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Re: AN OUNCE OF LAYOFF PREVENTION IS WORTH A POUND OF INCOME-SUPPORT CURE

Rapid substantial support for jobs is a critical missing piece of the federal government’s response to the COVID-19 crisis.

Across the economy, businesses and not-for-profits are losing revenue and laying off workers. The chain reaction is a major reason that a deep recession and
double-digit unemployment are anticipated.

A subsidy for workers still on the job would complement the Canada Emergency Response Benefit (CERB). At a minimum, Ottawa could deliver
Employment Insurance (EI)-sized benefits through employers. Or it could go bigger — up to 75 percent, say, as Ireland has done.

As a practical matter, “reversing the flow” of EI remittances through employers will take time. So the federal government should bridge the gap through
government-backed lines of credit (GBLOC:s). An employer could access credit equal to the wage subsidy from a bank or credit union. Lenders would be able to
establish GBLOC:S within days.

Yesterday, the C.D. Howe Institute’s Crisis Working Group on Business Continuity and Trade endorsed both wage subsidies and a “bridge” of GBLOC:s.
Here’s why:
1. Under Ottawa’s current plan, CERB applications will start April 6 and money would flow 10 days later. GBLOC-supported wage subsidies will be far
faster. Employers already have financial relationships with the institutions that would extend credit.

2. El-sized wage subsidies will reduce demand for both EI and the CERB. EI provides weekly benefits of 55 percent of wages up to a $54,200. Equivalent
support to a firm that otherwise would lay a worker off costs the same. Support at the 55-percent level would cost about $4.5 billion a week Support at
75 percent would cost about $6.3 billion a week. If 4 million individuals receive CERB (as anticipated) at $2,000/month, the cost would be $2 billion a
week. Maintaining wages will stem the requirement for workers to seek the CERB, reducing the cost of that program.

3. The wage subsidy can use up-to-date information. Employers collect and remit contributions weekly or biweekly. The CERB will rely on income-tax
filings, mostly from 2018, to send cheques. Much of that information will be out of date. Fewer layoffs will also reduce administrative strain on CERB
applications.

4. Wage subsidies are targetable. They could be limited to

businesses and not-for-profits that experience a sizeable drop in

revenue (Ireland’s wage subsidy specifies a 25-percent revenue decline)
and require a commitment that the employer limit or avoid layoffs.
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survey indicated that half are contemplating layoffs.

A Better Way: CERB plus Preemptive Wage Subsidy

CERB + Wage Subsidy + Line of Credit
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* Application for CERB will open on April 6, with earliest payment on April 13.
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