person's right toAsums proportionate to those he has invest-

ed is automatically acknowledged. Thus, under the Canadian 

scheme, we have the "rule of five" for determination of the bene-

fit period. 

Qompensatio~ characteristics are included in the plan be

cause the Government evidently places upon employers, and upon 

itself, some of the responsibility for unemployment -- and 

therefore some of the financial burden of its relief. If, by 

reason of a person's having become employed, he is entitled to 

certain payments from others when laid off -- the implication 

being that whoever is forced to make these payments (employer 

or government) "owes" him a job -- he is receiving compensation. 

Thus the Canadian plan, to which both employers and Government 

contribute, may be held to have at least some compensation 

characteristics. 



- 95 -

B. The Aims of Unemployment Insurance. 

However, these characteristics of savings and compensation 

are common to the Canadian, British, American and German plans. 

They present no reason for denying that the Canadian plan is 

unemployment insurance, but rather a stronger reason for affirm

ing that it is. Then if the Canadian scheme is unemployment in

surance, tautological as it may sound, its first and by far its 

most important duty and aim must be to provid~ insurance a5ainst 

unemployment. From this simple statement follow all the aims 

we must consider in this section -- the aims of the Canadian 

Act implied, and even impelled, by the fact that it is an 

unemployment insurance plan. 

1. THE PLAN AIMS AT FURTHERING THE COMMON WELFARE, EVEN AT THE 

COST OF SOME INDIVIDUAL INJUSTICE. This has been discussed in 

detail in Chapter I!, and need not again be stressed. It is how

ever very important that we try to obtain some estimate of tl1e 

exact balance between individual justice, and tl1e common good, 

aimed at by the Canadian Act; this will be attempted in section 

C of this Chapter. 

2 • IT AIMS AT REMAINING FU}!DAr{El'ITALLY DIFFERE~!T FRO~,! RELIEF. 

This as we have seen is essential to unemployment insurance, ax.d 

those who instituted our Canadian scheme seem to have been aware 

of this fact. The benefits under the scheme are payable as of 
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right, and the Honourable N. A. McLarty, speaking in the House 
of Commons said 

The next ~mendment* is to Section 43(f). This 
paragraph prov~des that a person shall be disqualified 
from receiving benefits while he is in receipt of 
benefit under the Old Age Pensions Act. The committee 
was impressed by the soundness of the argument • • • 
that a man who had paid his contributions sl1ould re
ceive his benefits under tl1is legislation as a right 
and should not be precluded from exercising and en
joying that right because of some other benefit he 
might be receiving by what might be regarded more or 
less as an act of srace. (1) 

This single fact, that the criterion of right rather than 

that of need is to be considered as qualification for benefit, 

establishes a fundamental distinction from relief -- if the pro

vision is strictly observed. But we may call upo11 more defin

ite statements than that to prove the Government was cognizant 

of the fact that insurance could not, and sl1ould not be forced 

to, take the place of relief payments. Mr. McLarty told the 

House that the Act 

••• is not an unemployed aid or assistance act. 
In other words it d~ not intend by any means to cover 
the field of unemployment ••• Both the national employ
ment-commission and the dominion-provincial relations 
commission have recommended that to supplement the nat
ional unemployment insurance bill there should be passed 
what was called by one a national assistance bill and 
by the other a national aid bill • • • This bil! • • • 
w1ll~remove at least a certain number of our population 
from the necessity of receiving unemployment aid. (2) 

* recommended to Parliament by~he Special Committee of the House 
of commons on the Unemployment Insurance Bill, which reviewed 
the bill before it was brought up in the House for third reading. 

(1): Debates, House of ~mons, Canada, 194o; p.l986. 
(2): idem, pp. 19S7-~; underlining mine. 



- 97 -

No clearer statement from an authoritative source, of the Can

adian Act's recognition of the distinction between insurance 

and relief, could be desired. 

3. IT AIMS AT COVERING ONE RISK ONLY, that being the risk of 

involuntary loss of employment by insured persons continuing 

able and willing to work. When members of parliament inquired 

whether loss of employment due to illness would be covered by 

the Act, Mr. McLarty replied that it would not: 

••• this is an unemployment insurance act. 
It is not a health insurance act. It pays no 
benefits for sickness. (3) 

And indeed, the phrasing of several sections of the Act itself 

-- the third statutory condition for the receipt of benefit, re

quiring the beneficiary to be capable of and available for work, 

but unable to find it; and other sections support fully our 

belief that the insurance is not designed to cover unemployment 

which is voluntary, or which leaves the unemployed person unfit 

for work. workmen's compensation, sickness and old age insur

ance must all be part of a well-balanced social insurance prog

ram; unemployment insurance cannot be a blanket measure to take 

the place of these other measures where they do not exist. 

4. IT AIMS AT MAINTAINING A SOUND FINANCIAL BASIS: This, per

haps the most truly fundamental requirement of unemployment 

[3): Debates, 2£· cit., p. 1987. 
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insurance, is a marked feature of the Canadian Act. The quest-

ion of whether or not the Act would prove financially sound was 

one which occupied the attention of Parliament for the larger 

part of the time it spent in discussion of the measure. Ob

viously, if an unemployment insurance plan is to be divorced 

from any suspicion of being a mere relief measure, it must be 

on an actuarial basis strong enough to preclude borrowing from 

the Government to meet its obligations. In Great Britain, the 

debts of their insurance scheme became so great that in 1931 

there was 

••• probability of a deficit of some 12,000,000 
pounds in the public finances, due largely to the in-
solvency of the Unemployment Benefit FUnd. (4) 

Certainly, such a deficit -- which is named as one of the con-

tingencies powerful enough to influence Britain in abandoning 

the gold standard -- must not be allowed to occur in Canada. And 

on the other hand it would be futile -- even harmful -- to ac-

cumulate a huge reserve, far beyond the limits of what would 

ever be needed. The Canadian FUnd then had to have an actuarial 

basis. This necessitated many restrictions in the measure. ~r 

this reason (as well as for others) a certain disregard for in

dividual justice was imperative; for this reason certain occup

ations and types of employment had to be excluded from coverage 

by the Act; for this reason was necessary a benefit period of 

definite maximum duration, set by the number of past contribut

ions made; and the benefit payments had to be actuarially pre

determined in relation to contributions. We may quote several 

(4): Day, J.P., !g Introduction~ Worl~ Econom!£ History, p. 98 
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statements made by Mr. McLarty: 

The rates of contributions in the present bill 
have been recommended by the chief actuary of the 
Department of Insurance, and he has furnished a com
prehensive report showing 1n detail how the rates of 
contributions are arrived at • • • (5) 

And further, again regarding the way in which rates of contrib

ution have been set to attain financial soundness in face of 

possible demands upon the Fund: 

An examination of Mr. Watson's (the chief actuary's) 
report shows that his report 1n 1935 and his report on 
the present bill were founded on the data of unemployment 
for the eleven years from 1921 to 1931, the average rate 
of unemployment over which period, as shown by data used 
in making the calculations, having been 12 per cent ••• 
the average number of benefit days for insured persons, 
as computed on that basis of 12 per cent, was increased 
by 30 per cent, with a view to making provision in part 
for higher unemployment than that shown by the period of 
1921 to 1931. In addition, a number of other adjustments 
were made with a view to computing rates which might 
reasonably be considered sufficient. (6) 

The scheme is to be kept on a sound basis by the continual 

scrutiny of the Advisory Committee, whose chief duty, as we have 

seen, is to check periodically the financial soundness of the 

plan and recommend to Parliament any needed changes. Though 

the final authority in amending the Act will of course rest with 

Parliament, it is likely to be influenced by the findings of the 

committee, for it is the declared intention of the Government 

that the Committee's chairman shall be an actuary of recognized 

ability. It will be instructive to quote again the specific 

(5): Debates, 22· cit., p. 1988. 

(6): idem., p. 1989. 
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matters regarding which the Committee may recommend changes, 

for these are bound to be the i1nportant considerations determin

ing the actuarial soundness oft the Act, the financial safe

guards built into the scheme. Under section 84, the Committee 

may recommend changes in 

(a) the statutory conditions for receipt of insurance 
benefit, and the provisions relating to the right 
to benefit; 

(b) the disqualifications for insurance benefit; 

(c) the meaning of "unemployment," or "unemployed, .. 
and of "benefit year"j 

(d) the rates of insurance benefit, the periods for 
which such benefit may be paid, and the comput-
ation thereof; 

(e) the payment of benefit pending appeals; or 

(f) the rates of contribution. 

5. IT AIMS AT I!~CREASII·TG PRODUCTIVITY. Any social legislation 

has as one of its aims the increasing of the total productive 

capacity of the community. The theory is that 

• • • such insurance would remove the spectre of 
fear which now haunts the wage earner and make him a 
more contented and better citizen. (7) 

And, being more contented, he would increase his productive ef

forts, to the advantage of the community as a whole. Advocates 

of social legislation claim that this effect is also achieved in 

so far as social measures, in giving more power to the worker, 

help ~~ualize power and smooth out industrial conflicts. 
(7): Mr. McLarty, quoting from the Report of the Mathers Com
mittee on Industrial and Labour Conditions. Debates, p. 1647. 
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These claims cannot easil;/ be gainsaid. The only question 

which may be asked is whether such measures as unemployment in

surance do not decrease productivity in other ways. Does the 

power granted by insurance enable the worker to obtain from his 

employer wage scales and working conditions not economically 

justifiable? If so, production would surely suffer; here is a 

question to be carefully considered later in our analysis. Does 

productivity suffer because the worker, knowing his periods of 

idleness will be provided for, strives less diligently than be

fore to obtain employment -- or, while employed, strives less 

diligently than he might to please his employer? To this very 

real danger, the Canadian insurance scheme has found several an-

swers. First, workers discharged because of their own miscon-

duct, or those quitting their employment without good cause, are 

disqualified from receipt of benefit for a certain length of 

time. second, great care has been taken to ensure that the bene

fits paid unde~ the Act shall never approach the amount the work

er would ordinarily earn while in employment. This was the main 

reason why wage earners were classified in the Act into eight 

groups, according to the wage earned, each group having its own 

rate of contribution and benefit. Granted the desire to keep 

benefits below wages, and the desire to maintain a constant rat~ 

between contributions and benefits, a flat rate of contribut

ions and benefits, no matter what the wage -- as under the Brit

ish Act -- would mean that maximum benefits would have to be 

lower than the wage of the lowest-paid insured person. In a 
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such as Canada, with widely varying conditions and wages for la

bour, such a "flat-l~ate" system might bring great hardship in 

maby cases. And since one purpose of the Act is (to quote Mr. 

McLarty) "to protect the normal standard of living of the work

er," graded contributions and benefits had to be introduced to 

achieve this, while still maintaining benefits below wages in 

each individual case. 

This consideration was also responsible, at least in part, 

for the fact that dependent's allov,rances in the Canadian plan are 

* not as generous as in some other schemes. As shown in Table D , 

TABLE E 

RELATION OF BENEFITS TO WAGES IN THE CANADIAN INSURANCE PLAN*. 

Wage Group 

5.4{) 

7.50 

9.60 

12.00 

15.00 

7.50 

9.60 

12.00 

15.00 

20.00 

20.00 - 26.00 

26.00 - 38.50 

Benefit (no 
dependants) 

4.08 

5.10 

6.Cb.2 

7.14 

8.16 

10.20 

12.24 

Percentage 
of Benefit 
to Wage 

76 - 54% 

68 - 53% 

64 - 51% 

59 - 48% 

54 - 41% 

51 - 39% 

47 - 32% 

Benefit 
(\-vith de
pendente) 

4.80 

6.00 

7.20 

8.40 

9.60 

12.00 

14.4o 

Percent 
Benefit 
to wage 

89 - 64% 

80 - 6?1/o 

75 - 60% 

70 - 5$'fo 

64 - 48% 

60 - 46% 

55 - 37% 

*Figures from the Second and Third Schedules to the Canadian 
Unemployment Insurance A&t, !240. 

-----
•above, page 78. 
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benefits under the German Act, for those in the lowest income 

brackets and with numerous dependents, might be as high as 80 

per cent of normal wages. Benefits under the Canadian Act can 

be as high as 89 per cent under similar conditions (see Table E) 

and this high ratio of benefits to wages prevents giving more 

liberal family allowances. 

Production will suffer in spite of this if the mnemployed 

person, in receipt of benefit, prefers his reduced income, ob

tained without labour, to a return to employment, and thus makes 

no genuine effort to find work. It is to combat this that an 

employment exchange is associated with the Canadian scheme. The 

task of the exchange is to find work for all those unemp~oyed 

who can possibly be placed. 

It is true that the employment exchanges will not perfect

ly take the place of individual effort in finding jobs for the 

insured -- though they may be almost as efficient in the long 

run. But it cannot be denied that the worker will lose some of 

his fear of unemployment if he knows his income will to some de

gree be continued during his period of idleness. Even should 

the danger of "malingering" during unemployment be entirely over

come, the danger of slackening of effort during actual employment 

is a serious one which must be balanced against the incentive to 

production,provided by increased securit~ before a final eval

uation of unemployment insurance's effect on production may be 

made. But enough has been said to show that the intention to aid 

production is present. This, then, stands as another of the aims 

of the scheme. 
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6. IT AIMS AT ENCOURAGING EMPLOYMENT AND AVOIDING ANY DIS• 

COURAGEMENT OF EMPLOYMENT. This aim is akin to that stated a

bove, and might perhapsf be recognized as a particular case of 

the general aim given there. In another connection, we have 

said that the primary aim of unemployment insurance must be to 

assist the unemployed, but that its secondary aim must be encour

agement of employment, for othenTise it would be defeating its 

own ends. Increasing productivity is a general aim of all soc

ial insurance; encouraging employment is a general aim of all un

employment insurance; 

The provisions we discussed above -- benefit rates below 

normal wages, disqualification from benefit because of discl1arge 

for misconduct, use of the employment exchange -- are instances 

of the Act's desire to avoid any diminution of the will to work 

on the part of the employee. To prevent any diminution of the 

quantity of employment offered by employers, care was taken to 

keep the employer's contribution low enough that-- even assum

ing no portion of it is shifted -- production costs would not be 

increased to a point which would threaten to cause a decrease in 

production. Other duties imposed on employers -- the obligat

ion to calculate and pay contributions for both himself and his 

employees, for instance -- were limited by the same factor. 

At the same time, the Act seeks to encourage employment by 

rendering workers more fit for their jobs; the fourth condition 

for the receipt of benefit requires the unemployed person to at

tend training courses, if the Commission considers he should do 

so, and the intention to make full use of this provision is clear, 
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Mr. MeLarty told the House of Commons* that while the Insurance 

Commission would not at present set up any tr · · h a1n1ng se ernes of 

its own for the rehabilitation of workers, it would send unem-

ployed workers, under this provision, to training schemes already 

in operation. 

The existence of employment exchanges should also tend to 

reduce frictional unemployment by making a large body of workers 

available to any employer needing labour; and this as we have 

said should counterbalance any tendency for frictional unemploy

ment to increase because of slackening of individual effort in 

job-hunting. 

7. IT AIMS AT MAXIMm~ ADMINISTRATIVE EFFICIENCY AND ECONOMY. Any 

government-subsidized measure, and especially one such as the 

Canadian Unemployment Insurance scheme in which administrative 

costs are borne directly by the Government, will make every ef

fort to ~ttain maximum efficiency and economy of administration. 

But the Act compells employers, as well as the GOvernment, to 

undertake certain administrative tasks; it is necessary that the 

cost of these should also be minimized. These statements, which 

can hardly be questioned, will form the basis of several of our 

criticisms and recommendations in regard to the Act. 

The above are the chief aims imposed upon the Canadian 

unemployment insurance scheme by virtue of the fact that it is 

unemployment insurance. But we must also consider 

*Debates, OP,• ~., p. 2017. 
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C. Specific Aims of the Scheme. --
Who are intended to bear the real cost of this plan, and 

in what measure is each taxed? Exactly what types of unemploy

ment are to be assisted? vfuat is the precise balance between 

individual justice and sommon welfare the Act aims at striking? 

Those are the most important questions which must be answered 

here. 

1. DISTRIBUTIOrJ OF THE COST OF THE INSURANCE SCHE~iE. 

We have deduced above* that the Government will pay rough

ly 29 per cent of the cost of unemployment insurance. There 

seems little reason to doubt that this money will be approp

riated, without redress, from general tax receipts. The Act 

states specifically that the moneys for administrative costs, 

and those paying the Government's share of the Fund, are to be 

paid over from the Consolidated Revenue Fundx. Whether the funds 

so paid out will be indirectly recovered by nev-1 taxation of spec

ial groups is a matter for conjecture, but nothing of the sort 

seems indicated. Even were this done, it could not be openly 

recognized without occasioning a change in the fundamental prin

ciples of taxation; so tl1at no really definite pronouncement on 

this matter may be made. 

With regard to the employer's contribution, a difficult 

question is again encountered. There are two possible theories: 

first, that the Government sincerely expects and believes that 

* page 61 -x: sections 11 and 77 of the Act. 
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employers will bear the full burden imposed upon them by the 

Act; second, that the Government realizes employers' contribut

ions will not be borne by them, but will be passed on indirectly 

to consumers or workers; and that the collection of contribut

ions from employers is a mere expedient. Discussion of whether 

or not the contribution actually is shifted must be deferred to 

a later Chapter; but we may ask here whether the Government ex

pects or does not expect that it will be shifted. 

The Act definitely prohibits any direct collection of the 

employer's contribution from his workers. It cannot, however, 

effectively prevent a lowering of wages or a raising of product 

prices which would pass the cost of the employer's contribution 

to the worker, or, in the second instance, the consumer. It 

seems likely, considering the relative economic strengths of the 

groups involved, that this will occur -- although proof one way 

or another, even on the basis of previous experience by other in

surance plans, is difficult -- and it is unlikely that the Gov

ernment was 1~1orant of this. One employer, giving evidence be

fore the Special committee of th~ House of commons which examined 

the bill, stated quite frankly, 

The manufacturer cannot stand all these taxes; ha 
has to do something with them. They reduce wages or 
else add it to the price. (8) 

The general feeling in the House appeared to be that this 

would probably occur, but that the Act could do nothing further 

(8) Johnaon, quoting in the House o~ Commons evidence g1ve~rbyCM~: Norman J. Dawes before the Spec1al Committee. 
Debate!, 2E• £!1., p. 1997. 
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to prevent it. If the contribution was 1 not ikely to prove a 

real burden on the employer, why was it levied at all? Although 
this was not admitted -- nor even suggested reasons or ex-

pediencJ could be the only excuse. It is a popular foible to 

blame employers at least partly for the occurrence of unemploy

ment, and to feel that they should bear some part of the cost of 

its relief. 

Working seriously through the Government with this belief, 

some of the State plans in the United States (Wisconsin is an ex

ample) graded contributions from each employer according to the 

use his employees were forced to make of the fund ("merit rat

ing"). Thus, stabilization of employment was to be encouraged. 

such plans have been criticized on the basis of their unfairness, 

those who have studied the question declaring that the individ

ual employer can do little to influence the incidence of most 

types of unemployment. And, it is said, contributions of the 

size required are so small a proportion of production costs that 

they furnish little incentive to stabilization, even so far as 

it is possible. FUrther, if it be granted that the contribution 
incentive 

might be shifted, it could then provide no stabilizationAfor the 
~ 

employer. 

Exaction of contributions from the employer cannot increase 

employment; it may even discourage employment by lowering the 

marginal productivity of labour. In any case, the individual em

ployer is not to be held responsible for most unemployment. How 

very sensible, then, is the Canadian method of collecting from 

the employer contributions which the Gmvernment realizes will be 
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shifted, thus satisfying the public's demand for some employer

compensation for unemployment, without laying any burden on in

dustry. Who can suggest a way to avoid laying a slight extra 

burden on the worker, or the consumer? * Who cares ? 

Last to be considered is the worker's contribution. This 

analysis, at least, is straightforward enou@1. The reasons why 

contributions must be exacted from the insured have been con

sidered, and there is no ambiguity in the Act, no weaker econom

ic group, permitting the worker to shift his contribution. The 

worker is classified into a certain wage group, his contribution 

is set, and except possibly in a few cases when there is evasion, 

that amount at least is exacted from him and placed to the cred

it of the Insurance Fund. His further support of the FUnd may 

be indirectly compelled by shifting of the employer's contribut

ion to him, but it is certain that he pays at least this much. 

2. THE TYPES OF UNEMPLOYMENT AIDED BY THE PLAN. 

we have classified unemployment in four main groups: tech

nological, cyclical, frictional and seasonal. We must determine 

which of these types the Canadian Act intends to aid; and this 

brings first the question: what are the reasons for excluding 

certain persons from coverage by the Act? 

First, those earning over two thousand dollars each year 

The Obv~ous conclusion is that the Act intends are excepted. • 

to aid only those whose income is so low that they may be presum-

ed unable to provide for themselves funds against unemployment. 

* This whole question is re-opened in Chapter VII. 
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We may say that the Act intends to insure against unemployment 

only those persons generally covered by the term "workers" __ 

Marx' s phrase was "wage-slaves" -- whose earnings are enough to 

provide for subsistence but not enough to leave a margin for 

savings. 

Second, persons employed in occupations where the rate of 

incidence of unemployment cannot be accurately estimated or de

termined, are excluded to protect the actuarial basis of the Act. 

This was apparantly one of the chief reasons for excluding per

sons engaged in agriculture from coverage. 

Third, and one of the more important administrative diffi

culties causin~ exclusion of certain workers, is the fact that in 

some industries conditions of employment are so indefinite and 

employers so irresponsible that collection of contributions is 

difficult and costly. Mr. McLarty gave this as one reason why 

persons employed in lumbering and logging industries were ex

cluded in Canada. \ihere lumbering is covered in Oregon, he said, 

"the administrative costs in that state are 38 per cent higher 

than the average costs throughout the United States.n(9) r,!r. 

McLarty stated that domestic sefvants were excluded for the same 

reason. It is also the reason for exclusion of workers employed 
certain 

by employers who hire less than aAminimum number of men, in many 

state Acts, but there is no such general provision in the Can-

adian Act. 

Fourth, and another administrative difficulty, is the fact 

that in many occupations the occurrence of involuntary unemploy-

ment is difficult of proof. Many of these occupations are the 

(9): D~ates, 22· cit., P: 2050. 
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same as those excluded for one or both of the reasons given just 

above; in agriculture and lumbering, for example, involuntary 
unemployment would be difficult to prove d or isprove. 

Fifth, a few occupations are excluded because involuntary 

unemployment is unlikely to occur in these employments. A per-

son employed in the Canadian Civil Service, for instance, is never 

discharged excppt for cause. Coverage by the plan would be of 

no benefit to him, and hence is not extended to him. 

Sixth may be mentioned a reason for exclusion stated sever

al times by Mr. McLarty. Employment which cannot be secured 

through the Exchanges cannot be insured: 

Certain industries do not lend themselves to the 
application of the employment office system. Take for 
instance the case of school teachers. If a teacher 
is seeking employment, naturally he or she would not go 
to an employment office, but to the secretary of a board 
of education or some other employment agency of that 
board. (10) 

If these are the more important reasons for exclusion of 

certain classes of workers, can we conclude that any specific 

types of unemployment are excluded from the scheme? It is true 

that because of the nature of unemployment insurance, the plan 

cannot aid any person who is unemployed for a protracted period 

of time; but whether his unemployment results from technological, 

cyclical, or frictional causes, he will receive the total 2JnoLr~1t 

of benefits to which he is entitled. Indeed, we might well 

claim that the Act is clearly intended to assist technologival 

unemployment, because of its provisions for the rehabilitation 

(lO): Debates, £2· £!!., p. 1988. 
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of workers; that it aims at assisting cyclical unemployment, 

because of the attempts to ensure that 1.·t will be financially 

sound throughout the entire cycle; and that it is designed to 

aid and minimize frictional Uhemployment, because or the close 

association of employment exchanges with the scheme. 

But do the provisions of the Act specifically, or in ef

fect, bar seasonal workers frorn insuring under the scheme? If 

so, in what manner, and for what reasons? It is clear that the 

requirement of 180 days' contributions in the past two years as 

a condition for the receipt of benefit will not exclude seasonal 

workers. Turning to the list of excepted occupations contained 

in the First Schedule to the Act, we find there some employments 

which are clearly seasonal, but for the most part they are ex

cluded for one of the reasons, one of the administrative diffi-

culties, given above. It may be that, in some cases, the consid

eration that inclusion of certain seasonal occupations would up-

set the actuarial basis of the plan, influenced the decision to 

exclude them; but this, if true, was passed over lightly. The 

members of the opposition in the House, especially those repre

senting British Columbia -- in which province lumbering and ship

ping are important industries -- urged strongly that forest work-

ers and stevedores should not be excluded merely on the grounds 

that they were seasonal worl{ers. Though Mr. McLarty ~ras careful 

not to deny that these classes were excluded specifically because 

their employment was seasonal, ha at no time admitted this, and 

several times suggested other reasons for tl1eir exclusion. How-

ever Mr. Roebuck stated frankly, 
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The reason why these p ti 1 eluded is that they ar cu ar men were not in-
are seasonal workers -- very much 

b
soil•l It was felt • • • that vrere they included the 

would be greatly complicated • • • (11) 

That is, certain occupations notably lumbering and stevedor-

ing -- were excluded because of their seasonal nature; not be

cause their inclusion would ruin the actuarial basis of the Act, 

but because it would ttcomplicate" calculation of this actuarial 

basis. t. 
Except for the employments specifically excepted, there 

seems no provision in the Act which will prevent seasonal workers 

from being insured if they so desire. Section 16 of the Act pro

vides that "where any person proves to the satisfaction of the 

Commission that he is • • • employed in an occupation which is 

seasonal and which does not ordinarily extend over more than 

t'ven~y weeks in one year • • • the Commission shall grant him a 

certificate exempting him from liability to contribute under this 

Act •• " but there is no compulsion for any worker to apply for 

such a certificate. It is true that there is another section in 

the Act allowing the Commission to modify the benefit rights of 

either casual, seasonal, or piece- workers, but this is evident

ly designed to avoid injustice to steadier workers, and it is 

not clear how much use will be made of it. The section reads, 

42.{1) Where it appears to the Commission that the 
application of the provisions of this Act in the deter
mination of benefits for classes of persons,--

(a) ~0 habitually work for less than a full working week, 

{b) whose normal employment is for portions of the year, but 

(11): Debates, 2E· £it., p. 2oo5. 
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only in occupations which are seasonal, or 

(c) who by custom of their occupation, trade or indust
ry or pursuant to their agreement with an employer 
are paid, in whole or in part, by the piece o~ on a 
basis other than that of time, 

would result in anomalies having regard for the benefits 
of other cla~ses o~ insured pe:sons, the Commission may 
make regulat1ons wmich shall, ~n relation to the said 
classes of persons impose such additional conditions and 
terms with respect to contributions and the payment 
thereof and with respect to the receipt of benefit and 
such restrictions on the amount and period of benefit 
and on the number of days of any period of unemployment 
to be excluded from the benefit period, and make such 
modifiqations in the provisions of this Act relating to 
the determination of claims for benefit as may appear 
necessary or substantially remove the anomalies. 

This part of the Act was evidently written by a barrister. It 

seems impossible to predict how this section will be applied; and 

it will have to be judged in the light of its application. 

What seems clear is that the framers of the Act were not an

xious to have its funds dissipated by benefit payments to the 

seasonally unemployed. This is, we feel, sufficiently evident 

to be named as one of the aims of the Act. 

3. THE BALANCE BETWEE~! Il'IDIVIDUAL JUSTICE AND COMMON VlELFARE 

Introducing the topic of injustice caused by any social in

* divided such injustice into two classes surance measure , we 

t . once the decision to introduce a subjective, and objec 1ve. 

1 insurance is made, a certain amount given scheme of compu sory 

j t . to the individual is inevof subjective or psychic in us 1ce 

b t h extent of the scheme -- the itable. It is limited only Y e 

• above, page 47. 
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number of persons covered -- and it is impossible to control or 
eliminate, given the sole condition that the scheme is compuls

ory. The common welfare provided by such a scheme must be the 

excuse for its compulsory nature; and if this welfare be desired, 

subjective injustice to individuals must be accepted as necessary 
in order to benefit the community. 

But it is with the second type -- objective injustice -

that we are more concerned. It also is to some degree necessary 

if we are to put into operation a compulsory insurance plan, and 
thus it too must be excused on the ground that the plan will 

benefit the community. It has this difference fro1n subj ec ti ve 

injustice: the amount of individual sacrifice to be demanded 
favoured 

from less ifer·.;. . ., .. s-ts-- tsc.-~·'"'--- e ~nembers of the community can be set, within 

certain limits, by the provisions of the plan -- by the relative 

emphasis 1 t lays upon comn1on welfare and upon individual justice. 

It is with the exact bamance between these two ideals struck by 

the Canadian Act that we are concerned. 

As l,-/e said when discussing this "balance" for the first timeJ 

objective injustice may arise from two causes. In a compulsory 

scheme of unemployment insurance covering many industries, the 

risk of unemployment as between different specific industries 

may vary. Unless especial care is exercised in the setting of 

premiums, employees in stable industries are penalized to the 
~n- ~n-advantage of those in more ~table industries, where Aemployment 

is more widespread. Again, the worker's risk of unemployment 

is partially dependent upon personal factors -- his efficiency, 

to cite but one -- and if a time comes when men must be 
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discharged, those with less desirable personal characteristics 

are the first to be dismissed Then if bot~ rr· · t 
• , .a e lCJ.en and in-

efficient workers pay the same contribution, the efficient work-

er is being penalized to the benefit of the inefr1·ci t en man, 

who is the one most likely to call upon the fund for aid. 

The fact that the Canadian fund has set a flat rate of con

tribution for all workers within given wage groups, no matter 

what industry employs them, and no matter what their previous 

record of employment (which might aid in determining efficiency) 

is to a great degree sy1nbolic. Tl1e balance between individual 

justice and common welfare is struc~ at a point decidedly 

favouring the latter ideal. 

While discriminating between industries in the matter of ~ 

the rate of contribution (by exacting equal contributions for 

varying risks) is to some extent an injustice to the individual, 

it is even more an injustice to the industry penalized. It ap

pears to be the intention of tl1e Government to let this injust

ice stand uncompensated, in the interests of more effective 

working of the plan. The case of the chartered banks of Canada 

is relevant. 

The chartered banks employ their worlrers upon a lifetime 

basis; they have a satisfactory pension scl1eme to care for em

ployees discharged because of old age. Beyond this, it is no 

exaggeration to say tl1at no permanent employee of a chartered 

bank has ever been discharged except for cause u~1trustworthi-

ness or gross inefficiency are almost the only reasons for dis

missal. The risk of involuntary unemployment which is not the 
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fault of the ~orker ~s almost negligible in this occupation. 

There seems no reason why the bahks' permanent employees should 

not have been excluded from coverage under the plan, or at very 

least given a very low rate of contr1·bution. The banks themselves 
submitted briefs to the Government, and made every effort to 

have their employees declared belonging to an excepted occupat

ion. But no; common welfare was considered desirable even at 

cost of wl1at must be admitted a flagrant disregard for indi vid

ual justice. These workers were included in the Act on the same 

terms as those in other inaustries. Mr. Hanson, speaking in the 

House, could "see no reason for this injusticett, but talked him-

self into a position where he had to admit tl1e logic-al reason: 

I suppose the theory upon which they (i.e., employ
ees of the chartered banks) are included is this. It is 
contended that as wage earners or salaried people they 
should contribute to the safety and the upbui~ding of the 
standards of living of their less fortunate fellows. (12) 

This indeed seems to be the only ground upon which such a pro-

cedure can be excused. Mr. Hanson goes on: 

Looking at the whole picture, and having regard to 
the desire to secure and maintain fair and humane co~
dit1ons of living for a large class of our people, tnose 
who are more favoured will have to make some sacrifice 
for those less favoured. (12) 

* we make no judgement here upon the correctness of this 

f · to quote it as the opinion of the attitude, but it seems a~r 

Though these words are spoken by the leader framers of the Act. 

(12): Debates, ££• eft., p:-1771 
* though the matter is considered again in Chapter VII. 
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of the opposition, the thou@1t contained in them was not denied 
by the government, nor did Mr. McLarty give any other reason for 
the inclusion of banks under the scheme. But before we draw ~ 
definite conclusions we must attempt a deduction of the Govern

ment's policy as regards efficient and inefficient workers. 

The relation of the rate and duration of benefits to the 

rate and length of contribution; the relation between contrib

utions and wages; the extent to which savings rather than in

surance principles are involved in the plan; will aid us here. 

To the extent that actuarial considerations force a sav

ings nature upon the Canadian plan, it becomes a measure in which 

some relation between individual contributions and individual 

returns must be preserved. we have seen before that perhaps 

the primary reason for the addition of a savings nature to un

employment insurance was the need for an accumulated fund to 

carry workers through the depression phase of the cycle. But 

' once savings principles are introduced, they must be fulfilled 

in ways which consider the individual and the right to receive 

he has built up by previous contributions. In contrast to the 

British Act, the Canadian scheme follows this principle to its 

logical conclusion. Benefits under Canada's plan are a constant 

multiple of the contribution rate; in Britain, the ratio of bene

fit rate to contribution rate is not a constant. The British 

worker proving himself eligible for benefit automatically be

comes entitled to a certain minimum period of benefit; but in 

Canada the ratio rule applies and benefit duration is calculated 

solely on the basis of previous contributions minus previous 
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benefits. 

This implies a concern, over and above that d ma e necessary 

by actuarial calculations, for achieving individual justice. In 

other words the savings principle, introduced to ensure finan

cial soundness, has been extended until it is almost equal to 

an admission by the government that insured persons are entitled 

to receive from the fund benefits in some proportion to the mon

eys he had contributed. In ~ other unemployment insurance plan 

of which we have knowled~ ~ be~fit rate and length of bene

fit Eeriod so ~nflexibl~ related to c~ntribution rate and length 

of contribution period. 

Is this policy carried to its logical conclusion? It is 

not. The outstanding injustice still remaining is this: the 

steady, efficient worker who, by reason of his efficiency or the 

occupation he chooses, remains steadily employed for the whole 

period of his working life, and is finally discharged in his 

old age as being no longer fit for work, ~ceives absolutely no 

return from his contributions to ~he plan. Is he not being pen

alized far beyond the intention of the Act? True, he has for 

many years been insured against involuntary unemployment -- but 

that risk is one which, by all pragmatic tests, he has proved 

non-existent in his individual case. 

For reasons of justice, and for other practical reasons, we 

shall have some very definite recommendations to make upon this 

point*. But those recommendations would be largely invalidated 

* Chapter VII 
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if we were unable to prove here thrt this was an injustice not 

intended by the Act. To recapituJ~te, the proof is this: 

We have indicated that the Canadian Act is based upon three 

pronciples -- those of compensation, insurance, and saving. In 

the case we have postulated, compensation was not required while 

the worker~.; was at his job -- he was never unemployed, and there 

is no reason for insisting that he should be entitled to receive 

money paid by his employer or employers to the insurance fund in 

respect of him. But if the employer is held responsible, to 

some degree, for compensation to a worker discharged without 

cause, may not that compensation be even more justly payable to 

a man discharged because the period of l1is usefulness is over? 

In regard to the worker's own contributions, compulsory 

under the provisions of the plan, he has received no return at

tributable to the insurance nature of the scheme. Is he then en

titled to receive some return from the plan due to its savings 

character? superficially, no; but the question hinges on the 

extent to which savings principles pervade the plan. We have 

tried to show that they extend beyond the point made necessary 

by actuarial considerations. If it is desired that savings 

should act as a compensating measure of individual justice with

in the plan, making up for some of the injustices brought about 

by it, then our worker has been unjustly treated. 

It is safe, then, to cite this as ~ one of the reasons \Vhy 

accumulated, unused benefits under the plan should be returned 

to the worker at the end of his working life. 



CHAPTER V: HOW FAR, A~TD HOW EFFICIENTLY WILL THE AI~15 

OF CANADIAN IDJEr-iPLOYr-fE~TT INSURANCE BE CARRIED ourr? 

A. The Distig£tion from Relief. 

We have seen that it is essential to unemployment insurance 

and a stated aim of the Canadian plan that the scheme shall re-. 
main fundamentally different from relief. We must ask three 

questions to determine how well this aim will be fulfilled: 

1. Under the present provisions of the scheme, is its 

difference from relief all that is desired? 
n£.w 

2. WhatAprovisions could confuse the scheme with relief? 

3. What likelihood is there of such changes occuring? 

1. Under the present provisions of the scheme, the criterion 

of !ight is the sole criterion for benefit. we have noted this 

at several points in our discussion of the nature of the scheme. 

This is the fundamental -- though not the only -- provision sep

arating insurance from relief, which is awarded on the basis of 

need alone. In other respects, too, the Act fulfills its aim of 

leaving to its own sphere the needed expedient of relief. The 

insurance plan, for instance, does not attempt to assist all un-

employment; it is subsidized by the state onlj to a limited ex

tent, and according to definitely set and predetermined regu

lations. The period and rate of benefit are predetermined; the 
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scheme has been designed on an actuarial basis. There seems no 

reason to fear that under the present set-up of the scheme, the 

powers of the Unemployment Insurance commission or the duties of 

th Ad i 
. c."-A."Sa. 

e v sory Comm1ttee will result in anyAof these character-

istics of the scheme; and if they remained unchanged, no confus

ion of insurance with reli f t th e , o e destruction of the true 

nature of the insurance plan, need be feared. 

2. Our only fear is that some change made in the provisions of 

the Act, by Parliament-- the body having ultimate authority over 

it -- will alter its insurance nature and permit unsound prac

tises. That this is a very justified fear may be shown by the 

experience of Great Britain. 

Under the British scheme the requirement for benefit (in 

so far as contributions were concerned) was that the insured 

should have paid 180 days' contributions in the last two years. 

This was the original requirement, and is the one effective to-

day in the reconstituted plan. But at the height of the de-

pression, those requirements were amended. "Transitional" pay-

ments were instituted; persons who had exhausted their benefit 

rights, or who were not entitled to benefits when they became 

unemployed, could receive payments provided they fulfilled other 

simpler qualifications. They need only have paid 48 days' con

tributions in the previous two years, or 180 days' contributions 

at any time in the past. These benefits were paid out of the 

Unemployment Insurance Fund, and of course ruined the soundness 

of its actuarial basis. The FUnd accumulated huge debts which 

became a charge on the public exchequer. The scheme became an 

unstable mixture of insurance and relief: "The payments were • 
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••• held to be discretionary payments, which, unlike covenanted 

benefit, could not be claimed as a right.(l)" That is to say, 
its insurance nature was abandoned to a marked degree. 

3. Could such a thing occur here? Why was the British scheme 

over-expanded? There were many reasons against such a move: 

The Government of 1920-21 had to aecide whether • • 
to adapt and greatly expand the benefits of the newly 
launched Unemployment Insurance Scheme. To ••• (this) 
course there was the important objection that it would 
disrupt the whole actuarial basis of the scheme. Not 
only had the contributions and benefits been carefully 
related to one another, but they were in the nature of 
a contractual obligation into which the Government had 
entered as the price of imposing a compulsory scheme 
upon industry. To manipulate the benefits for its own 
convenience in an emergency, and to use the funds for 
the relief of non-contributors, might look like break
ing faith with the contributors. Indeed the whole 
principle of contributory insurance might be put in 
jeopardy. ( 2) 

There can be no doubt then that a government would not will-

ingly make such a move; some consideration of political exped

iency must have forced it. This copsideration was the presence 

of a large body of unemployed, who had exhaus~ed or were not en

titled to benefits, and who were rapidly becoming destitute be

cause there was no satisfactory scheme of unemployment relief, 

either separate from or in conjunction with the insurance scheme. 

The national government was the only body financially able to 

cope with this problem; the insurance scheme was the only in-

strument through which it could act. 

t he unemployment insurance plan For these pressing reasons 

was wrecked; Britain's unemployed were after this cared for by 

(1): Davison, Ronald c., ~t:frleiDpiOjed,-p. 105. 
(2): 1de~., pp. 102-03. 
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what became known as "the dole" -- a corrupted, bastard relief-

insurance system which killed initiative and produced the per-

nicious evil of unemployability it among s beneficiaries. For, 

in practise, it became possible to obtain benefit without the 

fulfillment of any conditions. Granted, some method of reliev

ing these unfortunates was vitally necessary. The pity was that 

the post-war depression in Britain brought unemployment of an 

extent undreamed of by the government; no proper measures were 

in operation, or even mapped out ready for application. The 

corruption of the insurance scheme was the only possible solut

ion. For want of foresight, unemployment insurance generally 

was saddled with a reputation which it has not yet lived down. 

As for the British plan, it was entirely ruined and in later 

years had to be completely reconstituted. 

With such an example before us, is it possible that we in 

Canada are likely to make the same mistakes? Unem~ployment in

surance may, we have seen, be corrupted into a type of relief 

through political pressure; and this pressure may most often be 

encountered when there is immediate necessity for aiding a large 

body of unemployed, and no suitable national mechanism to work 

through save the unemployment insurance scheme. 

such a situation as this might easily be encountered in 

Canada -- say while our economy is in the depths of some future 

depression. ~ Because we have not, and are not likely to have, 

a national scheme of unemployment relief, we are subject to the 

very same danger which proved so disastrous in Britain. True, we 

in Canada have had extensive experience with relief partly sub-
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sidized by the Dominion Government; but the difficulty outlined 

above must surely have been o f th 
~ o ose foreseen by the Commis-

sion on Dominion-Provincial Relations.when it , recommended that a 
national system of unemployment relief be set 

up in conjunction 
with the Unemployment Insurance plan.x 

Drastic measures are required to remedy this danger; in

creased independence of the administrative body controlling the 

insurance scheme, even perhaps elimination of government con

tributions to the fund, have been suggested: 

A body of informed opinion in Great Britain holds 
that in some measure the system has suffered from gov
ernmental participation in contributions in that it 
facilitates sacrifice of the actuarial basis under soc
ial pressure by governmental influence in the direction 
of practiaally unlimited duration of benefit and in
clusion of noninsurables ••• 

• • • each scheme was carefully buttressed by safe
guards against expenditure in excess of what the con
tributions would bear, and ••• at every period of 
stress ••• those safeguards have, one by one, been 
abrogated • • • 1 t is l.-f'or the commission to decide wheth
er any permanent scheme of an insurance character can be 
devised with the hope that it can be maintained unless 
there is something in its constitution that will pro-
tect it from these inroads in periods of economic stress.XX 

we cannot see our way clear to recommend that the Govern

ment cease its subsidization of the scheme; nor is Parliament 

likely, in the absence of such cessation of support, to relin

quish any of its control over the plan. Another solution must 

be sought. 

The most practical solution, perhaps,. is that offered by 

X Report of the Royal commission on Dominion-Provincial Relat

ions~ Volume II, p. 38n 8 e Phases of European Unemployment In-
xx Suewar~, Bryce M., om d Polit. sci., XIV (1932) p. 493. 
surance Experience"; Pro_£. Aca · __ --
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German experience; there, when it was seen that there might be 

a large body of unemployed, unentitled to benefit under the In

surance scheme, and in danger of becoming destitute, a plan more 

satisfactory than Britain's was conceived. A system of "transit

ional" or 'extended" benefits was added to the scheme. But 1 t 

was made clear that these benefits were to be granted in case of 

actual need only, and their expense was borne not by the insur

ance fund, but directly by the government. 

Germany ••• vested administration (of her Act) in 
an autonomous body • • • managed by equal numbers of 
representatives of employers and employees. The serious 
unemployment encountered by the scheme forced large 
distribution of emergency unemployment allo,vances 
entire!z f~ ~overnment funds.x 

In effect,a felief plan was in this way set up in con

junction with the insurance -- without injuring the soundness of 

the insurance -- and the vast majority of unemployed workers 

were assured of means of subsistence regardless of the state of 

their "right" to benefit. This may have had the sa1ne sociolog

ically bad effects as the "do le" in Britain; but 'ie are forced 

to admit that some system of relief payments is necessary in 

time of depression, and this scheme fulfilled that need while 

preserving intact the actuarial soundness of unemployment insur

ance. It seems that plans should be made for the setting up of 

a similar scheme in Canada, should it be necessary at some future 

time. otherwise, the sad experience of the British scheme may 

be repeated here. 

X s£ewart, Bryce M., 0£· ci~.; underlining mine. 
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B. The Risk Covered. 

The Canadian Act provides benefits for involuntary unemploy

ment of those insured workers who cont1·nue b a le and willing to 

work. How effective are the provisions of the Act limiting its 

coverage to that one risk only? There can be little question 

that they are sufficiently effective -- excppt in respect to one 

small detail. The Act leaves a loophole through which it is ~H

conceivable that voluntary unemployment might be compensated. we 
by insurance 

have-seen that it is essential that the risk coveredAbe beyond 

individual control; otherwise, many abuses may result. On this 

one score we would argue with the provisions of the Act as it 

now stands: 

A person discharged for cause, or ~uitting his occupation 

without just cause, is under the scheme disqualified from receipt 

of benefits for a period "not exceeding six weeks... This seems 

both foolish and unjust. A man who has burned down his own house 

does not Feceive insurance for this loss, merely by waiting for 

a certain period of time as punishment for burning the house -- he 

is more likely to be prosecuted for fraud or arson. A man who 

voluntarily quits his position, without good cause, should not be 

treated di!ferently. 

Admittedly, the two cases are not strictly analagous. A 

case may be made out for this provision on the grounds of the 

difficulty of achieving a just decision as to whether discharge 

was "due to misconduct" or not, or whether or not the man quit 

his job "for good cause." This reason was sufficient to make 
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most other unemployment insurance plans draf+ 
u a provision similar 

to the Canadian one. But our law courts find it possible to 

arrive at definite decisions in regard to any case presented to 

them. Can we not expect the Courts of Referees set up by the 

Unemployment Insurance Act to arrive at judgements final enough 

to permit the setting up of more just penalties? 

The far-reaching evil effects or permitting men to receive 

benefits after they are discharged for misconduct, or quit their 

work, are easily imagined. One of these results is suggested by 

the following quotation: 

Harrisbu~g, Pa.: Dorothy Parker, her husband, Alan 
Parker, and s. J. Perelman, all film writers and playwrights 
in the $1000 - $3000-a-week bracket, and members of the 
Bucks County, Pennsylvania, literary and art colony, claim 
California unemployment insurance benefits when not work-
ing. California pays a maximum of eighteen dollars a week 
for twenty-six weeks and does not require that the bene
ficiary be a resident. A writer living in Pennsylvania ypliesto 

theunemployment-compensation bureau, which transmits the 
claim to Sacramenta. In~stigation in Hollywood discloses 
that it is common for stars and the highest-paid writers 
to drive up in their limousines to claim their eighteen 
dollars weekly between contracts. Their point of vie\v is 
that the momey is theirs, paid to the state out of their 
earnings under compulsion, and why shouldn't tl1ey collect 
between jobs. (4) 

There are several things wrong with a scheme that permits 

such an abuse; for several reasons, such a case could not arise 

under the Canadian Act. However the moral pointed is clear: the 

beneficiaries in this case were merely "resting" between jobs; 

they were doing this of their own free will. In any similar 

situation under the Canadian Act, the insured could obtain bene

fits after waiting six weeks -- if the employment excl1ange had 

~4): nwe see by the Papers," in The _§aturday Evening~~ for 
March 21, 1942. 



--129--

not found a position for him in the meantime. The exchange is 

our only protection against such abuses of the Act as the above, 

an abuse which, with this alone to check it -- for the exchanges 

are not infallible -- may seriously affect the insurance scheme's 

effect on the worker's willingness to work. The lazy employee, 

if he knows that his unemployment benefits are ultimately payable 

no matter what the cause of his discharge, no matter why he quits 

his job, will be less likely to try to please his employer by 

working willingly and efficiently, less likely to stick to a job 

and try to succeed at it. 

Aside from this one criticism, however, it is our judge-

ment that, in the absence of any amendments to the Act, it vrill 

cover exactly that risk it is intended to cover. The employment 

exchanges ensure that the worker is involuntarily unemployed and 

test his willingness to work, by finding employment for him 'vl1en

even this is possible; and his reporting in person at the exchange 

to claim benefit will in all ordinary circumstances prove his fit-

ness for 'ttfork. 

C. The Soundness of the Actuarial_gasis. 

we must discover first of all \·lhether vre can consider the 

Act actuarially sound as it exists; we must consider the like

lihood to\~ard less or toward greater soundness caused by cl1anges 

in the measure; we may also profitably ask whether the scheme as 

it exists at present will tend to accu@ulate an unnecessarily 

large reserve. 

Statements made by Mr. McLarty in Parliament, in discussing 
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the actuarial calculations on \ihich the Act \tle~s based, have been 

quoted*. Apparantly the fundamental assumption was that the rate 

of unemployment the scheme would encounter, over a period of 

years, would be 15 per cent. The percentage of unemployed in 

the classes covered, in the eleven years from 1921 to 1931, was 

calculated to be 12 per cent. nThe b average num er of benefit 

days for insured persons," said Mr. McLarty, tt as computed on the 

basis of 12 per cent, was increased by 30 per cent with a vie\v 

in part to making provision for higher unemployment than that 

shown by the period of 1921 to 1931. In addition a number of 

other changes were made with a view to com.ptuing rates \vhich 

might reasonably be sufficient." To put this in other words, the 

number of days of benefit to be paid out of the fund, assuming 

the rate of unemployment would be 12 per cent, was calculated. 

This figure was increased by 30 per cent, and the figure thus ob-

tained was used as the determinant of contribution rates, assum

ing that it would represent the maximum possible demand on the 

fund. Before we can make any judgement as to the soundness of 

this -- for instance as being representative of unemployment in

cidence tl1roughout a full trade cycle -- we must inquire into the 

calculations which led to these conclusions, and into the re

liability in general of Canadian unemployment statistics. 

Unfortunately, we immediately run into difficulties here. 

The three documents which would allow us to make a sound judge

ment on this matter, by our own standards -- the Minutes of the 

Special Committee of the House of Commons which considered the 

unemployment Insurance Bill before its third reading, containing 

Mr. wolfenden's actuarial judgement of the scheme; the Reports 

~----------------~----
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of Mr. Watson, Chief Actuary of the Department of Insurance, on 

the basis of which contributions for both the ill-fated 1935 

Act, and the present Act, were set -- have never been published. 

Unable to consult them, we turn to other sources of statistics 

of unemployment in Canada. 

The only official statistics, those evidently used by the 

Dominion Bureau of Statistics as an index of une1nployrnent in 

Canada, are Reports from Trades Unions of unemployment· within 

the unions. Any conclusions we may reach on the basis of these 

figures are strictly limited by several factors. In the first 

place, the trades unions members make up only a small percentage 

of all persons insured under the scheme. In the second place, 

the figures refer to all types of unemployment within ghe unions 
whic,h 

-- including, for instance, unemployment due to strikes, for -· 'h 

benefits are not paid -- and to all unemployment, without refer

ence to its duration. It is only fair to admit that a large num

ber of the unemployed at the height of the depression -- 1932 -

would be persons who had exhausted their benefits. Be that as 

it may, the figures show a trend, and we may make some tentative 

observations based on them. 

on the following page appears a graph showing the percent-

age of trades union members (of the reporting unions) unemployed, 

computed both as a monthly and as a yearly average, between the 

years 1920 and 1941. Of this period, it is interesting to note 

that the figures show 

Average unemployment in the period 1921-1931: 7.9% 

Average unemployment in the period 1931 - 1939: 14.6% 



I 
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The rate of unemployment in 1931-1939 (a period purposely 

chosen to end before the employment boom caused by the war) is 

almost double the rate for 1921-1931. H ow sound, then, is Mr. 

Watson's conclusion that he must increase by only 30 per cent 

the figure of 12 per cent he computed for this earlier period?' 

We are hampered by lack of information in making any defin

ite criticisms; but it seems as though the actuarial basis of 

the 1940 Act was merely a rehash of the basis computed for the 

* earlier (1935) measure. In the light of the experiences of 

post-1931 years -- the crash following the boom; the recovery; 

the recession -- this seems a lazy and foolhardy procedure. The 

Act, as we have seen, assists cyclically-caused unemployment to 

a considerable extent. Figures computed on the basis of 1921-

1931 experience do not cover the full cycle as it has been re

vealed in subsequent years. A study of the yearly averages of 

unemployment (the yearly average to some extent smooths out seas

onal fluctuations) suggests that a complete cycle for the type of 

unemployment recorded in our graph would extend from, say, 1925 

to 1937 -- \vhen its progress v1as interrupted by the ttrecession." 

surely a new actuarial basis, calculated from unemployment figures 

for these years, would have put the measure on a safer basis. 

But this was not done; in our ignorance, we have probably neg

lected perfectly good reasons why there was no necessity for 

* see Mr. McLarty's explanation in the House of Commons, q~oted 

on page 99. rvtr. Vva tson' s 1940 report was apparantly E\ revJ.sed 

version of his 1935 report. 
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doing so. And further criticisms are impossible without further 

specific data. 

To recapitulate, the basis is this: contributions were 

calculated on the assumption that the average rate of unemploy

ment would be 12 per cent. In the 194o Act these contributions 

were increased by 30 per cent, and other safeguards were added. 

We may perhaps assume that the Act expects to encounter an average 

unemployment rate -- among the insured -- of 15 per cent~ Wheth

er this average will prove too low, necessitating changes in the 

Act to prevent its becoming insolvent, or too high, enforcing 

changes to prevent accumulation of unwanted reserves, is a matter 

for speculation. Mr. Wolfenden doubts that the Act is "actuar-

ially determinate" and even Mr. Watson, who is responsible for 

its actuarial basis, cannot guarantee that it is fonancially im

pregnable. We quote a report of certain evidence given before 

the Special Committee of the House of Commons which considered 

the Bill:(5) 

Mr. H. H. Wolfenden, Toronto actuary ..• expressed 
his views on the actuarial aspect •.• as fo~lows: 

It is my conviction that the scheme set 
out in Bill 98 is, at the present time,"ac
tuarially indeterminate." My reason for t~at 
opinion is this: Actuarial soundness.requlres 
the actuary to be able to formulate hls me-. 
thods of calculation 11 with reasonable certa1n
ty and with adequate (though not, of course, 
ex~essive) margins of safety.n In this case -
in the year 1940, in respect of any estimate 
of future unemployment -- it is, it seems to 
me, wholly impossible to formulate methods of 

*see also pageJ~Jbelow. 

(5): reported in the Labo_gr Gazette, XL (1940), p. Boo. 
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calculation "~ti th reasonable certainty Hi th 
adequate magrins of safety." It is qulte im
possible to assume \vi th reasonable certainty 
\"'l1at the basic rate of unemployment, on \thich 
all the calculations must be based, is likely 
to be. 

He stated that if the unemployment rate in 1943 and 
1944 rose to 25 per cent and 35 per cent respectively 
the fund would become insolvent unless the Advisory co~
mittee made a drastic re-adjustments. In ans\-:er to a 
question by Mr. Roebuck, Mr. Wolfenden explained tl1at 
his inability to describe any unemployment insurance 
scheme as actuarially sound was because of the outbreak 
of the war • • • In answer to Mr. Pottier, the witness 
agreed that unemployment might possibly drop after the 
war as the result of industrial development . • • · 

Mr. A. D. Watson, Chief Actuary of the Department 
of Insurance, explained that the technical parts of his 
report had not been forwarded to rJfr. v/olfenden. nr. 
Watson believed he had allowed for a reasonable margin 
of safety and added:--

You cannot put in a statute no\r that v1ill 
make people wise five or ten years from now. 
You have to assume, legislatively, that people 
will be sensible five or ten years from now 
and do the wise thing. I am sure that those 
aspects of the bill are adequate; we cannot 
say what people will do in the future, but they 
are legislatively adequate to give all the nec
essary protection and safeguards. 

we can arrive at no definite decision as to the actuarial 

soundness of the scheme, then -- ·~~~e cannot guess wl1ether it 

will accumulate too large or too small a reserve -- if two ex-

perts, in possession of far more information and learning, can-

110t agree upon its soundness. But is this a vital matter? 

Both actuaries agree tl1at the sche1ne' s 2 .. ctuarial basis can-

th f . t ro-_e once and all,· this, in not be determined, from e 1rs , 

vie\"T of the many unpredictable factors determining extent of U"'l-

1 1 The strength or weakness of the scheme employment, is log ea • 
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must therefore lie in the measures contained in lt, ensuring that 

needed changes will be made and that unwise amendments vill not 
certain 

occur We have discu d h d • sse ow un erAcircumstances, extreme pol-

itical pressure may be brought to bear to rui~ the actuarial 

basis of the plan, in order to assist destitute unemployed per

sons. We have concluded that this can only be avoided by the in

stitution of some national measure of unemployment relief -

either as an independent scheme, or in conjunction with the in

surance plan and disguised as part of it. Other factors -- pres

sure from employers to be exempted from coverage by the Act, or 

to have their contributions redused; undue optimism in Government 

circles at the existence of a considerable reserve, perhaps built 

up in a boom period which would be the prelude to deep depression; 

pressure by special groups to have occupations which were, for one 

reason or another, uninsurable, included in the scheme -- any of 

these factors and others, it must be realized, could induce chang-

es which would destroy thw Act's finru1cial soundness. 

But we have adequate protection against anything of this s~rt 

occuring, in the existence of the Advisory Committee. It is pre

sumed that this board will include at least one actuarial expert, 

and that its opinions and ~ecommendations regarding the financial 

condition of the fund will be sound. And it seems logical to be

lieve that, in the absence of very strong political pressure, 

Parliament will follow the Committee's suggestions, recosnizing 

the authority with which they are made. 

we may ask whether the Fund is sound enough at the present 

moment so that no shock early in its career could destroy its sol-
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vency. It is Mr. Wolfenden's contention that it is not; ur. 

Watson naturally defends his child. Watson claims Wolfenden's 

criticisms were made without an adequate knowledge of the safe

guards used to ensure correct calculation. But even if wolfen

den erred on the side of pessimism, he felt that an unemployed 

percentage of 25 per cent in 1943, and 35 per cent in 1944, would 

be required to force the Fund into bankruptcy. It does not seem 

possible that this can occur. The war sl1ows no sign of ending in 

1943 or 1944, unless by a defeat of the United Nations -- in which 

case the Unemployment Insurance Act, together with many other 

statutes, would cease to be operative. And if the war continues, 

unemployment will decrease rather than increase. Even should the 
in victory 

war ••swilti end"soon, the necessity of policing conquered count-

ries will prevent demobilization of armies, and resultant flood

ing of the labour market, for some years; and in the field of in

dustry, we may expect a repetition of 1918 conditions when, a·s 

Mr. Watson pointed out, "for eighteem months after the conclus-

ion of the war • • • employment conditions were good.n(6) The 

possibility that the scheme will founder before the Advisory Com

mittee can, from experience, put it on a sounder basis, seems in 

the light of present conditions unlikely. 

To pursue the argument further, it may be seen that the 

factors which might make for such premature failure have been 

carefully eliminated. The Commission on Domimion-Provincial Re

lations, reporting on the state unemployment insurance schemes 

in the United states, said 

several schemes became bankrupt, or virtually so, 
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before they got into effective operation because of 
lack of di~ersification of industry int he state which 
made it impossible to spread the risk sufficiently 
or because the state's industries were especially ~ul
nerable to depression factors, or because the state 
took in too many workers in very low income groups or 
provided for too short periods of employment before 
benefits were available ••• x 

The first _two contingencies are extremely ~ unlilrely to 

occur with a compulsory national plan. The third objection, in 

a plan where benefits are always lower than wages, seems ridicul

ous; but what of the thought that the scheme may quickly founder 

because it "provides for too short periods of employment before 

benefits are available"? 

OTTAWA, March 26-- (CP)-- Payments under the Un
employment Insurance Act have been made to 549 persons, 
it was reported in a return tabled in the House of Com
mons replying to a question by J. G. Diefenbaker •.• xx 

This is the answer to our question. The Canadian plan com

menced operation on July 1, 1941. Thirty weeks later, or in the 

middle of January, 1942, benefits became payable to those insured 

persons who lost their employment and qualified for receipt of 

them. Yet after two months, only 549 persons have been assisted. 

And this is out of a total insured population of 2,981,199 per

sons (to January 1, 1942), with an Insurance Fund fl~iAg ~e i~e 
QS 

having to its ceeditAof January 1, 1942, a total of $29,385,-

498.54 • * 
X Re~rt of the Royal commission on Domimio'1-Provincial 
ReiatiOrls, p. 37 (Vol.!·) 

XX from the Montreal Star for March 27, 1942. 

*figures from the Lab~ Gazette, XLII (1942), p. 198. 



- 139 -

Aside from feeling that the 4 

ra~e of unemployment shoul1 have 

been calculated using figures for, say, 1925 to 1937, rather than 

recalculated from the 1921 1931 fi - gures, \1e are content to leave 

the question of financial soundness in the hands of the Advis-
it 

ory Committee, reasonably certain that tJssar will 1:e able to :-Jein-

tain the solvency of the scheme. 

With regard to a.ccun1ulation of excess reserves, the German 

Act specifically provided that when the insurance fund reached 

a certain level contributions should be redused. This seems 

rather a lazy substitute for endeavouring to place that scheme 

on an actuarially sound basis. The contention is borne out b-;r 
t.) 

the fact that the German fund never reached a level permitting 

contributions to be lowered, but on the contrary underestimated 

the rate of future unemployment so badly that doubling of con-

tribution rates and, finally, borrowing from the Government, were 

necessary. We are content to leave to the Advisory Committee 

the further problem of readjusting certain parts of the scheme 

if and when reserves reach an excessive amount through the rate 

of unemployment being lower than that calculated. 

With regard to determining whether reserves will be excess

ive, sufficient, or insuffieient, should unemployment average 

out at exactly ~ calculated rate, •• ••t we have made some ---
simple calculations. The ••ratio rule" introduced by section 34 

of the Act works out so that every man who has been employed for 

a given number of weeks, steadily or on the average, over a per

iod of at least five years, is entitled -- in any benefit ye~r

to receive on~-half that number of weeks' benefit. This may 
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seem hard to believe, considering the Act's ruling that bene-
fits are to extend for one-fifth of the number of days' con-
tributions paid; but Hr. Shangroom of the Department of Labour 
shows how it is possible: 

: • • suppose a man worked thirty weeks during the f1rst year that he was covered by unemployment insurance. He would be entitled at the end of that period, if unemployed and if he fulfilled the other statutory conditions ••• to one-fifth of the period in insurance benefits; that is, six weeks. If he worked thirty weeks in the second year of his coverage and again became unemployed, he would have accumulated sixty weekly contributions, one-fifth of which would be twelve weeks. But from this would be taken one-third of the number of benefits which he had enjoyed in the previous year, that is two weeks. Therefore the perion of benefit to which he would be entitled the second year would be ten weeks. If he had the same employment experience of thirty weeks during the third year, the benefit period v/ould run to seventy- six days, and in the fourth year eighty-seven days. If over a period of years he was normally An1nloyed for thirty· weeks he would be entitled tofif£ee~ weeks benefit; that is, half the time of his employment. 

At first glance it looks as if he is entitled to only one-fifth of the time, but actually he relies on employment experience which entitles him to one-half of his employment history in benefit duration; if he worked thirty weeks on the average over a period of years, he would still receive fifteen weeks' benefit, as if he had worked thirty weeks exactly each year. Similarly if a man worked twenty-four weeks either exactly or on the average, he would be entitled to twelve weeks' benefit, if he had built up five years' employment history. (6) 

This matter being e.xplained, we may attempt an analysis of 
the ratio of benefits to contributions, for later use. The max
imum rate of benefit ( paid if the beneficiary had one or more 
dependants) is fO times the rate of contribution. Not all bene
ficiaries will claim the dependents' allowance; but let us as
sume that fO times the rate of the worker'~ontribution will 
( )• e.vii:.le..#1C.e_ be-fol'"e thfl. Spec.it:tl Co~rt.-.itte.c c:f the. Hou~li.. of cf'o~mol1.s oh -Uuz, Une~Kf?lornre11t I~:>U~<ii.#IC.!Z Btll; repol'"~cd. i11. -the L4- bov.r Gte..~ett"e_, XL (IYifO) p.79t; 
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be a maximum average demand upon the Fund. However, each per
son may draw, as a maximum, only half. as many benefit payments 
as he has made contributions. But the average rate of unem
ployment which the Act is expected to encounter is about 15 
per cent: 

Mr. Watson, Chief Actuary of the Insurance Department, • • • explained that 30 per cent had been added to the benefit days computed on the distribution of 1921-31 and corresponding deductions had been made from the contributions; thus the rate of unemployment of insured per-sons would be about 15 per cent • • • (7) 

This makes it clear that total maximum demand on the fund, 
assuming the Actuary's figures substantially correct and a nor
mal distribution of unemployment as between the different wage 

groups, would be 

(~ = 20) 2.0 15 X C 
X lOO 

--

where C is the work-

er's contribution. But the employer's contribution to the fund 
is, on the average, 14 per cent greater than the worker's; and 
the Government adds one fifth of the total to the Fund. so the 

total FUnd would be: 

c + 1.14 c + 2.14 c 
5 = 2.57 c 

and thus the possible total demand on the FUnd \'lOUld be 

(7): Labou'r--Ga-ze_t __ t_e_,----XL----:(~1-940)' P• 803 ---



- 142 -

Actually, since the rate of benefit would not 
average as 

much as fq times the rate of contribution, this is a very ex-

treme estimate of demand on the Fund. If the actuary's estimate 

of the per cent unemployed is correct, then -- if it is correct, 

throughout the cycle, as an average -- the Fund will over a per-
ho 

iod of years tend to build up ~ excess reserve, and there is a 

little possibility of its becoming insolvent. 

But some of the estimates made in this calculation will 

probably prove inaccurate -- all insured persons will not draw 

their maximum amount of benefit; on the other hand the expected 

rate of unemployment may be exceeded -- and the financial sound

ness of the plan will be dependent, as we have said, on the work

ing efficiency of the Advisory Committee. This should prove auf-

ficient to maintain solvency, given our one proviso on that mat-

ter -- a proviso also stressed by Mr. w. H. Macdonnell when he 

made a representation on behalf of the Canadian Manufacturers' 

Association t9 the Special Committee on the Bill: 

The insurance scheme laid down in the bill will only 

take care of unemployed for a limited length of time. If 

widespread unemployment should continue for a length of 

time there would inevitably be a large number of unem

ployed who would either never become entitled to ben~fit 

or would e~1aust their right to benefit. In these ?1r
cumstances, unless a supplementary unemploymen~ asslst

ance scheme with a-means or need test, is set U£ along 

with the in~urance-sCheffie,-rhere is grave dang?r that the 

same thing-would happen in Canada as happened ~n Great 

Britain prior to 1931, namely, that therenwould be ~ ir

resistable pressure to "let do,.,n the bars and cont~nue 

to pay unemployment benefit regardless of contribut1on. (8) 

(8): reported in the Labour Gazette, XL (1940), p.797; under

l~ining mine. 



D. The secondary Purposes of the Act. -

We have said that while the first aim of unemployment in

surance sc~:es is to aid unemployment, their secondary purposes 

must alwaysAto increase productivity, to encourage employment, 

to avoid any discouragement of employment. Most of the factors 

concerned in any discussion of how far the Canadian Act will ful

fill these, its secondary purposes, are "long-run" factors, and 

t11us are more properly considered in the next Chapter~ But cer

tain features of the Act, particularly the working of the employ

ment exchanges, may have some i .. 1mediate ~ffect, if not on product-

ivity, then at least upon employment and employment conditions. 

Let us first consider, then, the working of the employment ex-

change in conjunction with the Act -- not from the point of view 

of long-run rigidities or mobilities it will add to the economy, 

but from the point of view of immediate effects upon employment. 

~ l. THE WORKING OF THE EXCHANGES 

The first danger encountered when employment exchanges a .. re 

intimatelv associated with insurance schemes is this: the ex-... 

changes may recommend to employers men most in need of jobs -

say, those who have been unemployed for some time and have ex

hausted their insurance benefits -- rather than those most fitted 

for the position the employer has open. Or if, as in the case 

of the Canadian exchanges, any citizen -- whether or not insured 

*'See pagef7Jbelow. 
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under the Act --is permitted to reg2·ster •th t 
w~ he exchanges for 

employment, these offices might recommend to employers those per-

sons in receipt of unemployment bener2·t (or more particularly, 

those longest in receipt of benefit) in order to remove burdens 

from the scheme, rather than recommending a more suitable person 

who is not in receipt of benefit. Again, the exchanges might 

discriminate between employers, sending the best workers to that 

employer whose contribution to the FUnd was greatest, for in

stance, rather than placing the worker with the first applicant 

for him, or where he was most suited. 

Should any of these things be done, employers would soon 

stop applying to the exchanges, and refuse to employ workers re

commended to them by the exchanges. And since there is not, and 

cannot be in this country, any regulation compelling employers 

to hire men through the exchanges only, these bureaus would be-

come worse than useless. The natural tendency for frictional em-

ployment to be increased, due to workers slackening their indiv

idual efforts to hunt for jobs while in receipt of unemployment 

insurance benefits, would assert itself and run uncl1ecked, be-

cause the exchanges would be unable to find employment for them. 

The scheme would be placed in a very precarious financial con-

dition -- though it should not become insolvent -- and unem-

ployment caused ~ the sch~ would be a decided factor to reekon 

with. rt is extremely important, then, that employers have full 

confidence in the exchanges. Luckily, it appears the intention 

of the bureaus to promote this. The "employment placement pol

icy of the employment and claims offices" is stated to be as 

follows: 
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• • • The Unemployment and Claims Offices of the 
Unemployment Insurance Commission will: 

(a) endeavour to refer to suitable employment any em
ployable resident of Canada, either male or female, 
of whatever occupation or calling; 

(b) endeavour to secure suitable applicants to fill 
any vacancy notified by an employer • . • 

In effecting placements, Employment and Claims Of
fices will endeavour to refer the most competent ap
Elic~nts registered and available ror-the employment 
9ffering, and where several persons of like competence 
are available for the same employment, a preference 
shall be given to the person or persons whose appli
cation or applications, as the case may be, show the 
longest period of continuous registration immediately 
prior to the date of placement; provided, however, 
that nothing herein contained shall prevent the send
ing of a number of persons to an employer for select
ion purposes, nor the sendins of a particular person 
who may be asked for by an employer. 

No applicant seeking work will be discriminated in 
favour of, nor against, by reason: 

(a) of his or her racial origin, religious beliefs, or 
political affiliation; 

(b) of whether or not he or she was engaged previously 
in insured employment. (9) 

Any discrimination in favour of, or against any employer 

will be caused only by virtue of the wage he offers, since work

ers registered with the exchange will be given the opportunity 

of choosing between jobs offering different rates of pay: 

In referring workers to employment, the ••• Of
fices will advise the applicant of the wage rate offer-
ed by the prospective employer • . • (9) 

It seems from the above that our fears in regard to the ex

changes were groundless. If the Employment Offices hold to the 

(9): Employment Placement Policy of the Employment and Claims 
Offices of the Unemployment Insurance Commission, as reported 
in the Labour Gazette, XLI (1941), p. 1392. 
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letter of their instructions, in practise, the trust of the em

ployers in the Offices should become a thing beautiful to behold. 

The Offices should have little difficulty in obtaining employment 

for its registrants when there is any employment to be had, and 

the Unemployment Insurance scheme should not suffer from any un

warranted increase in frictional employment ca.used by the scheme 

itself. 

British and American writers, in enumerating the difficult

ies of employment exchanges associated with insurance schemes, 

which we have put fo1~ard above, have often gone so far as to de

mand that exchanges be made entirely independent of the insurance 

schemes. The policy adopted by the Canadian Employment Offices, 

if adhered to, is a refutation of that argument. The Offices 

achieve sufficient independence from the scheme, yet save wastage 

of administrative funds, and duplication of staffs, by being com

bined with the Claims Offices. It is the best of all possible 

solutions. 

2. THE QUESTION OF ADMINISTRATIVE COST 

There are other \"lays in which the insurance plan ma .. y have 

immediate effects on employment. One way is by the expenditur~ 

of administrative funds on such things as rehabilitation and 

training of workers, mass shifting of the unemployed to more 

prosperous areas, vocational guidance, and publicity directed to 

both employers and workers. The important principle to be re

cognized is that disproportionate administrative expenses ~ 

have a favourable effect in cutting down demands upon the fund, 
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and a favourable effect upon employment in general. Dr. Richter 

has some very interesting comments in this connection; originally 

applied to the field of workman's Compensation, the principles 

are no less applicable to unemployment insurance: 

In the Workmen's Compensation Acts of most provinces, 
administrative costs are now usually borne by those em
ployers who support the fund, though originally it was the 
custom for Governments to bear this expense. What is the 
reason for this change?-, Simply, that in compensation act 
administration, the expression of the administrative costs 
as a percentage of total costs means nothing; preventive 
services 88~Tieee of several types are so important that 
the higher the percentage of administrative cost to total 
cost, the lo,~er is the tota1_ cost like!l:_ to be. Govern
ments, when they paid for administration, were not im
pressed or influenced by this fact. The result was that 
false economy was practised and true econo~ could not 
be applied. ---- -----

There is a lesson here when we consider the Canadian 
Unemployment Insurance Act. In this Act ••• the Govern
ment of Canada is the direct bearer of all administrative 
costs. Who can say that the same situation will not arise? 
The need for 11 preventive serviaes" in minimizing unemploy
ment is no less great ~ than the need for those services 
in minimizing industrial accidents. Yet the Government, 
even though it may realize that larger expenditures will 
result in fewer demands on the fund, as well as a favour
able turn in employment generally, will be forced to con-
sider "economy" -- false economy -- ~irst. ( 10) 

This question might as justifiably have been considered un

der the heading "Administrative Economy and Efficiency" as at 

this time; for it should be clear that what seems economy at 

first sight, in social insurance, may in truth be far from economy. 

May these difficulties be avoided without a fundamental 

change in the Act? Mr. A. A. Heaps, another witness before the 

(10): Richter, L., lectures on "Contemporary Economic Problems. 11 
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Special Committee, said, 

••• practiaally the whole of the administration of 
this bill when it becomes law will be in the hands of 
representatives of employer and employee, who pay by far 
the larger proportion of the fund • • • because you have 
employer and employee sitting in on the administration 
of this proposed act we are going to get a fairly sound 
and efficient administration. (11) 

Granting for the moment the truth of this statement, will 

the Commission -- composed, as Mr. Heaps says, of employers and 

employees -- be permitted to exercise their own judgement in re

gard to attaining minimum tru~ administrative cost? They will 

not. The purse-strings of the administrative funds are held by 

the Government -- as witness the wording of the Act: 

11. The costs of administration of this Act, including 
remuneration of Commissioners, officers, clerks and em
ployees, shall be paid out of mone~ Erovided El parliament. 

It is not hard to imagine the rhetorical condemnation wl1ich would 

be leveled from the floor of the House of Commons at any party in 

power whose appropriation estimates for administration of the Un

employment Insurance Act were what appeared, on the surface, nun

duly high". Under the present Act, the GOvernment would have 

much more interest in short-sighted economy than in reducing de

mands on the fund, to which it contributed the same amount be de-

mands upon it great or small. 

The recommendation we feel compelled to make is a radical 

one. Yet in helping reduee unemployment, in allowing contribut

ions to the Fund to be eventually reduced much below their pres

ent level, it should have profoundly helpful results. It is 

Til): A.A. Heaps, quo~ed in the Labour Gazette, XL (1940), p.793. 
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this: rather than paying administrative costs directly, the Gov

ernment should grant to the Unemployment Insurance Fund a propor

tionately higher sw1 than it now pays. And in fashion similar to 

the British Act, the Commission should be emp&wered to determine, 

under scrutiny of the Advisory Committee, what proportion of the 

FUnd's reserves shall be applied to EEeventing rather than assis~ 

ing unemployment. With the one proviso that sound actuarial stan

dards must be maintained, the Commission should determine the al

location of the FUnd as between administrative cost~ and benefit 

payments. 

Miss Carrell, speaking of the German Unemployment Insurance 

Act, compared(l2 ) its administrative costs of 7 per cent favour

ably with the British costs of up to 12~ per cent of the insurance 

fund. Only on sertain grounds is she justified in calling the 

German figure "more satisfactory." If the lo\ier percentage 1r'Tas 

due to greater efficiency of administration, well and good; if 

1 t was due to neglect of Ut1employment-prevention services, her 

statement betrays a want of understanding. We must struggle a

gainst the commonly-held belief that the administrative costs of 

social insurance measures should be kept as low as possible. This 

rule, which may be applied to many other govern1nent-controlled 

plans, should not be assumed generally applicable. If the Canad

ian scheme is to have a favourable effect upon the employrnent 

situation, it must be allowed to devote a large portion of its 

resources to preventive measures. Administrative costs should 

be paid directly from the insurance fund, for only thus can tr~ 

(12): Carrell, rvi.R., Unernployment Insu~~ ~n Germanz, p. 87. 
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economy be ac~ieved. This change would involve no insoluble 

actuarial difficulties. In our concluding Chapter we go on to 

determine what actuarial calculations would be required under the 

plan if so reconstituted, and how the Government~ new contribut-

ion to the fund might be calculated. 

3. OTHER PROVISIOl~S Il\T THE ACT, ~TCOURAGING ~J1PLOYJ~ENT. 

From the short-run point of vievr, ,_le may consider that the 

use of training schemes in conjunction with the Act will do a 

great deal to decrease unemployment. But as r4r. McLarty has in-
not 

dicated that the plan willAset up its own training schemes, but 

will send persons to private or Provincial schemes, the question 

of administrative cost considered above will ue important here. 

For private (or Provincial) scl1emes will not generally accept in

sured workers without some fees being paid on their behalf; and 

liberal grants for payment of these fees must be made to ensure 

most effective use of this measure. The same applies to the pro-

visions allovring loans to be 1nade to workers, covering the ex

penses of their transportation from an impoverished area to one 

where employment is more plentiful. Under a more liberal set-up, 

these loans could profitably be transformed to outright gifts; 

more workers would make use of the provision, and net cost of 

such gifts would probably be negative. If administrative funds 

were more plentifully supplied, other measures to encourage em

ployment might doubtless be set up under the Act. To mention 

but a few: institutions giving vocational guidance or free tech-
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nical training to young people reaching an employable age are far 

too few in Canada; they mi~1t be augmented to the benefit of all. 

PUblicity directed to employers and workers, giving invaluable 

information on the employment situation and prospects for the 

future, should be freely distributed. Canadian unemployment in

surance has recognized its responsibility as a preventive as well 

as a "salvage" measure; it is not yet free to discharge that duty 

to the best of its ability. 

E. Efficiency and Economy of Administration. 

Does the plan attain the maximum possible administrative 

efficiency and economy?; It is i1nportant to answer this question, 

for such a measure should be content with nothing less than the 

maximmm. And we mean economy, not only in regard to the actual 

administration of the Act itself, but also in regard to the ad-

ministrative work it causes other groups -- particularly em-

ployers. 

First, in regard to efficiency: the questions we must ask 

are these: does the Act eliminate the possibility of evasion to 

the maximum extent possible? Are the provisions ensuring that 

benefit payments will be made justly and carefully, sufficient?· 

The second question has been answered in the affirmative in 

* another place • Profiting by the experience of many previous in-

surance schemes in other countries, the Canadian Act has 1nade full 

provision to eliminate payment of unearned or excessive benefits, 

~above, page 127. 
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and payment of benefits to persons not qualifying for them in the 

prescribed manner, or not fulfilling the required conditions. 

But what of the first question? Is there evasion of contribut

ion payment by persons who in compliance with the Act should be 

covered by unemployment insurance? 

The German scheme had a much easier path to follow in this 

matter than had the Canadian. In Germany, compulsory health in

surance had been in force for a number of years prior to the in

troduction of unemployment insurance. The habit of regular con

tribution to the health insurance plan was firmly established 

among employers; evasions of the older Act had been discovered 

and punished; and administration had been amended through exper

ience to ensure fullest possible compliance with the law. Now 

came the unemployment insurance scheme, covering essentially the 

same occupations and exacting contributions, as a general rule, 

from the same employers. The logical step was talcen. The health 

insurance scheme became the collecting agency for unemployment in

surance contributions, and evasion was kept at a very low level. 

Having no such established aruninistrative structure to work 

from, Canada had to institute different methods of ensuring the 

payment of contributions. First, every insurable worker was re

quired to have an unemployment insurance book, which his employer 

was bound by law to obtain for him. The natural shifting of 

workers from job to job would show up many evading employers un

der this system, or could be made to do so if every man receiving 

an insurance book for the first time was questioned regarding his 

previous employment history. Again, in cases where the worker 
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was aware of the real advantages the insurance would bring him, 

he would be likely to report his employer if the latter failed to 
• comply with the law. Av~tdance of evasion through this method 

may be cited, in passing, as another reason for correctly shaping 

the worker's attitude toward unemployment insurance. 

Also, inspectors are set up under the scheme, with power to 

make such investigations as the Commission sees fit to apprehend 

evading employers. severe penalties are provided for evasion. 

Under the circumstances, it appears that the Act follows the best 

procedure possible to attain efficient collection of contributions. 

The American method of direct fo~iarding of contributions to the 

offices of the plan offers more loop-holes for evasion, though it 

is cl1iefly condemned on grounds of the difficulty or· keeping ~rak: 

track of each worker's contribution. The German method is not 

applicable. And the convenient system of stamps and books, which 

has worked out well in Great Britain, affords the most efficent 

check on the contributions of the individual worker (necessary in 

determining benefits) and allows the least opening for evasion. 

It is to be hoped that Canada vrill som+-ay have the pleasure of 

repeating German experience in reverse, building up a Health In

surance scheme on the administrative structure provided by unem-

ployment insurance. 

The existence, in Britain, of a "black rnarket" in used unem-

ployment stamps, which vTere re-sold and placed in insurance books 

to avoid payment of contributions, may be mentioned. This is a 

danger which was overcome, once its existence was discovered, in 

Britain, and there is no reason why it should prove troublesome 
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in Canada if the Commission rules that all filled or completed 

books be returned to its offices. They could be retained while 

needed to establish claims to benefit, and destroyed at the end 

of five years when they became useless. 

Does the Act achieve economy of administrative effort, both 

for government and for employer?' I11 regard to payment of con

tributions the employers are treated as generously as possible. 

Unemployment insurance stamps may be bought at any Post Office, 

and there is a Post Office in every town where workers covered 

by the Act are likely to be employed. But if the employer finds 

that purchasing stamps and affixing them to insurance books is 

too great a waste of time and effort, he may lease from the Gov

ernment a metering device vThich starnps the boolcs automatically; 

and further, in some ca .. ses, pern1ission is given to make payrnents 

in bulk directly to the insurance fund. A breakdown of the re
a 

ceipts of the fund from July 1, 1941, to January 1, 1942, shows 

how many employers have chosen the latter methods: 

Receipts from sale of insura.nce 

Payment by Meter Devises 

Payment in bulk 

Government Contributions 

Interest on investments 

Miscellaneous 

starnps 14,988,079. 

4,241,002. 

5,132,542. 

4,866,062. 

177,720. 

91. 

77 

96 

18 

50 

00 

13 
- --

29,385,498. 54 

; figures from the Labour Gazette, XLII (1942), p. 198. 
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But perhaps the provision most annoying and costly to em

ployers was tha..t governing tl1e determination of contribution 

rates. The rates set were not a flat rate for all employees --

as in Britain -- nor a flat percentage of wages -- as in the Unit

ed States. There is not so much as a constant ratio between the 

contribution of the worker and that of the employer. 

To see why rates were set thus, in a way that makes calcul-

TABLE F 

RELATIONS OF CONTRIBUTIO!~S AND BENEFITS TO v/AGES IrJ CAl!ADIAN UN56 

EMPLOY~4ENT INSURAl'lCE. x 

Wage Group "Represen:/ Contributions as % ~nefits as % of 
ta ti ve / of t'Repre sen ta ti ve Wage "Rep. Wage." 

I Wa .. ge11* / \vorker.Emp'r.G<>vt. TOT. :No Deps. Depends. 

5. 1!-0-7. 50 $6.45 1.9% 3,3% 1% 6.2% 63% 74% 

7.50-9.60 8.50 1.8 2.9 0.9 5.6 60 71 

9.60-12.00 10.80 1.7 2.3 0.8 4.8 57 67 

12.00-15.00 13.50 1.55 1.85 0.7 4.1 53 62 

15.00-20.00 17.50 1.4 1.5 o.6 3.5 47 55 

20.00-26.00 23.00 1.3 1.2 o.4 2.9 44 52 

26.00-38.50 32.25 1.1 0.85 0.3 2.4 38 45 

x figures compiled from second and Third Schedules to the Canadian 
Unemployment Insurance Act, 1940. 

* the "representative wagett was calculated as a convenient basis 
for analysis and is taken, as in the German Act's Schedules, to 
be the mean between the two extremes of wages given in each of 
the specified wage groups. 
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calculation of them difficult and costly, we must look again at 

the degree of common welfare aimed at by the Act. 

Referring to the table on the previous page (Table F), it 

will be seen that both the workers' and the employers' contribut

ions are a decreasing percentage of wages, the percentage con

tribution by the employer decreasing more rapidly. Since benefit 

is proportional to contribution rate, benefits vary in constant 

ratio to workers' contributions. Total contributions are of 

course a decreasing percentage of wages. 

It was because of the decision, based on savings principles, 

to make the rate of benefits a constant multiple of the rate of 

contribution and to make maximum number of benefits dependent upon 

the number of contributions, that the policy of decreasing per

centage contributions with increasing wages was adopted. For, as 

Mr. McLarty has said, one of the fundamental principles of the 

Act is to protect the standard of living of the Canadian worker. 

Contributions by persons in the lower income brackets are a high

er percentage of wages than the contributions of persons in hi~1-

er brackets, because their benefits must be higher in proportion 

to wages. The fact that benefits vary in constant proportion to 

contributions prevents contributions varying in constant prop0r

tion to wages. For similar reasons the employer's contribution is 

higher in respect to the lower-paid worker, whose benefits must be 

proportionately greater. 

Under the present scheme, benefits to the higher-paid groups 

would be unnecessarily high ( spealcing from the viewpoint of coin

munal welfare) if their contributions were the same percentage of 
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wages as are the contributions of the lowest groups. Then should 

the relation of benefits to contributions be varied, as between 

different wage groups, instead of varying the relation of contrib-
contributions 

utions to wages? For where eeae85ee are a flat percentage of 

wages the employer, knowing his total payroll and making allow

ance for his uninsured employees, can instantly calculate the 

amount he O\'les to the fund. 

It seems that this would defeat some aims of the plan. The 

measure of individual justice postulated by the scheme calls for 

each worker receiving returns proportionate to the payments he 

is forced to make. The present system, then -- which after all 

calls for little more work than would a plan where both benefits 

and contributions were a constant percentage of wages -- must be 

retained. As for the suggestion that a flat rate of contribution 

and benefit for all workers be substituted for it, the reasons 

against this have been dealt with*. They are important enough so 

that no mere saving of administrative expense would justify such 

a change. 

F. Types of Unemployment Aided. 

Little need be said under this heading; we have already con

sidered in detail how the Act proposes to aid frictional, cyclic

al and technological unemployment; and we have attempted to de

** duce to what extent it aims at aiding seasonal unemployment. The 

----------------* above, pages 1o1-o~. 
** above, pages 112.-1~. 
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amounts of aid granted in any individual case -- especially in 

a case of seasonal unemployment -- is strictly limited by the 

actuarial base of the fund. Within these limits, it seems that 

the Act is efficient in aiding the types of unemployment it 

covers. The question of what it does to eliminate various 

types of unemployment, along with several other aims of the Act 

whose fulfillment or non-fulfillment must be considered in the 

light of long-run influences, is reserved for consideration in 

the fpllowing Chapter. 



CHAPTER VI : LONG-TERM EFFECTS OF THE UI~EMPLOYiv1EI~T - ----
INSURANCE ACT ON THE CA~DIAN ECONOMY 

The fundamental question -- in fact, the only question, if 

considered in all its ramifications -- which must be asked here, 

is this: in th~ long ~' will 1he Canadian Unemployment Insu~ 

ance Act tend to increase ~ ~~reas~ unemployment in Canada? 

The first section of the Chapter will deal with general con

siderations -- probable effects of the scheme upon prices, wage

scales, production, progress, and employment in general. But 

the primary question is divided for consideration after that 

point. The second section will consider effects of the Act on 

technological unemployment; the third, its effects on cyclical 

unemployment; in the remaining sections, effects on frictional, 

seasonal, casual, and under- employment will be discussed. 

A. General Considerati~~ 

What are likely to be the effects of the unemployment in

surance scheme on wages, prices, and employment in Canada? Speak-

ing broadly -- not considering the effect of the Act in minimiz

ing or increasing specific types of unemployment, leaving aside 

for the moment the question of its effect on the trade cycle --

speaking broadly, we must try to answer this question by following 
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a process of economic analysis. Theory will be our only basis of 

proof; for because the state of "ceteribus paribus" is not a real 

state, many of the conclusions we will reach are not subject to 

pragmatic proof. so many other influences act on wages, prices, 

and employment, that deduction of the effect of insurance on them, 

fro~ observati~, is impossible. But economic analysis -- theor

etical analysis -- will enable us to arrive at tentative conclus-

ions as to its effect. 

1. THE BURDEN OF THE EMPLOYER'S COI,JTRIBUTIO!\! 

M uc..h 
perJar}!Ie nu=w' theoretical argument in regard to the good or 

evil effects of social insurance hinges on this question: who 

actually bears the burden of the employer's contribution, and 

what effect does the burden have on the bearer? 

The conclusion of many writers -- based on grounds of econ-

omic theory-- is that the burden of the employer's sha~ in any 

social insurance measure is shifted entirell, in ~ way or ~ 

other, to the worker. 

Mr. Dale Yoder's analysis of this viewpoint is perhaps the 

best, and the following remarks are a summary of a paper written 

by him (l_): 

Yoder begins by adopting a method of elimination to deter

mine how the cost of insurance can (or cannot) be borne by in

dustry. The expense cannot be paid by the profits of industry 

because these do not occur with any regularity -- and the exist

(1): Yoder, Dale, "some Economic Implications of Unemployment In
surance," The ~arter~ Journal of Economi~, XLV (1931), p. 623. 
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en:ce of "pure" profits is, in any case, uncertain. surpluses 

cannot be used to pay contributions, for they represent the return 

to capital for depreciating resources. There is no margin be

tween wages and the marginal productivity of labour sufficient 

to pay insurance costs: "this tendency (of wages) to respond 

promptly (to changes in marginal productivity) is likely to be 

enhanced, and extended to skilled labour in increased degree, if 

and '"'hen a nation-wide system of -employrnent exchanges adds to 

the mobility of labour."( 2 ) Again, voluntary schemes would have 

grown like leaves on a tree if it were true that provision of 

funds for insurance payments would so increase the productivity 

of workers as to p8.y for itself. fie admits, "there is no reason-

able proof either of the validity or invalidity of this content-

ion," but, "there is a considerable body of evidence which seems 

to indicate that it is unsound." (Unsound, that is, to assume in

surance costs return their own price to the employer.) For, 

Does it seem reasonable that a promise of six to 
eight weeks' benefits amounting to one-third or one
half of ordinary wages, with definitely set maximum 
amounts, is likely to motivate an increase of from 
three to ten per cent in productivity, even when the 
plans are fi~st initiated and enthusiasm heightened? (3) 

The employer then will have no reason to wish to bear the 

burden of contribution himself; nor will be be able to bear it 

except by attributing it to the labour factor in £reduction. 

That is to say, if he bears the burden, the marginal productiv-

ity of labour to him is lowered by the amount of the contribution. 

r2): Yoder, .££· cit. 
(3): idem. 
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Principles of taxation seem to point to the following conclusion: 

• • • an insurance premium imposed upon employers 
not in proportion to output or to sales but according to 
the number and wages of workers hired, will not raise 
prices in general and must fall upon waee-earners and 
wage-earners alone. Wages plus premiums will equal 
what wages were before. (4) 

The conclusion is logical and clearly stated. But there is 

a further alternative. Yoder suggests it when he says 

••• in competitive industry, nQ single factor, 
such as labour, could long be advanta~ed at the enforced 
expense of the others, for the latter·would be put to 
substitute uses where productivity would be adequately 
compensated. (5) 

But we may turn to a paper by Mr. R. s. Mariam, who fol

lows up this line of analysis more closely. He does not insist 

that wages will be lowered: "As the scales are weighted against 

labor, wages will be reduced by competition for employment, or 
~ 

the £Eportunities for increases in wages will be reduced."(6) 

Mr. Meriam's phrase, "wages will be reduced by competit

ion for employment" is explained by the analysis he uses to reach 

Mr. Brown's conclusion. A premium levied as a percentage of wages 

will increase labour costs. Through the operation of the Mar
labour 

shallian principle of substitution, the b a factor in industry 

will be reduced (as suggested by Mr. Yoder, above), and competit

ion on the labour market will force wages down to the level 

(4): Brown, H.G., The Economics of Taxation, pp. 160-63. 

(5): Yoder; £E• cit. 

(6): Meriam, R. s., The Quarterly Journal of Economics, XLVII 
(1933), p. 312. (see foot-note, page 8 above, for title of 
paper.) 
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predicted by Mr. Brown. 

The alternative to this is that unemployment will increase, 

if labour is strongly organized, or because "· •• unemployment 

benefits reduce the pressure on wage rates from the competition 

of the unemployed.n( 7) In either of these cases wage rates are 

not likely to be reduced. But the principle of substitution 

cannot be prevented from operating. "We can say that economiz

ing on the relatively expensive factor will either reduce wages 

or will increase unemployment, (although) we cannot say which.n(8) 

A clearer and briefer recapitulation of this whole argument 

will perhaps be useful: (1) Cost of insurance benefits cannot 

be borne by the employer otherwise than by attributing it to the 

labour factor in production. (2) Therefore the marginal product-
l~bour 

ivity of labour to him is lowered, that is, ~ becomes a "relat-

ively expensive factor." (3) By operation of the principle of 

substitution, we get either (a) a reduction of wages, or (b) the 

sacrificing of labour staffs to the advantage of other factors 

of production. (4) Therefore, the worker bears the employer's 

contribution to insurance in the form of (a) decreased wages, or 

(b) increased unemployment. 

Are there any grounds on which we may attack the soundness 

of this argument? The analysis is logical and easy to follow. 

Arguing from the same viewpoint that of economic theory -- it 

is difficult to refute. True, Yoder himself suggests that in

surance schemes, in so far as they reduce the total volume of 

(7): Meriam, ££• cit. 

(8): id~. 
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unemployment, might compensate for the decreased wages or de

creased employment postulated by this analysis. But in view of 

the fact that much unemployment is of a cyclic~l or seasonal na-

ture -- which insurance per ~ can do little to mitigate -- he 

discards this idea. 

We can think of no further theoretical arguments against the 

analysis. On practical grounds, its truth or untruth will large

ly depend on the attitude adopted by entrepreneurs. we quote 

* again the words of r-~r. ~Jorman J. Dawes : "The manufacturer can-

not stand all these taxes; he has to do something with them. (He) 

• • reduces wages of' else adds it to the price." No statement 

could be clearer or more definite; and it probably represents the 

attitude of well-informed entrepreneurs throughout Canada. 

Effect on Price: It is clear, as far as this analysis goes, 

that the employer's burden will not be shifted to the consumer. 

An ad valorum tax levied on the product of industry will commonly 

be shifted forward; a tax on one factor of production can, logic

ally, be shifted only backward. we cannot deduce from the above 

theories that unemployment insurance will increase the price of 

consumers' goods -- in spite of Mr. Dawe~ statement. 

Effects on Wages anq Emplo~ment: Here the process has com

plementary effects: to the extent that wages are not reduced to 

that level where the worker bears the entire amount of the employ

er's contribution, employment will diminish. In our wartime econ

omy with labour at a premium, wage-rates pegged by law, and ex

cess profits to take care of the employer's burden, neither will 

*refer to page 107, above. 
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occur at present. After the war, the relative proportions in 

which wages will be lowered (from this cause) and unemployment 

increased (again, from this cause) is a matter for conjecture. 

Perhaps the only safe statement -- which is safe, in the light 

of our analysis -- is that in one of these two ways the worker 

will bear the entire burden of the employer's contribution. 

There can therefore be no doubt that unemployment insurance 

defeats its own ends to some extent by increasing unemployment. 

If the sole effect of the above process were wage reduction, no 

fault could be charged to the insurance scheme -- for the plan 

has no net ££St to workers as ~ whole. It is costly to some in

dividual workers, true. But since all administrative costs are 

borne by the Government, workers as a whole receive from the 

scheme more than they pay into it (since the Government adds one

fifth to the Fund) even assuming their real contributions to be 

the sum of the employers' and the workers' shares. This is true 

on the assumption that there is no long-run accumulation of ex-

eess reserves. That their benefit from the scheme is even great

er than this has been pointed out by Professor Pigou(9), since 

their psychic need for money in times of distress is greater than 

their need in more prosperous times -- and any scheme that takes 

money from them wheh they are earning, and returns it when they 

are unemployed, is doubly beneficial. 

Arguments that, notwithstanding all this, the employer 

should be forced to pay a share of the scheme's expenses -- be

cause, it is argued, employers as a whole are responsible for 
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most unemployment; or because employers should be forced to main-

tain the labour reserves needed by industry; or because unemploy

ment should be reckoned an overhead expense of industry -- are not 

applicable. Those arguments are not applicable unless we can con

clude that the G0 vernment intende£ employers to bear a share of 

the insurance scheme, and when vre considered that n1atter* we 

were unable to reach any such decision. 

The amount of unemployment caused by the Act, through the 

process considered, will depend specifically on the rigidity of 

wage-scales after the war. Again, unemployment insurance will 

help defeat its own ends. For existence of the benefits it pro

vides will tend to ease competition on the labour market -- and 

thus rigidify wages to some extent. 

If our theoretical structure be granted correct, these ef

fects are almost inherent defects of unemployment insurance. 

There seems no way to prevent their occurrence, 1~hile retaining 

an insurance scheme, except by collecting the e~~ire cost of the 

insurance directly from the worlcers. Then, no matter \vhat the 

degree of rigidity of wage-rates, the scheme could not cause un

employment through shifting of the employer's contribution. This 

would, in fact, be an ideal solution. The entire cost -- just 

as before -- would be borne by the worker. But no part of that 

cost would be exacted by means of increased unemployment, with 

its resultant suffering and increased expense to the insurance 

scheme. 

Unfortunately, the practical difficulties preventing such a 

plan would prove enormous. It is not too much to say that any 

* page 106 ~ ~9.. 
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political party proposing such a change would find itself for 

some years the opposition party in Parliament. The workers be

lieve now that entrepreneurs are helping the~ bear the burden of 

unemployment. such sweet illusions, when jarred, give place to 

unreasonable wrath. In the absence of a volunteer brigade of 

political suicides, the scheme must remain as it is. Its tend

ency to produce unemployment must be compensated by full use of 

all the means at the disposal of the plan -- rehabilitation a11d 

training of workers, and extensive development of the employment 

exchanges, are two methods wl1ich spring to mind -- so tl1at work

ers will not suffer. 

It may be noted that unemployment caused in this way is due 

to the replacement of workers by other factors of production, 

and thus need not be assumed to have any deterrent effect on the 

volume of goods produced. 

2. BE}JEFITS CO~TFERRED ON THE \~ORKER·S 

The obvious benefit conferred on workers by the plan is the 

establishment of a source of income on v1l1icl1 they may draw \·lhen 

unemployed. There can be little doubt that this adds to the 

economic strength of the worlting class. 

The effect of this increased power, in rigidifying wage-

scales, has been noted above, as was the fact that this rigid

ification tends to cause replacement of labour by other factors 

of production. In this case at least, the workers' increased 

power seems to have an unfortunate effect on workers as a whole. 

That it may e~ have other bad effects will be seen when we 
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discuss the plan's influence on the trade cycle. 

What other effects on the economy may we impute to the 

more advantageous position of labour? Increased po,~rer of the 

trades unions, no doubt, despite the favt that the Act provides 

no benefits for strikers. But in the lons run any tendency to

ward increased real wages will probably be voided by operation 

of the principle of substitution. 

Any other possible effects of the increased economic power 

of workers on wages or prices which suggest themselves, could 

be stated only as guesses; further 2redictions are hard to make. 

~Effects of the Act on TechnolQ.E!cal Unen1E.1_oyrnent. 

We have deduced that the Act intends to aid and does aid 

technological, cyclical and frictional unemployment. we have 

not gone into the question deeply; we have made no atte1npt to 

determine in ~hat proportion the scheme devotes its resources 

to assisting each type of unernployment. But stewart has said, 

One defect of governmental procedure has been that the 
various unemployment risks have not been individualized and 
separate provision made for each. In the European exper
ience it is becoming more apparent that if all the risks 
of unemployment are not contemplated and provided against 
from the first, the fund may be consumed in meeting any one 
of them. If the fund is not allocated to different risks, 
there will~e-constant-preBSure to utilize any accumulated 
moneys either to increase benefit or decrease contributions 
to the fund • • . (10) 

In view of the actuarial basis calculated for the Canadian 

Act, we have no great ~ fear of the danger he suggests. But it 

(10}! stewart, Bryce M., Proceedings of the Academy of Political 
Scie~, XIV {1930-32), p. 493. 
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is true that we are unable to deduce the relative weights of 

different types of unemployment expected by the Act. We might 

assert that the provision for a "waiting period" before benefits 

are payable means that very temporary unemployment is not to be 

assisted. And from certain other provisions we may draw the con

clusion that the Act wishes to have very little to do with aid

ing seasonal unemployment. But beyond that, it seems true that 

the plan is not specifically ''allocated to different risks." It 

is designed to aid almost all unemployment for a fixed maximum 

p3riod of time. 

But we are more interested here in what the Act does to pre

vent (or increase) unemployment. In regard to technological un

employment, it does not seem that the Act will afford such a 

stimulus to industrial progress that technological unemployment 

-- caused by the rendering useless of old skills -- will increase. 

There seems no way in which it can possibly increase this type of 

unernployment. 

we must repeat what we have said before*. The Act contains 

measures -- provisions for training and resettling workers -

which could cut dovm technological unemployment. Tl1e effects of 

these provisions should be gratifying -- but their potentialit

ies are even greater. Remove from the plan governmental control 

over administrative cost, and even more beneficial results would 

be apparent. 

Akin to the technologically unemployed are the unemployables 

and pauper!!~ groups. We have little fear that the Act will 

* above, page-149. 
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bring any increase in these types, in the long run, greater than 

that brought by any otl1er method of assistance. The suggestion 

that unemployment insurance will lessen the desire to work may be 

true, but it is the duty and responsibility of the employment ex

changes to see that this tendency is not allowed to develop. 

The proposed training schemes, again, will to a marked de

gree prevent the growth of pauperism if used extensively. 

~ The Effect of the Act on Cyclical Unemployment. 

~nat is a business cycle? 

The up\Atard and do\vn\vard movements, v1l1i eh together 
make business cycles, are now com1nonly believed to be 
mainly associated with fluctuations in the volume of 
real investment • • • The fluctuations of cyclical 
movements may be characterized in terms of either mon
ey income, real income, (the output of material goods 
and services), or employment. (11) 

That is, a business cycle is a more or less periodic fluctuation 

in the productive effort of a community, caused by --what? 

Modern economic theorists have concerned themselves with 

the problem of the business cycle to the exclusion of almost all 

other considerations. Undoubtedly, it is one of the really im

portant economic problems of this age. And also, undoubtedly, 
its 

vre are still far from solving the riddle of its origin andApre-

vention. The cycle has been variously and emphatically blamed 

on under-production, over-production, under-consumption, over

consumption, and faults inr1erent in the capitalist economic or

ganization. EVen if the last theory be rejected, the fact re
(11): Hansen, Alvin H., Fiscal Policy and Business ~cles, p.l4. 
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mains that we cannot at present prevent the cycle,nor even point 

to a good method for its prevention. If it is such an important 

problem, the cycle and especially the action of the Unemployment 

Insurance Act in increasing or mitigating its effects must claim 

our attention. 

tde adhere, in the absence of a better theory, to the analy

sis of the causes of trade cycles put fonTard by Mr. J. M. Keynes, 

and elaborated by (among others) Alvin H. Hansen. Briefly, these 

men believe that the depression phase of the cycle is brought on 

by an excess of saving and a paucity of consu~ption in the more 

prosperous phases. Let us begin our analysis· of the Canadian 

Act's effect on the cycle with this as our hypothesis. 

In so far as the Unemployment Insurance Fund accumulates, 

by taxes on the incomes of workers, a large reserve which is in 

effect savin8 until depression strikes the economy, it is a tax 

on consumption in prosperous times. In calculating the expected 
from 

percentage of unemployment ~figures for a number of years, 

the Canadian Act has in effect admitted its intention to do just 

this. And our decision that ultimately most of the cost of the 

scheme will be borne by the workers makes this doubly important. 

The effect will be, according to Mr. Keynes and !vir. Hansen, an 

unneeded exaggeration of the cyclical fluction: 

It is highly possible that taxes on const~pDion played 
a far greater role as a deterrent to full recovery in 1936-
37 than did corporate and personal income taxes. The heavy 
weight of new consumption taxes, including the federal and 
state social securitl taxes, was of primary significance 
here ••• Especially to be noted is the sudden imposition 
of heavy social security taxes (unemployment and old-age) . 
on payrolls in 1937, which resulted in a withdraw~ £f nearl~ 
~ and ~ quart~ ~illion dollars in excess --- -------....-
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of benefits £aid. This, undoubtedly, had an important 
Dearing upon the decline in total consumption expend
itures beginning early in 1937 .•.• 

In so far as these revenues had the effect of cur
tailing private consumption expenditures, it is clear 
that equivalent off-setting governmental expenditures 
were in no sense income generating. The receipt of 
these taxes and the expending of these sums by the 
government merely diverted the income stream from pri
vate to governmental purposes. 

To the extent that our tax system could be shifted 
away from regressive taxes bearing on consumption to 
progressive taxes on that part ~f the income stream 
which flows into the savings channel, private con
sumption expenditures would rise. such increase in 
expenditures would stimulate private investment ••• 
(and) would be of vital importance in any program aim-
ing to enlarge the outlets for private investment. (12) 

Mr. Hansen's criticisms are hardly fair, for they based on 

the effects of~ social security when it was first introduced. 

To achieve financial soundness, no benefits were paid from that 

fund for a considerable period of time after its first establish-

ment, to permit the building up af a considerable reserve. The 

sudden imposition of payroll levies to build up such a fund was, 

of course, a deterrent to consumption. In view of the fact that 

the American economy was at this time just recovering from a se

vere depression, it is probable that the scheme was initiated at 

a rather unfortunate time. Mr. Hansen may be justified in blam

ing the "recession" partly on the initiation of a social insurance 

scheme. To blame it on the scheme itself is not as easy -- for 

as we have said, contributions to such a scheme constitute a net 

consumption tax only in prosperous times. In times of depression 

they have the net effect of subsidizing consumption. 

(12): Hansen, O£. cit., pp:-398-99; underlining mine. 
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What are the 1 --- --- resu_ts of this dual nrocess? . .-:: It is first 
necessary to give, in slightly more detail, a statement of the 

essentials of Keynes' theory. B ye has given an excellent state-

ment of these essentials: 

Keynes' Theory of Ernployrnent --- ...... · t - - - - . . ...., 1 s ar r··u-
men runs somewhat ~s follo\vs :-He believ~s ·that th~ 
volume of money sav~ngs grows larger as incomes in
crease, rega:dless of the rate of interest; hence, in 
those countr~es Vlhere technical efficiency is high and 
where real.incom~s are correspondingly great, the vol
urne.of sav1ngs Wll~ grow progressively larger. These 
sav~ng_s cannot be 1nvested unless profitable opportun
ity_f~r the use of more equipment exists. such oppor
tunltles are more and more difficult to find, he be
lieves, because there are fewer and fewer frontier 
regions to be developed, and population is not growing 
as fast as it formerly did, so that the demand for 
consumers' goods is no longer increasing very rapidly. 
There might be sufficient demand for all the savings 
if the rate of interest could fall low enough to per
mit enterprisers to obtain loans cheaply; but this cannot 
ahappen, for one thing, because people will hoard rather 
than invest, if the interest ymeld does not suffice to 
offset the risks of investment. Besides, he believes 
that people have become so accustomed to prevailing in
terest rates that there is a psychological obstacle to 
their reduction. The result is that not all of the mon-
ey savings can be invested, and so they are hoarded instead. 
This breaks the curcuit flow of money and starts a de
flationary fall in prices which has unfavourable reper
cussions on business activity. The volume of production 
is thereby reduced and, with it, the volwne of employment. 
As production is reduced, real income is reduced, leading 
to a decrease in the volume of saving. This goes on un
til money savings have fallen to the point Hi1er~ thej~ no 
longer exceed the possibilities for profitable 2-nvestr.1ent. 
Hoarding will then cease, the curcuit flow of_m~ne~ will 
be continuous and the economy vlill be in equ1ll br1urn. 
However it \"!ill be an equili briwn in which the le~el of 
activit; is so low that labor is not fully employe~. 

Keynes' theory thus makes investment the determiner 
of the level of economic activity and of the volume of 
employment. only if the current investment can be kept 
equal to the flow· of money savings can full employ::1ent 
be maintained • • • Keynes argues that total demand de
pends upon investment, and that this is a limited 
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quantity • • . Keynes holds that not 
will be invested, and therefore the all the money saved 
be broken. (l3) ' curcuit flo\'1 uill 

But Keynes realizes that the "equilibriUm at less than full 

employment" which he postulates seldom actually exists. For in-

vestment occurs by jum~s (and here Keynes' theories ma; be correl

ated with those of Professor Schumpeter) because investment op

portunities fluctuate l{Uantitatively over a period of years. Tllis 

explanation of causation of cycles is accepted b~, ;:1any theorists 

today. 

While we can do little to "smpoth out" the occurrence of in

vestment opportunities, we may be able to mitigate the cycle in 

other ways. Perhaps Keynes' outstanding contribution to econo11iiC 

theory is his postulate that consumption expenditures are a de-

creasing percentage of increasing income, and the percenta~e 

spent on consumption by a person of given income is constant over 

a long period of years. The best way vle can mitigate the effects 

of the cycle is by increasing the Eropensitl to consume thus at 

the same time stimulating production and decreasing the volume of 

money savings. 

The abstraction of a considerable volume of funds from the 

lower income groups in prosperous times will decrease their ca

pacity to consume. It should not increase the volwne of money 

savings, for the fund so accurnulated will be invested in 

ment bonds*, and thus used for Governmental ex)enditures 

{I3): Bye, R. T., !!~!£les of Ec.onol'iic.s, PP· 255-55. 

Govern-

d h d up to October 31, 1941, ac-* the Unemployment Insurance Fu..n a , i~1 -cumulated $14,288,497.14, of ~1ich ~13,321,188.19 nad been 
vested "in Dominion of Canada bonds' -- L2.b~ Gazet,te, XLI,p.l394 
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do not usually interfere with private inves+-ment ..., opportunities. 
It will however prevent expansion of production to the maximum 
extent possible, in prosperou t· s 1mes, for due to the action of 
the acceleration Erinciple(~4 ) any amo,~nt 

I.A.l spent on consumption 
· has a disproportionately great effect in expanding production. 

If we accept also the principle of the multiplier(l5), it 

will be necessa .. ry for the Government to lay out the money 1 t re

ceives, through the fund, on employment-producing measures, not 

interfering with private investment, if the insurance scheme is 

to have least economic cost. Then only in so far as the con

tributions are consumption taxes will production be discourased. 

To avoid any discouragement of production, the ideal metl1od 

would be to accuinulate unemployment reserves by taxation of 

ttthat part of the income stream which flo\'rs into the savings 

channel" in ti1nes of prosperity -- that is, allocate part of the 

revenue received from increased progressive taxation to the In

surance FUnd, and eliminate other contributions. 

It is difficult to believe this would be possible. Abstract

ing money from monel savings might aid in preventing hoarding, 

the breaking of the curcuit process, and depression; but a monet~ 

ary reserve, rather than a real reserve, would be bull t up. There 

would be no ~al saving of income,obtained in prosperity, for de-

And a non-contributary plan could not be an lnpression use. 

We Would have reverted to a relief scheme. surance plan -- If 

the measure failed to prevent depression 

(14): Hansen, O£• cit., PP: 274-79 

-- as it easily miv1t 

(15): ~~' pp. 265 -·274 
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we would be faced with providing for 
the unemplo:red out or c·~r-

rent national income, at a time vlhen t, 
nat national income was 

decreasmng rapidly. 

The insurance plan, on the other hand ' compells real 3~V---
ing in that it prevents a certain amount of con . L· 

su~pvlon. But 

can .!_his savin5 be retai!led _as _real _savina t 
Q un 11 the depression 

strikes? rle tl1inlt not. The Government, having spent the money 

accumulated in the Fund, would be faced as surely as if tl1e Fund 

did not exist witl1 provisi011 of unemployment benefits out of 

current revenues. And the benefits, in the case of our Canadian 

unemployment insurance plan, would be higher in cost than direct 

relief. 

Theoretically, then, neither collection nor non-collection 

of contributions to insurance can provide a real fund for depres

sion use. The prevention of excess money savings through pro

gressive taxation can be the same in either case, as the taxat

ion can be imposed whether or not an insurance scheme exists. 

Insurance can do no more to provide real savings than other 

schemes, but its other features make it preferable to them. The 

sole argument against insurance on theoretical grounds, is its 

deterrent effect on consumption. There are practical reasons 

for advocating it in spite of this. The chief of these reasons 

-- and it is based on social rather than economic grounds -- is 

the fact that the existence of an insurance scheme systemizes 

and vastly improves the assisting of the cyclically unemployed. 

Let us consider the problem from the position of the de-

pression phase. Both Keynes and (especially) Hansen urge t.::at 
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governments provide "value-producing" ( 
in their use of the term, 

"employment-producin~') relief at this time 
-- measures uhich ·..rill 

not only subsidize consumption and thus set the acceleration 
principle in operation, but also d pro uce goods (without interfer-

ing with private investment) and t11us also influence the multi-

~ier.!. 

The question of direct consumption-subsidizing (as by in

surance) versus value-producing relief is one on which, to speak 

frankly, we are unable to reach any conclusion even after a 

careful study of Hansen's writings. We are forced to fall bac~ 

on our principle that the economist must confine himself to 

constructive criticism. 

The unemployment insurance plan has been instituted. It is 

in operation. Its effect in discouraging consumption in pros

perity is counterbalanced by practical considerations. Its sub

sidizing of consumption in depression, while perhaps not as ef

ficacious in starting the recovery as is subsidizing combined 

with new preduction, at least decreases the severity of depression 

to some extent. Whether employment-creating relief should be in

troduced as a supplementary measure is a matter for political 

decision. 

The net effect of the Act is to ~oth out consumption by 

workers. Whatever the good social effects of this process, the 

Clal·med by Professor Pi~ou seem less beneficial economic effects o 

certain. The scheme prevents production from reaching the max-

imum desirable level in prosperous times, although is encourages 

Production in depression. In balance, the effect may be either a 

slight increase or a slight decrease in cycle-caused unemployment. 
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Other measures might be more effective in 
decreasing unem,loyment 

of this stbrt. But because the measure provides some degree of 

~ial ~ecurit~ -- because its savings features' even if not l'::::·~-1 
saving, remove some anxiety from the mind of t,ne honest and 

diligent workers --we do not feel justir1·ed in criticizing it 
on those grounds. 

D. The Effect of the_Act on Frictional Une~loyment. 

The provision of unemployment insurance, alone, ~.:quld have 

a decided tendency to increase frictional unemployment. It is 

clear that beneficiaries of the plan will have less incentive to 

job-hunting than if their unemployment were not compensated. But 

this tendency is counterbalanced by the action of the employ~ent 

exchanges in placing beneficiaries. The question of whether 

frictional unemployment will be increased or decreased by the Act 

can be answered only by determining how fully the exchanges will 

make up for decreased individual effort in the search for employ-

ment. 

In one sense, the exchangel can never entirely co~pensate 

for lack of individual effort. It may send men to employers, but 

the employer's decision whether any man will be employed or not 

depends the impression that man makes on the employer. llle 
on 

worker, on his pa .. rt, may or may not strive to make a favourable 

impression. If he was faced with the alternative of \·ro~king or 

falling back on charity' his effo:st to secure the position uould 

b Added to th; 8 is the fact that, due to 
e much more e~fective. • 

Slotl1ful workers will not be li:~ely 
payment of insurance benefits, 
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to exert as much effort as before t 0 retain the employnent the~r 
have, or are placed in. 

But the exchanges themselves have a compensating effect. we 
have expressed the belief that they 'T.rl.ll 

H merit the confidence of 

employers, and work ~fficiently*. If this is true, their effect 

in increasing the ~bili ty of labour -- in making men available 

when and where their services are needed -- would make up for 

any slackening of individual effort in the search for employ

ment. 

This effect would be vastly increased if the exchanges were 

empowered to send men to any part of the country where employment 

waited for them. As the Act now stands, the Commission is merely 

allowed to malce loans to workers travelling to a new job. The 

concept of justice forbids forcing the vlorker to travel to a nev·r 

position the exchange has secured for him, and then collectinG 

the sum advanced as a debt aue the Commission. In the interests 

of increasing mobility of labour, it v1ould seem very desirable 

to provide free travelling allowances for workers in cases 

where this would be beneficial -- and compel them to accept em-

ployment in any part of the DOminion. 

We might say that the Act will tend to Hazarding a guess, 

cause, on balance, more frictional unemployr;;.ent than no\v exists. 

But because of the two opposing factors, the effect either \·ray 

should be slight. It would surely be swung in favour of de-

t Should free travelli~G allow
creased frictional unemploymen 

ances be introduced. 

* above -;-pages 144=46~---
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E. Effects of~he Act on_seasonal d 
----~~~~a~n~~C~a~sual Employment, 

and Underemployment. 

The Act will cover a very limited number of 
seasonal workers. 

It does not seem that it will either increase or decrease seas-

onal unemployment. 

The effect on casual workers is l1"kely t b o e more marked. For 

our purposes, casual employment consists of the support of a larse 

number of workers by and enterprise hiring only a certain percent-

age of these workers each day. such a situation may occur when 

workers are hired ~ the day; it is not prevalent in Canada as it 

was for some time, for instance, among dock-labourers in Great 

Britain. While the Act should do nothing to encourage casual em

ployment, it will not tend to decrease it. The scheme provides 

that if a man is employed for less than the full working week, 

contributions by both himself and his employer shall be reduced 

Ero rata of the weekly contribution. 

Casual employment could be discouraged by providing that 

where a worker is employed by only one employer, the contribution 
always 

of the employer in respect of him shouldAbe the full weekly con-

tribution. But this would have effects (noted below) on under

employment, and the problem of casual labour is in any case not a 

pressing one in Canada. 

More important is the question of underemployment -- employ-

ment of workers for less than the normal number of working days 

in a week, or less than the normal number of working hours in a 

day. 
that, when production falls off, 

Experience seems to indicate 
th r of these methods is desir

the sharins of work by one or the o e 

able. the labour staff required by each industry 
By such means, 
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in normal times is maintained. Our only choice is between re

duction of working hours and reduction of working days. 

Of these two alternatives, the Act seems to prejer reduction 

of days worked by each worker; the preference is probably for 

administrative reasons. Benefits are payable for days of the nor

mal working week when the worker is unemployed -- after the wait

ing period has elapsed -- and contributions are not payable for 

those days. Benefits are not payalJle when working hours are re

duced (nor does there seem any vlay this could be clone), and_ the 

full daily contribution is still payable tor those days. The 

Act discourages shortening of working hours, but not shortening 

of the vror1:ing week. It does not discoura .. ge undere1nployment as 

a whole, because it does not wisl1 to do so. In most cases wl1ere 

underemployment exists -- so reasons the Act it is preferable 

to total unemployment of some persons and full employment of 

others. 

F. The Lelng-Run~ffects of the Act. 

1. RECAPITULATION 

Unemployment will be increased to some extent under the 

Act by the shifting of the employer's contribution in the pres

ence of rigid wage-scales. Our theoretical argument on this 

point has been challenged on two grounds: 

(a) the cost of the employer's contribution need not be 

attributed to the labour factor in proctuction, since 1nost in-

dustry today is aarried on under partly monopolistic conditions. 
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In this case contributions could be paid from monopoly surpluses. 

But the vital part of our argument hinges on the point that the 

employer will not wish to pay the contribution, rather than that 

he cannot pay it. If non-payment of this sum would decrease his 

monopoly surplus, or if payment of it would proportionately in

crease labour's productivity, the rnonopolist '"ould bear his O\vn 

burden. But since the amount is shifted to the vvorker, having no 

effect on price, it does not seem likely that the former is true; 

and we have examined and discarded that latter agrument. It would 

be a very benevolent monopoly which would be willing to pay the 

contributions in the absence of either of these effects. 

(b) we stated that the worker woumd bear the burden of the 

employer's contribution in additio11 to tl1at of his own. The ar

gument to the contrary states that the exact reverse will occur. 

The employer vvill be forced to bear his O\in contribution, and the 

workers contribution will be shifted to him. The truth of this 

depends on the relative economic power of the two groups. We are 

vrilling to amend our belief, admitting that in cases vlhere labour 

is strongly organized and higl1ly specialized, this might occur. 

The effect might easily be worse than tl1at deduced from our own 

argument, for increased production costs would likely result in 

decreased production. But we feel that such a situation will a

rise in very few cases in this country. 

2. BENEFICIAL LOTJ~B~J''T EFFECTS OF THE ACT 

Professor Pigou and Sir W. H. Beveridge both give us lists 

of the favourable effects of unemployment insurance, in \vrlich 



.. 183 -

economic and social factors are decidedly confused. The best 

statement of the beneficial economic effects of unemployment in-----------
surance is given by the British Royal Commission on Unemployment 

Insurance< 16) and is summarized here: 

(1) "maintainenee of the unemployed workers' fitness for 

l'TOrk. n 

( 2) "rnaintainence of the community's purc!1asing power dur

ing depression.n 

(3) maintainence, in possibly the most economic way, of the 

labour reserve needed in our economy because of the fluctuations 

to which that economy is subject • 

. (4) maintainence of this labour reserve with minimum loss 

of efficiency and employability, and mimimum ~aupermzation. 

(5) smoothing out of the workers' consumption as between 

the boom and the depression (though the beneficial economic ef

fects of this, according to our analysis, are questionable). 

we have found also that the Act will have a beneficial effect 

on technologival un~~:,1·:;loyL:ent, in the long run. Unemployrnent 
..... -~ 

may pe caused by shifting of the employer's contribution, but 

the Act will probably have little effect on the trade cycle, on 

seasonal or casual employment, or on underemployment. The effect 

on frictional unemployment will also, in the balance, be small. 

The chief possibilities of the Act as it now stands thus 

seem to be in relation to its assistance of unemployment. Many 

of the recommendations we will state in the following Chapter 

will be concerned with increasing Ereventi£g of unemployment. 



CHAPTER VII_;_A~TD IN_Q..Q.NCLUSIO~J • • • 

Our worl~ has been carried to the point where we may con

clude by summarizing suggestions -- both rejected and adopted 

made regarding ways the Act might be improved; by discussing the 

place of unemployment insurance as a war measure and as a post

war measure; and by a final evaluation of the Act as it now ex-

ists. 

A. summary of Rejected Proposals. 

The section considers proposals which have been put forward, 

or are suggested by experience of previous Acts, as practical ways 

of aiding the Canadian scheme in achieving its aims. They are 

proposals which, for the reasons given in each case, we do not 

see fit to adopt as our own recommendations. 

To save space, and because this list is primarily intended 

as a summary, references to other parts of this thesis are given 

after each item rather than in foot-notes. 

1. CHA~JGES II'J THE FUt,JDAI~ENTALS OF THE SCHE~1E 

1/fe have defined the economic scientist's scope in relation 

to practical problems as that of a C£gstructive rather than a 

* destructive critic. It is almost possible, then, to dismiss 

* above, page 7 
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all proposals for fundamental change on the basis of this belief. 

They might be considered only if they would attain in a far bet

ter way the declared objects of the plan. we do not consider 

that any of the following proposals do this: 

{l) Admit that passage of the Unemployment Insurance Act was a 

bad mistake, and scrap it. (What, and return to relief measures? 

Reactionary! Throughout the whole thesis we have tried to point 

out the points on which insurance was superior to relief; we can 

think of few where it is inferior. see pages 41-42, 46, 176.) 

{2) Make the scheme non-contributory. (This would eliminate the 

bad effects of the Act in decreasing consumption in prosperity. 

The effect could be achieved only by eliminating employers' as 

well as workers' contributions, so that no shifting could occur, 

and raising the money required for the FUnd by new taxation. But 

in this form the scheme could easily degenerate into a form of 

relief; so that it may be rejected for reasons given under {1) 

above. see especially page 46.) 

(3) Eliminate the workers' contributions and force the employ

ers to bear the burden of their own. {This is a variant of sug

gestion (2), since the only way of doing this would be to elim-
and, 

inate employers' contributionsAin some other way, force them to 

pay for insurance. This is subject to all the above objections, 

and to the additional objection that it might discourage product

ion by increasing production costs.) 

(4) The scheme should be made a pure compensation scheme. (No. 
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Identical to suggestion (3), and rejected for identical reasons.) 

(5) The scheme should be made a pure savings scheme. (Then you 

would fose the element of risk-sharing, which is important in 

making the scheme cheap enough so that workers can afford to be 

insured. See pa5e 50.) 

(6) The scheme should be made a pure insurance scheme. (In the 

first place this is impossible remember, it is unemployment 

you are insuring-- and even were it possible, the depressions 

would be in the nature of long, hard winters for the Insurance 

FUnd.) 

(~) Merit rating should be introduced. (This is an argument not 

to be so lightly dismissed, for it has not been fully considered 

in any previous Chapeter. so ---) 

Merit-rating has been tried on three bases: regional merit

rating, industrial merit-rating, and individual-employer merit

rating. The essence of the proposal is that employers and work

ers in each region -- or in each industry, or in each individual 

enterprise -- should contribute at a rate determined by the risk 

of unemployment in each case, as determined by previous demands 

of that region, industry or plant upon the Fund. 

we have stated the reasons (p. 108) why we believe such a 

system will not have much effect in stabilizing employment. The 

only other ground for its suggestion is the belief that it would 

increase individual justice under the plan. The reasomwhy this 

consideration did not cause merit-rating to be inaluded in the 
~re 

Canadian planA(in addition to the administrative and actuarial 
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difficulties it would cause) ... stated to be these: 

Mr. Hodgson pointed out that many of the industries 
whicl1 would benefit frora merit-rating provisions, such as 
banking, public utilities, chain grocery stores, and 
drug stores, are inherently stable,"and their stabilized 
employment is not the result of any action on the em
ployer's part. On the other hand, building trades, the 
automobile industry, perhaps, and others which have a 
definite season, would be having to pay higher rates of 
contribution simply because of the necessary character-
istics of the market for which they proc1uce. u ( 16) 

(8) The scheme should be voluntary rather than compulsory. (And 

attract only "bad risks" to the plan?' No. see page23.) 

(9) Those employers or organizations of workers who so wish 

should be permitted, under the supervision of the Commission, to 

set up their own plans. (Same objection. All the good risks 

would set up their own schemes, and the actuarial basis of the 

ne~tiona~l scheme 1vould suffer bac1ly.) 

2. CHANGES IT\~ THE SCOPE OF THE PLAl\1 

(1) The plan should cover all unernploy1nent, no matter wl1at the 

cause, no matter what duration, no matter what the occupation of 

the beneficiary. (This statement has actually been made in the 

House of Commons, tl1e idea being that SLlCl1 an insurance scheme 

would make relief unnecesssry. It would be undue repetition to 

explain again why there could not be such an insurance scheme. 

see pages 32- 37, and many other parts of the thesis.) 

(2) The plan should cover voluntary as well as involuntary un

employment. (No, "the risk must not be \vi thin individual control. 1 
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(3) The Act should cover seasonal employment more fully. 

(There are administrative and actuarial difficulties here. It 

seems likely that seasonal employment could be more fully covered 
but this is evidently not the intention of the Act. Criticism 
would be possible only if we felt that by failing to cover this 

class of persons, the Act was defeating some of its other aims; 
and we do not feel that this is so. see pages 112-14.) 

(4) The Act should not attempt to cover cyclical u~employment. 
(It is the Act's intention to cover cyclical unemployment as fully 
as is actuarially possible. We can object only if such coverage 
destroys the actuarial soundness of the scheQe, or produces an 
exaggeration of the effects of the trade cycle. We are not pre
pared to make definite pronouncements on either of these points, 
but we feel that the Act is justified in attempting to aid cyc-

lical unemployment. see pages 129-135, 170-178.) 

(5) Forestry and lumbering workers whose period of occupation 
is reasonably continuous should be insured. (Debate on this 
point raged long and loud in the House of Commons. Chief reason 
for exclusion of these workers seemed to be the fact that collect
ion of contributions would be difficult and costly, but this view 
was challenged. we are not certain that the aims and limits of 
the scheme justify their exclusion, but the matter has been hand
ed to the unemployment Insurance Commission for consideration in 

all aspects; onl~ their decision will be final.) 

(6) Farmers should be insured. 

Chief argument for this was that farmers, as tax-payers, 
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bear part of the cost of the insurance plan and thus should be 

entitled to some consideration. But it is impossible for in

surance to cover persons who are their own employers, as is the 

case with most farmers. so, at most, only farm labourers could 

be covered -- and it is not likel~ that many farm labourers are 

tax-payers. The administrative difficulties even in this latter 

case are great. They are illustrated by the story told of two 

farmers in Great Britain. These men exchanged sons during the 

autumn, when labour was most needed. Each man paid his friend's 

son an equal v1age, so that while neither man lost any money by 

the arrangement both sons became insurable. When labour needs 

slackened, in the wintertime, both sons were "discharged" and be-

came eligible for benefit. 

There should be, and in fact are, other much more satisfactory 

methods of assisting both farmers and farm labour. 

(7) Domestic servants should be insured. (No, there seems lit

tle doubt that if this were done evasion would be rife, collect
contributions 

ion of any beR8fitle more costly than the amount of those contrib-

utions. see page 33.) 

(8) Insurance should be extended to all persons, regardless of 

the amount of income they receive; or at any rate the present 

insurable limit of $2000 yearly income should be lifted. 

In justice to those whose incomes were temporarily raised 

by the war, a special order has been passed including those per

sons who now earn more than ~2000 yearly, if their normal earnings 

are under this amount. But aside from this, although labour 
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has asked that the ceiling be raised to $2,500, no action has 

been taken. The matter of exact setting of the upper limit of 

incomes to be insured is a matter for governmental decision, but 

we have said that the insurance is primarily intended to cover 

those who are mn no position to provide their own funds a~ainst 

unemployment. In view of this fact, it does not seem logical 

that higher-paid employees should be insured. A glance at the 

absurd things which do occur when all persons are covered is 

given in the quotation on page 128.) 

3. CHANGES !}! FACTORS DETERMINING BONTRIBUTIOI~·s 

(L) Make contributions a flat rate. (No. In a country such as 

Canada, we could not do this while retaining our aim of keeping 

benefits lower than wages, our aim of protecting the normal stan

dard of living of the worker, and our aim of making benefit rate 

proportional to contribution rate. see pages 155-57.) 

(2) Make contributions a flat percentage of wages. (No, if we 

did this while retaining our constant ratio of benefits to con

tributions, either benefits to higher-paid workers would be un
necessarily high, or benefits to lower-paid men would not pro

tee their standard of living. Again, see pages 155-57.) 

(3) Make employers' and workers' contributions bear a fixed 

ratio to each other. (Well, there are no reasons for such a sug

gestion; so the reason against it must be that it would cause an 

unnecessary and costly change in the scheme.) 
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(4) The use of books and stamps should be discontinued. (In 

a scl1eme where it is necessary to have a quiclt a..nd convenient 

method of determining each worker's contributions, in order to 

calculate his benefit rights, stamps and books seem to be the 

best way to collect contributions. In spite of the administrat

ive nuisance and the possibility of counterfeiting or re-using 

stamps, let's keep them. See pages 152-54.) 

(5) Make the employer pay the full weekly contribution in re

spect of each vTorker, no matter what the number of days that 

man "'orked for hiin during the week. (This would have the effect 

of discouraging casual employment; but it would also discourage 

underemployment; we do not feel that the Act wishes to do this.) 

(6) Let the banks pay a specially adjusted, low rate of contribut

ion. (Merit-rating! We've just been through all that;) 

4. CHA~!GES IN THE FACTORS DETERI\1INING BE!'!EFITS 

(1) Change the Relation between benefits and contributions; 

abolish the fixed ratio. (Argument for: it would enable cong 

tributions to be levied in a simpler, less costly manner, while 

not defeating any of the aims of the Act. Argument against: it 

would upset the desired balance between individual justice and 

common welfare in the Act. No.) 

(2) Increase dependents' allowances; grade benefits according to 

the number of dependents a man has, instead of according to wheth

er he has or has not dependents. (This would necessitate a gen-
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eral lowering of all benefit rates, in order to retain the 

policy of keeping benefits lower--- than wages. Could only be 

done if family allowances were given as a supplement to wages in 

all industries. This we do not hesitate to recommend, but do not 

expect to see happen.) 

(3) Benefits should be continued when the beneficiary falls ill 

or is injured, becoming incapable of work. 

There has been much argument on the justice or injustice of 

discont~nuing benefits under such circumstances. We may say first 

in support of discontinuance that the Act intends to cover only 

one risk -- that contention has been explored at length. But to 

elaborate; the only method the Act has to determine whether a man 

is actually involuntarily unemployed, is the employment exchange. 

If he becomes incapacitated, he certainly cannot make use of the 

exchange. The scheme has no wal of discoverinE "malingerers: ~ 

der these circumstances. The scheme cannot cover ill or injured 

workers. 

(4) Benefits should merely be mailed to beneficiaries, rather 

than requiring the la..tter to clairn them 2.t the local employment 

office. (The chief object of this requirement is to make certain 

first, that the worker actually is unemployed; second, that he is 

capable of \vork. Good enough reasons.) 

(5) Employer rather than worker should be required to reuort 

fact of unemployment. (No. \'/orl{er must report to claim benefits. 

Employer's evidence may be required, in addition, but is not alone 
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sufficient.) 

(6) workers discharged for cause, or quitting their employment, 

should not be penalized by any loss of benefit. (The contingency 
person 

insured must not be within control of theAinsured! They should 

receive no benefits. We intend returning to this question.) 

(7) Cover the entire period of unemployment, if statutory con

ditions are fulfilled, of any insured person. (Come, come. This 

is insurance against unemployment. Impossible.) 

5. CHA~JGES Ii'J THE ACTUARIAI.J BASIS 0::? THE ACT 

The percentage unemployment to be expected by the Act 

should be calculated frorn figures for the years 1925 - 1937, 

rather than the years 1921 - 1931. (This is our own idea, and we 

still like it. The objection to adopting it as a definite re-

commendation is, of course, that the calculation has already been 

made and the plan is in operation on the basis of that calculation.) 

6. CHA~JGES I!'J OTHER AD!v1I~JISTRATIVE PROCEDURES 

(1) Divorce the employment exchanges entirely from the insurance 

scheme and remove the1n fro1n control by tl1e Comrnission. (The reas

ons v1l1y this is urged have been given, but we have seen that if 

present policies are adhered to the exchanges will gain the full 

confidence of employers. No. see pages 143-46.) 

{2) Force employers to report vacancies to the exchanges. (No. 

You could never enforce such a regulation in Canada, and in any 
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case it would aid in destroying individual initiative in job

hunting, which is not desirable.) 

B. Recommended Changes in The Unemployment In~urance Act. 

Though the same headings are not used, these recommendations 

will be arranged in roughly the same order of classification as 

were those in the section considering rejected suggestions. 

1. ACCUMULATION OF BENEFITS TO OLD AGE PEI~ISIO~IS 

vfuat better index to public opinion have we than that es

tablished institution -- "Letters to the Editor,' --

Sir,-- Through the press and over the air, by 
regular reporting and by feature contributors, we are 
being daily advised of the privileges and security that 
will be received by those "qualified" and npermitted 
to accept" the provisions of the Unemployment Insurance 
Act ••• Any similarity between the Unemployment In
surance Act and any other insurance agency, either a
live or dead, is purely coincidental ••• 

\ihen a large business establishment which furnishes 
its employees with any kind of protection is making up 
its budget, the cost of such protection is deducted from 
the sum estimated for salaries. This protection is 
part of the consideration of e1nployment and everyone 
pays for his own protection, whether or not it is shown 
on the payroll. 

I have in mind a friend who has been employed by a 
large company for twenty-five years during which time 
deductions have been made from his salary by the "blanket" 
method, to cover sickness benefits and pension rights. 
Five years ago he had completed enou~1 service to entitle 
him to a pension but he is not yet old enough to meet the 
age requirement. In the meantime, though, ha has been 
protected, financially at least, from any untoward con
tingency. This man can't be a lone case in this country 
-- he must be typical of many ~Ms~~'~iioRe employed by 
institutions which are conscientiously protecting the 
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future of their employes -- but he must pay for unem
ployment insurance which he can never collect. serious 
sickness would bring his pension into immediate oper
ation and he couldn't be discharged if he robbed a bank. 
Is the money he is now called upon to pay, nror value 
received?n He loses, but hovl could he win?' The me
thod of collecting from him can bear only one title --
Confiscation of Property. • • • {17) 

The part of this letter we would draw special attention to 

is the phrase, "He couldn't be discharged if he robbed a bank." 

Popular opinio~ees in the present Unemployment Insurance scheme 

a measure penalizing the man who, by honesty and diligence, or 

perhaps by his wisdom in choosing an inher~ntly stable occupation, 

remains employed throughout the whole span of his working lif~. 

That injustice is done, is certain. But the effect on the 

public mind is even \vorse. Every where one goes, the worl{ers 

are grumbling against unemployment insurance -- "it's an extort-

ion!" -- "just another government tax!" The reason for this is 

that the ordinary worker, bewildered by the many provisions in 

the Act limiting the conditions under which benefit can be claimed, 

feels that he will never get a return from his insurance contrib

utions. Or, if he considers the Act and discovers that benefits 

are immediately payable for involuntary unemployment, he is true 

enough to human nature to think that he will never be discharged 

without cause, even "if he robbed a bank." Tl1e last depression 

is a long way from the surface of the worker's memory. The thought 

that it can and will occur again does not seriously occur to him. 

This dangerous attitude on the ~ part of workers could lead 

to much trouble; it heightens grumbling against the Government; 

it could easily bring about widespread evasion of the Act. But 
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there are other reasons for combatting this injustice. we have 

stated our belief that it is antt injustice not intended by the 

framers of the Act, not required by the balance the Act sets 

between individual justice and common welfare. we feel that it 

could and should be eliminated, if this could be done without 

endangering the actuarial soundness of the Act. 

Our proposal is this: at a certain set age -- say age 65, 

or perhaps 70 -- workers should be exempted from further con

tributions under the Act and barred from further unemployment 

benefits. The total contributions made £l them to the scheme in 

their working life (not including those6made by employers on their 

behalf) should be totaled. From this should be subtracted the 

total runount they have received in unemployment insurance bene-

fits. If a balance remains, that balance should be returned to 

the worker as a monthly pension of set amount, received as of 

right, until his balance of contributions is e~1austed. 

It may seem that in urging some return to workers not like

ly {being diligent) or unwilling (being individualists) to claim 

benefits from the plan, I am motivated by personal desires. For 

I have myself contributed to the unemployment insurance scheme 

and I do not expect to receive benefits from that scheme. My 

own reaction was to do anything possible to escape the payment 
cot\.,.,.. i but lo J1 s. 

of ~e11sefi~e. But if my attitude 1t1as influenced in this way, so 

is the attitude of ~ry steady and reliable ~rl\:er. --
The plan outlined above would combat this outlook. Can it 

be introduced without injuring the actuarial aspect of the Act? 

It 1s estimated that in Great Britain, "probably one-third 
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of the insured population ••• never claim benefit in all 

their industrial lives.u(l7) We may safely assume that this 

percentage will be lower -- say, not more than 30 per cent -

in Canada. Let us v1orlr frorn this assumption. It v1ould mean 

that the Fund would have to be i1nrnediately incr·easec1 by 30 

per cent of the workers' contribution total, or by 

or ll.S% 

The allo,iance to be added to this for v1orkers \-vho had called 

upon the FUnd only ~ few times vrouldl not be great, for -vri th bene

fits al)lJroximately (on tl1e avePage) JfO times contributions, the 

dral;ing of a. small number of benefits would soon exhaust the 
pension. 

workers' claims to ~e~e~i~. We may estimate the total cost of 

providing old age pensions out of the Fund, as described above, 

at 15% of that fund -- less than the arnoLtnt ex:pected to be paid 

as administrative costs of the scheme. 

Though we have hazarded merely a guess, the actual cost of 

these old age pensions to the insurance plan could be estimated 

very accurately on the basis of a decade or so experiense with 

the working of the Act. At the end of that time, if not before, 

we feel the institution of some such plan is necessary to stop 

the cries of 11 Robbery! 1' that are novr being heard. The manner in 

which the extra cost to the Fund would be shared between workers, 

employers and government, 1~re do not attempt to decide. 

2. THE GOVERtTI·1ElJT SHOULD NOT DIRECTLY PAY ADMINISTRATIVE COSTS 

we have shown hO\"l the bearing of administrative costs 

--{17): Margaret Bondfield, Amer. Lab. Les. Review, XX (1930), p237. 
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directly by the Government results in failure of the scheme to 

rea.lize all its possibilities in the field of unemployment pre

vention. We have suggested that if the Government were to pay 

directly to the FUnd an increased sum of money, leaving to the 

Commission the allocation of funds as between unemployment as

sistance and prevention, matters would be improved. Again the a~ 

difficulty is an actuarial one. 

How would the government's new share in the plan ~e determin

ed? In connection with administrative costs, 

The cost in Great Britain seemed ••• to be about 
$1.70 per head of insurable population; in the United 
states the cost was ~2.10 • • • Mr. Heaps believed that 
the only index of administrative cost was based on the 
number of persons covered, and expressed the opinion that 
the more familiar method of expressing costs as percentages 
either of contributions or of benefits, was meaningless. 
(He Said:) n ••• if we were to add approximately twenty 
per cent ••• to the United states costs of administrat-
ion, we would arrive at a reasonably fair estimate of 
what the eo st vlOUld be here in Canada." The costs of ad
ministration had therefore been placed at $2.50 per in-
sured person, the vritness declared. (Jt;). 

Our proposal is this: Let the Government's present 20 per 

cent subsidy of the FU.nd be "''i thdravrn. Let the Government grant 

to the Eumd an amount corresponding to $5.00 per insured person 

per year, and let this be an irreducible amount (there is preced

ent for such a provision). FUrther, let a sum approximating 20 

per cent of the total fund be applied to the payment of claims 

out of this ruaount; to secure the actuarial basis of the scheme, 

make this compulsory. Of the remaining amount, let the Commission 

allocate the necessary minimum to administrat1on of benefit 

payments, the rest to provision of unemployment preventive meas-

(l'l): L-a.boa.tr Ge4.ze-tt.a._. XL(If#O),p.793. 
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ures. such a proposal as this, in order to be feasible, would 

have to be worked out in much greater detail than is possible 

with the time and space at our disposal. But we feel that a 

change of this general type is possible, and is sadly needed in 

the Canadian unemployment insurance plan if it is to carry out 

its aims fully and completely. 

Two corollaries especially worthy of mention follow on the 

acceptance of this proposal: 

3. PROVISION OF FREE TRAVELLING ALLOWA}!CES 

We have discussed on pages 178-79 the ways in which free 

travelling allowances, as opposed to the present system of loans 

for travel, would increase mobility o~ labour and combat the Act's 

tendency to produce an increase in frictional unemployment. The 

institution of such a system is probably dependent upon a more 

liberal allocation of administrative funds. 

4. INSTITUTION OF VOCATIONAL GUIDANCE 

If young persons coming of an employable age were assisted, 

not only by free entry into technical schools -- under sponsor

ship of the insurance scheme -- but also by vocational guidance, 

the problems the scheme would later be called upon to deal with 

would be considerably decreased. 

5. NO BENEFITS FOR VOLUITTARY UNEMPLOY~jiENT 

we need not repeat again our reasoning that persons who 
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are discharged for misconduct, or who voluntarily quit their 

employment wothout good cause, should be disqualified from re

ceipt of benefits permanently, rather than merely for a period 

of six weeks. The change is possible, from the administrative 

point of view; is urged, because it furthers the true purposes 

of the Act in increasing justice and confining the scheme's 

scope to that one risk it is designed and intended to cover. 

6. ~JEVv liAGES NOT LOlt/ER THAN BENEFITS. 

Under the German Act, we have quoted Carrell as saying, 

"a El8J1 ma~,r refuse a, position that offers ir1sufficient remuner

a,tlon to provide for his dependents."( 20 ) There is no parallel 

provision in the Canadian scheme. After the lapse of a period 

of time v1hich is, in ea.ch individual case, deemed "reasonable" 

by the Commission, a man unable to find employment in his cus

tomary occupation may be forced to take any job -- provided the 

wages are not substandard, he is not acting as a strike-breaker, 

and so on. There is a possibility of grave injustices being done 

in the application of this provision. 

Take the case of a man earlhing (;~30 .00 per week. Assuming 

that he has at least one dependent, his weekly benefit should he 

become unemployed would be ~14.40. This would entail a drastic 

reduction in his standard of living. But under the provisions 

of the Act, after the passing of a "reasonable" period of time, 

he might be compelled to accept employment paying wages as lo"' 

(20): Carrell, Unemployment Insurance in Germany, p. 54. 
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as $5.00 per week; possibly even lower. The injustice of this 

situation speaks for itself. The simplest remedy would be this: 

To the provisos in the Act enumerating the types of employment 

a beneficiary is not required to accept, add a further proviso 

that he ~ed not accppt employment at a4 wa~ lo~r than the bene

fit rate to which he ~ould othe~iise be entitled. Otherwise, 

there is an opening here through which the Act might conceiv

ably defeat its purpose of "maintaining the normal standard of 

living of the worker.'' 

7. TWO KINDS OF PUBLICITY 

The Unemployment Insurance Act has been very poorly public

ized. This is one reason for the 'Afave of public feeling again-

st it, so noticable to those who come into close contact with 

workers. Though few workers approve of the scheme fully, it is 

a general rule that those who have studied the Act, and under

stand its provisions and some of the reasons behind them, are less 

antagonistic toward it than are the less well-informed men. All 

workers feel the injustice of such anomalies in the Act as that 

for which we suggested a solution in our first recommendation. 

But whether or not old age pensions, paid from accumulated con

tributions, are ever made a part of the scheme, publicity of the 

measure is vital. 

publicity to employers has been profuse and beneficial. But 

the Commission seems to have forgotten the possibility that the 

average workingman would like to know, not simply that he can't 

get his benefits when he goes on strike, but why he can't set 
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them then. The Commission's answer-- ''It is the la~w!" --be

sides being unsatisfactory to the worker, is in itself a con

fession of weakness. We should liek~ like to see publicity of 

the Act, to the workman, as a genuine measure of assistance for 

his times of distress, rather than an extortion of part of his 

wages; as genuine unemployment insurance, to aid him, distingu

ished from relief which merely degrades him; most important of 

all, we should like to see the workman informed why the restrict

ions necessary to the scheme's working are, for perfectly sound 

reasons, included in it. The employer has been informed on these 

matters. It is too much to expect him to undertake the education 

of his workmen to the genuine benefits of insurance. That, the 

far more vital task, must also be accomplished by the scheme. 

The second type of publicity we should like to see the scheme 

undertake is in connection with the prevention of unemployment. 

The employment offices promise to distribute infoftnation which 

will assist workers in choosing suitable occupations (relative, 

that is, to demand for workers of each type) and finding suitable 

employment. Let us hope that this information will be so dis

tributed that it will effectively reach and influence workers. 

8. ESTABLISH A NATIONAL SYSTEiv1 OF UNEI'-iPLOYI.ffi!,:T RELIEF. 

There are other, and more pressing, reasons for advocating 

such a step than that we are about to propose. But we have seen 

that in the absence of effective relief measures, the political 

pressure on the insurance plan in times of depression becomes 
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intolerable. The postponement of plans for adequate relief 

measures may mean the corruption and disruption of the entire 

unemployment insurance scheme in post-war years. 

C. Unemployment Insurance as a War Measure and as a ------ ---------------
Post-War Measure. 

n~-1r. Dawes questioned the desirability of unemployment in

surance as a wartime enactment, since he felt that it would di

vert man-pmier and money from the war." ( 21 ) 

several representations similar to the above were made be

fore the Special Committee of the House of Commons on the Unem

ployment Insurance Bill. Possibly, they were honest represent

ations; yet one cannot help feeling that they were made with 

some ulterior motive. For the advantages of unemployment in-

surance in assisting war finance, and in providing for possible 

post-war contingencies, so far outweigh any considerations like 

the above as to make them negligible; and this should be obvious 

to the mind of the dullest entrepreneur. 

we must state briefly our own analysis of the problems of 

war finance. It is a commonplace that the Government, in war

time, is forced to use all means in its power to turn a greater 

and greater part of the national productive effort, and the nat

ional capital equipment, to production for war. When this is 

being done contemporaneously with a vast increase in civilian 

purchasing power -- because of increased wages, increased employ-

ment, longer hours of labour -- one consideration emerges as 
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essential: civilian purchasing power must be restricted and 

eurtailed. It is for this reason, even more than for fiscal 

reasons, that the Government turns to heavy taxation, borrow

ing, and possibly inflation; and from these to forced loans and 

rationing of consumers' goods. 

It is important to restrict purchasing power, and it is 
~ 

most vitally important to curtail the spending of those with low 

incomes -- for it is they who purchase most of the consumers' 

goods ordinarily produced in the peace-time economy. so the 

Government has set income tax exemptions lower and lower -- has 

initiated the National Defense Tax on incomes -- has encouraged 

the sale of War savings Certificates and stamps, and even Victory 

Bonds, to workers and their families. Viewed in this light, the 

nature of unemployment insurance as an adjunct to war finance 

becomes clear. 

we have explained before how such insurance schemes cur-
prosperous 

tail consumption in de~ressioB times. In war-time, with every 

type of unemployment minimized, this is doubly true. And that 

effect is precisely what the Government wants. The outstanding 

advantage of unemployment insurance in war-time is that it is 

a relatively painless method of curtailing consumption of small

income earners. Though there is a definite limit to the amount 

which may be extracted from workers in this way, the scheme taps 

a source of fiscal revenue and dries up a consumer demand other

wise very difficult and troublesome to control. 

The role of unemployment insurance in the post-war years 

cannot be so easily seen nor so clearly predicted. Each war in 
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history has been succeeded by a short but reckless spending 

spree; we should have this as a breathing-spell in which to com

mence our re-conversion of resources to civilian production, our 

gradual and orderly demobilization of armies. 

The problem will be mainly one of readjustment. The theory 

that "we shall be much poorer after the war, and shall have to 

accustom ourselves to a lower standard of 11ving, 11 is quite un

tenable, though it has been espoused by a number of politicians 

(fearing the worst) and a few reputable economists. 

True, our capital reserves will have depreciated sadly. But 

aside from this loss of past accumulations, which is not a vital 

matter, the cost of war is essentially a current cost. It is not 

inevitable that we shall be poor and starving after the war ends. 

Whether we are, or not, depends upon the speed with which we can 

reorganize and readjust our economy. 

But it is unlikely that we shall escape a post-war depres

sion, though we may make it either mild or deep. some time dur

ing the period of readjustment -- probably about two years after 

the end# of the war -- the economy, no matter how carefully con

trolled, is likely to become unmanagable. What problems does 

that bring to the unemployment insurance scheme? 

The fund which is built up during the war is by no means 

a real fund. The consumption the workers have foregone has 

permitted greater production of war supplies. We are faced, 

then, two years after the war, with sudden demands on a purely 

fiscal fund, probably already depleted by the demands of the 

frictionally unemployed in the readjustment period. 
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The solution of the problem is independent of whether the 

FUnd is, no1ninally, sufficient or insufficient to meet tl1e de

mands on it. In either case, those demands must be met by the 

Government out of current income. The reserves of the fund will 

consist exclusively of Dominion of Canada Bonds. The Govern

ment may risk a disastrous slwnp in security prices by allowing 

these to be disposed of in the open market, or it may redeem 

tl1em. 

Discounting the possibility of simply printing money to 

meet these obligations, we find that, at the base, the 2robl~ 

of ~~e~loyment insura~ in a pos~~ar slumJQ becomes the Erob

lem of f_isca.l_ bu9:6eting in that slL}@.E· And exc!)pt for indicating 

that the Government will have to solve that proble1n by taxation 

and borrowing -- and perhaps inflation -- we prefer to leave the 

discussion at that point. 

D. The Canadian Une@2loJ:_ment Insurance Ach __ l940: A 

Final Evaluation. 

The Canadian scheme has been considered throughout on the 

assumption that it is intended primarily to aid unemployment -

and secondly to prevent unemployment. 

The assisting of unemployment by use of insurance is, in 

light of previous experience of our O\rfn and other countries '\-Ti th 

both relief and insurance, a worthy aim. For a successful in

surance plan is, both socially and economically, more satisfactory 

than a relief plan. And while relief measures cannot be elim

inated under existing conditions, insurance may eventually render 
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them unnecessary. (We are not contradicting other parts of this 

study; we are speaking of a near-millenium.) It can only do this 

if it fulfills its secondarl aim. The more vital part of our 

study, then, was that concerned with the short-run and long-run 

effects of the Canadian Act on the employment situation. 

In regard to 1 ts assistance of unemployrnent, \ie have ex

pressed ourselves reasonably satisfied with the working of the 

Act as it now stands. We have realized, with Mr. Meriam, that 

insurance 

••• raises ethical questions, a conflict 
between what ma! be called the individualist -
.J.ustice princin e and the sOITdarity princiPle. (22) 

And we saw that because of this, 

Compulsory schemes • • • inflict injustices 
on the superior work1nan by forcing him to bear 
the extra risks of the inferior workman. (23) 

But we have accepted without question the Government's decision 

to permit a certain runount of injustice so that common welfare 

might be benefi tted. We have realized the necessity for a corn

pulsory scheme, and the concessions made by the Government so 

that it might be enforced. 

The development of voluntary Insurance against un
employment is checked by ~he unwillingness of.tho~e less 
exposed to the risk to jo1n others in purchas1ng 1ndem
ni ty on equal terms. Accordingly, in tl1is ?ountry, • • 
insurance was made compulsory. In recognit1on of the 

(22): Merlam, R.S., "Unemployment Reserves; Some Questions of 
Principle;" guart. Journal ~cons., XLVII (1933), p. 312. 

(23): Winston Churchill; Parl. ~ebates, 5 ser., XXVI {25/6/11),496 
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inequality between good and bad risks ••• the 
state subsidized the scheme. (24) 

We have accepted, eveh emphasized, the limitations laid 

on the scheme by its desire to compromise between justice to 

individuals and welfare for all. we have never criticized the 

relative importance it laid on these ideals, but rather tried 

to show how best the balance it aimed at could be struck. And 

we considered duly the restrictions of scope that this comprom

ise makes necessary. 

We have seen, too, how the scheme is forced to place it

self on a sound actuarial basis. It could be insurance in no 

sense of the word if it failed to do so; lack of financial sound-

ness would eventually change the measure to a mere relief scheme. 

The limitations in benefit rate and period, and in the types of 

occupations covered -- the necessity for requiring workers' con

tributions -- was accepted as justifiable on those grounds. 

FUrther restrictions in scope were forced on the Act by 

considerations of administrative difficulty. And yet, in face 

of all these limitations, we have expressed ourselves satisfied 

with the manner in which the Act assists unemployment. Better 

schemes for this purpose can only be introduced by new kinds of 

governments. Unemployment insurance, by compelling the worker 

to he~p provide for his own periods of idleness, avoids the evils 

of "the dole" and relief. Mr. Yoder, whose comments are usually 

sound, betrays a lack of understanding when he says---

(24): Final ~port of the (British) Royal Commission on Unem
ployment Insurance, 1932, p. 114. 
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If it is agreed that the state is sufficiently in
terested in easing the difficulties of the unemployed 
and maintaining some part of normal consumers' demand 
to justify supplementing the income of American work
ers with funds secured, to an increasing extent, by 
levies against other American citizens, then this type 
of benefit (i.e., insurance) is exactly the means to 
that end. (25) 

The point is not a good one. We appear unwilling, in this age, 

to let the unemployed starve; and any type of assistance for them 

entailet levies, to a greater or less degree, on other members 

of the community. The existence of unemployment insurance must 

be justified or condemned on other grounds. some measure to aid 

unemployment is necessary, and the reasons for preferring insur-

ance to relief are manifold. 

Insurance is less costly and, on the whole, more satisfactory 

than such projects as the Works Progress Administration, because 

it at least attempts to stimulate employment. 

We agree that insurance assists unemployment. 

Our chief criticisms of the scheme, therefore, were on the 

basis of its failure to realize its full possibilities in the 

elimination of unemployment. 

Perhaps the chief drawback to the scheme is the manner in 

which administrative costs are borne. Against all the canons of 

effective social insurance, direct control of administrative ex

penditures by the Government perhaps will do more than anything 

else to remove from the plan that liberal attitude which means 

the difference between real success and failure. 

\25): Yoder, Dale, "some Economic Implications of Unemployment 
Insurance," The suarterly ~urnal of Economics, XLV (1931) p.623. 
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Less i~Jportant, because less drastic cures are needed to 

remedy it, is the attitude of Canadian labour toward the scheme. 

To hope for old age pensions in connection with the plan is per

haps foolish optimism; yet the workers would be satisfied with 

little less. Publicity of the ple .. n, at a,ny rate, vrould improve 

this situation amazingly. 

As it exists, no startling results need be expected f~m the 

scheme. It '·rill undoubtedly help us finance the \var. And a .. fter 

the vrar, if what vre have said above be accepted, it is very lilrely 

to act as a redistributor of national income -- a measure of 

social justice, many persons might say. If it is the beginning of 

a trend in this direction -- and this may well be -- then its most 

important results will be ~olitical rather than economic. Let 

us hope this will be true; for unless drastic changes, changes 

which the author, for one,does not expect, are made in the scheme, 

it will continue to the end of its existence a pure and simple 

aid to unemployment. 

THE E ~! D 



* 211 * 

APPE~TDIX: BIBLIOGRAPHY - -

The bibliographj is arranged in alphabetical order of 

author's names, and is not classified furtl1er since thorough 

foot-r1otes are given throughout the body of the thesis. Autl1or, 

Title of book, City of publication, Publisher and Date of pub

lication arev given unless this data was unavailable. All 

listings preceded by an asterick (*) were not in the Redpath 

Library, or elsewhere, and could not be consulted in the writing 

of the thesis; they are included in an attempt to make the bib

liography more complete. 

Arm strong, Barbara N., Ir1suring tl1e Essentials, London, 

MacMillan, 1932. 

Arno1d, Thurr.aan, The ~mbols of Government, New Haven, Yale, 1937 

Bergithon, Carl, The Problem of Social Insurance In Canada, 

M.A. Thesis, in McGill University Library (unpublished). 

*Beveridge, Th~ Past and Presen~ of Qnemploymen~ In~rance. 

Beveridge, w. H., Unemployment- A Problem of Industry; London, 

Longrnans, Green; 1930 ("~Jew Edition .. ). 

*Braun Commissiog, Report of; Berlin, 1931. 

*Brown, H. G., The Economics of Taxation. 

Bye, Raymond T., Principles of Economics (Fourth Edition-- "A 



- 212 -

Reatatementft), New York, F.S.Crofts, 1941. 

Calcott, Mary 'S., and Waterman, W.C., Pri!!£iples. of 'Socia .. l 

Legislati£g, New York, ~!acr1illan, 1932. 

Carnegie Endowment for International Peace, War and Insura~, 

London, Oxford, 1927. 

Carrell, Mollie R., Unemployment Insuranc~ in Germanl, 

Washincton, The Brookings Institution, 1929. 

Cohen, Percy, The British ~s~em of S££ial Insura~, 

London, Allen, 1932. 

Commons, John R., and Andrews, John B., Principl~ of Labor 

Legislation, l'!e'~ York, Harpers, 1936 (4th Edit.). 

Craig, James D., "Is Unemployment Insurance Feasible and 

Practicable?n Paper read before tl1e American Bankers' 

Associa.tion, Nevl York, Jftn. 29, 1932; Privately printed. 

Davison, Ronald c., The Unemployed, London, LOn@nans, Green; 1929. 

Day, J. P., An Introduction to World Economi£ History, 

Toronto, Macr~illan, 1940. 

Debates, House of Commons, Ottawa, H.M.'s Printer; issued yearly. ___ .......,.. ~-----

Department of Statistics, Canada Year Bo~, Ottawa, His Majesty's 

Printer, issued yearly. 

Douglas, Paul H., social security 1~ the Unite£ States, 

New York, McGraw-Hill, 1936. 



- 213 -

*Douglas, Paul H., Standards of Unemploymen~ Insurance, 

Chicago, University of Chicago, 1933. 

Gibbon, I. G., Unempl£Zment Insurance, London, King, 1911. 

Hansen, Alvin H., Fiscal Policy and Busine~ Cycles, 

New York, Norton, 1941. 

Hansen, Alvin H., and Murray, Merrill G., A New Plan for Unemploy

~t Reserves, Minneapolis, University of Minnesota, 1933. 

*Hoar, R. ·s., Unemployment Insurance in Wisconsin, 

Mi1waukee, stuart, 1932. 

International Labor Office, Unemplolment Insurance; Geneva, 1925. 

Keynes, J. M., The End of Laissez-Faire, London, Woolf, 1926. ---- -- --...-...-..---- ~___.. 

Keynes, J. M., The General Theory of Em2loyment ~terest and Mon£l, 

London, MacMillan, 1936. 

*Keynes, J. M., The Mean~ to Prosoerity, London, MacMillan 

Keynes, John Neville, The Scope and Method of ~!!tica1 Economy; 

London, MacMillan, 1891. 

*Lewisohn, Draper, Commons and Lescohier, Can Business 

Prevent Unemployment? 

Parliamentar1 J2eb~es, London, His ~1ajesty' s ·sta .. tionery Office. 

Pigou, A. c., The Economi£§ £!Welfare, London, MacMillan, 1920. 

Pigou, A. c., Industri~ ~uutuations, London, MacMillan, 1927. 

Rathbone, Eleanor F., The Case for Family ~lowances, 



- 214 -

Harmondsworth, Penguin, 1940. 

Richter, L., (editor), Canada's Unemployment Problem, Toronto, 

MacMillan, 1939. 

Richter, L., "Contemporary Economic Problems;" (Course given at 

Dalhousie University; quotations in thesis taken from notes 

on these lectures, in my possession; unpublished.) 1939-40. 

Robb1ns, Lionel, An Essay ~ the P~re Nature and Significance 

of Economic Science, London, MacMillan, 1935 (Rev. Edit.). 

Rowe, J.W.F., ~ages in Practise and Theor~, London, Routledge,l928. 

Royal Commission o~ Dominion-Provincial Relations, Report of, 

(3 vols.); Ottawa, His Majesty's Printer, 194o. 

Royal Commission on Unemployment Insurance, 

First Report, 1931 (cmd. 3872). 

Fin~ RepoE1, 1932 (cmd. 4185). 

*Minutes of Evidence, 1932 

London,His Majesty's Stationery Office; 

Rubinow, I. M., social ~urance, New York, Holt, 1913. 

Schloss, David F., Insurance Against Unemployment, London, King, 'o 

1909. 

*Spates and Rabinovitch, Unemployment Insurance in Switzerland. 

stewart, Bryce M., Unemployment Benefits in the United States, 

New York, Industrial Relations Councillors, 1930. 



- 215 -

Taussig, F. w., ~rinciples ~~Economics, 3rd Revised Edition, 

New York, MacMillan, 1928. 

Tolles, N. A~, Economic Aspects of Q~m£loymen1 In~ance in 

Great Britain; University of Chicago Ph. D. Thesis, private

ly printed by Univ. of Chicago Library, 1935; mimeo. 

The Unemployment Insura~ Act, 1935, London, His Majesty's 

Stationery Office (25 Geo,5, Chap. 34). 

The Unemploymen~ Insura~ Act, 194o, Ottawa, Unemployment In

surance Commission, Canada; 1941 (4 Geo,VI, Chap. 44). 

U~S. Senate Select Committee on Unemplo~ment Insurance, 

Report of, ~·rashington, 1931. 

vi ebb, Sidney, The Prevention of Desti tuti2!!, London, 

Longmans, Green, 1911. 

Wolfenden, Hugh H., The Real Meaning of S££ial Insurance, 

Toronto, ~1ac~Iillan, 1934. 

wolfenden, Hugl1 H., Unemployment FUnds, Toronto, ~1acr~illan, 1934. 



- 216 -

The Following Periodicals Were Also Consulted: 

Actuarial Society of America, Proceedings. 

The American Economic Review. 

The American Labor Legislation Review. 

The Economic Journal 

The Economist. 

The Journal of the Institute of Actuaries. 

The Labour Gazette. 

Proceedings of the Academy of Political Science. 

Proceedings of the American Economic Association. 

The Quarterly Journal of Economics. 








	_0001
	_0002
	_0003
	_0004
	_0005
	_0006
	_0007
	_0008
	_0009
	_0010
	_0011
	_0012
	_0013
	_0014
	_0015
	_0016
	_0017
	_0018
	_0019
	_0020
	_0021
	_0022
	_0023
	_0024
	_0025
	_0026
	_0027
	_0028
	_0029
	_0030
	_0031
	_0032
	_0033
	_0034
	_0035
	_0036
	_0037
	_0038
	_0039
	_0040
	_0041
	_0042
	_0043
	_0044
	_0045
	_0046
	_0047
	_0048
	_0049
	_0050
	_0051
	_0052
	_0053
	_0054
	_0055
	_0056
	_0057
	_0058
	_0059
	_0060
	_0061
	_0062
	_0063
	_0064
	_0065
	_0066
	_0067
	_0068
	_0069
	_0070
	_0071
	_0072
	_0073
	_0074
	_0075
	_0076
	_0077
	_0078
	_0079
	_0080
	_0081
	_0082
	_0083
	_0084
	_0085
	_0086
	_0087
	_0088
	_0089
	_0090
	_0091
	_0092
	_0093
	_0094
	_0095
	_0096
	_0097
	_0098
	_0099
	_0100
	_0101
	_0102
	_0103
	_0104
	_0105
	_0106
	_0107
	_0108
	_0109
	_0110
	_0111
	_0112
	_0113
	_0114
	_0115
	_0116
	_0117
	_0118
	_0119
	_0120
	_0121
	_0122
	_0123
	_0124
	_0125
	_0126
	_0127
	_0128
	_0129
	_0130
	_0131
	_0132
	_0133
	_0134
	_0135
	_0136
	_0137
	_0138
	_0139
	_0140
	_0141
	_0142
	_0144
	_0145
	_0146
	_0147
	_0148
	_0149
	_0150
	_0151
	_0152
	_0153
	_0154
	_0155
	_0156
	_0157
	_0158
	_0159
	_0160
	_0161
	_0162
	_0163
	_0164
	_0165
	_0166
	_0167
	_0168
	_0169
	_0170
	_0171
	_0172
	_0173
	_0174
	_0175
	_0176
	_0177
	_0178
	_0179
	_0180
	_0181
	_0182
	_0183
	_0184
	_0185
	_0186
	_0187
	_0188
	_0189
	_0190
	_0191
	_0192
	_0193
	_0194
	_0195
	_0196
	_0197
	_0198
	_0199
	_0200
	_0201
	_0202
	_0203
	_0204
	_0205
	_0206
	_0207
	_0208
	_0209
	_0210
	_0211
	_0212
	_0213
	_0214
	_0215
	_0216
	_0217
	_0218
	_0219
	_0220
	_0221
	_0222
	_0223
	_0224
	_0225
	_0226
	_0227
	_0228
	_0229
	_0230

