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EXECUTIVE SUMMARY

Income inequality, precarious work and the
,j?' digitization of the economy are now issues that
‘{b policymakers must grapple with immediately, or risk

economic ruin and social upheaval.

The future of work has been a popular topic among policymakers, the media and commentators in recent
years. Artificial intelligence, advanced robotics, the sharing economy and other emerging technologies were
expected to upend the nature of how people work, eliminate an array of routine and repetitive tasks, and
put pressure on social support frameworks designed for a different era. These impacts were expected to be
felt in the near to medium term, but with enough lead time to prepare workers and adapt policies for the

advent of the gig economy and an increasingly digital world.

Suddenly, the future of work is already here. The need to reinvent our social and economic policy

frameworks has a newfound urgency.

The COVID-19 pandemic, which swept across the globe in the early months of 2020, has rapidly accelerated
long-standing trends in labour markets and economies around the world. Income inequality, precarious work
and the digitization of the economy are now issues that policymakers must grapple with immediately, or risk

economic ruin and social upheaval.

Looking ahead to a post-pandemic world, one can easily imagine a sustained period of economic anxiety.
Economies may open and shutter again periodically as the virus returns in subsequent waves. A handful of
cash-rich multinational digital giants squeezing ever less competitive industries will rule the day. Under this
scenario, part-time, temporary and contingent workers will likely become the staffing option of choice for
firms that are ruthlessly focused on profits and minimizing long-term commitments to their workforces in a

highly uncertain environment.

How can Canada prepare for the future of work in a way that protects and supports those who will suffer
most as a result of the pandemic? Young people, workers in the service and hospitality sectors, women,
historically marginalized groups and older workers are all likely to face a steeper uphill climb in the years
ahead. How can we ensure that the quality of jobs in Canada meets the needs of workers, by providing a fair

income, security and opportunities for advancement?

This paper reviews the current state of Canada’s labour market, explores key trends related to the nature
and quality of work, and considers which trends might accelerate or change course post-pandemic. It
concludes with a series of policy recommendations charting a course toward a more inclusive and resilient

Canadian economy that prioritizes decent work.
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The future of work is upon us. Policymakers had been actively engaged in conversations about the topic for
a number of years, but, as is often the case, things happened much more quickly and for different reasons
than anticipated. Rather than artificial intelligence (Al) and advanced robotics disrupting us, a virus has

suddenly upended what we understood about how we live, work and move forward.

The COVID-19 pandemic has starkly revealed some of the cleavages and challenges we face as a society. It
has also raised immediate, pressing questions about how these problems can best be addressed to foster an
economy and labour market that work for the benefit of all Canadians.

Precarious and low-wage workers such as delivery drivers, long-term care workers and grocery store
cashiers were pushed into the spotlight as “normal” life ground to a halt. The shift to digital is happening at
warp speed, whether for buying groceries or conducting work and social interactions. The international
order appears set to further unravel as the connective tissue of travel and trade frays. The economic
downturn is already disproportionately affecting women, younger Canadians and low-wage workers.

According to the International Labour Organization, decent work “sums up the
aspirations of people in their working lives. It involves opportunities for work
that is productive and delivers a fair income, security in the workplace and social
protection for families, better prospects for personal development and social
integration, freedom for people to express their concerns, organize and
participate in the decisions that affect their lives and equality of opportunity and
treatment for all women and men.”

Source:

What does it all mean for the future of work? How can we emerge from the pandemic in better shape than
we entered by generating quality jobs for Canadians? This paper will explore these questions by looking at
three topics:

1. The state of Canada’s labour market, economy and social architecture before the pandemic.

2. Work-related trends and issues the pandemic may accelerate, or reverse, particularly with regard to
decent work.

3. Some potential policy solutions that can position Canada for success, in the areas of market-shaping

approaches, system resilience and policy framework renewal.
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STATE OF PLAY: CANADA’S LABOUR
MARKET AND ECONOMY

Entering the pandemic, Canadian workers and employers faced major challenges related to income
inequality, precarious work, declining unionization rates, wage stagnation, financial security and digitization
of the economy. Appreciating some of the facts and nuances around these subjects helps to deepen an
understanding of the nature and quality of work in Canada, how it has changed over time and is likely to

evolve in the future.

INCOME INEQUALITY

= |ncome inequality in Canada has hit a plateau at or near record highs over the past two
decades, as measured by the Gini coefficient.’

Inequality, Measured by the Gini Coefficient, Adjusted for Household
Size, Three Measures of Income | Canada, 1976-2018
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Source: Statistics Canada, Table: 11-10-0134-01.

= After-tax income inequality (comparing the 90th percentile to the 10th percentile) among non-
senior households doubled between 1976 and 2015.2
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After-Tax Income Polarization (P90:P10 Ratio), Canada and Ontario,
Non-Seniors, 1976-2015
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Source: Statistics Canada, Custom Tabulation from Canada Income Survey

Between 1982 and 2014, the market income of the bottom 50% of earners fell by 28.4%, while
the top 1% experienced a 52.6% gain and the top 0.01% saw a 133.3% increase.?

The market income share of the top 1% in Canada increased from 7.6% in 1982 to 11.6% in 2014,
peaking during that period at 13.6% in 2006.*

The top 1% of earners in Canada accounted for 37% of total income growth between 1981 and
2010, second only to the United States among countries in the Organisation for Economic Co-

operation and Development (OECD).>

In the wake of the 2008-09 recession, the bottom 10% of non-senior earners saw the greatest
decrease in income, falling from about $9,500 to $7,500 between 2008 and 2015.°

In the recessions of the early 1980s and 1990s, significant increases in market income inequality
can be observed (mitigated by the impacts of the tax and transfer system).” There’s other

compelling evidence that vulnerable groups are at greater risk during economic downturns.®
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INCREASES IN NON-STANDARD AND PRECARIOUS WORK

—

Temporary
employees
earned

$21.80

an hour

L
compared with &

521.80

for permanent
employees
in 2018.

Temporary
employees
also work

hours
less per
week.

Employment and Social Development Canada. (2019). Report of the expert panel on modern federal labour standards.
Government of Canada. https://www.canada.ca/content/dam/canada/employment-social-development/services/labour-

standards/reports/expert-panel-final/expert-panel-final-report-20190826.pdf

= |ncreases in non-standard forms of employment (e.g., self-employed, temporary, contract and

part-time workers) have accounted for 60% of job growth in OECD countries since the mid-

1990s.°

= Non-standard employment accounts for roughly one-third of all employment in Canada.

10,11,12

=  For the first time on record, fewer than half of jobs in Canada were full-time and full-year

positions, according to the 2016 census.

= Part-time workers as a proportion of the Canadian workforce have increased from 12.5% in 1976

to 18.9% in 2019.™

=  Women, people with disabilities, visible minorities, recent immigrants, temporary foreign

workers, workers with less education and single parents are more likely to be employed in

precarious forms of work (e.g., involving uncertainty, low income and limited social

benefits).15’16"7"8

=  Fewer than a quarter of workers in Ontario engaged in non-standard forms of work had access

to extended health, dental and insurance benefits in 2011, compared with more than 75% of

workers in standard employment relationships. Fewer than 17% of workers engaged in non-

standard work had access to an employer pension plan, compared with more than half of

workers engaged in standard employment.”
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DECLINING UNIONIZATION RATES

I_Canada’s rate
of unionization .
has dropped b
from 37.6%

75.8%

PUBLIC SECTOR

in 1981 to

in 2019, i
mainly driven 16%
by a drop in _; ; B
private sector 1981 2019
unionization = - Those stood at 16™
rates. - OJO in 2019, compared

%—% O ~ Wwith 75.8% in the
|_|_| mh—‘ |-|-| ~ public sector.

Statistics Canada, (2020). Table 14-10-0132-01. Union Status by Industry. Government of
Canada. https://www150.statcan.gc.ca/tl/tbll/en/tv.action?pid=1410013201

= A number of factors underlie the decline in unionization rates, including structural changes in
the Canadian economy (e.g., declining employment in traditionally highly unionized sectors

such as mining and manufacturing).?°

= Other factors driving lower unionization rates include legislative changes (such as shifts toward
mandatory votes for certification), less interest among workers in joining unions and employer

resistance.? %

= The difference in wages between unionized and non-unionized workers dropped markedly from

20% in the 1980s to 8% by 2002, accounting for differences in occupation, age and education.?
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WAGE STAGNATION

= OQOverall median Canadian household income sat
Part-time = at $61,400 in 2018, up only 15% in 42 years from
workers as a & $53,400 in 1976 (in 2018 constant dollars),
proportion of despite significant increases in women’s labour

the Canadian f force participation over the same period. This
\r/]vorkf_orce . means many households now rely on two people
ve INCr )
SYE NEIEase 12.5“0 to earn about as much as one could earn in
from _ o
i previous generations.

12.5%

[ ) . . . . .
) = |f real wages had risen in line with productivity
in 1976 to

between 1991 and 2005, Canadian workers

18 9% . o
° ; would have received an average of an additional
in 2019. 1976 2019 $200 on their weekly paycheques.?®

= Between 1997 and 2016 in Ontario, real hourly
wages for lower-skilled jobs plateaued, while
those in higher-skilled categories, such as
management and professional occupations, saw

significant increases.?®

Ontario Real Hourly Wages, by Skill Level, 1997 and 2016 (constant 2016 dollars)
. 14.6
SillLevel D o 15
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Source: Ontario Ministry of Finance, https://www.fin.gov.on.ca/en/economy/Itr/2017/ch3.html
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|— FINANCIAL SECURITY

In a 2017 survey, f? O S » According to a 2019 survey, 48% of Canadians
O/O 38 L reported being $200 or less away each month
from financial insolvency, and 26% said they had
of adult Canadians no funds left over at the end of the month.?’

reported some level of volatility

in their incomes in the past year = Canadian household debt stood at 177% of

disposable income in 2019, up 9% from 2018. One
in four Canadians reported borrowing money to
pay for food or other daily expenses.?8

= |ncome volatility is reported at higher rates by
women, younger Canadians, those in modest-
income households and social assistance
recipients.?®
TD Bank Group (2017)3°

DIGITIZATION OF THE ECONOMY

= Digitization is expected to have wide-ranging impacts on all sectors of the economy, although
productivity gains to date stemming from digitization have been marginal.”’

= A handful of firms have quickly achieved significant scale in particular sectors. For example,

Facebook and Google accounted for 74% of online digital advertising sales in Canada in 2017.%2

= Advances in artificial intelligence and robotics are anticipated to have significant impacts on
jobs across the globe, by supplementing and augmenting workers’ tasks or replacing
occupations entirely. The scale and speed of these changes have attracted a wide range of
studies with differing findings.*>
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Between 2010 and 2017, Job growth in the same

GDP (nominal) growth of period was also higher for

digital economic activities the digital economy, at

outstripped the 37% compared with
(L40.2% to 28%), for the

2010 2013 2017 DIGITALECONOMY ~ OVERALL ECONOMY

Statistics Canada. (2019). Measuring digital economic activities in Canada, 2010 to 2017. Statistics Canada.
https://www150.statcan.gc.ca/n1/daily-quotidien/190503/dq190503a-eng.htm

HOW DOES CANADA’S SOCIAL ARCHITECTURE HOLD UP?

Against this broader economic backdrop, gaps in Canada’s overall

Close to a quarter social safety net have emerged in recent decades as work becomes
(23%) of Canadians increasingly precarious, wages stagnate and Canadians stretch their
under 30 spend more budgets to meet essential needs. There’s no shortage of literature
than half their income on the need to modernize policy frameworks designed in the 1940s,
on rent. ’50s and ’60s in line with the realities of work in the 21 century.
FCM, 2019 Areas ready for an update range from employment insurance and

social assistance to skills training, childcare, retirement supports,
labour standards and medicare.?*

A few examples of the notable shortfalls in policy frameworks designed to support Canadians in, entering or
exiting the world of work include:

=  The share of unemployed workers receiving employment insurance (El) benefits exceeded 80%
in the early 1990s, a figure that has dropped by half to about 40% in recent years.*®
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= According to a 2019 survey, 9% of parents of children under five reported changing their work

schedule due to difficulty finding childcare, while 7% had to work fewer hours and 6% delayed

their return to work.%®

= The economic costs of mental illness in Canada are estimated to exceed $50 billion a year in
health care, productivity and quality of life costs, while one-third of adults with a mental health
care need in the previous year reported their needs weren’t fully met.*’

= |n 2016, 19% of Canadians reported lacking insurance that covered all or part of their
prescription costs.38

= Close to a quarter (23%) of Canadians under 30 spend more than half their income on rent.3°

= More than half of Canadians (56%) over 50 do not have a retirement savings plan.*°

Child-care spaces
for infants cost more — —
S — 521,000
than a year
iIn most Canadian
cities (and more

than $21,000

a year in Toronto).

Cost of child-care spaces in Toronto

in most Canadian cities

Macdonald. D., Friendly. F., (2020). In progress: Child Care Fees in Canada 2019. Canadian Centre for Policy Alternatives.
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These issues have all received attention in recent years from government-commissioned studies, think tank
and academic reports, and stakeholder advocacy campaigns. Incremental progress has been made to
address deficiencies in some cases, such as enhancements to the Canada Pension Plan or increased
investments in affordable housing. For the most part, however, the needs of many Canadians outstrip the
capacity of the supports and programs available to them.

Now, faced with a once in a century economic downturn that has impacted virtually all Canadians in some
way, it will be much harder to ignore these gaps in key policy areas. Access to childcare challenges for some
becomes a universal issue when schools and daycares shut, leaving working parents to take on new roles as
teachers and care providers. Retirement savings and rent or mortgage payments assume a new urgency
when a third of the labour force has applied for emergency income supports within weeks.

These challenges existed before the pandemic and will persist after it. But to what extent are they likely to
accelerate or, perhaps, change course in the coming years as a result of how work has been impacted by
COVID-19?
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What work-related trends have emerged, or accelerated, during the
One analyst predicts

that over 25% of
workers will keep impossible to predict with any degree of certainty, five trends do

pandemic that can be expected to persist over time? While this is

working remotely seem likely to dramatically alter the landscape of work in Canada,
post-pandemic,
compared with fewer
than 4% who worked
from home before the

crisis. MORE UNBUNDLED AND ONLINE
Fremson, 2020. W O R K

The unbundling of work can be expected to continue in the coming

and elsewhere, in the coming years.

years.”! As outlined earlier, non-standard work is increasingly
common today as compared with 40 years ago, and it is now likely to accelerate. Driven by automation, the
platform economy and corporate strategies, more full-time and part-time jobs will be broken down into

their constituent bundles of tasks and become temporary gigs and microtasks.

Firms are likely to accelerate investments in automation to enhance worker and consumer safety, while also
mitigating the risks of workers being unable to work due to illness or otherwise affected by public health-
mandated lockdowns.*?4® As noted by Oxford University’s Carl Benedikt Frey, more routine jobs are likely to
disappear due to the COVID-19 economic downturn, and consumers are also likely to opt for cheaper, less
labour-intensive goods and services.** Both these factors can be expected to drive further automation in the

economy and disproportionately impact low-income earners.

Studies conducted pre-pandemic estimated that anywhere between 6% and 59% of existing jobs were at
high risk of automation over the next 10 to 50 years.*> Many low-income Canadians are disproportionately
impacted by COVID-19 from both a health and unemployment risk perspective.*®4” Additionally, low-wage
positions are more likely to be automated than higher-wage roles. Consequently, opportunities for roles with
much wage growth or stability could be severely compromised for lower-income Canadians as firms

accelerate their automation plans.

As workers and firms have been forced to become increasingly familiar with teleworking during the
pandemic, it’s also possible this will lead to an increase in the uptake of online labour platforms to mediate
working arrangements. Canadian software firm OpenText announced it is permanently closing half of its
global offices in light of high levels of productivity while 95% of employees work remotely during the
pandemic.#® One U.S. analyst predicts more than 25% of workers will keep working remotely post-pandemic,

compared with fewer than 4% who worked from home before the crisis.*?
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If workers are increasingly out of sight and working from home in Mississauga rather than downtown
Toronto, it’s not a big leap to see those same tasks being outsourced to Nairobi or Mumbai. Between 2016
and 2020, online freelance digital work postings on platforms such as Fiverr, Freelancer and Guru doubled in
Canada.® In an environment where every expense will be scrupulously examined, shifting even more tasks

online in search of efficiencies seems like a natural next step.

Taken together, it’s likely that in the years ahead fewer Canadians will be engaged in standard employment
relationships, and more will be tenuously attached to an increasingly fissured, digital, precarious world of
work. This could be a particular challenge for young Canadians entering a labour market equaled in turmoil
only by the Great Depression, as well as for lower-income Canadians and women. They are overrepresented
in sectors such as retail and accommodation likely to be hit hardest over the medium term by social

distancing measures.”!

DEGLOBALIZATION AND RESHORING

The status of global trade and migration is another area brought into question by the pandemic. The World
Trade Organization estimates that global merchandise trade will decline by between 13% to 32% in 2020,
while trade in services will also be hit hard as a result of travel restrictions and border closures.>? Many
observers anticipate that the vulnerabilities of global supply chains revealed by COVID-19 could lead to a
reshoring of certain key manufacturing capabilities, highlighted by shortages in many countries of vital
medical equipment such as ventilators and face masks.>>>* Even telemarketing capabilities abroad have
been limited by the pandemic, forcing some Canadian firms to scramble to ramp up domestic capacity to

help customers using staff from other business lines.>>

This could reverse trends in countries like Canada, which have seen slow, steady declines of employment in
goods-producing industries over the past few decades. Only 20.7% of Canadians in 2019 were employed in
goods-producing sectors, compared with 34.5% in 1976. A renaissance in manufacturing across the board
may be unlikely, but certain sectors of vital national interest could see a rebound in employment, and many
of those jobs could potentially be higher-wage, secure positions.

How the pandemic will affect the flow of people, in addition to goods, is another key policy unknown. The
United States announced a two-month ban on immigrants seeking to live and work in the country
permanently, ostensibly as a means of protecting American workers from competition in a fragile economic
environment.>® Canada doesn’t appear set to follow suit, but one could imagine a scenario in which
immigration is limited or capped to ease job seekers’ fears. This would likely be a counterproductive
approach that would actually constrain growth, while also flying in the face of long-standing support for

immigration in the country.®’
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INCREASED CORPORATE CONCENTRATION AND
DIGITIZATION

Large, well-capitalized incumbents are likely to consolidate and expand their dominance of key sectors of
the economy in the coming months and years. Many small and medium enterprises in the retail, food
services and restaurant, tourism and hospitality sectors have been dealt a body blow from the forced
closure or dramatic scaling-back of their operations due to social distancing and stay-at-home protocols.
Larger Canadian companies (more than 100 employees) have been relatively better insulated from job
losses, with employment declining by 12.6% between February and April 2020. Small firms (fewer than 20
employees) saw a far more dramatic fall of 30.8%.%8

Meanwhile, digital businesses such as Amazon are able to navigate relatively seamlessly a world that prefers
online shopping and home delivery. Amazon hired 175,000 workers to meet demand in its warehouses in
March and April, and its stock price has soared as more consumers shopped with their phones and
computers.>® Microsoft, Amazon and Apple, America’s three most valuable companies, saw their stock
values rise by more than a cumulative $750 billion in the month after the U.S. stock market bottomed out in
late March, exceeding the gains of the bottom half of all companies in the S&P 500.%°

Other large chains in the retail and food services sector are also likely to weather the economic storm more
successfully, with higher levels of cash savings and more cash flow generally. According to one U.S. study,
chain restaurants took 75% of money spent eating out in the first month of the pandemic, significantly
higher than average.®"2 In the words of Thomas Philippon, a professor of finance at New York University,
“The firms that were the top dogs going into the crisis also happen to have the most resilient business
models because they can do everything online. It turns out Amazon was one of the most successful
businesses in the U.S., and on top of it, they are the ones who can keep processing orders.”®3

Increased consolidation in a number of sectors, including retail, airlines, telecommunications and beer, has
been occurring steadily in recent years in both the U.S. and Canada.®*%° In Canada’s food and beverage
sector alone, four large companies dominate meat production, while five companies control 80% of the
consumer grocery market.®® These trends are likely to persist and accelerate in a time of great economic
stress, as smaller, independent and generally less well-capitalized firms in the hospitality, restaurant and
retail sectors will invariably struggle to make rent payments and reach pre-pandemic revenue streams. The
larger firms that can survive will reap the rewards of consumer spending gradually returning to pre-

pandemic levels over time in less competitive marketplaces.
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Compounding this shift will be a continued acceleration in the digital transformation of various sectors, with
more activity taking place online. These trends are not new, but could speed up rapidly if consumer habits
around shopping from home for groceries and other goods become hardwired. Revenues of the top five
global e-commerce retailers grew, on average, by 32% a year between 2008 and 2016, while revenue
growth across the European Union retail sector averaged only 1% a year during the same period.®”

From telemedicine to teaching, the pandemic has rapidly accelerated the digital shift in a range of
industries. At the end of April 2020, Microsoft CEO Satya Nadella observed that the “past two months have
seen digitisation progression that would ordinarily take two years generated by the demands of remote
working and the need for accurate data and intelligence.”68

By late April, Amazon’s shares had gained close to 26% in 2020 as its retail arm filled the void of shuttered
bricks and mortar stores.®® Its streaming service, online gaming platform and cloud computing services
have also benefited significantly from more people at home seeking alternative work arrangements and

forms of entertainment.

Digital businesses, larger companies and firms that
can leverage data and consumer insights to pivot
quickly in a rapidly changing environment are likely
to emerge even stronger from the pandemic than
they were before.

These trends pose real risks for workers and job quality. They could lead to increasingly fissured workplaces
with complex subcontracting and outsourcing arrangements, where workers are further distanced from the
corporation that actually profits from their labour.”® A smaller number of employers could also lead to less

competitive labour markets where wages and benefits are suppressed.”

DISPROPORTIONATE IMPACTS, WORSENING INCOME
INEQUALITY AND POVERTY

The immediate economic fallout of the pandemic has largely been borne by those who were already
struggling to get by. As Miles Corak, economics professor at the City University of New York, wrote, “The
foot soldiers in this very first economic battle against COVID-19 were the young and women, those who
work in part-time and temporary jobs, with no union contracts and lower wages. Students and those who
were already unemployed were also out of luck finding their next job.”72 A study from the C.D. Howe
Institute found that the early impacts of working hours lost were disproportionately felt by lower-wage

workers and women.”3
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Statistics Canada’s labour force survey data released on May 8, 2020, noted that “employment losses
continued to be more rapid in jobs offering less security, including temporary and non-unionized jobs.”
Temporary employees saw a drop in employment between February and April 2020 of 30.2%, compared
with a 17.8% rate for all paid employees. Employees making less than two-thirds of the 2019 median hourly
wage ($24.04) experienced a 38.1% drop in employment.’* Salaried workers saw far less of an impact on
hours worked than workers paid by the hour, and lower-wage workers generally experienced far greater
losses of jobs and hours than higher-wage workers.

Percentage of workers who lost jobs or majority of hours, by wage
February - April 2020
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Armine Yalnizyan, Atkinson Fellow on the Future of
Workers, has argued that the pandemic will bring
about the first “she-cession,” as sectors such as
retail, child care and education that employ high
numbers of women have been hit hard.

While female-led recoveries have historically followed recessionary periods through increased labour market
participation by women, she questions whether that will be possible this time.”>

The long-term impacts of this economic downturn on young people’s employment prospects and earnings
potential are also in question. Phil Oreopolous, economics professor at the University of Toronto, notes that
those graduating into a recession in the 1980s and 1990s lost, on average, 5% of their lifetime earnings
compared with peers graduating in better economic times. He argues that the effects of the COVID-19

recession could be even worse.”®

The pandemic has also highlighted the acute needs of the homeless and those in long-term care facilities
across the country (not to mention those working in such facilities for low wages and in precarious
employment relationships). Both groups are at significantly higher risk of contracting COVID-19, and
population groups “lacking access to health services in normal circumstances are left most vulnerable during
times of crisis.””” Similarly, ethnic groups including Black, Latin American and South Asian Canadians
appear likely to struggle economically as the pandemic challenges household budgets.’®

Looking ahead, it would be no surprise to see
poverty rates in Canada increase as unemployment
challenges persist and emergency benefits are
reduced or eliminated amid the largest economic
contraction since the Great Depression.”?:g°

Furthermore, after two decades of relatively stable income inequality levels, early signs point to those at the
bottom of the labour market ladder being at high risk of falling further behind, while high-wage earners
could be relatively well insulated from economic hardship. Groups including recent immigrants and refugees,
racialized communities, young people and women are likely to face significant economic headwinds as the
pandemic continues to unfold, which will also have significant social implications for Canada.

FISCAL CONSOLIDATION AGENDA IN THE MEDIUM TERM

Canada is racking up a historic budget deficit to mitigate effects of the pandemic on workers, firms, students
and specific sectors of the economy. As of April 24, the Parliamentary Budget Office estimated that federal
economic stimulus measures would contribute to a 2020-21 deficit of $252.1 billion, or 12.7% of GDP. This
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would be the largest budget deficit as a share of GDP on record (since 1966-67), more than 50% higher
proportionally than the 8% mark in 1984-85.8" While 2021-22 budget figures aren’t yet known, another
significant deficit can be expected.

The only comparable deficit-spending program in Canadian history occurred during the Second World War,
when deficit to GDP ratios ranged from 17.6% in 1945 to 22.5% in 1942.82 With interest rates currently sitting
at historic lows, borrowing costs for the federal government are not a significant constraint on further debt
accumulation. However, it’s also unlikely that the economy will grow itself out of a large debt as easily as it
did after the Second World War. GDP growth in Canada averaged 3.1% between 1967 and 2017, while
projections for the next 50 years are half that level, at 1.5%.83

Subnational debts are also mounting, with provincial governments deficit-spending to shore up health and
social services and combined budget balances in 2020-21 expected to be more than $60 billion in the red.8
Municipalities are also being hit hard by reduced revenues and heightened expenses, with Toronto
anticipating a $780 million shortfall over three months, and Vancouver and Montreal expecting to be

hundreds of millions short of needs as a result of the pandemic.8>

Conversations are already turning to when Canadian governments should start to look at returning to a
more normalized fiscal environment and wind down emergency measures such as the Canada Emergency
Response Benefit.868788 Similar themes emerged after the 2008-09 financial crisis and early 1990s recession,
with program review exercises and a concerted effort to bring debt under control at both the federal and
provincial levels. It is likely these types of exercises will be undertaken once the health concerns of the

pandemic are under control, particularly given the unprecedented size of the debt being incurred.

Consequently, the time horizon to move forward with transformative policy solutions around the quality of
work is probably shorter than it might appear. This underlines the importance of identifying high-impact,
implementable solutions as quickly as possible.
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Where should policymakers focus their attention when it comes to

Both the :ederal and the (near) future of work, in light of the COVID-19 pandemic? Long-
provincia

governments should standing issues around income inequality, job precarity and wage
look to introduce new stagnation are likely to become more prevalent in the coming years.

minimum wage levels
set between 60% and
70% of the median traded online, we can expect to see an increase in digital platforms
wage in their
jurisdictions.

As more industries rapidly digitize and more goods and tasks are

as the default marketplaces for both consumers and business.

We may see an increase in opportunities within the manufacturing

sector due to reshoring, and construction will continue to benefit

from a likely infusion of public infrastructure investments. The
health-care sector, and particularly long-term care homes, could see an increase in quality jobs given
population aging and heightened scrutiny on conditions within the sector.

A probable medium-term focus on fiscal restraint also means that government program expenditures and
policy interventions will need to be laser-focused on outcomes, digital delivery, implementation fidelity and
partnerships. Wringing every possible dollar out of public investments to support a robust and inclusive

economic agenda will be vital.

Some policy interventions can be taken up with relatively little public investment—shaping how workers are
treated through effective labour regulations, for example. Other approaches are cross-cutting—increased
system resilience through development of a national digital infrastructure or enhancing strategic foresight
capacity within the public sector. Finally, some key policy frameworks require an overhaul to be up to the

challenges ahead: employment insurance and skills-training sit at the top of that list.

Each of these categories are outlined below, with some illustrative examples of how best to move forward
to promote an economy that emphasizes quality work and good opportunities for Canadians. This
imperative will help ensure that Canada’s economy remains prosperous, globally competitive and resilient in

an increasingly turbulent global environment.

MARKET-SHAPING APPROACHES

A relatively lower-cost approach for governments to boost job quality is through regulatory intervention —
shaping and moulding the contours of a marketplace and setting minimum standards for certain behaviours
and actions. While compliance and enforcement efforts to support such interventions are not free, they can

be far less costly than direct grants or subsidies, and also scale to a far greater level.
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Given the likely trajectory of the future of work in coming years, it’s important to consider which types of
regulatory interventions will yield the most benefit, address relevant challenges and are targeted at the
appropriate actors. Some ideas worth considering in this regard include:

= Mandating greater use of community benefit agreements (CBAs) attached to public
infrastructure projects. If we anticipate significant infrastructure investments as part of
economic stimulus packages (on top of $700 billion in already planned investments in the next
decade), a key area of focus should be the use of CBAs that provide benefits to communities
such as access to apprenticeship training for marginalized communities and boosting social
procurement.89 Hundreds of billions of dollars in investments could lead to tens of thousands
of well-paying jobs for historically disadvantaged groups. With the construction industry
already facing significant labour shortages, this approach also offers the benefit of being timely
and urgently needed.?° Designing pathways into these jobs that ensure success and inclusion

will be a critical success factor.

= |nstituting a higher minimum wage. Both the federal and provincial governments should look
to introduce new minimum wage levels set between 60 % and 70% of the median wage in their
jurisdictions. Higher minimum wage levels could have a strong effect on moderating income
inequality, particularly for those at the bottom of the wage distribution.?! In a period where
workers may have less bargaining power and job security than ever, setting a minimum floor on

earnings would be a simple way to help more Canadians struggling to make ends meet.?

= Tightening the legal definition of independent contractor. We are likely to see even more firms
seek to classify workers as independent contractors rather than employees in the coming years,
to minimize statutory obligations and responsibilities (e.g., avoiding payroll deductions) and
shift more risks onto the worker. The federal government should clarify the definitions for
employee and independent contractor in Part Ill of the Canada Labour Code, to avoid the need
for case-by-case determinations.?® Provincial governments should, where applicable, look to
ensure misclassification does not occur and make clear that the onus is on employers to
demonstrate a worker is not an employee when they assert rights under employment standards
legislation.

= Easing restrictions on unionization and exploring alternatives to collective representation in
the private sector. In an environment of increased corporate concentration, it will become
increasingly important to let workers collectively join together to assert their rights with
employers with regards to pay, benefits or overall working conditions. Between one-third and
40% of non-unionized workers in Canada would like to join a union if they had the opportunity,
while more than 70% of workers would be interested in joining non-union organizations that
would discuss workplace issues with management.®#°> Both the federal and provincial

governments should conduct systematic reviews of labour legislation to explore the best means
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of enhancing workers’ collective voice, including examining legal barriers to unionization (e.g.,
secret-ballot certification elections and cooling-off periods), support for third-party worker
advocates and introducing anti-reprisal protections for concerted activity modelled on section 7
of the U.S. National Labor Relations Act.%

A range of other market-shaping ideas and initiatives should also be explored, many of which were outlined
in the 2018 Mowat Centre report Race to the Top: Developing an Inclusive Growth Agenda for Canada.%’
These include heightened wage transparency, sectoral bargaining, joint liability provisions where work is
subcontracted, a review of the tax system, enforcing pay equity targets and promoting the development of
platform co-operatives.

To drive a more equitable recovery, a key focus with any of these initiatives must be assessing their impact
on historically marginalized groups who are also likely to be most significantly impacted by the economic
downturn. Developing clear targets and measures, and ensuring data sources are available to track the

progress of these initiatives, will be a critical success factor that cannot be overlooked.

SYSTEM RESILIENCE

Digital Infrastructure

For both the public and private sectors, the critical importance of modern digital infrastructure and tools has
been underlined in recent months. Government officials warned the Prime Minister in late 2019 of “rusting
out and at risk of failure” IT systems, some of which are pushing 60 years of age.®® These issues have been
identified for more than 20 years by the government itself, the Office of the Auditor General and outside

observers.%°

With an unprecedented flood of applicants for El, many Canadians were left frustrated by interminable wait
times as call centres struggled to cope with questions and issues.’® The roll-out of the Canada Emergency
Response Benefit was much smoother, largely because the program is designed to assume eligibility and
deal with enforcement or ineligibility issues after the fact, rather than the typical, more bureaucratic and

time-consuming approach of assessing eligibility before benefits flow.

The critical need to invest in more capable, nimble technology infrastructure at all levels of government has
never been clearer. Delivering benefits and services more quickly and efficiently will require a top to bottom
rethink, investments in relevant blockchain, cloud computing and Al capabilities, and hiring thousands of
new civil servants with the skills and capabilities to reinvent government through a digital lens. Many
countries around the world, ranging from Denmark and Estonia to Singapore and the United Kingdom, have

demonstrated the possibility of transforming government services through smart investments.'®’
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The public sector also has a key role in promoting more accessible and affordable mobile and high-speed
internet connections for citizens. While Canada ranks relatively well in terms of availability and quality of
digital access, wireless costs are among the highest in the world for advanced economies.'0?

Moving quickly to deploy 5G technology, while also
driving down costs for wireless and ensuring that

/r-' rural, remote and Indigenous communities are
® connected digitally, must be key policy priorities in
the months ahead.

Smarter Policy and Program Approaches

Governments should not start and stop their modernization approaches at the digital window, however. A
range of innovative and effective approaches to modern government in the 21Ist century have been explored
to varying extents in Canada, but now must be broadly adopted and accelerated to ensure the best
outcomes at the lowest possible costs. These include:

= Mainstreaming the use of behavioural insights to shape choices in ways that benefit individuals
and society. For example, changing defaults for workplace pension enrollment to opt-out rather

than opt-in have dramatically increased take-up rates.'®

= Expanding the use of outcomes-based funding approaches such as pay-for-performance
schemes to drive better results in areas such as retraining initiatives and criminal justice

reform.'04

= |ntegrating service delivery approaches across government departments and between levels of
government to better serve clients and avoid unnecessary duplication and overlap. Successful
models of human services integration in Australia, Canada and elsewhere should serve as
models for opportunities in other policy areas.'®®

= |nstitutionalizing policy formulation approaches that incorporate techniques such as design labs
and foresight exercises to consider a broader range of plausible scenarios and

perspectives.'06.107

= Renewing efforts to partner with outside entities from the non-profit, educational and private
sectors to scale up successful initiatives, while also seeking opportunities to integrate and

partner with other levels of government in areas such as economic development.

=  Focusing on delivery through central stock-taking units, to ensure that key policy priorities are

executed and stay on track.'®®
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Governments around the world have the

I opportunity to hit the reset button coming out of
the pandemic. Citizens will be open to new
approaches that promise to deliver better results,
more efficiently and quickly.

The above-noted areas have all demonstrated they can deliver value for both citizens and governments. The
challenge will be how to adopt and implement these approaches at scale, in the immediate aftermath of a
crisis with many competing priorities. Deploying proven approaches to change management with civil
servants and key stakeholders aimed at more resilient, smarter government will be essential to ensuring the

ongoing success of any, or all, of these approaches.

Finally, governments must consider how they can collectively work together in a more effective way to
tackle critical cross-border issues in the digital era. Whether in the areas of competition law, taxation of
digital platforms or regulation of online labour, there is a growing need for regulators and policymakers to
operate globally, as companies do, to avoid race to the bottom scenarios and jurisdiction-shopping that

serve to erode higher standards.

MODERNIZING POLICY FRAMEWORKS

A broad range of policy frameworks in Canada should be
Now is the time to

reconsidered and modernized to adapt to our new economic and
look closely at our

skills-training system social reality. AlImost no area of social and economic policy is off the
and reboot it for the table. This includes thinking about how universal childcare could
digital era.

further support women’s labour market participation or how
broader access to mental health supports and pharmacare will be
Q vital to easing the psychological and financial stresses many
Canadians will increasingly face. Some of the other complex areas
relevant to the future world of work we have quickly found

ourselves immersed in include affordable housing, social assistance,
the education system as a whole, digital access, rejigging intergovernmental fiscal relationships and tax
policy.

For the purposes of this paper, however, the focus of potential policy reinvention will be two-fold: Canada’s
skills-training ecosystem and the employment insurance system. Both were already under stress before the
pandemic, but now more than ever we must rethink supports for unemployed and underemployed
Canadians and the urgency of reskilling Canadians for an increasingly chaotic, digital and precarious world
of work. Some ideas on how to best do so are outlined below.
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Skills Training

Economic orthodoxy in recent years has regarded public infrastructure investment as the best way to
stimulate economic activity: get shovels in the ground and bridges, roads and transit projects underway to
put people to work and build much-needed infrastructure. The significant hit to the service sector in the
COVID-19 economic downturn, however, raises the question of whether investing in “human infrastructure”
might be a better bet to help groups such as women, younger workers and racialized communities get back
on their feet and thrive in an even more competitive and tough labour market.

Many workers kept at home due to work closures or seeing their hours reduced would be able to upgrade
their skills if accessible, relevant training was available. Now is the time to look closely at our skills-training
system and reboot it for the digital era. Canada has historically lagged behind its advanced economy peers

in the area of public investment in skills training and active labour market policies.'®

Employer spending on worker training has also
\ declined in recent decades.”® Most troubling, many
I. of the non-standard, gig workers who are on the
fringes of the labour market are often ineligible for
skills-training programs.

Furthermore, the quality of programs has often been poor. Too often, there’s little to show for government-
funded skills training. Ontario’s Auditor General, for example, found in 2015-16 that fewer than 40% of
Employment Ontario clients were employed full-time after program completion, with only 14% finding more

suitable jobs, jobs in their field or professional occupations.

Investment levels are a choice of magnitude, while eligibility is also relatively simply addressed (though it
comes, of course, with a price tag). The quality of programs and interventions is more complex and

challenging to remedy, and should be the key focus of policymakers.

Reskilling will also help smooth transitions as different sectors (e.g., logistics, warehousing, health care)
experience high levels of demand in the post-pandemic world. It will also enable workers to adjust to what
seems inevitably to be a more digital landscape in almost every sector.

A number of approaches to skills development and retraining from around the globe have either
demonstrated success over the longer term or are showing promising signs of delivering strong results.
Some of these initiatives are led by governments or the private sector, while others are the result of public-
private partnerships. Although their details vary, many of the most successful approaches share some or all

of five key design features that appear to be common characteristics of successful interventions:
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= An emphasis on digital delivery of services and/or digital platforms providing information to

clients and between other key partners;
= A strong focus on outcomes and placing program participants in quality jobs;

=  Well-established evaluation frameworks that provide rigorous evidence of what works and

what doesn’t;
= The flexibility to adapt to the specific circumstances and needs of the clients being served;

= |ntegration with other program and policy interventions designed to enable wrap-around

approaches that focus scarce resources effectively.

Denmark’s national employment system, commonly referred to as the “flexicurity” model,
combines flexibility and security in a highly structured and integrated approach to retraining and

reintegrating citizens into the labour market.”"3 The system comprises three main pillars:

= A flexible labour market system of regulations that permits high degrees of mobility between

jobs (up to 25% of Danes in the private sector switch jobs every year);

= A generous income support system for unemployed Danes (up to two years of benefits at up to

90% income replacement for low-income workers);

= Significant investments in labour market policies aimed at income support, re-employment and
upskilling (more than 3% of GDP in 2017). This compares with 0.78% of GDP spent by Canada.™

Vitally, the system is informed by rigorous evaluation, and municipalities can only deliver proven
successful programs. Led by the Danish Agency for Labour Market and Recruitment (STAR),
researchers are funded to conduct high-quality studies on both domestic and international active

labour market programs, and the results are made broadly available to stakeholders.s

Denmark’s system also deploys financial incentives to focus stakeholders on achieving key
outcomes, by providing municipalities with funding to engage early and proactively with
individuals seeking employment or training opportunities. Additionally, those under age 25 are
specifically targeted and encouraged to enroll in active labour market programs. The system also
relies heavily on technology to provide up-to-date information to municipalities, job seekers and

case workers about current job openings that match a job seeker’s CV.1é
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A long-standing challenge in Canada has been low rates of apprenticeship completion for the
skilled trades, typically in the range of 50%."7 One model that bears watching to improve
completion rates is in the southwestern United States. In 2016, Colorado began to implement a
statewide approach to apprenticeships to address employers’ concerns that they weren’t able to
find qualified candidates for so-called “middle skill” positions."® The state established a Work-
Based Learning Unit within the Department of Labor and Employment to co-ordinate government
efforts around experiential learning, including working with existing apprenticeship programs and

developing partnerships with industry to establish new programs.

One such new program is CareerWise Colorado, a non-profit intermediary organization that works
with industry associations to identify key in-demand skills in career areas such as advanced
manufacturing, hospitality and financial services. Under this program, three-year paid internships,
which begin in high school, have been created for 10 different training plans. These plans, which
pay participants $30,000 for the duration of the apprenticeship, provide students with up to a
year of college credits and industry certifications. The apprenticeships are also designed to impart
specific competencies to students that are aligned with their training pathway and identified as
priorities by business groups. The goal is to have 20,000 students complete the program by
2027_119,120

Colorado’s approach is modelled after the long-standing commitment to apprenticeships found in
Switzerland, where 70% of high school graduates participate in apprenticeships and much of a
student’s week involves experiential learning in addition to traditional classroom work.'2' Roughly
30% of Swiss companies participate in the country’s apprenticeship system, which provides
students with nationally recognized portable qualifications in 240 occupations ranging from
traditional trades to banking and health care.'?22 Switzerland’s system underwent a major
transformation in 2004 to focus on competency- and project-based learning, including “soft” skills

particular to each industry.

The system was developed based on extensive feedback from across sectors—industry,
government and education—and builds on vocational training legislation and initiatives dating
back to the 1930s.123 Switzerland’s youth unemployment rate is one of the lowest in the world—just

7.9% in 2018—while its overall unemployment rate is also historically one of the world’s lowest. 124
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Initiatives to watch

A range of other programs are also worth tracking as they evolve and mature, including:

=  ManpowerGroup has joined forces with the IT firm Experis in India to develop a 40-day “boot
camp” for in-demand computer coding and database skills. In 2017, the program saw a 97%

placement rate for 1,500 graduates, including more than 700 women.'?®

= Singapore’s highly-touted SkillsFuture initiative empowers individuals to embark on a lifelong-
learning journey through training credits, robust information about promising career pathways

and integrated and adaptive training and educational supports.'?®

= Catalyte, a U.S. firm that uses artificial intelligence to identify people with the potential to
become software developers, provides guaranteed jobs to those who graduate from its training
and apprenticeship program. More than 1,000 graduates from non-traditional backgrounds
have landed positions through the program.'?’

=  Amazon plans to retrain one-third of its U.S.-based employees, about 100,000 people. The aim
is to help workers “move into highly skilled technical and non-technical roles” within Amazon
“or pursue career paths outside of Amazon.”'?® The initiative will expand targeted in-house
training programs designed to help employees move into more highly skilled roles in areas of
projected need within Amazon. It will also provide tuition credits for low-skilled fulfillment
centre workers to access education at traditional post-secondary institutions.'?®

Taken together, these initiatives demonstrate the value of employer-led programs and partnerships with
multi-stakeholder coalitions, digitally delivered solutions, outcomes-based approaches with rigorous
evaluations, and flexible services adapted to clients’ unique circumstances. These characteristics ought to be
at the heart of any options considered as governments, industry and other partners evaluate the skills-

training and upskilling approaches that will be most effective in a post-pandemic future.

Employment Insurance

Much has been written about the shortfalls of the employment insurance system in Canada. Too
bureaucratic, unnecessarily tight eligibility criteria, regional disparities and insufficient benefit levels and
duration are the most common criticisms.’°

With roughly 40% of unemployed Canadians being eligible for the program, the question arises: who’s being
insured and who isn’t? Increasingly, the answer to the latter question is recent immigrants, gig workers,
young people and women, who are overrepresented in temporary and part-time work. They are thus less
likely to meet minimum thresholds for eligibility and, even if they do, qualify for a shorter period of

benefits.” Only 17% of self-employed workers and 20% of part-time workers receive EI.™*2 If non-standard
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work increases in the years ahead, the gaping holes in El coverage that have been present for decades will
only become more evident.

The rapid introduction and deployment of the Canada Emergency
Response Benefit, largely driven by the shortfalls of the El system,
have further highlighted the need for El reform.

A range of possible fixes exist for El, from simple and quick to a complete overhaul that would need to be
considered alongside reforms to other income supports such as the Canada Workers Benefit, Canada Child
Benefit and provincial social assistance reforms.

Setting aside reforms to El special benefits (e.g., maternity, parental, adoption, sick and compassionate care
leave), some key approaches should inform a modernization of the regular unemployment benefits stream
of the El program. These include:

= Adopt a nationally consistent entrance requirement (with a lower hour threshold), duration
period for benefits and benefit formula;

= Separate eligibility for skills-training programs from El eligibility, and move toward tying the
duration of benefits to enrollment in skills-training programs;

= |ncrease access to income supports for non-standard workers, either through expanding the El
program or introducing a temporary unemployment assistance program designed for such
workers.'®3

A broader issue that merits consideration is rethinking the nature of El as a contributory insurance program
funded primarily through worker and employer contributions.™ If the scope of the program is expanded to
include self-employed and gig workers who don’t pay into the program, it may make sense for the federal
government to return to the pre-1990 approach and co-fund the program. A co-equal federal partner at the
table could reduce premiums for employers and employees, while also broadening the base of eligible
workers.

Adopting a more inclusive approach to income
supports for unemployed workers—modelled along
Denmark’s flexicurity system, with accompanying
investments in skills training—is perhaps the best
approach Canada could take in the coming years.

This would ensure Canadians don’t fall through the cracks of our social architecture, while also positioning

them to thrive in the new economy.
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This will require high levels of investment and rigorous focus on evaluating the outcomes of skills-training
and re-employment initiatives. It will also demand a commitment to partnering with the private sector and
post-secondary institutions to ensure training and supports lead toward meaningful, quality employment
opportunities.
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The depth and breadth of the challenges facing policymakers in the

Hitting the mark with midst of the COVID-19 pandemic is unprecedented. Almost every
policy renewal will

generate inclusive
opportunities for have been laid off or had their hours reduced, and there is massive

sector of the economy is in a state of turmoil, millions of workers

those who need them uncertainty around when, or if, life might return to some sense of
the most and propel

Canada into the future
as a more united and steering in the same direction and hope things will be alright once
prosperous nation.

normalcy. Against this backdrop, it would be easy to keep the ship

the storm passes.

However, Canada’s social architecture already had gaping holes

before the pandemic that were leaving too many behind. Coming out
of this crisis without addressing those gaps, some of which will be bigger still as a result of the pandemic,
would be a massive missed opportunity. We can press the reset button on how we formulate public policy
frameworks and deliver public services and El and skills-training programs, and reshape markets to be fairer

and more inclusive.

Doing so will require deep commitment and focus, not to mention close partnerships with a range of
stakeholders and a willingness to abandon past practices and embrace new, emerging models in the spheres
of policy and administration. Hitting the mark with policy renewal will generate inclusive opportunities for
those who need them the most and propel Canada into the future as a more united and prosperous nation.
Failing to do so will leave us with a more fractured and unequal society. When faced with those possible
outcomes, there is really only one clear choice for how to proceed.
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