A THE CANADIAN BAR ASSOCIATION Offlce Of the President
L'ASSOCIATION DU BARREAU CANADIEN Cabinet de la présidente

Le 25 novembre 2011 [TRADUCTION]

Par courriel : diane.finley@parl.gc.ca

L’honorable Diane Finley, C.P., députée

Ministre des Ressources humaines et du Développement des compétences
Chambre des communes

Ottawa (Ontario) K1A OA6

Objet : Amélioration des prestations d’assurance-emploi

Madame la ministre,

L’Association du Barreau canadien a appuyé les mesures novatrices prises, au cours des dernieres
années, par votre ministére en matiére d’assurance-emploi, notamment en ce qui a trait aux
prestations de maternité et aux prestations parentales pour travailleurs et travailleuses autonomes.
Le bien-étre de milliers de familles canadiennes a ainsi été rehaussé. Nous en sommes convaincus.

La présente a pour but de vous proposer d’accorder, de fagcon générale, les prestations d’assurance-
emploi aux travailleurs et travailleuses autonomes ainsi qu’aux employés de petites entreprises.

L’Association du Barreau canadien (ABC) est une association nationale qui regroupe plus de 37 000
juristes, dont des avocats, notaires, professeurs de droit et étudiants en droit dans I’ensemble du
pays. Les principaux objectifs de I’Association visent a défendre la primauté du droit, améliorer
I'administration de la justice et promouvoir 'égalité devant la loi.

Je vous écris au nom de ’ABC pour proposer une flexibilité accrue du régime de prestations de
maternité et de prestations parentales de I'assurance-emploi. Nous croyons qu’avec le régime actuel,
des obstacles subsistent pour les femmes et pour d’autres individus, ainsi que pour des jeunes
travailleurs et travailleuses en quéte d’un équilibre travail-vie personnelle dans des petites
entreprises et dans des secteurs professionnels, y compris celui de la profession juridique. En
introduisant des petites modifications peu onéreuses, ’ABC croit que le régime d’assurance-emploi
du Canada pourrait aider les entreprises et reconnaitre les réalités plus complexes des employés.

Les travailleurs et travailleuses autonomes, ainsi que les professionnels et employés de petites
entreprises doivent relever des défis particuliers a cause de la convergence de 'dge moyen des
Canadiens et des Canadiennes a la naissance de leur premier enfant et de leur 4ge moyen au début de
leur premier emploi a temps plein comme professionnel ou propriétaire d’entreprise. Par exemple,
I’érosion disproportionnée des effectifs féminins dans la profession juridique a été identifiée comme
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probléme majeur par plusieurs chercheurs et organisations, y compris les barreaux de la Colombie-
Britannique et de I'Ontario. La conception et la mise en ceuvre de mesures pour combattre cette
érosion sont devenues prioritaires au sein des barreaux provinciaux et de ’ABC. Notre association
croit que le programme de prestations d’assurance-emploi pourrait aider les familles a surmonter ce
défi.

Plusieurs jeunes gens d’affaires sont profondément touchés par les prestations parentales
d’assurance-emploi. Les avocats et avocates, membres de '’ABC, identifient I'équilibre travail-vie
personnelle comme préoccupation majeure et le soin des enfants comme source de conflit avec leur
travail comme avocats et avocates en début de carriére.

Durant cette période de difficultés économiques, les membres de groupes marginalisés (soit par la
race, soit par les incapacités) ont dii quitter les secteurs professionnels et d’affaires en nombres
disproportionnés. En période d’instabilité financiere, il est encore plus essentiel que les parents aient,
dans un contexte adapté a leurs entreprises, accés a un revenu de soutien suffisant pour les congés de
maternité et les congés parentaux.

La flexibilité est essentielle pour les cabinets juridiques et autres petites entreprises. Peu de
travailleurs et travailleuses autonomes peuvent se retirer de leur entreprise durant les congés de
maternité et les congés parentaux. De facon similaire, les employés de petites entreprises peuvent
contribuer au succes de leur entreprise s’ils sont en mesure de structurer leurs congés de maternité
et leurs congés parentaux en fonction des besoins de I'entreprise. Une flexibilité accrue du régime de
prestations aiderait les parents a assurer la viabilité de leur entreprise pendant les congés.

Comme modéle de ce que nous proposons, nous recommandons de nouveau le Régime québécois
d’assurance parentale (RQAP) (http://www.rgap.gouv.gc.ca/index.asp). En vertu de ce régime, les
bénéficiaires ont le droit, depuis 2006, de choisir des prestations plus élevées pour un nombre réduit
de semaines.

Au Québec, les travailleurs et travailleuses peuvent choisir entre une année de congé et une période
plus courte de prestations accrues. Ils peuvent aussi prendre des congés discontinus en interrompant
les prestations et en les recommencant plus tard.

Le Québec n’est pas seul a offrir un régime flexible de prestations d’assurance-emploi. Vous savez
sans doute que 'OCDE compile réguliérement des renseignements sur les politiques de congés de
maternité et de congés parentaux de ses pays membres.! Des congés parentaux a temps partiel payés
par le gouvernement sont disponibles en Belgique, en République tchéque, au Danemark, en Estonie,
en Finlande, aux Pays-Bas, en Hongrie, au Portugal, en Slovénie, en Suéde et, de facon limitée, en
France et en Allemagne. Un sondage détaillé des pratiques internationales, résumant les rapports de
I’OCDE, a été préparé par le ministére du Travail de la Nouvelle-Zélande. On peut le consulter au lien
suivant : http://www.dol.govt.nz/PDFs/research-parental-leave-international.pdf.

Nous proposons qu’a l'instar du modele du RQAP, le nombre actuel d’heures de prestations
d’assurance-emploi soit accordé, mais de maniére flexible. Cela permettrait aux avocats de travailler a
temps partiel avec un revenu de soutien de I'assurance-emploi.

Un rapport statistique préparé par M. Richard Shillington, de '’ABC, sur les prestations de maternité
et les prestations parentales pour travailleurs et travailleuses autonomes démontre que ces

Voir, par exemple, OCDE (Organisation de coopération et de développement économiques) (1995)
Perspectives de 'emploi 1995. Chapitre 5 : Les congés parentaux de longue durée dans les pays de
I’OCDE. Paris, juillet 1995 et OCDE (Organisation de coopération et de développement économiques)
(2004). Reconciling Earning and Caring: Social Policies for Working Families. Summary and Conclusions.
Paris, OCDE, 9 novembre.
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propositions de modification a 'assurance-emploi sont a la fois économiquement viables et
socialement importantes. Selon M. Shillington, un programme plus flexible modelé sur le RQAP est
souhaitable. Il existe une différence de traitement entre les suppléments de salaire des employés qui
s’ajoutent aux prestations de maternité et prestations parentales, qui ne sont pas récupérés par I'Etat,
et le travail a temps partiel. Cette différence de traitement entre le supplément de salaire accordé par
I'employeur et le travail a temps partiel devrait étre éliminée. Cette modification assurerait une
accessibilité plus équitable aux prestations de maternité et aux prestations parentales pour les
travailleurs et travailleuses autonomes. Ainsi que le note M. Shillington, les dépenses en prestations
seraient compensées par les cotisations et les imp6ts payés sur les prestations.

Nous espérons que vous trouverez utiles cette proposition et le rapport de M. Shillington, et il nous
ferait plaisir de travailler en collaboration avec vous et vos fonctionnaires au développement d’'une
nouvelle structure de programme. Le président et les présidentes du Comité sur 'égalité, du Forum
des avocates et des Jeunes avocats et avocates de ’ABC sont respectivement, Aleem Bharmal, Pascale
Pageau et Beth McGrath. Ces personnes ont collaboré a la préparation de ce mémoire. Elles sont
disponibles si vous désirez les rencontrer, individuellement ou en groupe, pour en discuter. Pour
joindre nos dirigeants a I'’ABC, veuillez communiquer avec Me Rebecca Bromwich a
Rebeccab@cba.org.

Veuillez agréer, Monsieur, 'expression de mes sentiments les meilleurs.
(lettre originale signée par Trinda L. Ernst)
Trinda L. Ernst, c.r.

Piéeces jointes (uniquement en anglais)
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Access to Maternity and Parental Benefits for Self-Employed New

Parents

Executive Summary

This research has covered the impact of extending these benefits to the self-employed under E.I. and
also under a national program structured like the Quebec Parental Insurance Plan (QPIP) program.

The findings are as follows:

Roughly 5% of Canadian employed women of child-bearing age are self-employed; 6%
of employed men aged 15-44 are self-employed.

Extending existing Employment Insurance (E.l.) maternity and parental benefits to the
self-employed would increase the number of beneficiaries by about 4% or about 25,000.
The increase in benefit expenditures would be about 3% or $100M.

QPIP has increased the reach of maternity and parental benefits in Quebec by covering
more parents, including the self-employed, who would not have been eligible for E.I. and
providing higher benefits.

The introduction of QPIP in Quebec increased maternity and parental benefits from
roughly $700M under E.1. to about $830M for 2006 the first year of operation. The on-
going costs in Quebec are expected to be roughly $1,400M.

Including the self-employed in a QPIP plan at the national level might, over such a plan
without the self-employed, increase the number of beneficiariesby 4% and the dollar
value of benefits by 3%.

The increase in maternity and parental benefits for the rest of Canada adopting a “QPIP
like” plan is expected to be about $2,600M.

There remains a need for greater need for flexibility in how new parents can receive maternity and
parental benefits and maintain some attachment to the labour force. The QPIP introduced some choice
in the duration and level of benefit. This is a useful first step but further flexibility which might allow a

return to the labour force on a part-time basis, while keeping some benefits would be helpful.
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Access to Maternity and Parental Benefits for Self-Employed New
Parents

1 Objectives

This report presents the data that have been gathered concerning maternity and parental benefits and
its possible extension to the self-employed population. This could be accomplished by extending
Employment Insurance (E.l.) maternity and parental benefits to the self-employed or implementing at
the national level a program like the Québec Parental Insurance Plan (QPIP) which covers the self-
employed. This report includes an analysis of the implications in beneficiaries and benefits that a

maternity and parental benefit program like the QPIP would have for Canada.

Maternity and parental benefits are delivered through E.I. outside of Quebec and, under the current
rules, self-employed mothers will generally not be eligible; unless they combined some self-
employment with paid employment.

The Quebec program QPIP is different from E.|I. is three significant ways:
e QPIP covers the self-employed population.
e The benefits are higher.
e The structure of the benefits has some flexibility.

This report will consider the implications of introducing a QPIP program at the national level. This

report will concentrate on the implications for the self-employed population.

There is a Glossary, which includes a description of the terms used in this report.

2 Births in Canada

The following chart, Figure 1, demonstrates long-term trends in births in Quebec and Canada. Broadly
speaking, the trends are similar, with a peak in the number of births in about 1990, followed by a
decline which ends around the year 2001. The figure shows increases since 2001 that look

proportionately greater for Quebec than for Canada.
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Figure 1

Annual Number of Births

120,000

450,000

400,000

+ 100,000

350,000 :\://{

80,000

300,000

250,000

Canada

+ 60,000

200,000

40,000

150,000

100,000

—— Canada
—#- Quebec

+ 20,000

50,000

Quebec

Fall 2008

D N N> o O & & L
FP& eSS
AU M M AN MU
g F PP P

The trend in births since the year 2001 is examined in greater detail in the figure below. To ease the
comparison the number of births in Quebec and Canada are presented in the chart as an index relative
to the fiscal year 1999/2000 (1999/2000 = 100). In more recent years there has been a dramatic
increase in births in Quebec that out paces the trend in the rest of Canada. Since the fiscal year
1999/2000, the number of births has increased by about 3% in Canada and 12% in Quebec. The
increase in the number of births in Quebec coincides with the introduction of the childcare program in

Quebec, and the recent introduction of QPIP.
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3 Self-Employment and Births

The data in the table below are from Census data are the number of males and females of child-

Fall 2008

bearing age who are employees and who are self-employed. One notes that self-employed women are

about 5% of women working (employed or self-employed) who are in the age groups 15-44.

Table 1

Female

Male

15-19
20-24
25-29
30-34
35-39
40-44
Total 15-44
15-19
20-24
25-29
30-34
35-39
40-44
Total 15-44

Paid
Employment
640,000
887,000
864,000
906,000
1,066,000
1,100,000
5,465,000
701,000
928,000
884,000
960,000
1,134,000
1,140,000
5,748,000

Canadian Employed Population by Class of Work and Gender, 2001

Self-Employed
10,000
14,000
35,000
61,000
87,000
90,000

297,000
12,000
23,000
46,000
76,000

115,000

125,000

398,000

Self-Employed
as a Percent of
the Those
Working
2%
2%
4%
6%
8%
8%
5%
2%
2%
5%
7%
9%
10%
6%

Source: Special Tabulations by Informetrica Limited using the Census Micro-data file.

The data above indicate the number of men who are employed by age group. The age groups

presented are those of “child bearing age”. There is no table of “fertility rates” of fathers. Looking at

the table, and recalling that men tend to be married to women who are similar in age to them, one

might expect that about 6% of new fathers are self-employed.

The proportion of working Canadians who are self-employed varies dramatically with each age group.

3.1 Births and Self-Employed Women
Ideally, one would like to have estimated the relative fertility rates of self-employed, as compared to

other women (for those in child-bearing age groups). A specific study on the fertility rates of self-

Informetrica

Limited



Maternity Benefits and E.I. Fall 2008

—
—
—

employed women could be undertaken using Statistics Canada surveys but would require funds and

permission to access to internal files which put it beyond the scope of this report.

The author has published a study on access to maternity benefits (Shillington, 2007). Data from that
study gives some indication on the share of new mothers who are self-employed. The data are based
on analyses of the Statistics Canada survey, The Survey of Labour Income Dynamics (SLID), for the

period 1992-2003 (this long period was necessary to yield enough births in the study for analysis).

These data concern new mothers and the proportion that were self-employed the year before they gave
birth. These data, from a sample survey that will differ somewhat from the Census data (of child-

bearing age), indicate:

e that self-employed women are about 7% of the female labour force; this is similar to the
figure of 5% found above based on census data (as a percent of women working).

e that self-employed new mothers are about 9% of new mothers.

e that self-employed new mothers were about 11% of new mothers who had worked at any
time in the last year.

It would appear that self-employed women are somewhat over-represented among new mothers in the
labour force as compared to their representation among women in the labour force generally (11%
compared to 7%). This may be because self-employed women are over represented in ages with
higher fertility rates. This result should be interpreted as a preliminary rough indicator as the data used

were not collected for the current purpose.

Table 2

Self-Employed Women and Mothers: Analysis of Births and the Labour Force 1992-2003

Self-Employed Women as a Percent of Female Labour Force 7%
Self-Employed New Mothers as a Proportion of those with Labour Force Experience* 11%
in last year.

Self-Employed New Mothers as a Percent of New Mothers 9%

Note: ‘with Labour Force Experience’ means some employment at some point in the last year.

Source: Calculations by the author using the Statistics Canada Survey of Labour Income Dynamics.
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If you apply the fertility rates of all women to the self-employed populations from the Census, about

15,000 births annually would be expected for self-employed females in Canada.

The following data on earnings indicate that, for women, the average earnings of the self-employed

are lower than for paid employees. For men the average is lower in each age group but overall is the

same.
Table 3
Average Earnings of the Canada Population by Labour Force Status and Gender,
2001
Paid Employment Self-Employed
Female 15-19 $ 5,000 $ 3,000
20-24 $ 13,000 $ 10,000
25-29 $ 25,000 $ 18,000
30-34 $ 30,000 $ 21,000
35-39 $ 32,000 $ 22,000
40-44 $ 34,000 $ 25,000
Total 15-44 $ 25,000 $ 21,000
Male 15-19 $ 6,000 $ 5,000
20-24 $ 17,000 $ 16,000
25-29 $ 34,000 $ 31,000
30-34 $ 44,000 $ 36,000
35-39 $ 50,000 $ 40,000
40-44 $ 54,000 $ 41,000
Total 15-44 $ 36,000 $ 36,000
Source: Special Tabulations by Informetrica Limited using the Census Micro-data file.

4 Ratio of Maternity Benefits to Births

The eligibility for publicly administered maternity benefits differs between E.I. and QPIP. Under the
federal programs eligibility was 20 weeks of insured employment in the past year under
Unemployment Insurance (until 1997) and 600 hours of insured employment in the past year under
E.l. (after 1997). Under the QPIP, eligibility is based on annual earnings. Eligibility is based on
$2,000 of earnings (wages plus self-employed earnings) in the past year.

! This surprising result is because the age distribution of male paid employees is very different from the age
distribution of the self-employed.
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The following chart was compiled by Phipps based on data from Statistics Canada. Over the long run
there has been a trend to increasing coverage as eligibility for maternity benefits under E.I. have been

eased. There was no change in coverage rates in the 1990’s - the regulations were constant.

Figure 2

Figure 11
Probability of Collecting Maternity Benefits,
Canada, 1971-2003
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Source: Author's calculations based on Statistics Canada, CANSIM, table series
W354 340 (total maternity wesks paid by monthj; table 530000, series VG2,
Mote: Caleulation according to total weeks paid/monthyi14.5 x births/maonth)
averaged for the year.

Contemporary figures are as follows: E.l. maternity benefits reach about 60% of new mothers and
about 85% of new mothers with labour force attachment?.

The QPIP program for 2006 would appear to increase new maternity claims by about 25% as
compared to previous years. Indeed, the data below indicate that the ratio of new maternity claims to
births was just under 60% under E.I. and has jumped to about 75% under QPIP.

% The 85% means this proportion of new mothers who satisfy E.|. regulations for eligibility to maternity
benefits (ie. 600 hours of insured employment in the past year).

—
—
—

Informetrica -6-

Limited



Maternity Benefits and E.I.

The new claimant data for the Table below come from the annual report from HRSDC, the

Monitoring and Assessment Reports®; the most recent report provided data for 2004/2005.

Table 4

Ratio of New Maternity Claims to Births, Canada and Quebec

New Maternity Claims Births Ratio of New Maternity
Benefits Claims to Births
Canada Quebec Canada Quebec Canada Quebec
1989/1999 173,920 39,600 338,295 74,292 51% 53%
1999/2000 175,800 40,890 336,912 73,900 52% 55%
2000/2001 175,620 40,870 327,107 71,825 54% 57%
2001/2002 193,020 45,030 328,155 72,602 59% 62%
2002/2003 190,720 45,410 330,523 72,273 58% 63%
2003/2004 201,610 47,390 337,762 74,364 60% 64%
2004/2005 199,360 47,460 338,894 75,347 59% 63%
2005/2006 343,517 78,450
2006* 61,290 82,100 75%
* Note: data for Quebec only

Source: Claims E.I. - Various Monitoring and Assessment Reports - HRSDC; QPIP for 2006 -
Quebec Data provided by Province of Quebec

Births: Statistics Canada; CANSIM Table 051-0013; Province of Quebec for 2006

3 http://www.hrsdc.gc.ca/en/employment/employment measures/EBSM/index.shtml.

—
—
—
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5 Maternity Benefits under QPIP — Quebec

In 2006 Quebec withdrew from the E.I. maternity benefit program and established its own program.
That program, Québec Parental Insurance Plan (QPIP), extended maternity benefit entitlement to all
mothers with labour force attachment in the past year (subject only to $2,000 in earnings).

Many new mothers who would not be eligible for E.I. are eligible for the QPIP program. This includes
self-employed and also those whose limited hours of employment in the past year (fewer than 600

hours) would have left them ineligible for benefits under E.I.

5.1 Description of Benefits
The benefits available under the Quebec program are significantly more generous than those available

under E.I.

In comparing E.I. maternity benefits to the QPIP benefits the first differences are in eligibility and
insured earnings. QPIP covers more of the labour force; including the self-employed and more of
those who work part-time. Also, benefits are much more generous with higher replacement rates and a
higher maximum insured earnings; the maximum weekly benefit under E.1. is about $ 425; the

maximum available under QPIP is about $ 850.

Table 5
Program Parameters for E.l. and QPIP
E.l QPIP

Eligibility 600 hours of insured employment in | $ 2,000 of earnings” in the past year
the past 12 months

Maximum Insured Roughly $ 40,000 of insured Roughly $ 59,000 of earnings

Earnings earnings (excludes tips and self- (including tips and self-
employment) employment)

Benefit Rate 55% of benefits (80% for low Varies over time periods from 55%
income with children) to 75% (80% for low income with

children)

Maximum weekly benefit | Roughly $ 425 Roughly $ 850

Waiting period 2 weeks No waiting period

Source: adapted from Phipps (2006)

* Earnings are based on the income reported from wages plus self-employment (net income) on the income tax
return.

—
—
—
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There are a number of other important differences between QPIP and the E.I. benefits. In addition to
the maternity benefit, which can only be taken by the mother, and the parental benefit, which can be
shared between the parents, there is also a paternity benefit of 3 to 5 weeks, which can be taken only
by the father.

5.2  Types of benefits under QPIP
There is also some flexibility in how benefits are structured. Parents must choose between two

options: the basic plan or the special plan. In so doing, they decide the duration of their leave as well
as their income replacement rate. The choice of plan is determined by the first parent to receive
benefits and cannot be modified. As a result, this decision binds the other parent, even in the event of

joint custody.

Beneficiaries can receive maternity benefits, under the special plan, at a 75% replacement rate for 15
weeks or, under the basic plan, at a 70% replacement rate for 18 weeks. For paternity benefits the
special plan is 75% for 3 weeks and the regular plan is 70% for 5 weeks.

Parental benefits, under the special plan, can be 25 weeks at 75%; under the regular plan they could be
7 weeks at 70%, followed by 25 weeks at 55%.
Four types of benefits are offered under the Québec Parental Insurance Plan:

e maternity benefits: available only to the mothers

e paternity benefits: available only to the father

e parental benefits: available to be shared between the mother and father

e adoption benefits: available to be shared between the adoptive parents

The following table indicates the maximum number of benefit weeks and percentage of average

weekly income for each type of benefits, depending on the plan chosen.
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Table6
Basic plan Special plan
Types of
benefits | Maximum number of | Percentage of average | Maximum number of | Percentage of average
benefit weeks weekly income benefit weeks weekly income
Maternity 18 70 % 15 75 %
Paternity 5 70 % 3 75 %
7 70 % 25 75 %
Parental 25 55 %
(7+25=32)
12 70 % 28 75 %
Adoption 25 55 %
(12+25=37)
Souce: http://www.rgap.gouv.gc.ca/prestations/index_en.asp

5.3 Utilization of QPIP Benefits in Quebec during 2006
QPIP was introduced in January of 2006. At the time of writing (Winter 2008) information is

available only for the calendar year 2006.

One expects the utilization of QPIP for parental and paternity benefits for the second year of operation
will be substantially higher than the first year.

Because QPIP is a new program, parental benefits in the first year will be lower than usual because
they can only begin after the maternity benefits are exhausted. Many births in this first year of the
program will lead, eventually, to parental benefits which are started late in the year and extend into the
next year or, for births which are late in the year, parental benefits may not even begin until the next

year.

If one examines E.I. benefits for 2004/05, the last year that included Quebec, the national expenditures
on maternity benefits were $312M, for parental benefits the total was $688M ($316M for women, and
$372M for men). One can see that parental benefits were more than double maternity benefits.

In the first year of operation for QPIP, (see Table 12 below) maternity benefits were $417M but
parental benefits were much less at $303M ($257M for women, and $46M for men). This
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demonstrates that the first year of operation for QPIP, with a cost of $830M, is not representative. The

study below estimates the cost of QPIP on an on-going basis.

A second and likely minor factor is that awareness of this benefit may not be high during the first year

of operation particularly for those who were often not eligible for maternity and parental benefits

under the federal E.I. program (the self-employed and part-time employees).

For these reasons, the QPIP costs and number of beneficiaries in the first year are lower than would be

expected on an on-going basis.

The following table presents the number of recipients for 2006. The data suggest a significant increase

in the utilization of the benefit as compared to the benefits previous provided under E.l. Whereas new

maternity beneficiaries under E.I. were 47,000 in 2004/05 (the last year of E.l. maternity benefits in

Quebec), the number of female beneficiaries was almost 61,000 in the first year of QPIP. The number

of births in Quebec in 2006 was about 9% higher than in 2004/05. Thus one might have expected
52,000, (47,000 plus 9%) new maternity benefits in Quebec on E.I. for 2006.

The number of new maternity beneficiaries under QPIP, for those who were salaried, increased by

about 12%, (from about 52,000 to 58,000), over what might be expected otherwise. When those self-

employed or mixed salaried/self-employed are added in, the increase in the number of maternity
beneficiaries increases by an additional 7% to about 19% (from about 52,000 to 61,000).

Table 7

Maternity and Parental Beneficiaries in Quebec

E.l. in Que. QPIP
Inflated for
2004/05 2006* 2006
Salaried
Only Total

Maternity 47,460 51,731 58,061 61,290
Paternity n/a 35,660
Parental 58,750 47,353 **

* Inflated by 9% to account for increased births

** Parental Benefits are low because it is the first year of operation (see
text).

Source: various Monitoring and Assessment Reports by HRSDC
Source:http://www.cgap.gouv.gc.ca/index_en.asp
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The beneficiary data for the first year of operation are presented below. For the year 2006 there are
about 61,000 new maternity claims and almost 36,000 paternity claims. Paternity benefits are not

available under E.I..

Table 8

QPIP benefit recipient according to type of benefit received January 1 to
December 31, 2006

Mothers Fathers Total
Maternity 61,290 61,290
Paternity 35,660 35,660
Parental* 39,186 8,167 47,353
Adoption 549 191 740
Total' 61,841 35,851 97,692

! A recipient who receives both maternity (or paternity) and parental benefits is
only counted once as part of the total.

* because the program was in its first year parental benefits are lower than they
would have been otherwise.

Source :http://www.cgap.gouv.gc.ca/index_en.asp

The data in Table 9 indicates that for all benefit types, the self-employed (excluding those with
income which is mixed salary and self-employment) are about 4% of claimants for both males and

females.®

The “Mixed” category (in Table 9) includes those with some self-employment income and some
salaried income. It is not clear from the data how many of these individuals would have been eligible
for QPIP without their self-employment income. A special tabulation by the author indicated that the

vast majority, more than 99%, of those in the “Mixed” category with $2,000 of earnings (including

% - 4.1% (2,566/61,841) of female claimants and 3.7% (1,331/35,851) of male claimants.
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wages and self-employment) had $2,000 of wages and would have been eligible for QPIP without

their self-employment income®.

Table 9

QPIP benefits recipient according to
employment classification
January 1 to December 31,2006

Mothers Fathers Total

Salaried 58,061 33,719 91,780
Self-Employed 2,566 1,331 3,897
Mixed 1,214 801 2,015
Total 61,841 35,851 97,692
Source:

http://www.cgap.gouv.gc.ca/index_en.asp

It would have been useful to know the share that the self-employed are of maternity, paternity and

parental benefits. QPIP does not publish that data.

5.4  Cost of benefits — First Year of QPIP
The data below demonstrate a significant increase in the average weekly benefit paid under QPIP as

compared with E.l. This increase is not surprising since the maximum insurable earnings for QPIP
was $57,000 for 2006 and about $40,000 under E.I. The average weekly benefit under QPIP was
about 40% higher than under E.I. for males and 33% for females.

® Special tabulation by the author using the Statistics Canada, Survey of Labour Income Dynamics for 2002.

—
—
—
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Table 10
Average Weekly Benefits for Maternity and Parental Beneficiaries
in Quebec
E.l. in Que. QPIP
2004/05 2006
Salaried Total
Males $ 365 $ 513 $ 508
Females $ 309 $ 412 $ 408
The Average for males under E.I. is estimated because it is not
published.
Source: various Monitoring and Assessment Reports by HRSDC
Source: http://www.cgap.gouv.qc.ca/index_en.asp

The following data provide some insight into the value of benefits for the beneficiaries who are

employees and/or self-employed. One notes:

¢ the number of self-employed recipients is about 2,500 females and 1,300 males (the
number of males will likely increase with a full year of data).

e the average weekly benefits are highest for employees ($412 for females and $513 for
males) and lowest for those purely self-employed ($320 for females and $391 for males).

e about 13,000 females or about 25% of females take the “Special Plan”. For males about
10,000, or again about 25%, take the “Special Plan”.

—
—
—
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Table 11
QPIP benefit recipients, average weekly benefits based on type of plan, gender and worker category
(aggregated data from January 1 to December 31, 2006)
Basic plan Special plan Total
Worker Average Average
Gender category Recipients Average V\_/eekly Recipients weekly Recipients weekly
benefit : ;
benefit benefit
Salaried 46 649 $410 11 412 $418 58 061 $412
Mothers self- $271 1627 $349 2 566 $320
employed 939
Mixed 778 $407 436 $400 1214 $404
Total mothers 48 366 $408 13 475 $409 61 841 $408
Salaried 24 817 $506 8902 $532 33719 $513
Fathers oo 890 $363 441 $445 1331 $301
employed
Mixed 563 $482 238 $523 801 $494
Total fathers 26 270 $501 9581 $528 35851 $508
Total 2006 74 636 $440 23 056 $459 97 692 $445
Events' 49 682 17 191 66 873
An event may be a birth, adoption, or pregnancy interrupted after the 19" week.

One notes that the experience with E.I. has been that the cost of parental benefits far exceeds the cost
of maternity benefits; about 70% of E.I. benefits for parents are delivered through parental benefits.
The first year of QPIP is not representative of the expected on-going costs; this is demonstrated by the
fact that only 42% of the benefits were parental benefits (which is much lower than the E.1.

experience).

The author has estimated the likely on-going costs of QPIP based on the first year experience. Table
12 below presents the costs of E.I. benefits in Quebec for the most recent year (2004/05) at $693M.
The first year of QPIP was $830M but the estimated annual cost after the first year is roughly
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$1,400M (rounded to the nearest $100M). These cost estimates are in 2006 dollars and are based on

the number of births in Quebec and Canada in 2005/06.

The estimate for the ongoing cost of maternity benefits is based on assuming the ratio of parental

Fall 2008

beneficiaries to maternal beneficiaries observed under E.I. will be observed for QPIP. The maternity

benefits under QPIP were significantly higher than under the last year of E.I. It is assumed that the

cost of parental benefits will increase by the same proportion.

Table 12

Cost of QPIP - Actual for 2006 and On-Going

Actual Total On-
E.l.inQue.  Expenditures ($ Going Cost
2004/05 M) ($M)
Maternity $ 218 $420 $450
Paternity n/a $90 $90
Parental - Mothers $260 $730
$ 475

Parental - Fathers $50 $70
/Adoption $10 $10
Total for year $693 $830 $1,350

* Estimate based on full year experience

55 Premiums

Contributors come from every sector of the Québec labour force. The total is estimated at some
300,000 employers, 3,300,000 salaried workers, and 500,000 self-employed workers. The fact that
self-employed workers have access to benefits is one of the great new features of the Québec plan

compared to the federal employment insurance plan.

The following premium rates apply for 2007:

e $0.583 per every $100 in eligible salary and wages for employers
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e $0.416 per every $100 in eligible salary and wages for salaried employees
e $0.737 per every $100 in business income for self-employed workers
The maximum insurable income for 2007 is $59,000.

Since January 1, 2006, under a Canada-Québec agreement, Québec employment insurance
contributors receive a reduction in their employment insurance premiums because Québec now has its
own maternity, paternity, parental, and adoption benefit plan. The federal government determines this
rate of reduction. For 2007, it is maintained at 0.34% of insurable earnings for salaried workers. For
employers, it is equivalent to 1.4 times the salaried workers’ rate of reduction. As for self-employed
workers, since they do not contribute to Employment Insurance, they cannot benefit from the

premium reduction rate applicable to this plan.

QPIP officials report that premium revenue in 2006 was about $1,100M (response to written request
for information). About $50M came from the self-employed. If indeed the on-going costs are in the

order of $1,400M then an increase in premiums or government contribution may be necessary.

56  Contributors
This table presents the impact of QPIP premiums on employers, salaried workers, and self-employed

workers. One notes that the annual increases in premiums, QPIP net of E.I. reductions, for employees
of up to $100. The employer increase is up to near $150. The self-employed pay up to $420 more
because they pay both employer and employee contributions and they have no ‘savings’ in reduced

E.1. contributions because they do not currently contribute to E.I..
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Table 13
Impact of Québec Parental Insurance Plan (QPIP) premium
on employees, employers and self-employed workers in
2006
Québec
Parental Net
Insurance Cutin Change in
Plan Employment Annual
Wage level premium Insurance Premiums
Employees
Contribution Rate 0.42% 0.34%
$20 000 $83.20 $68.00 $15.20
$40 000 $166.40 $132.60 $33.80
$59 000 or more $237.12 $132.60 $104.52
Employers
Contribution Rate 0.58% 0.48%
$20 000 $116.60 $95.20 $21.40
$40 000 $233.20 $185.64 $47.56
$59 000 or more $332.31 $185.64 $146.67
Self-employed workers®
Contribution Rate 0.74%
$20 000 $147.40 $0 $147.40
$40 000 $294.80 $0 $294.80
$59 000 or more $420.09 $0 $420.09
'Self-employed workers do not pay Employment Insurance
premiums but pay premiums under the Québec Parental
Insurance Plan.

6  Including the Self-Employed under E.I.

Fall 2008

This section of the report considers the option of extending E.I. to the self-employed. E.I. benefit rates

and duration would remain unchanged.

Experience would indicate that including the self-employed for maternity and parental benefits under

an otherwise unchanged E.I. would increase the number of beneficiaries by about 4%. Because of the

lower average incomes of the self-employed, including the self-employed under E.I. would likely

increase the cost of benefits just over 3%.

Currently the cost of maternity and parental benefits under E.I. for Canada is about $ 3B. The addition
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by about 25,000 annually. One could speculate that extending E.I. maternity and parental benefits to

the self-employed, based on the QPIP experience, would increase benefits by roughly $100M.

In order to fund such benefits for the self-employed, one would expect some form of contribution to
the E.I. fund for earnings that are not normally insured under E.I.. These could be collected at income

tax time, in a fashion similar to that used for the Canada Pension Plan and in fact QPIP.

7 Projected Impact of QPIP at the National Level

There are some challenges to estimating the amount of additional benefit that would be paid, over the
E.l. benefit, if the Quebec program were extended to the rest of Canada. First, a complete analysis of
the annual cost of QPIP on an ongoing basis is not yet available. The on-going costs need to be
estimated. As well, Quebec has somewhat lower average incomes than other provinces, which might
affect the take-up of expanded maternity benefits (high income parents may be less willing to accept
the drop in income that maternity/parental benefits represents). As well, the take-up of parental
benefits for males under E.I. was higher in Quebec than in other provinces. This has been also
replicated with QPIP; the take-up of paternity benefits and parental benefits by males appeared
relatively high compared to the E.I. experience (but this is based on only the first year experience with

the restricted utilization of parental benefits).

The impact of a QPIP program at the national level for 2006 was estimated using the number of births
in Quebec and Canada for 2006. First, the QPIP experience in Quebec for maternity benefits relative
to births was used. Then, the analysis used the expected number of parental benefits one might expect

based on the E.I. ratio of parental benefits, for males and females, to maternity benefits.

The table below indicates the estimated number of maternity and parental beneficiaries that might
have been expected in Canada using QPIP eligibility criteria.
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Table 14

Number of Estimated Beneficiaries, 2006

Canada
Canada - Under E.I.
with QPIP  (Estimated) Increase

Maternity 258,000 217,000 41,000
Paternity 89,000 n/a

Parental - Mothers 247,000 209,000 38,000
Parental - Fathers 46,000 36,000 10,000

These estimates of the number of beneficiaries were then multiplied by the average number of weeks
of benefits and the average weekly benefit, for Quebec and Canada to obtain estimates of the benefits

that would be paid in Canada using a QPIP like program.

In the most recent year under E.I., maternity and parental benefits were about $3,100M for Canada of
which about $ 700M were for Quebec. The cost of the QPIP program for the first year of operation
2006 was just over $ 800M but that cost is expected to be more like $1,400M in 2007 (rounded to the
nearest $100M).

Using this as a basis for projections it is estimated that operating a program like QPIP at the national
level would cost about $ 5,700M. The increase in cost to deliver this program to the Rest of Canada is
about $ 2,600M.

Table 15

Cost of Extending QPIP style Benefits to the Rest of Canada
(using 2007) - $ Millions (rounded to the nearest $100M)

Quebec Rest of Canada  Canada

E.l. Style Program $ 700 $ 2,400 $ 3,100
QPIP - on-going $ 1,400 $ 4,300 $ 5,700
Increase in Cost $ 700 $ 1,900 $ 2,600
>,
—
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It is also worth noting that increased benefits paid from such a national program would be subject to
tax. So the increase of $2,600M would be offset somewhat by income tax revenue at the federal and

provincial level.

It should be understood that these estimates are not precise as they rely on information for the first
year of QPIP which is incomplete. Also, assumptions are required about the take-up rate of “QPIP
like” benefits and benefit rates at the Canada level. These are “rough” estimates that reflect the “order

of magnitude” of the beneficiary numbers and costs.

8 Improvements in Design

Many new mothers and fathers would prefer to return to employment part-time. Yet clawbacks make
it very difficult for parents receiving these benefits to supplement their benefits by taking a casual or

part-time job.

Any earnings while on maternity benefits for E.I. or for QPIP are deducted dollar-for-dollar. While on
parental or paternity benefits earnings up to 25% of the benefit are ignored; earnings over this amount
are deducted dollar-for-dollar.

This is contrasted with the treatment of employer top-ups. For parents with this employer top-up, their
E.1. or QPIP benefit is supplemented by their employers. These receipts from employers are not

clawed back.

Since many self-employed parents will want to maintain some connection to their employment, these
clawbacks are highly problematic. They effectively eliminate any financial reward from working a

few hours per week.

Some flexibility in the design of benefits would be desirable.

9 Conclusions

This report has estimated the implications of providing publicly funded maternity and parental

benefits to self-employed Canadians. The research has covered the impact of extending these benefits
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to the self-employed under E.I. and also under a national program structured like the QPIP program.

The findings are as follows:

¢ Roughly 5% of Canadian employed women of child-bearing age are self-employed; 6%
of employed men aged 15-44 are self-employed

e Extending existing Employment Insurance (E.l.) maternity and parental benefits to the
self-employed would increase the number of beneficiaries by about 4% or about 25,000.
The increase in benefit expenditures would be about 3% or $100M.

e QPIP has increased the reach of maternity and parental benefits in Quebec by covering
more parents, including the self-employed, who would not have been eligible for E.I. and
providing higher benefits.

e The introduction of QPIP in Quebec increased maternity and parental benefits from
roughly $700M under E.1. to about $830M for 2006 the first year of operation. The on-
going costs in Quebec are expected to be more like $1,400M (rounded to the nearest
$100M).

e QPIP plan at the national level might increase the number of beneficiaries for maternity
and parental benefits by 4% and the dollar value of benefits by 3%. The increase in
maternity and parental benefits for the rest of Canada with a “QPIP like” plan is expected
to be about $2,600M.

There remains a need for greater need for flexibility in how new parents can receive maternity and
parental benefits and maintain some attachment to the labour force. The QPIP introduced some choice
in the duration and level of benefit. This is a useful first step but further flexibility, which might allow

a return to the labour force on a part-time basis, while keeping some benefits, would be helpful.
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10 Glossary

Insured Employment: employment governed by the E.I. legislation. Generally this excludes self-
employment. It can also exclude some employees in a family operated business or private
corporation.

Labour Force: those in the labour force are employed or unemployed (not working, available
for work but who have sought employment in the last 4 weeks, or have a job beginning in
a few weeks).

Not in the Labour Force: population not in the labour force they must be not employed and
also not seeking employment. Some of these individuals would be discouraged workers;
not working who would accept available employment but have given up looking.

Self-employed: individuals in the labour force who are not employees. The self-employed
include owners of private corporations, with or without employees and sole-
proprietorships with or without employees.

QPIP: Quebec Parental Income Plan; the Quebec program established in 2006 to deliver benefits
maternity and parental benefits.

E.l.: Employment Insurance.

Employer Top-Ups: a benefit funded by the employer which enhances, “tops-up”, the maternity
and/or parental benefit provided under E.I.
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