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Introduction

The labour movement has made substantial contributions to Canada’s economic
prosperity and social cohesion. For decades, unions have been invaluable partners in
building and maintaining Canadian strengths in fields such as manufacturing, resource
industries, education and public service. They have been an inextricable part of Canada’s
competitive advantage.

Yet Canada, like all countries in the globalized economy, faces continuous and growing
pressure to be nimble, innovative and ever-more productive. Keeping pace with the rate
of change in global markets, developing and applying new technologies, and training and
sustaining a robust, creative workforce are imperatives which all sectors in Canada must
address.

There is little question that labour will be a critically important element of Canada'’s future
prosperity. However, the means by which the labour movement will continue to be
engaged in economic development and public policy has been a subject of recent
discussion. Careful consideration is owed to the question of how unions may best
continue to serve as a source of innovation and productivity.

On May 13" 2013, Canada’s Public Policy Forum convened a select group from across
diverse sectors for a special dialogue on this important issue. Over a dinner in Toronto,
senior leaders from the labour sector, government, academia and the private sector
discussed the role which labour can and should play in the continuation of a uniquely
Canadian path to prosperity.

Context

David Mitchell, President and CEO of the Public Policy Forum, welcomed participants to
the discussions, taking a few moments to elaborate upon the role of labour in the
Forum's evolution and mandate. A neutral convener, the Forum was established 26 years
ago by leaders from different sectors who felt policy should be the product of frank and
open discussion among government, business and labour. Over the years, the Forum has
maintained this raison d‘étre, seeking to work with all sectors in the pursuit of better
public policy and better government.

The discussion about labour unions, and the role they play in ensuring our future
productivity and innovative capacity, is thus central to the work of the Forum. Human
capital issues, driven by demographic change, technological advancement and
increasingly complex markets, are among the most challenging issues facing the public
and private sectors today. Collaboration with labour on these, and other policy issues, will
be crucial to Canadian competitiveness.

!See Appendix A for list of participants
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As policy development becomes a process increasingly shaped by consultation and
engagement, public perception of policy-makers becomes even more important. This is
no-less true for unions than it is for governments and businesses. Recent public opinion
research presented by Allan Gregg, Chair of Harris/Decima, afforded participants some
insight into the current public perception of unions. A majority of Canadians have a
positive perception of labour organizations, and their leaders, specifically in reference to
confidenzce in their leadership. A majority also support union membership, and the right
to strike.

Kevin Lynch, Vice Chair, BMO Financial Group, provided important context for the
discussion, noting the urgent need for a more productive and innovative Canadian
economy. As the global economy restructures itself, and once emerging economies
become dominant, the very nature of competitiveness will change. Canada, as a
prosperous and productive but relatively small economy, must adapt to this change. In
fact, we should seek to lead it. Information is rising to become the new global currency
and the connections and collaborations which Canada is able to establish will become
fundamental to our success as innovators and global competitors. Rising geo-political
risks underscore the need for Canada to broaden our pool of potential partners, and to
leverage our abilities to sustain world-leading comparative advantages.

Sparked by the opening contextual presentations by Allan Gregg and Kevin Lynch, the
assembled leaders commenced their discussion, prompted by three key questions
centred on the role of labour in setting the policy course for Canada’s future as an
innovative, competitive and collaborative country:

1. What are the current top policy priorities for Canadian unions?
2. How is demographic change impacting labour unions in Canada?

3. Is there a unique Canadian multi-sector approach to policy development in the context
of increased global competitiveness?

Roundtable Discussion
Productivity: Is Canada in the slow lane?

Canada has long borne an unfortunate reputation for low productivity, particularly when
compared to the United States. The source of the gap has been extensively analyzed, and
many potential solutions discussed. Innovation is a fundamental component of the
recommended approaches is to closing this gap — though increasing innovation in
Canada is no simple task.

> See Appendix B for full presentation of public-opinion research
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Key elements of productivity and innovation may lie within the workforce. For example, it
was suggested that diminishing benefits and incentives for workers, and the continued
loss of manufacturing jobs, may be prime obstacles. As the demographic composition of
the labour force changes, and growth continues to slow, new mechanisms to define
labour force productivity may be necessary. A reconsideration of compensation incentives
was suggested as one potential option.

Businesses and labour both recognize the need to increase productivity at the firm and
national level. To do so, however, may necessitate a different approach to partnerships
between the two sectors. A renewed vision of partnership is required in order to dispel
outdated notions of workers and their demands, to support a reorientation around the
needs, wants and expectations of both companies and employees. Suggestions put
forward during the roundtable discussion included profit-sharing arrangements which
share wealth among corporations and unions during profitable years, while neither side
benefits during unprofitable years.

There was a consensus that change is needed, and that collaborative dialogue is required
to achieve it. Labour unions, as instruments of collective action, play a vital role in
aggregating and representing the views of their members. If perspectives of unions (and
hence their members) are excluded from the dialogue on change, then competition for
ideas and solutions is reduced, and productivity will likely suffer. Dialogue in support of
greater productivity should seek to be broadly inclusive. An intergenerational perspective
is particularly necessary. Demographic change is bringing significant shifts to the labour
market, and the design of any new system must incorporate the views of those who will
be required to work within it. Baby-boomers, who designed the current systems, may not
always be well-placed to articulate the solutions to challenges which have arisen over the
past generation.

As cross-sector collaboration progresses, new business models will follow and the role of
labour in productivity will increase. As this process of change begins to create shared-
solutions, the benefits of greater productivity must also be shared.

Trust and Shared-Responsibility for Policy-Making

A multi-sector dialogue on important policy issues is key to advancing the productivity
and innovation agenda in Canada. The convening of this particular roundtable discussion
was noted as a successful application of this principle. However, not all discussions
involving unions have been so open and respectful. All sectors are pressured by budget
constraints, shifting business models, and ever-changing human capital requirements. In
such a tense environment, leaders of different sectors are prone to insular thinking and
attributing blame to others. A negative focus, some argue, may have disproportionately
fallen on unions.

A trust deficit exists among the sectors often impeding efforts to make progress on
important issues, such as productivity. For example, some may misconstrue the role of
unions, presuming political intentions, rather than public interest. This lack of
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understanding may be due to the absence of labour leaders in policy dialogues. Some
participants noted that, beginning in the 1990s, labour has been increasingly excluded
from policy development in Canada. The lack of engagement may have calcified into lack
of trust.

In order to provide the basis for the collaboration needed to help advance productivity,
trust must be re-established. Labour unions are eager to engage as a driver of positive
change, and in order to do so they must be involved in the relevant conversations.
Confidence in the intentions of all sectors is required. Enhanced interaction through new
channels, such as social media, may help to foster transparency and genuine
engagement. Such tools can be quite helpful if properly managed. Efforts to recast the
multi-sector collaboration process to counter the apparent politicization of labour, as
portrayed in the news media, would also be a valuable step. In such efforts, both
employers and labour share a responsibility for sustaining an effective collaboration
process.

Human Capital Priorities

Labour is a central agent of change and adaptation in the workforce. Demographic shifts
place human capital issues at the top of most policy-makers lists as they seek to prepare
Canada for the globalized economy in which we now compete. Unions want to be agents
of constructive change; they view this as being in the best interest of their members.

The collective bargaining process is of critical importance in the policies which affect
individual employees. In this respect, flexibility has become an important factor, both for
individual employees and for employers. The ability to build flexibility into employment
negotiations, and into the employment safety-net, is critical. Pension coverage (and
pension flexibility) is also a prominent feature of human capital discussions. Only 38.8% of
all employees are covered by a registered pension plan Canada. Growing an innovative
and productive talent pool will require an examination of benefits, pensions included.

Issues of employment security and worker retention are also top priorities for the labour
sector, especially given the global economic climate. Attracting and retaining new talent,
while economic conditions restrict hiring and delay the retirements of existing workers, is
a challenge requiring unions and employers to work together. Seeking such opportunities
for sector-specific, action-centred collaborations among employers and unions may be a
promising place to begin addressing productivity and innovation issues. Suggestions,
such as ending short-term contract work in favour of longer-term skills development, will
help employees achieve job security, also allowing for greater productivity and returns on
investment for employers.

There are some issues on which labour may need to make adjustments, such as
amending the terms of short-term contracts, incentive compensation, flexible works
hours and training/apprenticeship programs. Some noted that efforts to address such
issues within unions have been reactive, rather than proactive.
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In addition, it is recognized that unions can improve their role in terms of workplace
democracy, particularly in the representation of women and youth. Generational issues
also arise in discussions of job security. Younger union members, often those with the
least security owing to agreements negotiated long before they joined the workforce, are
sometimes hesitant to speak out on issues.

Communication, be it within the labour sector, or between labour and employers, is of
the utmost importance. For younger workers, communication is a key element of job
satisfaction, and a determinant of their willingness to trust and collaborate on key
challenges. On certain labour force issues, such as immigration, unions can serve as
valuable points of expertise and experience, provided an appropriate channel exists
through which to communicate the ideas of their members. An effort towards greater
candor among labour, employers and governments may be necessary to help define
human capital priorities on which all parties can contribute to common objectives.

A Forward Agenda

Our workforce, our population, and our economy will always be changing. Our
institutions must continually adapt to these changes and help lead the country to
sustained prosperity. In order to do so, policy-makers in all sectors must seek out new
avenues of partnership to remain at the forefront of change. All stakeholders have a role
to play in these ever-shifting realities. We can learn from new ideas and best practices as
we strive to meet the demands placed upon our economy. International comparators,
such as Scandinavia, may be a good place to start. We should also be mindful of
emerging good practices within Canada, such as the multi-sector collaboration which
took place during the establishment of the Asia-Pacific Gateway in British Columbia.

As the dialogue on the role of labour in Canada’s future prosperity continues, there are
several key points to keep in mind. As human capital remains a key focus of discussion, an
intergenerational component will be necessary, in order to capture the views of current
and future union members. There may also be a need for a “fourth sector” organization
to help facilitate ongoing discussions. This would help to ease communication issues and
re-establish the trust necessary for sustained and trusting partnerships.

The objective of continued dialogue should be to achieve common purpose and shared
values on which all sectors (labour, business and government) can partner to foster
innovation, productivity and prosperity in Canada. This goal should be pursued with a
sense of urgency. Multi-sector dialogue, such as this roundtable discussion, is important
and a good start.
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Appendix B

Public opinion research presented by Allan Gregg, Chair of Harris/Decima
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Confidence in Public Office Holders
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Supporting the Right to Strike
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Joining a Labour Union
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Average Benefits of Union Membership
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Appendix C

The Canadian Way?: Some “inconvenient facts” and a pertinent question
by Kevin Lynch, Vice-Chair , BMO Financial Group

THE CANADIAN WAY?: SOME "INCONVENIENT FACTS”
AND A PERTINENT QUESTION

By:

Dr. Kevin Lynch

Vice-Chair, BMO Financial Group
To:

Public Policy Forum: The Canadian Way?: The Role of Labour in Canada’s Prosperity

Tororto, Ontano
May 13, 2013
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Fact 1; The world is changing, profoundly and rapidly: structural trends and
seismic events are reshaping economies, societies, politics, and power in today’s

hyper-connected world ...

and this means uncertainty, volatility and change are the

order or the day, and the status quo is not a viable long term strategy.
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Tomrto, May 13, 2003

Fact 2: The new global reality
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&\em-emergemeofl\sna, soon 50% of global GDP; the great ?:Zal
financial crisis, with lasting consequences; rhe demographics of

aging in Western societies, puts premium on immigration and talent;
the Information Revolution, and the hyper-connected world.

Nature of competitiveness changing: how to create dynamic, flexible
and innovative economy to co:?pebge with low cost-large scale
standardized product competitors; "New competitiveness” puts
premium on intellectual capital (innovaticn) and human capital
(talent) -« serendipity is not an innovation strategy.

The 24/7 global digital universe is reshaping the value of

information and the nature of doing business, of doing government,
of deing social interactions, of doing education, of doing crime, It
has heiped create the hyper-connected world.

Search for security in an increasingly insecure and multi-polar
world: itical tensions/risks are rising, economic
uncertainty/volatiiity is high; trade tensions are increasing, and
virtual tensions (cyber attacks, privacy) on the rise,

BMO e Flnaocial Grouy PPF; The Caraian Wary?: The Roke of Labowr 11 Carady's Prosgerky 1

is a “two-speed world” ... with a low growth, low

interest rates, high volatility recovery in Western economies and a much more rapid
expansion in dynamic emerging economies: a “1-2% growth world” versus a “5-8%

growth world” --- this creates

an export diversification imperative for Canada.

2-Speed World: The Facts 2-Speed World: the Visual """"V """"'WI World:
Growth Prospects
(IMF, Apai 2013)
Conada 3™
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world x ,/ naly 106%
0 . 7
Japan 2 15 14 : \/ = =
UK 02 o7 15 4
B3 2004 005 2006 N0 NG RO BOW 20t I 2 20N
18 1, 2.4 SR W iy 40 G-T average 3%
~ G-20 average . 1es

T cna 78 80 B2
India 40 57 62
Brazil 09 30 LRl
Russéa 34 3.4 38

—

i

Torontn, May 13, 2013

ey e Vinanclal Groug

PFF: The Canadian Wary™; The Role of Labowr i Canoda's Promperty 2

The Canadian Way? The Role of Labour in

Canada’s Prosperity

19



Fact 3: In this changing global environment, the world of energy is being reshaped
by an “unconventional energy revolution” ... and this is a potential game changer
affecting us all.

the "unconventionals” ---
non-OECD markets, led by

New energy demand
China (U.S. demand flat)

+
the "unconventionals” -- shale gas,
New energy supply oil sands, renewables, alternatives
+

the "unconventional” ... exploration is

New energy exPloratlon in the laboratory, not in new terrain

- Shifting energy trade = shifting
geopolitics (90% of Asian oil and
gas from Middle East within decade)

Energy game-changer

N 2B RN B N 7

+

U.S. security of energy supply
Security game-changer increasing; Canadian security of
+ energy demand decreasing
Diversification: LNG gas exports from
Market game-changer =>  North America to Asia; Canadian oil

exports to Asia
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Fact 4; Relatively speaking, Canada has fared well due to a number of strengths.
But, to continue to do so, we need to adapt to the new global reality, because our
potential growth is slowing.

o Lowest net debt (to GDP) in G7; low inflation (2% over decade)

“ Sold econormk fundamentals > + Corporae tax fake 9 pp bekow U.S,
.‘ A diversified econceny and > « 1% in OECD for PSE education

strong human capital «  Strong public unversity system; strong research capactty
.* A sound financd system — « WEF rates Canada 1% m world for soundness of banking system
.‘ Robust natural resowrces (energy, > o Third larpest ol reserves in world, major producer in most

minerals, agnculture) natural resource categones
“ Strong institutions, nde of law, ——p * Gobal Competitvencs: Index ranks Canada 1

ovic values In G7 for quality of institutions

Slower potential growth will = Lower potential groweh {labour force growth and prodoctvity
! impact fiscal framework ’ arowth slowing) b )

+ agng will affect sustanability of revenues and affordabilty of spendng

P 89% of Canadian trade with »  China less than 5% of Canadian exports, other

OFCD countries = inarkets ks than 1%, fess than 12% of SMES trade
P Business productivity growth N «  Cdn business productivity kevels 72% of US.; ICT per workes less

ke<s than 1% than S0% of LLS,; M&E per worker 75% of US

Business RAD spending is 1% —— = Canadian busness RAD spend (1% of GOP) & below OECD
Q. of GDP average (1.6%); half of US., quarter of lsrasl ..

rowth slowing > «  Canackan labour force growth today roughly 19%; wekt below its 25 year
1' Usbour foroe averape of 1.5%
Tororto, May 13, 2013 “*'09"-""“-1“"-'9 PP The Carandin Wy The ok of Lisbeuw 11 Carnda's Srinpcty 4
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Fact 5: Canada has a number of strengths but productivity and innovation are not
among them ... and this creates an imperative for market diversification,
productivity and innovation, and talent.
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Fact 6: What exactly determines competitiveness? There is no single factor, or
measure, but there are a number of different, and useful, perspectives on what
builds sustainable competitiveness in today’s profoundly changing global economy ..

Rankings Global Global Soundness Net-Debt- Tertlary Innovation Income per
Competitiveness | Opportunity | of Financial | to-GDP Education, % Capacity Capita (PPP)

Indox (WEF) Index (FDI) Systems 2013 of Population (WEF) {OECD)
(Milken) (WEF) (MF) (OECD)

&1 Switzerdand Hong Kong Canada Norway Canada Chena Switzedand  Norway
(Shanghai)
82 Singapore Singapore  New Firland Japan Singapore  Japan Uinited States
Zeatand
g3 Finland Denmark Austraba Sweden Unfied States Hong King  Fintand Switzedand
o4 Sweden Canada Finland Denmark  New Zealand Korea Netherlands  Austraia
Netherdands Linited Nooway Australia Fnland Tape Sweden Irefand
Kingdom
Canada 4= q= 1™ 10on ™ o 21 &
United ™ 2= 40 190 e 3= ™ e
States
*Lowet 80 highest, advanced countrivs
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Hypothesis: In this profoundly changing world, the “drivers of success” are also
shifting, fundamentally. The nature of what is required for a sustainably
competitive economy includes a global mindset, an innovation/productivity focus,
great talent and trusted institutions.

‘/A global economic perspective, and the ability to serve
markets beyond one’s traditional boundaries

‘/Sound economic and policy fundamentals that build
confidence, resilience and flexibility
An abillity to attract, welcome and retain global tzlent

A capacity for inherent flexibility, for continual
innovation and sustained productivity growth in
every business sector

=

‘/A strong public education system and excellent
research-intensive universities

Good public services, a healthy environment and
attractive communities

v Respected institutions and the rule of law to atiract
international investment
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Question: In this profoundly changing global environment, from which no economy, big or
small, or segment of society can isolate themselves, how are labour unions in Canada
adjusting to this new global reality? How do they see their role in helping to make Canadian
firms, workers and the economy more competitive? How do they view a world where ...

» Strong government balance sheets are a form of “national fiscal insurance”
particularly with “fiscal walls™ looming in Europe, U.S. and Japan

» Geopolitical uncertainties are on the rise, with indirect trade barriers increasing, fiscal
and banking pressures in Europe, growth volatility, and regional political tensions

# Trade and investment diversification into non-traditional markets are essential in
today’s new global reality as emerging markets are where the growth is

» The “new competitiveness" is more than low cost, high scale, standardized products
--- innovation is now a key “differentiator”, and productivity gaps need to be closed

» Energy (oil and gas) linkages between Asia Pacific and Canada offer much promise,
and could be vanguard of broader Canadian trade diversification towards Asian
markets

» Respected institutions, rule of law, attractive communities, and a great public
education system are all part of the "infrastructure” for the “new competitiveness”
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