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the tools different sectors need to be 
a vibrant part of a modern economy.

•	 Puts long-term needs ahead of short-
term considerations.
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IF TRENDS CONTINuE,the workforce of 
tomorrow will be divided into two distinct and 
impermeable groups: one rich, doing better 
over time, enjoying the fruits of increased 
economic productivity and technological 
advancement; the other group, left behind 
with precarious work, low income and 
wealth, stuck there, without sharing in the 
benefits.1 In fact, the second group will be 
worse off despite continued economic growth.  
What can be done to create a better future, 
especially for the growing number of people 
who will be left behind?

It is argued here that the disproportionate 
power of neoliberal thought, actors and 
institutions are largely at fault for this 
growing inequality.2 Restoring the power 
of labour, as well as increasing the power 
of other groups in civil society, is necessary 
to create a counterbalance to neoliberal 
influence, thereby producing better policy 
for an improved economy and reduced 
inequality.  

The core recommendation is that Canada 
develops a modern industrial strategy. 
Such a strategy should be developed by the 
federal government in full consultation and 
support of major stakeholders including 
provincial governments, labour, business, 
environmental organizations, academic 

1  this paper primarily uses the language of inequality. It is also meant to 
capture the proliferation of precarious work. Precarious work is unstable 
employment with low wages and little or no benefits. It is the problematic side 
of growing inequality. 

2  neoliberalism is an economic paradigm/theory/ideology associated with 
advocacy of the laisser-faire economy. It focuses on minimizing government 
intervention and maximizing market-based instruments to improve the 
economy, such as deregulation, privatization, free trade, lower tax for 
investment and austerity. though people who call themselves neoliberal may 
vary considerably in their opinions, here “neoliberalism” is used to capture the 
pure expression of the paradigm.
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institutions and other actors from civil society. This industrial strategy 
must also be dynamic and based on regular and ongoing dialogue 
between the major stakeholders. It should be based on the following 
five principles:

[ 1 ]

Government Role 

Recognizes governments have an essential coordinating and  
enabling role to play in the economy.

[ 2 ]

True Partnership

Is a true partnership involving government, labour, business, 
community, academic institutions and other stakeholders. 

[ 3 ]

Reduced Inequality

Creates well-paying quality jobs. Puts people and nature  
at the heart of the economy.

[ 4 ]

Whole Economy

Puts long-term needs ahead of short-term considerations.

[ 5 ]

Green Future

Goes beyond the debate between “high tech” and “smokestack” 
industries. Provides tools sectors need to be part of a modern economy.
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This paper is organized as follows: 

First, the negative effects of inequality on people and economic 
development are outlined. 

That is followed by a description of the trends towards greater 
inequality across the Organisation of Economic Co-operation 
and Development (OECD) countries3 and a comparison between 
different types of capitalism within those countries. 

The causes of growing inequality are then considered and 
recommendations offered on how to reduce it. 

Specific considerations are then taken into account. These topics 
include public ownership, education and training, innovation and 
the environment. 

The final section of this paper considers long-term outlooks and offers 
recommendations on how to prepare for likely futures. 

This paper concludes that Canada can best reduce and manage the 
effects of inequality if it adopts institutions and policies that more 
closely resemble those of Coordinated Market Economies (CMEs),4 and 
that a modern industrial strategy is required to plan and guide the 
Canadian economy. With a long-term plan and strong labour to back 
it up, Canada’s economy will create good jobs and a better future that 
we can all share in.

3  US, UK, Canada, Mexico, Australia, new Zealand, Japan, South Korea, Chile, Israel and economically developed 
europe. “oeCd” is used synonymously with Western or developed countries. It is also an organization which produces 
good comparative statistical data used heavily here. 

4  the terms Liberal Market economy (LMe) and Coordinated Market economy (CMe) as types of capitalist economies 
will be defined later in this paper.
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The Problem 
 
Inequality is Bad for People and 
Economic Development

INEquALITy is harmful to people and 
economic development. On the individual 
level, it is surprising just how much harm 
inequality can cause. Organizations 
concerned with economic development such 
as the OECD and International Monetary 
Fund (IMF) have also found that inequality 
stunts economic growth. The scope of these 
problems, particularly on people facing the 
wrong end of inequality, is shocking.

The Effects of Inequality on People

Inequality is surprisingly bad for people’s 
health. Research in psychology has shown 
that people often react to the pressures of 
inequality in detrimental ways. When people 
experience the wrong end of inequality (often 
generating lower self-esteem), especially 
when social mobility5 is difficult, they will 
most likely react in detrimental ways. For 
example, low self-esteem is associated with 
increased anxiety and depression (Sowislo 
& Orth, 2013). It is also associated with 
increased antisocial behavior (Donnellan, 
Trzesniewski, Richard, Moffitt, & Caspi, 
2005)6. These findings are not limited to 
individual behavior studies. They are so 

5  Social mobility refers to people’s capacity to change their socio-economic 
class. In the context of increasing social mobility, we are most interested in 
people’s opportunity to increase from lower to middle or middle to upper 
class. 

6  Much of this research is based on manipulating self-esteem. the problems 
of low self-esteem are also found in research specifically focused on financial 
inequality. For a review refer to Batty and Flint 2010.
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robust that they can be seen in national and state level statistics.

Offering the most extensive study of its kind, Wilkinson and Pickett 
(2010) find an even more expansive set of problems associated with 
inequality in the united States (uS). They find higher income inequality 
is correlated with greater obesity, mental health burdens, violence, 
illegal drug use, teenage births and mortality; lower scores on measures 
of physical health and reduced life expectancy, educational attainment 
and social connections. These problems are created by inequality and 
exist on top of the separate effects of poverty. They are also not limited 
to the study of the uS; Wilkinson and Pickett find these trends when 
comparing the differences in inequality between countries too. 

The negative effects of inequality can also be found in Canada. A 
2013 Statistics Canada report found that income inequality was killing 
people (Tjepkema, Wilkins, & Long, 2013). The report finds that these 
deaths were driven by higher probabilities of dying from heart attack, 
cancers, diabetes, HIV and respiratory disease, to name a few. In terms of 
mental health, suicide, intentional injuries and alcohol-related deaths 
were also significantly higher amongst the lowest quintile. In fact, if 
all Canadians were as healthy as the top 20%, then there would be 
40,000 fewer premature deaths per year. To put this in perspective, the 
Statistics Canada report indicates that this is equivalent to the number 
of people who die from ischaemic heart disease, the leading cause of 
death in the Western world. Inequality in Canada must be understood 
in terms of its scope. Inequality is a leading killer of Canadians.

Inequality does not only ruin lives, it is also a trap. Lower income makes 
it harder to get ahead. Within a country, lower income and being born to 
parents with lower income reduces the likelihood of higher educational 
attainment and achievement. The OECD (2015a) also finds that the 
greater the income inequality within a country, the less social mobility 
actually exists there. Nordic countries such as Denmark, Finland and 
Sweden have both the lowest inequality and the highest social mobility 
(0.8 to 0.85)7. Countries with high inequality such as the uS and the uK 
have the lowest social mobility (0.5 and 0.55 respectively). Ironically, 
achieving the American dream is least likely in countries most like the 
uS. 

7  Social mobility is measured on a 0 to 1 scale where 1 is the highest mobility. the appendix also contains measures of 
country type (LMe/CMe), inequality, poverty and union density.



14

Canada, on the other hand, is something of an outlier. It has moderately 
high inequality, but also has social mobility comparable to Sweden. A 
potential explanation is the boom of the commodity sector. People with 
parents from the lower end of the educational and economic spectrum 
(think skilled and unskilled workers) today make much more than 
their parents did for similar jobs because the wages for those jobs in 
places like Alberta have skyrocketed. If Canada did not have this type 
of advantage, its social mobility would likely fall to average, from 0.8 
to 0.65.

Despite decent social mobility in Canada, there is reason to believe that 
it will decrease with time. To see what may lie ahead for Canada, it is 
useful to consider the uS which has more quickly gone down the road 
of inequality. Hacker and Pierson (2010) find that intergenerational 
mobility (becoming a higher social class than your parents) has 
decreased as has individual lifetime mobility (becoming a higher class 
than you were). Over half of the earnings advantage of fathers is passed 
on to sons. In Canada, it is still less than a fifth. The importance of 
inheritance is greater in the uS, but Canada left on its current trajectory 
is following suit.

Inequality Actually Stunts Economic Development

If inequality is so bad for people, then why was it allowed to proliferate? 
To spur economic growth after the stagflation of the 1970s, it was 
believed that inequality-fostering institutions and policies should be 
created.8 Okun (1975) believed that it was necessary to motivate hard 
work and investment. By extension, more inequality could only equal 
more of both. Kuznets (1955) suggested that inequality went through 
a historic cycle that ended with economic growth and more equality.  
Kuznets, however, was the first to say that his theory was based on weak 
evidence and further empirical study refuted his theory (Deininger & 
Squire, 1998). 

Since the Great Recession there has been a renewed focus on inequality, 
and researchers have begun to question the neoliberal view. Academic 
research and that of organizations such as the IMF and the OECD have 

8  described in greater detail in a later section.
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empirically tested the relationship between inequality and economic 
development. The results demonstrate that inequality is in fact stunting 
economic development.

For example, Berg, Ostrey and Zettelmeyer (2012) find that in the long-
term, equality appears to be an important component of stable economic 
growth in developing countries. Equality is particularly important for 
sustaining economic growth spurts, which is very important to long-
term economic development. This builds on the work of Berg and Ostry 
(2011) that found the relationship robust in the face of other possible 
explanations including political institutions, trade openness, exchange 
rate competitiveness, external debt and foreign direct investment. This 
line of research has expanded and extends to developed countries. The 
OECD (2015a) finds that within developed countries, inequality reduces 
economic growth. Between 1990 and 2010 inequality reduced GDP by 
an average of 4.7% across OECD countries.

unfortunately, on the economic advice of those who subscribe to 
neoliberal theory, we now enjoy slower economic growth with roller 
coaster rides of economic boom and bust. Now, through economic 
boom, most people get left behind; through the bust they lose their jobs. 
The only predictable element of the economy is that through boom the 
rich get richer and through bust the rich get richer.  As alluded to in the 
previous section, inequality is getting worse.

Inequality Is Bad and Getting Worse

INEquALITy is bad in Canada and getting worse. National statistics 
often hide just how bad it has gotten because there are a few factors 
which have helped to offset or mask the true nature of inequality change 
in this country. To understand how bad it will get, a few statistics from 
the uS will also be considered.

Inequality Is Bad in Canada, but Masked by a Few Factors

Canada has not as fully embraced neoliberalism as the uS, but its 
economy is still motivated by neoliberal principles. As a result, the story 
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in Canada is much the same, but a couple of steps behind. Stats Canada 
finds that the average market income (income not including capital 
gains and government transfers) for the highest quintile of families 
increased by 28.9% from 1976 to 2010. The lowest quintile actually 
dropped by 22.5% from 1976 to 2010. Lemieux and Riddell (2016) 
report that growth in market income for the bottom 90% increased by 
2% from 1982 to 2010. In the same time period, the top 10% enjoyed 
an average increase of 75%, though this figure is driven largely by the 
massive increases experienced by the top 1%, 0.1% and 0.01%. What is 
clear from these findings is that some people at the top are doing better, 
but those at the very top are doing much better. As for everyone else, 
they are getting left behind or even falling behind. 

When considering national-level Canadian data, it is important to note 
that certain factors may be hiding the scope of inequality. Inequality is 
somewhat masked in nationwide data by the economic boom driven by 
the commodity sector in Western Canada.9 Oil and gas extraction and 
processing, in particular, drive up wages in those sectors in provinces 
with considerable natural resource endowments. There is also a knock-
on effect whereby other potentially low-income occupations experience 
pay increases as employers try to attract employees looking for higher 
paying jobs. The bifurcation of employment10 caused by neoliberal 
economic policy is, therefore, masked or postponed until those resources 
are extracted. A look at Ontario offers insight into future work and 
inequality without the mask of the resource sector.

The Canadian Centre for Policy Alternatives (CCPA) found that average 
family wages in Ontario were largely stagnant between 2000 and 2013 
(Block, 2017). The Centre also found inequality was worsening. The 
findings support the common narrative that manufacturing in Ontario 
is shrinking at the hands of automation and neoliberal globalization, 
whereby good manufacturing jobs are being replaced by precarious 
service sector jobs which pay much less. These trends are also found 
in British Columbia where low-paying precarious jobs are growing 
much more quickly than permanent ones (Longhurst, 2014). In both 
provinces, as is the case elsewhere, marginalized groups (e.g., women, 
new immigrants, youth, low-educated) face the brunt of precarious work.

9  Commodity economies are unstable because they are based on volatile commodity prices. 

10  Well-paying middle-class jobs being replaced by a mix of high-paying and precarious work.
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A second factor masking growing Canadian inequality is that women’s 
participation in the workforce has been growing substantially. Women 
not only make up a growing part of the workforce but also represent 
a growing demographic of unionized workers. As such, though pink-
collar jobs are largely underpaid, growing union rates amongst women 
help to improve their incomes. The OECD finds that the entrance of 
more women into the workforce is one of the strongest factors mitigating 
further inequality across OECD countries (2015).

The third factor masking or temporarily compensating growing 
inequality is lower income families taking other measures to try to 
avoid falling behind. unfortunately, these measures do not include 
improved negotiated wages or better jobs produced by a supposedly 
improving economy. Hacker and Pierson (2010) find that in the uS the 
bottom quintiles have largely generated improvements by working 
more hours. Related to the previous factor, this has been driven largely 
by more women entering the workforce. But increasing household 
earnings can only go so far as there are a limited number of adults 
that can go to work. Those on the bottom end of inequality must, 
therefore, increasingly rely on debt and home refinancing to stay 
afloat. Not surprisingly, household debt is growing across the OECD. 
After maximizing working hours and debt accumulation, there are no 
options left to stay afloat; things must get worse.

When these factors have run their course, Canada will become even 
more like the uS where inequality is much worse. Income growth in the 
uS has largely been experienced by the top 1%, but notable growth has 
also included gains by the top 10–20% as well. As for everybody else, 
the growth has ranged from 11% for the bottom quintile to 32% for the 
4th quintile from 1979 to 2005 (Hacker & Pierson, 2010). This is not very 
much growth considering real uS GDP is now about four times larger 
than in 1970.

Inequality Is Not Just About Income; Jobs Are Getting Worse 

Inequality is not only measured in income. Work—and by extension 
life—has become more precarious. Terms such as the ‘gig economy’ and 
‘precarious work’ or ‘non-standard’ work have developed to describe 
the relatively recent development of new working conditions. In the 



18

long run, precarious work is likely to become even more problematic as 
more people are forced into these types of jobs.

Across the OECD, non-standard or precarious work has been increasing 
and standard work decreasing. In particular, part-time jobs are on the 
rise at the expense of full-time. These jobs typically do not come with 
much security. For Canada, most of this increase occurred in the 1980s 
and 1990s but has since normalized at record highs. Temporary work 
increased significantly, reaching over 11% of the job market in 2014 
(Lewchuck, Lafleche, Procyk, Cook, Dyson, Goldring, Lior, Meisner, 
Shields, Tambureno, & Viducis, 2015). 

With less job security, there is higher turnover. Further, these jobs 
lack the benefits such as retirement plans and health coverage that 
those in the middle class and above enjoy. People in precarious 
jobs are far more likely to live in poverty, have a lot of income 
uncertainty, lack benefits and face considerably more anxiety and 
depression. They are also less able to invest and lack benefits of 
standard employment (OECD, 2015). 

How much work is precarious is hard to measure and is the subject of 
considerable debate. Depending on how it is measured, the level of 
precarious work can range from under 10% of all work across the country 
to nearly 50% in Ontario. This is consistent with the levels of Canadian 
standard labour being higher than the OECD average of 70.3% in 2013. 
However, others have found that over 40% or even 50% of work in major 
cities like Toronto is precarious. Not only are current levels of precarious 
work alarming, but they are increasing across the OECD.

In support of the argument that precarious work is growing, earnings 
measured between 2000 and 2002 and again between 2013 and 2015 
showed a decline in real income for families with children in the lower-
earning 40% of the population. However, incomes increased for the rest 
during this period, and larger increases were associated with higher 
deciles. This pattern was true for real family income growth as well 
(Block, 2017).

These effects have also been harder on the younger generation attempting 
to enter the workforce. With declining wages for certain sectors, there has 
been an increase in young adults living with their parents. In the uS, 10% 
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of women and 19% of men aged 25 to 34 live with their parents (Stiglitz, 
2012). This is not the path to a better life.

To this point, inequality has largely been discussed with a focus on the 
lower end of the pay spectrum. The growth of precarious work is not 
only driven by a hollowing out of the middle class into the lower, but 
also by an increase in precarious middle and upper pay work. Though 
the middle and upper pay precarious workers do not face as severe a 
crisis as their counterparts on the lower end of the pay scale, there is 
considerably less attention paid to them. Presumably, the precariousness 
of their work affects them in much the same way. 

In the long run, the effects of precarious work are extremely concerning. 
Across the developed world it is largely young people who face this type 
of work. Further, these jobs are less likely to lead to better work as they did 
in the past. Instead, people get stuck. In a couple of decades, precarious 
work might become synonymous with work. This is a problem that 
cannot be ignored.

Inequality by Country Type

THE GROWTH of inequality is entrenched in the institutional design of 
economies like the uS and Canada. That being said, it does not have 
to be. There are different types of economies in the developed world, 
and some offer better protections against the growth of inequality than 
others. The Varieties of Capitalism (VoC) literature offers useful insights 
into how Canada can improve. Following, we describe types of capitalism 
and provide comparisons demonstrating that countries like Germany 
and Sweden offer insights on ways to reduce inequality in Canada.  

Varieties of Capitalism

The VoC literature posits two types of capitalist economies: Coordinated 
Market Economies (CMEs) and Liberal Market Economies (LMEs).11 

11  typologies are generally debated, which is certainly the case for the LMe/CMe dichotomy. It is argued that there are 
subtypes, different classifications altogether, or considerable variation within the types. For the purposes of this paper, the 
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CMEs have less inequality than LMEs, and some of their institutions 
can be integrated into countries like Canada to strengthen actors who 
fight inequality. 

The LME is consistent with neoliberal-motivated organizational 
structures. Hall and Soskice (2001) posit that in LMEs, firms rely on 
financial markets for capital and are thus driven by short-term profit 
motives. Labour relations are driven by market mechanisms with low 
levels of job protection resulting in split wage structures between high-
paid, high-skilled workers and low-paid, low-skilled workers.  The state 
plays a very limited role in these relationships by attempting to create 
a regulatory environment that favours companies’ decision-making 
power while attempting to minimize that of labour (King & Wood, 1999). 
The uS is the prototypical case which most fully subscribes to the LME 
model,12 but the united Kingdom and Canada are also considered LMEs.  

The CME, on the other hand, is more corporatist in that government, 
labour and business have closer and more interconnected roles. “Here, 
firms tend to be less exposed to financial market pressures because of 
the more long-term investment view of providers of finance and of the 
higher concentration of share ownership through strategic investors, 
which also helps protect against takeover.” (Schmidt, 2016, p.4) Labour 
relations are longer-term and more trust-based with a stakeholder 
approach to corporate governance rather than a shareholder approach. 
Employees tend to be higher skilled and higher paid with longer-term 
employment (Hall & Soskice, 2001).  The state plays a collaborative 
role in inter-firm and labour market relations. Germany, Sweden and 
Japan are often classified as CMEs, Germany being the prototypical 
case.13  

The significance of this distinction becomes clear when considering 
inequality and the economic performance of both country types.

CMe/LMe distinction is useful. LMes rely much more heavily on neoliberalism for the base of the economic structure than 
CMes do, allowing for useful comparison. 

12  the US is therefore a good indicator of where Canada might be in terms of inequality if it continues to follow suit. 
today’s statistics from the US are useful predictors of Canada’s potential future.

13  Likewise, Germany is a good example of what Canada might experience if it adopts more CMe institutions and policies. 
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CMEs Outperform LMEs in Job Protection, Redistribution and 
Social Mobility

The mechanisms through which CMEs manage inequality are obvious. 
By definition, they are characterized by longer employment with higher 
wages. The long-term cooperative nature of government, labour and 
firm leadership was even found to protect equality through the Great 
Recession. 

In 2008, Germany’s GDP shrank by 5%. Hardest hit were its export-
dependent firms. It was expected that Germany’s unemployment would 
increase by 1.4 million. However, from 2008–2010 there was actually 
a slight increase in employment. Better still, that was not the result of 
increases in part-time minimum wage jobs, but instead, German firms 
adopted a long-term strategy to protect their human capital. 

Herzog-Stein and Zapf (2014) find that Germany’s business structures 
were responsible for its job miracle throughout the Great Recession. 
German firms’ management and organized labour were able to 
negotiate flexible arrangements that saw employees through lower 
production and provided guarantees that their hours would return when 
production increased. This was made possible by the long-term CME 
business structures which facilitate mutually beneficial cooperation 
and trust between management and labour. This protection of good 
jobs through the Recession was known as the German job miracle. 

CMEs also tend to have more effective tax and redistribution systems, 
as measured by Gini coefficients before tax and those after tax and 
redistribution.14 The average difference between the two sets of 
coefficients is greater for these countries at 0.18, whereas LMEs stand at 
0.15.15 The CME difference becomes larger when some known outliers 
(Japan and Ireland) are removed. 

As for the capacity for people to achieve an improved financial situation, 
it turns out CMEs score better than LMEs as well. CMEs tend to have 
considerably greater social mobility than LMEs, though again there are 

14  the Gini coefficient is a measure from 0 to 1 whereby 0 is complete equality and 1 is a single person owning all the 
income or wealth.

15  See Appendix.
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exceptions. The average CME has a social mobility of 0.78, whereas 
the average LME stands at 0.66. This is one of the greatest differences 
between these two groups. Even if inequality is also growing within 
CMEs, at least there is greater capacity to escape poverty than in LMEs.  

One of the limitations to the CME model is that many of the benefits 
are limited to people who work within companies which have CME 
structures. Though not definitive of CMEs, it is characteristic that they 
have better redistribution policies as well. Combined, this accounts for 
their greater social mobility and lesser inequality. unfortunately, CMEs 
have also been experiencing growth in precarious work and inequality 
as a result of relaxing their redistribution systems. 

There are two lessons that can be drawn from this comparison. First, 
Canada should adopt CME structures where possible and complement 
them with a strong set of redistribution policies and a strong public 
service. Second, to avoid the mistakes of current CMEs, institutions and 
policies should be developed which strengthen Canada’s commitment 
to fighting inequality. 

Moving Forward

The first step to moving forward is to gain an understanding of how well 
Canada’s policies and institutions mitigate inequality. Canada fares 
better than other LMEs in terms of social mobility and Gini coefficient 
(inequality), but not as well as the average CME.16 Canada’s poverty 
rate is roughly average for LMEs and of course higher than the average 
CME.17 There is obviously room for improvement. 

Countries challenge these problems by offering public services which 
reduce inequality and poverty, but there is a problem in Canada. 
Canada’s Tax and transfers account for a 0.117 decrease (improvement) 
in Gini coefficient, which can be understood as a decrease in inequality. 
That is a significantly lower improvement than the average decrease for 
CMEs (0.178) or LMEs (0.149). The reason for Canada’s shortcoming in 
this regard is not known. A likely culprit is that Canada’s public services 

16  See Appendix.

17  See Appendix.
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are enjoyed across the entire income spectrum (eg. education and health 
care), but do not adequately tackle low wages or unemployment. As 
a result, the lower end of the income distribution is not adequately 
elevated through employment income or unemployment benefits. 
Canada’s higher than OECD average for poverty and child poverty 
rates are consistent with this concern.18

Part of the reason why it is difficult to understand Canada’s problem 
with ineffectively responding to inequality is that federal and 
provincial governments do not adequately assess policies for their 
effects on inequality. Better information is required to make better 
policy in the future. Specifically, governments must analyze existing 
and new policies in terms of their effects on inequality. In so doing, a 
better understanding of the causes of inequality can be established and 
potential solutions generated.

Recommendation 1 

Federal and provincial governments should develop policy instruments 
that assess budgets and policies to ensure that they do not increase 
income inequality or diminish access to public services.19 These 
assessments should cover all new policy to prevent further growth 
in inequality and existing policy to find better ways of managing 
current causes.

Despite the need for more specific information on policy choices, 
many of the causes of inequality are well known. Two complementary 
approaches to tackling these problems are required. First, Canada 
must avoid repeating the mistakes of its past and build on its 
successes. Relying on neoliberal prescriptions for policy and service 
delivery has proven to be ineffective. Canada has benefited instead 
from its divergences from neoliberalism. Generally speaking 
Canada must double down on its investment in public services and 

18  See Appendix.

19  the national Union of Public and General employees (nUPGe)’s Fairness test may act as the basis, but at minimum, 
motivate the development of such policy instruments.



24

strengthen its systems of tax and redistribution. 

Second, Canada must build a set of institutions that will entrench 
better economic reasoning, based on evidence and diverse stakeholder 
inputs, rather than neoliberal ideology. For these institutions to have 
real power, they will need to be backed by powerful actors. History 
has demonstrated that labour is the most effective agent in the fight 
against inequality. Labour must be empowered to ensure a long-term 
commitment to fight inequality. 

Specific recommendations, in terms of major institutional, political and 
policy changes are now considered. They are organized by the major 
causes of inequality and later based on responses to issues that merit 
specific consideration. As a result, some will be motivated by CMEs 
whereas others are simply better policies than currently exist.20 

20  Recommendations motivated by CMe institutional design will be discussed as such in the text.
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The Causes

THE GROWTH of inequality witnessed over 
the past four decades did not simply happen. 
Choices were made by politicians and business 
leaders that created it. They were able to do so 
because the relative balance of power shifted 
to actors who wanted more inequality while 
those who wanted less inequality weakened. 
This was coupled with a change in dominant 
ideology from one which favours equality to 
one which favours inequality. A very brief 
overview follows.

The post-World War II era in both North 
America and Europe, lasting from roughly 
1945 to the mid-1970s, was a time of 
unprecedented economic growth. It was 
also a time of a rapidly declining inequality. 
Terms such as the Golden Era or Great 
Compression are typically used to describe 
this time.21 Krugman (2007) outlines what 
caused this miraculous combination of 
economic growth and reduced inequality. 
The causes include strong progressive taxes 
which directly reduced inequality and strong 
unions who were able to motivate political 
parties to create and continue with such 
policies. Further, this was a time where 
the predominant economic theory was 
Keynesianism which favoured governments 
that actively guided the economy, state-
directed enterprise, full employment, strong 
social programs, and regulated capital and 
currency flow. These factors all intermixed to 
create this Golden Age.

21  the Great Compression refers to a time in American history, but also 
describes other oeCd countries in that time, where inequality shrank 
considerably as economies grew at record speed. the Great divergence refers 
to the time after the Great Compression where inequality grew considerably, 
but economies grew more slowly. 
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During this time there was also variation in the development of 
capitalism. Many continental European countries went even further 
to ensure that society’s needs were met. The “European Model” was 
a blend of social security and collective bargaining institutions that 
together produced economic growth and enhanced equality. Vaughan-
Whitehead (2003) notes that social activism, social dialogue, collective 
bargaining and civil society’s involvement in the policy-making process 
were critical to the success of the European Model. This inclusive 
stakeholder driven economic practice led to European countries 
enjoying similar levels of economic growth as their North American 
counterparts, but with even less inequality.

This world of unprecedented economic growth coupled with low 
inequality came to an end with the economic crisis of the 1970s. The 
neoliberal turn of the 1980s saw a return to economic growth, but a 
shocking and continued increase in inequality known as the Great 
Divergence. Neoliberalism quickly became the consensus amongst 
economists and caught the attention of politicians across the political 
spectrum. Neoliberalism prioritizes market-oriented and market-
disciplinary responses to economic problems to the exclusion of 
other considerations (Peck, Theodore, & Brenner, 2012). Government 
guidance in the economy, full employment and actors such as labour or 
other civil society groups are rejected as the antithesis of development. 
It is in this context which inequality has proliferated. 

A more detailed examination of these causes follows to motivate 
the changes necessary to enhance economic growth and reduce 
inequality. These causes do not stand in isolation, they are heavily 
interlinked. Consequently, the successful implementation of any of 
the recommendations to come increases the chance of obtaining the 
others. This is particularly true of empowering labour.  

Maximizing Return for the  
Investor or the Executive, but Nobody Else  

Since the neoliberal turn of the 1980s, the role of business to maximize 
return to the investor has replaced a broader view that business had to 
benefit multiple stakeholders. Owners, executives, and managers have 
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dramatically changed the way business works in order to accomplish 
that. Business has become more active at extracting rents (money 
gained beyond what is earned through competition in the marketplace, 
often at the expense of the economy) from government, avoiding 
responsibility to workers and society, and even turning on itself. What 
follows is a number of problems generated by this shareholder rather 
than stakeholder approach to business.

Stiglitz (2012) argues that deregulation designed to maximize market 
power actually creates inefficiency, promoting the interests of the rich 
at the expense of everyone else. He argues that neoliberalism is not 
really about maximizing business profit to improve the economy and 
thus raise everybody’s well-being. Rather it is about the extraction of 
rents by the rich. Specifically, these rents are gained by weakening 
or removing regulations, increasing or creating subsidies for the 
rich, developing tax loopholes, creating and protecting monopolies, 
expanding privatization and eliminating government redistribution 
programs. They even use their growing economic clout to weaken the 
regulatory institutions that would curtail them. What it boils down to 
is that large corporations and the very rich demand more and more 
from society and give back less or they threaten to take their business 
elsewhere.

Weil (2014) adds that in pursuit of short-term profit maximization for 
shareholders, large corporations are changing their organizational 
structure to reduce their number of well-paying, stable full-time jobs. 
Companies which used to have a large number of such jobs now largely 
subcontract for a number of reasons. unfortunately, subcontracting is 
all too often being used to avoid the expense of providing good jobs. Core 
companies subcontract functions such as HR, custodial maintenance 
and security to others. When they subcontract to companies offering 
only minimum wage, they reduce long-term employment opportunities 
and worker benefits and wages. In fact, many companies have gone 
as far as to misclassify their employees in an attempt to undercut 
wages, benefits and job stability. Workers have been reclassified from 
permanent employees to independent contractors despite the fact that 
the work they do and who they do it for has not changed at all.

Within companies, managers also engage in other means to force 
workers to take concessions. An illustrative example is the growth of 
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whipsawing (Greer & Hauptmeier, 2016).  Employees are told that 
concessions to wages, job numbers or benefits must be made or else 
their jobs will be lost to other plants or countries where the workers have 
made these concessions. This tactic is worth mentioning specifically 
because workers are left without credible information about the nature 
of the managers’ threats. Often it is quite true, and when workers do 
not take the concessions, they do in fact lose their jobs or plants shut 
down. Other times, however, the goal is to reduce the share of the 
company’s revenue distributed to workers simply to increase that to 
shareholders and executive. It is also difficult for workers to fight back. 
Without adequate information, workers may engage in job action just 
to find their employers’ threats genuine and face the closure of their 
workplace. On the other hand, without adequate information, they 
may fail to take job action and end up giving in to employer demands 
needlessly. 

This form of take without give is not limited to threats of job displacement. 
In the cyclical upturns and downturns of the economy, workers are 
often asked to make concessions in order to protect their jobs over the 
long run. One common employer tactic is to reduce pay, benefits, hours 
or worker numbers with a promise of a return to the status quo once the 
crisis has passed. unfortunately, there are no mechanisms for credible 
commitment. Once the good times return, the lost benefits, wages, or 
jobs do not return and there is little the workers can do about it. This 
form of exploitation of recessions enables employers to take a larger 
share of revenues for the shareholders and executive at the expense 
of labour. It is no surprise that after the Great Recession the wealthiest 
came out ahead while others fell behind (OECD, 2011).

Also, top executives have been enjoying skyrocketing wages. These 
wages are largely unconnected with their performance and come at 
the expense of shareholders. The executives’ incredibly high access to 
information, which is often not disseminated to the shareholders (often 
people without knowledge of the companies they own shares in), gives 
them a major advantage in their compensation negotiations. Instead, 
as long as the firm generates short-term returns, the executives take 
larger and larger increases, even if they contributed nothing to those 
returns (Piketty, 2014). This likely motivates continued attack on the 
compensation that other employees receive and motivates much of the 
aforementioned attacks on workers.  
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As Weil (2014) acknowledges, once managers develop these 
strategies, there is no going back to better times. We must adapt 
instead. These trends outlined above cannot be undone, business 
has gotten smarter and they will not forget how to win. Instead, 
governments that moderate the behavior of business and the 
economy need to be changed to ensure that society gets a better 
share of economic productivity and that it does not increasingly go 
to the top. unfortunately, this requires the uphill battle of legislating 
change in corporate organizational structure. 

Labour representation on firms’ board of directors is a feature of 
successful CMEs. Labour representation on boards, along with 
supporting rights, empowers labour within the firm to ensure that 
employees as stakeholders in the company are considered in decision 
making. This recommendation would generate more interconnection 
and cooperation between labour and business leadership, a major 
step in creating the relationships that underlie CME organizational 
structures and the long-term labour-employer association that defines 
them. 

Specifically, information asymmetries, which advantage hostile 
employers, could be mitigated. Labour would gain access to the 
information necessary to gauge threats of closures, to assess the reasons 
for reclassification and subcontracting and to judge the credibility of 
long-term commitments promised to occur after concessions are given. 
Labour would also get a say in implementation. Further, the improved 
labour-employer relationship would provide a good check on run-
away executive salaries, which occur at the expense of labour and 
shareholders alike. 

Germany provides an example of how effective this change might be.  
In Germany stronger labour organizations and better management-
labour relations structures significantly accounted for the use of 
mechanisms that ensured credible commitment to job protection during 
the recession cycle (Herzogstein-Stein & Zapf, 2014). 

In other words, German workers did take some necessary concessions, 
but had assurances that their jobs would return to normal after 
economic recovery. This was so effective that Germany enjoyed what 
was called a job miracle through he Great Recession. 
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Recommendation 2

Federal and provincial governments should legislate the 
requirement for firms to have seats on their boards of directors 
allocated to union representatives. union representatives should 
have complementary rights allocated by law to ensure that they 
can effectively hold the leadership of the firms to account for 
their decisions. These rights include the right to information, 
consultation and co-determination.

 

This also dovetails nicely with current federal and Ontario provincial 
plans to make greater pay transparency for large- and medium-sized 
enterprises.22 Building on these changes, which are aimed at tackling 
the gender wage gap, governments can offer unions a greater capacity 
to negotiate with public support as they can more easily point to 
the excesses of executive pay while making their case for their own 
compensation. They are also designed specifically to help address the 
wage gap between men and women (Jeffords, 2018), another way to 
fight inequality.

As for the organizational structure problems outlined by Weil (2014), 
other changes might be necessary to complement the previous 
recommendation.

Recommendation 3

Federal and provincial governments should legislate core firm 
responsibility for the labour conditions of employees of subcontracting 
firms. This should include, but not be limited to, wages, occupational 
health and safety standards, benefits and job security.

22  ontario’s Pay Transparency Act, 2018 will require employers to improve pay transparency in an effort to shine light on 
the gender pay gap. See https://www.ola.org/en/legislative-business/bills/parliament-41/session-2/bill-203 for more detail. 
the Federal government is promising similar pay transparency legislation for the same reason. See https://www.canada.
ca/en/employment-social-development/news/2018/03/budget-2018-historic-pay-equity-legislation-will-help-close-gender-
wage-gap.html. 

https://www.ola.org/en/legislative-business/bills/parliament-41/session-2/bill-203
https://www.canada.ca/en/employment-social-development/news/2018/03/budget-2018-historic-pay-equity-legislation-will-help-close-gender-wage-gap.html
https://www.canada.ca/en/employment-social-development/news/2018/03/budget-2018-historic-pay-equity-legislation-will-help-close-gender-wage-gap.html
https://www.canada.ca/en/employment-social-development/news/2018/03/budget-2018-historic-pay-equity-legislation-will-help-close-gender-wage-gap.html
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This may seem difficult in practice, but if core firms can already verify 
and reward or punish subcontractors based on quality control, then 
they should be able to do so for employment standards. In Ontario, 
the government plans to enact a bill that would place responsibility 
on client firms for occupational health and safety of workers that they 
hire from temporary agencies (Mojtehedzadeh & Kennedy, 2018). This 
is the type of legislation that should be built on to prevent firms from 
exploiting employees through subcontracting.23

The Weakening of the Labour Movement

A pillar of the Golden Age was the development of strong unions. As 
far as actors are concerned, they are the most effective at reducing 
inequality. unfortunately, unions as a political force have lost influence 
since the neoliberal turn. 

unions raise wages among low and middle class occupations. In doing 
so, occupational effects on inequality are reduced. Further, unions 
reduce inequality within sectors by lessening income inequality among 
union members with similar characteristics. It has also been found that 
deunionization is associated with the growth of inequality specifically 
related to the middle class hollowing to the low end of the pay spectrum 
(Western & Rosenfeld, 2011).  unions also generate positive spillover 
effects as non-union wages are higher in heavily unionized industries, 
regions and even firms (Neumark & Wachter, 1995). These spillover 
effects are not limited to higher wages—Income inequality is reduced 
among non-union workers in heavily unionized industries (Kahn & 
Curme, 1987). 

Western and Rosenfeld (2011) find that in the uS, declining union rates 
account for a fifth of wage inequality for men and up to a third when 
considering non-union effects. In Canada, the effects of unions on the 
variance of men’s wages is roughly double that in the united States. 
This is largely driven by reductions of inequality within skill groups.  
For women, the story is less pronounced, though more unionization 

23  See Weil (2014) for a more comprehensive set of recommendations.
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would result in lower inequality for women too (Lemieux, 1993).

unions not only directly and indirectly increase wages and reduce 
inequality. Higher union densities are also associated with greater 
redistribution and better social programs. Strong unions in Canada 
brought all Canadians a number of important life-improving changes. 
Some of the larger include the eight-hour work day, the weekend, 
workplace health and safety law, employment standards, income 
supports for new parents, training for unemployed workers, public 
pensions and minimum wages, to name a few (Campbell & yalnizyan, 
2011).

unfortunately, as a political force, labour has been in decline for 
decades. In Canada, public sector density is high at over 70%, but 
private sector density fell from nearly 30% to 16% from 1981 to 2013 
(Morissette, Schellenberg, & Johnson, 2005; Galarneau & Sohn, 2013). 

This decline in union density has been echoed across OECD countries. 
The OECD average decline was 12% from 1985 to 2012, and in 2015 
union density averaged 33% overall. Once again, CMEs performed a 
bit better, experiencing a decline of 8% compared to 20% for LMEs. The 
difference is more impressive given that CMEs tend to have higher union 
densities—an average of 43%—than LMEs at 23%; CMEs seemingly 
should have more to lose.

The distinctions are even more pronounced when we consider some 
individual country exceptions. The uS and Canada (both LMEs) have 
smaller than average decreases in union density from 1985 to 2015. 
Canada as usual outperforms its LME counterparts, but the uS’s small 
change may simply reflect its low starting point. Its union density was 
very low to begin with; it therefore could not have dropped by the LME 
average after 1985.

There are many suggested causes of decreasing union densities. It is often 
said that the public has turned their opinion against labour. Instead, 
surveys show that support for unions remains high (e.g., Canada’s 
unions Still Have Majority Support, 2014). Despite public support and 
the latent need of growing numbers of people who would benefit from 
unionization, union density across the OECD continues to fall. 
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Legislation is, therefore, required to combat these long-term trends. As 
previously stated, more union density means less inequality through a 
number of mechanisms. Most importantly, the greatest need for unions 
exists among the more marginalized groups in society including 
women and new immigrants. Optimistically, their union participation 
rates are growing as well (Morissette, Schellenberg, & Johnson, 2005), 
but more growth is required. These groups are often overrepresented 
among precarious workers, making them hard to organize. Gains in 
union density amongst those with the highest latent need will require 
active legislation because they are so hard to organize. For example, 
their employment is precarious and often dispersed amongst many 
employers.

There are two approaches to encourage an increase in union density. 
The first is to build on existing efforts. This incremental approach 
involves targeting existing legislation that makes it harder to 
unionize. The second is a fundamental change to the nature of 
union organization that would allow larger and more immediate 
gains in union density.

The incremental approach to strengthening labour

Governments often attempt to make it harder for unions to effectively 
organize, act through striking and otherwise effectively represent their 
members. From 1982 to 2017, there have been 224 pieces of legislation 
making it harder for unions to organize.24  They range from regressive 
certification processes to back to work legislation. Even the so called 
“right to work” legislation popular in the uS is on the horizon in 
Canada. Some of these types of laws have been linked to declining 
union densities (Noga, 2017). 

That being said, there have been some positive changes on this front. 
In 2015 the Supreme Court of Canada in three decisions affirmed 
Canadians’ Constitutional freedom of association in terms of their right 
to joining a union, to collective bargaining, and to strike (Faraday, 
2015; Canadian Foundation of Labour Rights, 2018). This should slow 
down new anti-union legislation and offer a chance to reverse existing 

24  See https://www.labourrights.ca/restrictive-labour-laws for detail.

https://www.labourrights.ca/restrictive-labour-laws
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anti-union legislation. On the political side, the Liberal government 
has overturned several anti-union decisions from the Harper era. In the 
future, governments should be further encouraged to avoid drafting 
anti-union legislation and repeal such where it exists.

Recommendation 4

Federal and provincial governments should repeal existing anti-
union laws such as those that deny the right to join a union. Back to 
work and suspension of bargaining rights legislation should never be 
enacted. 

Governments must also pass pro-union legislation which makes it 
easier for union drives to accurately gauge workers’ desire to unionize. 
Noga (2017) found that the most important change would be to replace 
elections with card check procedures to form a union. Elections increase 
employers’ capacity to engage in unfair labour practices (uLPs). This has 
been found to be a major reason why the rate of unionization is lower 
where elections are required (Riddell, 2010). Though avoiding uLPs 
through card check procedures is the most desirable option, generally 
increasing the protections from uLPs is also important, especially where 
elections are still mandatory.25 

Further, structural changes to employment have made it harder to 
unionize. The proliferation of smaller firms makes it harder to organize 
employees because the workers are more challenging to reach (Rose & 
Chaison, 2001). This is particularly true of more vulnerable workers. As 
such, efforts need to be made so harder-to-reach employees are more 
accessible. For example, allowing e-cards as evidence in card check 
procedures is a promising approach.26 The BC Labour Relations Board 
has already ruled in favour of e-cards and offers guidelines for future 
use. 

25  See noga (2017) for more detail.

26  See Modernizing the Union Certification Process found at https://www.labourrights.ca/research-publications/
modernizing-union-certification-process-benefits-electronically-signed-union. 

https://www.labourrights.ca/research-publications/modernizing-union-certification-process-benefits-electronically-signed-union
https://www.labourrights.ca/research-publications/modernizing-union-certification-process-benefits-electronically-signed-union
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Recommendation 5

Federal and provincial governments should legislate changes that 
would make organizing unions easier. Some examples include: 

•	 Replacing elections with card check procedures to demonstrate 
support for unionization.

•	 Allow the use of e-cards for card check procedures.  

•	 Where elections remain mandatory, reduce the campaign period 
to 10 days.

•	 Empower labour relation boards to better protect against and 
remedy uLPs.

The implementation of these recommendations would improve workers’ 
access to union representation and ultimately increase union density 
and rates. However, this incremental approach is limited in that it 
would take decades to potentially regain the levels of representation 
already lost. A more radical approach may be necessary.

The radical approach to strengthening labour

In the long run, improving workers’ capacity to organize should increase 
union density. A more radical approach could result in large increases 
in a shorter timeframe. Sectoral unions, as the name suggests, can be 
organized and negotiate across sectors which ensures higher union 
density even when employers are smaller and the employment more 
temporary. Further, regional based unions have the capacity to help 
organize all precarious workers in entire regions, full cities for example.  

Sectoral unions are common among CMEs and offer greater power in 
negotiation beyond the enterprise level. Sectoral unions negotiate with 
business organizations which represent the sector. After an agreement 
is made, the government imposes those conditions on all businesses in 
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the sector (Carley, Baradel, & Welz, 2012). This arrangement is a major 
reason why union density tends to be so high in CME countries and why 
the labour movement in those countries is a stronger political force. 
Beyond the potential for greater political clout, sectoral unions have 
produced higher wages then similar firm based agreements (Addison, 
Teixeira, Stephani, & Bellman, 2015). Sectoral unions have also been 
found to produce better and more equitable pensions in part through 
their capacity to come to sector-wide agreements (Wib, 2015). In other 
words, sectoral unions have many advantages.

Regional unions, such as unions for major cities, provide a chance 
to organize marginalized and precarious workers to ensure a base 
level of wages and benefits. Many of these workers may not stay in 
one sector, but instead move between many types of jobs with only 
the precariousness of the jobs constant. Organizing this section of the 
economy would dramatically increase union density in general. The 
primary actor fighting inequality, therefore, would become a stronger 
counterbalance against neoliberal actors. Further, this growth in density 
would largely favour those workers with the greatest latent need. This 
form of renewal complements existing functional and powerful unions 
without challenging their organizational structure or core goals.

Recommendation 6

Federal and provincial governments should  amend collective 
bargaining laws to encourage the development of effective bargaining 
associations of precarious workers on a sectoral or regional basis. 
These associations would bargain with associations of employers 
to set standard working conditions, wages and benefits within a 
particular sector or region.

To ensure the best conditions for labour are achieved, the sectoral or regional 
agreements could act as lower thresholds. Existing unions operating within 
the sector or region could be encouraged to negotiate better agreements 
where possible. The exact form of sector/region and firm-based union 
relationship would likely be complicated and require considerable 
negotiation, therefore offering a firm template here is not desirable. 
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The previous recommendations empower labour as an actor in 
the political system. They also empower workers in general to 
reduce inequality and hold employers to account. In doing so, these 
recommendations offer the greatest potential for making Canada more 
like a CME.  They also lay the foundations for a cultural shift that 
would move Canada in the direction of a CME over the longer-term. A 
complementary approach to improving the power of labour is to better 
incentivize political parties, and therefore governments, to represent 
labour.  

Proportional representation for better labour representation 

The neoliberal turn of the 1980s has dramatically shifted the 
representation base of political parties across the developed world. Left-
wing parties, the traditional representatives of labour, have moved to 
the centre. Gone are the Labor-Liberal alliances of the uS and genuinely 
left Labour and Social Democratic parties that once motivated policies 
against inequality.

Instead those parties largely accept neoliberal ideology. Frank (2016) 
argues that the problem in the uS lies with the interaction between 
Democrats, plutocrats and meritocrats. Essentially, elites control the 
intellectual debate and power within the Democratic Party, moving the 
party’s representational focus away from the working class. 

Freeland (2012) makes a similar case for Western countries in general, 
arguing that plutocrats are able to influence government ideationally. 
This ideational movement was known as the Washington Consensus 
(built by Democrats and supported by Canadian Liberals), and cracks 
only emerged after the Great Recession. 

Still, to this day, Democrats no longer represent labour in the uS, in the 
uK Labour no longer represents labour as it once did, and in Germany 
the SPD (social democrats) moved to the centre. 

A second result of abandoning labour is a political vacuum on the left. 
The gap has not been filled by other parties or by new-entrant parties 
trying to represent labour. Instead, the working class has been targeted 
heavily by the far-right with a populist appeal. 
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In the uK, the Independence Party was able to extend its appeal to 
alienated working class Labour Party supporters, enabling it to obtain 
its decades-long goal of Brexit (Ford & Goodwin, 2016). Germany has 
seen the rise of AfD challenging the support of the governing CDu while 
also eroding the SPD’s working class base (Lochocki, 2017). 

The uS of course has seen the rise of both the Tea Party faction of the 
Republicans and a demagogue in Donald Trump. The latter arguably 
won the election by pleading with the now underrepresented and 
underemployed Midwest, as if he could get coal mining jobs back. 

Canada has not yet developed any strong far right parties; its problems, 
instead, still lay to the left. The CCF and later the NDP have traditionally 
represented the interests of labour. Its relationship with labour has 
never been as strong as that of the British Labour Party. Instead the 
relationship is frayed and many unions either support the NDP or do 
not based on pragmatic electoral reasons (Walchuk, 2010). 

Canadian labour is in the unfortunate position of having to gain 
representation through the big tent Liberal Party which has also 
represented neoliberalism or through the NDP which has to date never 
formed federal government and only once, official opposition. 

Changing to a proportional electoral system could strengthen labour’s 
influence in policy making. A shift from single-member plurality to 
a proportional electoral system would result in regular minority 
governments.27 

The Liberal Party would find itself in a position where it would often 
rely on the NDP for support. The party which naturally represents 
labour would therefore gain power in policy making. Proportional 
representation could also increase labour’s influence with the NDP or 
for that matter even the Liberal Party. 

In minority government situations, both parties would want to 
maximize their seat count, which means maximizing their electoral 
support. The more seats they win the more negotiating power they may 
have. With any luck, they would both offer labour friendly policy in a 

27  the mechanism through which this operates requires more attention than can be offered here. For more information 
visit www.fairvote.ca. 

http://www.fairvote.ca
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competition to attract labour support.

Recommendation 7

Federal and provincial government should adopt a proportional 
electoral system. These systems do not need to be the same; however 
they should reflect the results of existing consultation processes which 
all favour some form of proportional or mixed system. To reiterate, 
this must not be another majoritarian system.

This change would significantly increase labour representation in 
government. In fact, in doing so, the ideational space of economic 
discourse would be fundamentally altered. Liberal and Conservative 
governments have too long been captured by neoliberalism. Having 
them respect the electoral contribution and support of labour would 
alter at least the Liberal governments’ economic considerations.   

 

Weak Support for Low-income and Unstable Work

Despite growth in neoliberal organization and ideology, Canada has so 
far managed to avoid being fully captured by its principles. Canada’s 
deviations have largely been to its benefit. For example, Canadian 
finance ministers were cautious about deregulation of the banking 
sector (Freeland, 2012). This caution prevented Canada from facing 
the worst of the Great Recession; its economy outperformed most other 
OECD countries. 

Surprisingly, Liberal Prime Minister Trudeau has also demonstrated 
some representation and support for organized labour, worker benefits 
and worker rights as well. The Liberals reversed several anti-union laws 
enacted by the previous Conservative government. More startling is 
that they attempted to include labour rights into the current round of 
NAFTA renegotiation. In Canada, the neoliberal consensus seems to 
have weakened since the times of Mulroney, Chrétien and Harper. 
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This presents a window of opportunity. As Canadian governments 
deviate from neoliberalism, they tend to get positive results. As this 
becomes more obvious to those governments, it may become easier 
to motivate them to enact or strengthen core policies which help low-
income and precarious workers. Two such policy areas are minimum 
wages and access to unemployment benefits. 

Like their federal counterparts, some provincial governments are 
experimenting with good policy. On the provincial level, several 
governments have recently agreed to increase minimum wages to $15 
an hour in response to labour and civil society lobbying. Building on 
that success is now key. If quebec follows the lead of Ontario, Alberta 
and BC, then a quarter of all Canadian workers could see their incomes 
increase (yalnizyan, 2017).

Increasing minimum wage offers many advantages. Minimum wage 
increases directly reduce inequality by targeting the lowest paid 
workers. They also create a knock-on effect of potentially increasing 
the pay of workers whose hourly income is pegged at minimum wage 
plus some amount (e.g., a retail manager who makes minimum wage 
+ $2/hr). Minimum wage increases also help the most disenfranchised 
demographics who are overrepresented in minimum wage work. 
Examples include new immigrants, women, youth and the elderly. 
Helping these groups in particular is a second major benefit of this 
policy change. Increasing minimum wage also increases domestic 
consumption which is the main driver of any economy. It may even 
incentivize people who are unemployed and discouraged by the 
difficulties of the job search to persevere to find work.  

Recommendation 8

Provincial governments should increase minimum wage to at least 
$15/hour and tie yearly minimum wage increases to CPI to prevent 
erosion from inflation.28 Further, these minimum wages should be 
increased by a moderate amount every year until a living wage is 
reached (i.e., 25-50 cents per hour).

28  CPI is the consumer price index. It represents the changes in cost of a fixed basket of goods over time and is meant to 
track inflation. 
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Increasing minimum wage will also motivate business to find more 
efficient ways of using workers’ time. unfortunately, certain employers 
may also respond by reducing the number of hours that employees 
work per week. Therefore, it may be necessary to decrease the number 
of hours which constitutes a full-time work week. This would benefit 
workers who are forced to have multiple jobs as they would not have 
to work as many hours at their full-time position to maintain full-time 
benefits. 

Recommendation 9

Federal and provincial governments should be encouraged to 
decrease the definition of full-time work incrementally as minimum 
wage increases. 

For people who are unemployed, it is important to ensure they do not 
have to endure the hardships of deep poverty. Improving unemployment 
benefits in terms of duration and coverage would go a long way to 
ensuring that quality of life for precarious workers does not have to 
diminish too harshly between jobs. The increased stability in expected 
earnings would also make it more feasible for people in precarious work 
to make meaningful long-term investments such as taking a mortgage 
to buy a house.  

Throughout Canadian history Canada has been a laggard amongst 
OECD countries in terms of its EI program. Canada has been amongst 
the worst in employment benefit replacement rate (CCPA, 2009). 
Despite changes to the EI system, Canada continues to have a lower 
replacement rate over 60 months of unemployment than other OECD 
countries (OECD Benefits and Wages Statistics). 

The federal government has made some improvements in EI over the 
past few years that deserve recognition. For example the wait period 
has dropped from two to one week and benefits for parental leave have 
improved. That being said, the government must continue to build on 
these changes.
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Recommendation 10:

Federal and provincial governments should improve unemployment 
benefits to increase their value and accessibility. Specific improvements 
to EI include:

•	 Reducing the entrance requirements, specifically reducing the 
minimum hours.

•	 Raising benefits to a higher percent of the best weeks in the 
qualifying period. 

•	 Eliminating the waiting period.

•	 Opening the program to all workers including the self-employed.

These recommendations are meant to specifically improve the quality 
of life for those who experience the wrong end of inequality. Others 
have focused on strengthening labour as a counterbalance to the forces 
which would generate further inequality. There are, however, other 
substantive areas which require specific consideration.
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Specific 
Considerations

THE FOLLOWING topics have been selected 
for specific consideration because they are 
germane to present and future income 
inequality. The first sub-section is on public 
ownership and its blatant errors of neoliberal 
decision making. Education and training, 
innovation and the environment are then 
considered. These issues have longer-
term implications for further economic 
development and the equitability of resource 
and opportunity distribution. This in turn 
leads into the next section focusing on 
long-term considerations extrapolated from 
current trends.

Public Ownership

The commons are resources which are held by 
a community for common use. We typically 
think of commons as the most vital resources 
for sustaining life such as the air, water or 
land. The right to life itself is meaningless 
without access to many commonly held 
resources. Without the right to clean drinking 
water, the right to life is actually the right to 
die of thirst. It is therefore essential to protect 
the commons and ensure that everyone has 
adequate access to them. 

The Tragedy of the Commons highlights one 
source of threat to the commons (Hardin, 
1968). Individuals using these common 
resources without regard for their long-term 
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sustainability can end up destroying them. Short-sighted, self-interested 
people overuse their common-held resources until the resources 
collapse. This is a valid concern which requires long-term planning 
for protection. Hardin suggested privatization as a way to protect the 
resource.

Problems emerge with privatization of this sort. First, it may not even 
be an effective means to protect the commons. For private ownership 
to protect the commons owners must prioritize long-term viability over 
short-term profit maximization; there is certainly no guarantee that 
they will make that choice. Second, the valuable resource is no longer 
owned collectively by the public, instead it is the private property of 
its new owner(s). Privatization therefore leads to a concentration of 
wealth. A third problem is that access to the resource is limited as some 
people will naturally be excluded. Though this is not a comprehensive 
list, these problems highlight the need to review privatization decisions 
thoroughly.

Nonetheless, privatization has run rampant since the neoliberal turn 
of the 1980s. It has become a preferred solution to perceptions of 
government growth and inefficiency. The primary argument has been 
that common good can be distributed more efficiently as a private 
good sold to the public. The academic literature is mixed, but generally 
favours privatization (Bachiller, 2017), but that literature’s measures 
are biased towards evaluating firms’ performance in terms of efficiency 
and profitability at the expense of other considerations. 

Privatized firms are said to be more profitable because they are more 
efficient. These efficiencies are said to come from the firm’s focus on 
profitability at the expense of other considerations. These considerations 
include employment conditions, wages and positive spillovers 
(Boardman, Vining, & Weimer, 2006). If in fact this is true, it is not 
clear that Canadians would prefer some improvements on efficiency 
largely generated by reducing employment or wages.

Further, profitability is not a particularly strong measure of efficiency. 
Firms may have the capacity to influence price and thus increase 
profitability not through better efficiencies, but simply through charging 
more for the same good. When better measures of performance are 
used, such as technical efficiency, it has been found that in Canada 
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privatization does not even improve efficiency (Bozec, Dia, & Breton 
2006). 

The motives for governments to privatize are dubious as well. 
Governments have short-term motives for privatization, generally 
receiving immediate income with costs that future governments will 
have to bear. Governments may also simply be following an ideological 
predisposition, such as was seen when the Harper government wanted 
to sell government buildings so the government would not have the 
risks associated with building ownership (Gordon, 2007).  

Future governments and the people they represent then inherit the 
problems. In the mentioned Harper case, the new building owners are in 
regular disputes with the government tenants over inadequate service 
delivery and overcharging for services not delivered. Governments 
may also simply succumb to the rent seeking behaviors (threats 
and promises) of investors and companies that want to profit from 
privatization. These problems are not only found in Canada. In Britain 
there is a growing list of investigations into privatized entities involving 
overcharging, failing to deliver adequate service and otherwise enjoying 
arrangements designed to benefit the private owners rather than the 
public (Hutton, 2018). The tragedy is not of the commons. The tragedy 
is privatization.

Luckily there are other ways to successfully manage the commons. 
Elinor Ostrom won a Nobel Prize in economics for identifying potential 
solutions to the tragedy of the commons—solutions that do not require 
privatization. Others advocate that the state control the commons to 
prevent their misuse. Theory aside, the CCPA (2015) also found that 
returning privatized services to public control results in the undoing of 
some adverse effects, unfortunately after incurring original costs. 

It is, therefore, wise to question privatization on both theoretical 
and empirical grounds so it is avoided when benefits are not clearly 
identified and reversed when it has resulted in inefficiency or damage 
to the commons. It is also beneficial to review past privatization to 
identify and rectify harms generated.

These evaluations cannot be limited to firm-specific performance 
measures. Even when privatization is believed to be an efficient choice, it 
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must be evaluated in terms of transition costs, lowered quality of service 
delivery, high cost of service delivery, oversight and environmental 
degradation (CCPA, 2015). The CCPA’s report and NuPGE’s five-point 
Public Service Protection Plan offer guidance on how to properly 
evaluate future privatization plans. They significantly motivate the 
following recommendation.29 

Recommendation 11

Federal and provincial governments should require auditors-general 
to lead reviews of privatization plans and past privatizations. At 
minimum, these reviews should:

•	 Require public consultation.

•	 Require evidence that privatization will lead to improved service.

•	 Provide a comprehensive and open cost/benefit analysis focusing 
on both social and economic impacts.

•	 Include public sector workers and their representatives in the 
process with full standing.

•	 Provide a final report to the pertinent legislature and/or municipal 
council.

•	 Provide the right for affected public employees to transfer to the 
new entity with existing rights, benefits and entitlements in place.  

To be clear, privatization should not be based on abstract ideological 
preferences or beliefs, such as, ‘government should be smaller’ or 
‘the private sector reduces inefficiencies’. Instead, there should be 
a requirement to provide concrete evidence that demonstrates how 
privatization will improve performance without compromising the 
value to stakeholders. If concrete benefits are not found, then no public 

29 See https://nupge.ca/publications/protecting-public-services-5-point-plan for details.

https://nupge.ca/publications/protecting-public-services-5-point-plan
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service should be privatized. If past privatizations are found to fall short 
of expectations, then they should be renationalized.

Education and Training 

Three common perspectives on the purpose of education are that it 
creates economic return either for society or the individual, that it is a 
good to be pursued for its own sake because it develops the individual 
and that it promotes equality and justice for the people (Troschitz, 2017). 
Education is, therefore, good for both the individual and society. The 
neoliberal marketization of education reframes it to focus exclusively on 
the student as customer. The provider of education effectively becomes 
a firm that provides the good to the customer at the price they can be 
extracted. As a result, good education becomes too expensive for most, 
and low-quality education is sold to the rest.

Early childhood education

In Canada, neoliberal reconceptualization of education has manifested 
itself in many forms.  Early childhood education is primarily seen as the 
responsibility of parents, something that they can pay for in exchange 
for the benefits to the child later in life and to themselves in terms of 
opening up the possibility of work, primarily for women. In this sense, 
Canada has failed to prioritize public funding for early childhood 
education. 

This has come at a heavy cost both to women whose careers and 
businesses are held back and to the economy which has failed to 
develop. Women in Canada between ages 15 and 44 and who have one 
child or more make 29% less on average than their male counterparts. 
That number drops to 7% if they do not have children (OECD, 2012). 
The reason for this staggering difference is that women with child care 
responsibilities have fewer hours to devote to their careers, education 
or businesses. 

As previously discussed, women’s increased participation in the 
workforce is one of the most important factors fighting against further 
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inequality. Anything that enhances women’s capacity to participate 
in the workforce reduces inequality. In terms of the overall economy, 
women’s unequal pay will hold back the economy to the effect of $150 
billion by 2026 (Devillard, Pickersgill, Bughin, Manyika, & Woetzel, 
2017).

Affordable early childhood education has been introduced in quebec, 
and British Columbia’s NDP government promised it in its campaign. 
These changes in the right direction should be encouraged and built 
upon.

Recommendation 12

Federal and provincial governments should work together to 
implement a public, universally accessible early childhood education 
system that includes before and after school programs for young 
children.

Many parents also want to take time to raise their children, particularly 
in their first years of life. Canada requires improvements to its maternal 
and parental benefits programs. Currently it is the Employment 
Insurance (EI) program which offers financial benefits to assist new 
parents. Access is, however, limited as is the level of compensation. 
To be eligible, a parent must meet employment criteria including a 
minimum number of hours worked in insurable employment and 
demonstrate at least a 40% reduction in weekly earnings.  If those and 
other specific criteria are met, a parent may choose between 35 weeks 
at 55% of their average weekly pay or 61 weeks at 33%.30

From the comparative perspective, Canada again performs as an 
average LME. On average LMEs tend to offer 19.7 weeks of benefits 
whereas CMEs, only 14.9. That being said, the payment rate for LMEs 
is only 33.1% on average whereas CMEs reach 77.3%. The total value, 
measured in full-rate equivalent in weeks, is 7.4 for LMEs and 11.45 for 

30  See https://www.canada.ca/en/employment-social-development/programs/ei/ei-list/reports/maternity-parental.html for 
more details.

https://www.canada.ca/en/employment-social-development/programs/ei/ei-list/reports/maternity-parental.html
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CMEs.31 On balance CMEs offer more parental benefits, but all things 
considered, the best conclusion is that there is significant room for 
improvement across the board.

Recommendation 13

Federal and provincial governments should invest in better parental 
benefits in terms of access. Specifically to the federal government, 
there should be increased benefits in terms of percent payment rate, 
especially for those in the low to middle income levels. Further, 
better access is required for those who do not qualify for EI (e.g., self-
employed).

These programs not only help women increase their earnings and reduce 
inequality, they also have benefits for children as the programs may 
help break the stickiness of low income. quality childhood education 
provided to lower income families has been shown to help children 
generate higher incomes, obtain better educational results and avoid 
crime when they reach adulthood (Bigelow, 2005). This is certainly a 
meaningful investment in the future.

Post-secondary education and training.

Post-secondary education is also threatened heavily by neoliberal 
marketization. Since the Chretien consensus of the 1990s, the federal 
government substantively cut funding to education, and the provinces 
in turn passed the buck to students. Tuition fees have increased at an 
alarming rate ever since. Further, needs-based grants have been replaced 
by student loans, professional school differential fees introduced and 
increased, international students’ fees hiked, and so on. In so doing, the 
cost of education shifted significantly to the student (and their family) 
as customer. 

This is an incredibly serious problem and contributes to growing 

31  Values calculated from oeCd Family database http://www.oecd.org/els/family/database.htm. 

http://www.oecd.org/els/family/database.htm
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inequality. People who cannot afford to access education miss out on 
an important opportunity to improve their income over time. Just as 
important, lack of education is a primary reason why the children of 
parents with poor wages are more likely to experience immobility by 
making low-end wages themselves as adults.. The OECD (2015) found 
that specifically, as inequality increases, people from families with 
low educational backgrounds are progressively more likely to obtain 
low levels of education (less likely to get post-secondary credentials) 
and educational performance (lower numeracy and literacy scores) 
themselves. Canada is no exception. Berger, Motte, and Parkin (2007) 
find that in Canada education treated as a commodity to be purchased 
is a causal factor in inequality and a reason why families on the lower 
end of the pay spectrum are getting stuck there. 

In the future as more people face precarious work, it is important to 
ensure that they have access to education so that they can adapt to 
their changing work environment. This is necessary for them on an 
individual level, to maximize their chances of getting out of poverty and 
low income, but also to ensure that Canada’s workforce is modern and 
able to meet the needs of whatever jobs the future brings. unfortunately, 
the people who need education updating the most will have the least 
resources to purchase it. It is therefore essential that post-secondary 
education is made accessible to all Canadians.

This neoliberalization of education is not felt equally across the OECD. 
In terms of government investment in education, CMEs dramatically 
outperform LMEs. CMEs (except Japan) have much higher proportions 
of post-secondary spending covered publicly than privately. On the other 
hand, all major LMEs (except Ireland) demonstrate larger portions paid 
privately than publicly (OECD, 2014, spending on tertiary education). 
Many CME countries accomplish this by offering low or no-tuition post-
secondary education. 

Additional priority should be given to improve accessibility to 
programs which meet Canada’s current and future market needs. At 
universities, these programs often come with differential fees which 
are outside many students’ reach. It should be a priority to reduce the 
upfront fees associated with those programs (e.g., medicine). Amongst 
trade professions, there needs to be greater access to apprenticeships 
to encourage training where there are current or forecasted skills 
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shortages. Employers should be encouraged to take apprentices and 
existing apprenticeship programs should be expanded.32 

Recommendation 14

Federal and provincial governments should invest in eliminating 
tuition and providing needs-based grants to reduce barriers to post-
secondary education. The final goal should be universal free access 
without student debt accumulation. Expanding apprenticeships 
and lowering differential fees should be prioritized. 

Beyond the public vs private dichotomy in education funding, firms 
also invest in education and training of their employees. Investment 
in employees’ education and training is in fact a cornerstone of CMEs 
(Hall & Soskice, 2001). The direct benefit of more training is that 
employees become more productive for the firm. They also command 
better wages for their labour (Albert, Garcia-Serrano, & Hernanz, 
2010). 

Beyond that, greater investment in employee training results in 
greater stability from both the firm and the employee’s perspective. 
The employee is less likely to leave because their skills are often firm-
specific and thus of a greater value to that firm, which will, therefore, 
pay higher wages than competitors (Becker, 1962). 

Further, employers are less likely to let an employee go who has 
received heavy investment in their education and are, therefore, 
harder and more expensive to replace.   

Canada does not fare well compared to other OECD countries in this 
form of training. It has a low average education and training rate, 
post formal education, similar to that of Portugal (Weaver & Habibov, 
2017). There is, therefore, considerable room for improvement. 
unfortunately, there is a gap in the academic literature in terms of 

32  See Canadians for A Modern Industrial Strategy’s Doing, learning, earning for more detail at https://
industrialstrategy.ca/content/new-book-about-apprenticeship. 

https://industrialstrategy.ca/content/new-book-about-apprenticeship
https://industrialstrategy.ca/content/new-book-about-apprenticeship
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how to address this shortcoming, specifically in terms of funding.

Nonetheless, incentivizing employers to fund training for their 
employees is the obvious solution. The Canada Job Program provides 
employers with the majority of the funding necessary to cover the cost 
of training their employees, up to $10,000. The Canada Job Grant 
year Two Review offers insights into how Canada’s federal program to 
incentivize training has worked.

According to the review, 14,000 employees were trained with funding 
from the Program and roughly two-thirds of employers would not 
have done so without it. Employers report that it was successful in 
improving productivity and retaining staff. However, it was found 
lacking in terms of generating increased wages. It is also limited in 
that it does not offer adequate assistance for the unemployed and for 
marginalized workers.

  

Recommendation 15

Firms should be encouraged to invest more in employee training 
and retraining. Federal and provincial governments should increase 
funding to—and improve—programs that encourage this type of 
investment. The current Canada Job Grant should be complemented 
with programs specifically targeting the training of those within 
marginalized groups as well as those who are unemployed for 
current vacancies. 

With the proper investment in education and training, people may 
not exclusively lose good work for precarious work. A larger fraction 
should be able to increase their productivity with further technological 
innovation rather than being replaced by automation. Investment 
in training even has the capacity to increase innovation (Arvanitis, 
Seliger, & Stucki, 2016) and promote incremental innovation in 
particular, the kind that improves productivity gradually (Beugelsdijk, 
2008). As a result, investments in education can grow the economy 
while reducing the bifurcation of wages.
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Innovation 

Krugman (1990) states that a country’s capacity to improve quality of 
life for its people over the long run depends on its capacity to improve 
worker productivity. Education and training are essential to ensure that 
employees are highly productive. Innovation also has the capacity to 
improve worker productivity. Coupled together, a well-educated workforce 
and innovative firms provide the foundation for a highly productive 
economy and the good jobs such an economy ought to produce. 
Innovation requires specific mention not only because of its relevance to 
economic growth and the creation of good jobs, but because it is often 
mistakenly believed that interfering with business would hinder it. This 
is not the case; coordination generally helps. 

First of all, there are two main types of innovation: radical and incremental. 
Radical innovation involves the ability to develop and implement new 
processes and product lines. Countries which foster the development of 
radical innovation are able to produce firms which generate new markets. 
High technology sectors such as communications and pharmaceuticals 
are most characterized by the development of radical innovation.  

Malik (2017) finds that economies based on neoliberalism (LMEs) produce 
more radical innovations. Because companies can hire and fire without 
labour laws slowing them down and raise capital quickly, they can easily 
mobilize resources to develop and exploit radical innovations. Countries 
like the uS and uK are some of the leaders in radical innovation, and 
countries that are LMEs have been found to outperform CMEs in this 
regard (Schneider & Paunescu, 2012). Weak labour laws appear to cause 
precarious work, and sometimes this is true; however, industries heavy in 
radical innovation tend to employ gold collar workers such as engineers 
who are paid well and able to find work quickly. In sectors characterized 
by heavy radical innovation, it is best to have neoliberal institutions. 

Incremental innovation involves the continuous improvement of existing 
processes and product lines (Malik, 2017). CMEs tend to outperform LMEs 
for incremental innovation. CMEs and their companies focus on longer-
term financial arrangements and invest in employee training, thereby 
investing in retaining workers rather than letting them go as soon as it 
seems beneficial. Akkermans, Castaldi and Los (2009) suggest that this 
may be due to the cumulative nature of the incremental innovation 
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process. Employees, therefore, enjoy longer-term, well-paying jobs. 
Characteristically, medium-technology industries, such as the automotive 
industry, develop incrementally (Schneider & Paunescu, 2012). This is 
perhaps why CME countries like Germany and Japan do well in the 
automotive sector and lead the way in incremental innovation33.   

The more Canada shifts to CME organizational structures, the more it 
can foster the development of incremental innovation. In so doing, firms 
improve productivity not by reducing labour costs, but by matching 
incremental innovation with employee education and training to 
maximize productivity. 

Malik (2017) even demonstrates that advantages can be generated by 
mixed economies. These economies are often considered incoherent and 
thus under productive. Malik finds that some, such as France and Japan, 
are able to integrate the better elements of both LME and CME models 
and perform particularly well at bringing national science to the export 
market. If this is in fact the case, Canada may be wise to encourage 
more CME institutional structures to support medium-tech industries, 
specifically those in machinery and transportation sectors. Also, Canada 
may benefit from leaving LME institutions in place for high-technology 
industries.

Recommendation 16

Federal and provincial governments should encourage the 
proliferation of CME organizational structures in Canadian firms 
(recommendations concerning representation on boards, regional/
sectoral unions and firm-funded job training). Some exceptions 
should be considered in industries characterized by high-tech 
radical innovation. 34 Specifically, the requirements of employee 
representation on boards and sector/regional based bargaining 
organizations may be relaxed in the few sectors characterized by 
high-tech radical innovation. 

33  It should be noted that the US also leads in incremental innovation. In the comparative literature on innovation, the US is 
often accepted to be sui generous. In other words, it is one of a kind, and its innovation performance would likely be massive 
even if it was a CMe. It is, therefore, often left out of comparisons.

34  this is an extension on Recommendation 2.
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There is no reason to avoid mixed logics in an economic system. By matching 
the right institutions to the right sectors, innovation can be maximized. As 
noted above, some sectors characterized by high-tech radical innovation 
benefit from LME regulations. In these cases, the consequences of high 
worker turnover are offset by excellent pay and benefits. That being said, 
those high-tech sectors exempt from CME institutional arrangements 
should be considered the exception that need to be justified.  

The Environment

A genuine plan for long-term economic success cannot omit consideration 
of the environment on which the economy and human life itself are built. 
This section focuses on long-term policy options motivated by Green 
Keynesianism and the role of labour in developing a socially just and 
environmentally sustainable economy. 

In response to the Great Recession—and surprisingly so given the 
dominance of neoliberal thought—Keynesian policies have been adopted 
by some Western governments to prevent further economic decline. This 
represents a major shift from previous neoliberal theories, which motivated 
economic policy since the 1980s and eventually (to a large extent) caused 
the Great Recession (Peck, Theodore, & Brenner, 2012). This change in 
policy perspective and response has a longer-term focus than its neoliberal 
counterpart.  In the uS, the 2009-2010 stimulus spending package possibly 
averted Great Depression 2.0. It was estimated that GDP would have 
fallen an additional 11.5% and 8.5 million jobs would have been lost in 
the uS (Blinder & Zandi, 2010) without it. Governments needed to borrow 
and spend as much as necessary to avoid double-dip recession or firms 
plunging into major defaults. Around $71 billion in uS stimulus spending 
was earmarked to green investment and $20 billion to green tax incentives 
(Harris, 2013).  Stimulus spending in the uS not only promoted employment, 
but part of it also promoted the development of a greener economy.

In practice, environmental protection and employment growth can 
be simultaneously achieved using a variety of policy instruments. For 
example, carbon taxes can be leveraged, the revenue from which can be 
used to finance environmental and social objectives such as research and 
development, renewable energy efficiency (which indirectly benefits lower-
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income consumers) and deficit and debt reduction (see Boyce & Riddle, 
2009). In other words, carbon taxes can be used to reduce greenhouse gas 
emissions but can also be leveraged to generate the revenue needed for 
stimulus spending in the next downturn. This spending can focus on green 
infrastructure, further improving environmental conditions.

The obstacles to creating long-term instruments like the ones described 
above are largely political rather than environmental or economic. 
Institutions that incorporate actors with varying motivations need to be 
developed to ensure these instruments are selected, not just neoliberal ones.

Labour has a very important role to play in the development of new 
environmental protection frameworks and must be part of the process. 
Labour unions have historically been the representatives of social justice and 
have assumed this role, to an extent, in the negotiation of environmental 
agreements. Labour is uniquely motivated to balance economic and 
environmental interests. As Brian Kohler, a Canadian union activist has 
indicated, “The real choice is not jobs or the environment. It is both or 
neither.” (Kohler, 1996). Indeed, unions involved in the united Nations 
Commission on Sustainable Development provided a forceful voice behind 
the social pillar of uN and other international environmental negotiations 
(Stevis & Felli, 2015). 

Internationally, there have been two major approaches to labour 
involvement in environmental processes. First, unions have served as the 
workers’ voice in formal and informal international negotiations (e.g., 
united Nations Framework Convention on Climate Change process). The 
focus has been on facilitating the change towards greener jobs in a way 
that ensures decent work. (Stevis & Felli, 2015). This approach is a green 
Keynesianism perspective that requires proper management to create a 
win for the economy, society and the environment (TuAC & ITuC, 2009). 

Second, unions have also taken a stronger perspective and advocated for 
the state and capital to take responsibility for workers, their families and 
communities when greening the economy requires shrinking or eliminating 
sectors of the economy that are particularly damaging to the environment 
(Harris, 2013). Here, unions do not simply act as a voice for workers but 
also negotiate on their behalf. The focus is on transforming the economy to 
make existing jobs sustainable rather than green. This involves investment 
in R&D, especially in fixes like carbon capture and storage which preserve 
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jobs and industry, as well as in the creation of green industrial strategies 
for the creation of new green jobs. Further, investment should be made 
for the transfer of workers into other areas of the economy through job 
retraining, wage subsidies and new, government-funded education and 
social protections such as early retirement and unemployment benefit 
guarantees (ICEM & IMF, 2010).

Given the diverse interests represented during most negotiations on 
the environment, labour appears to be the best suited to ensure that 
environmental sustainability and Green Keynesian planning are 
matched with instruments of just transitions. Further, unlike many 
actors in civil society, labour has demonstrated the ability to leverage 
political power behind its objectives. 

Beyond the scope of international organizations and agreements, labour in 
Canada has also played a direct role in advocating for a green transition. 
Several large unions, for example, play a role in the Green Economy 
Network (GEN), a forum bringing together labour and a variety of civil 
society groups to advocate for a green transition.

Currently, the federal government has been successfully pushing provinces 
to develop carbon taxes. Their efforts so far have met with mixed success. 
The problem is that the revenues have not been earmarked for environment-
related spending. Instead, they are simply going into general revenue.

 

Recommendation 17

Federal and provincial governments should create environmental 
taxes such as carbon taxes to mitigate environmental damage. The 
effectiveness of these taxes should be reviewed regularly to ensure they 
are in fact motivating decreases in greenhouse gas emissions. 

Though a primary goal of taxing carbon is to reduce its production, the 
revenues can be used to finance complementary policy. In the short-
term (five years), the revenues should be earmarked to achieve GEN’s 
advocated target: 5% of federal revenue supporting the development of 
one million green jobs. 
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After these investments have been made, future revenues should be 
earmarked to fund just transitions for workers displaced from carbon-
intensive industries. Further, when future economic downturns occur, 
this revenue should be diverted towards the development of green 
infrastructure as a form of targeted stimulus spending.

Recommendation 18

Federal and provincial governments should create a plan to ensure 
that workers displaced from carbon-intensive industries experience just 
transitions into the greener economy, financed through carbon taxes. 
This fund should also double as a green stimulus fund when necessary.

Coupling environmental taxation with future stimulus needs is a 
promising way to convert the economy to a more sustainable one 
while protecting against future downturns. For this to work there needs 
to be large scale buy-in from the public. It is, therefore, essential to 
ensure that displaced workers experience just transitions into the new 
jobs of the future. Change can occur without the cost being incurred 
disproportionately on the backs of these workers. As previously 
indicated, unions have played a strong role being both the voice of 
workers and their successful advocate in environmental agreements.

Recommendation 19

Federal and provincial governments should create a longer-term 
approach with a stronger and more formal role for unions and civil 
society, beyond that of consultation and making recommendations.35

Long-term planning is not limited to environmental considerations. There 
is significant reason to believe that major changes are not only underway, 
but that they may in the not so distant future produce a radically different 
economy with major implications to employment and inequality. 

35 this recommendation can stand alone, but would fit even better in the modern industrial strategy framework. 
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Preparing  
for the Future

INEquALITy HAS Been growing for four 
decades. The factors that lead to growing 
inequality are deeply entrenched in our 
political and economic institutions. It is, 
therefore, easy to predict that, into the 
foreseeable future, inequality will continually 
worsen. Looking somewhat further ahead, 
to the decades to come, our vision is not as 
clear. Will we successfully address inequality? 
If not, what will the future look like?

In terms of scope, there is considerable 
evidence that the period we are going 
through resembles the Industrial Revolution. 
We cannot be timid about recommending 
big changes. In the past, the benefits of 
the Industrial Revolution were not shared 
because of some trickle-down effect or 
philanthropist movement amongst the 
elite. Instead, inequality will be fought 
through the creation and proliferation of 
radical institutions. People fought for and 
won electoral democracies to politically 
empower, people created and joined unions 
to financially empower, and in time life got 
better for everyone. Looking into the future, 
we need to first recognize the scope of the 
challenge and then build institutions, change 
laws and empower people in ways that seem 
radical. Our grandparents did it for us, it’s 
the least we can do for our grandchildren.

This section demonstrates that large- scale 
changes on the scope of the Industrial 
Revolution are occurring but the factors 
which reduced inequality do not seem to be 
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on the horizon. Potential consequences are also considered and finally 
potential solutions offered.

Like the Industrial Revolution,  
but Without a Reduction in Inequality

The idea that we are going through a new industrial revolution 
may seem hard to believe, but the writing is on the wall. A defining 
characteristic of the Industrial Revolution and the uS’s gilded age was 
that economies grew but benefits were not shared. Instead inequality 
was allowed to skyrocket, so a few got very rich while most were left 
behind. According to the Crafts-Harley estimates, in Britain from 1780 
to 1840, real wages of workers increased by only 12%. During the same 
period productivity per worker increased by 46% (Allan, 2009). The 
lion’s share of the benefits clearly went to the capitalist classes rather 
than workers, a trend that is also evident today.

These numbers do not tell the full story. The increase in real wages 
may suggest some progress, albeit minor, but the period saw a shift 
from agrarian to industrial work, and that came at a price. Industrial 
workers earned their pay by working longer hours, working in worse 
and more dangerous conditions than their rural agrarian counterparts 
(Lindert & Williamson, 1983; Crafts, 1997). It was not until the 1840 
to 1900 period that workers’ wages were coupled with increases in 
productivity. Output per worker increased by 90% and real wages by 
123%. Life improved for more than the richest. 

The causes of the income growth of the working class at the time stem 
from a number of factors. Inequality was not substantially reduced, 
however, until labour unions proliferated and Labour Party governments 
introduced policies that improved living conditions, such as more 
progressive taxes and increased redistribution (Justman & Gradstein, 
1999). The democracy and union effect coupled with technological 
advancement made life better for everyone. 

The same trend can be observed during America’s gilded age. 
Industrialists at the turn of the 20th century made incredible wealth as 
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the American economy grew, leaving workers behind to take a small 
fraction of the benefits. Further, hours were long and jobs dangerous. 
These conditions gave rise to unions, their proliferation a driving force 
behind the Progressive Era and New Deal which saw workers gain rights 
and improved wages (Milkman, 2013). 

The decoupling of labour wages and productivity as well as growing 
inequality are markedly similar to the current economic climate. 
However, we have already had 40 years of stagnation or limited 
growth for those at the bottom of the social hierarchy, and there are 
indications that these trends will only continue. There has been no 
reduction in inequality as seen in previous eras. In fact, the wealthiest 
have benefited from the Great Recession and inequality has increased. 
This new industrial revolution is occurring at the expense of a largely 
stagnant working class that is at risk of not returning to a greater state 
of equality.

Like the industrial revolution, technology is a driver, at least in part. 
Automation has continued to replace labour as attempts are made 
to increase productivity and efficiency by automating work. Artificial 
intelligence (AI), once the purview of science fiction, now significantly 
increases the range of automation. Self-driving cars and automated 
warehouses demonstrate a widening range of potential job replacement. 
Computers defeat the best human players at Chess, Go and Jeopardy! 
In time, AI will automate and replace even white-collar workers in jobs 
that previously were not threatened. In other words, few jobs will be 
safe. Estimates now suggest that AI will be capable of outperforming 
humans at most tasks by 2060 (Grace, Salvatier, Dafoe, Zhang, & Evans, 
2017).  To be clear, that includes complex surgery. Even the engineers 
creating new AI will someday likely be replaced with AI that can better 
create its own replacement.

For the short- to mid-term, AI will not be replacing surgeons, but 
computerization risks a considerable number of routine manual and 
cognitive jobs. Frey and Osbourne (2017) estimated that up to 47% 
of jobs in the uS will be threatened by computerized automation and 
likely replaced in the next two decades. This will not be due to their blue 
or white-collar status. Rather, it will be their distinction as consisting 
of routine tasks that will lend the jobs vulnerable to automation. The 
workforce will concentrate towards occupations not easily automated. 
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Frey and Osbourne note that high-paying jobs requiring considerable 
education are the least likely to be automated. Others, such as those 
in services and manufacturing—even those requiring considerable 
dexterity—are likely to be replaced.

We can certainly expect more jobs to be replaced with automation, 
computerization and AI over time. More and more workers will face 
choices between settling for wages less than the cost of automation 
or risk being replaced. More and more professional engineers will 
be required to develop these technologies, and these employees will 
command good wages for their labour. On the other hand, the people 
getting replaced will have to accept less or move to already crowded 
occupations where they have not yet been replaced.

In short, good paying jobs disappear and are replaced by service 
industry jobs which are not very good and, in turn, are being replaced. 
The effects of this process on bifurcation of wages can already be seen. 
In the long run, bifurcation of wages will almost certainly get worse. 

A Future Without Tackling Inequality

Beyond technological advancement and our knowledge from the 
Industrial Revolution, academics point to other large-scale problems 
associated with the continued growth of inequality. Streeck (2014) 
theorizes that capitalism is coming to an end. Across OECD countries, 
annual growth on average has fallen substantially. Liabilities as 
a percent of GDP are growing significantly. Gini coefficients and 
government debt as percent of GDP are both increasing, and tax 
revenue as percent of GDP is falling as is marginal income tax at the 
top. Streeck envisions the end of capitalism as a result of stagnation, 
oligarchic redistribution, plundering of the public domain, corruption 
and global anarchy. 

Piketty (2014) also articulates concern for the long-term viability of 
democracy and the economy if continued wealth inequality is not 
controlled. He predicts that wealth over time will simply generate 
wealth faster than productivity will grow. The rich have mechanisms 
that enhance their return on investments better than others (e.g., access 
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to the highest return investments and the best advisors). Productivity, 
on the other hand, requires increased education, skills training and 
investment in improved technology, all which take a long time. As 
a result, there will be massive concentration of wealth resulting in 
political and economic instability.

Alperovitz (2005) postulates that democracy and true freedom must 
crumble in the face of growing corporate power and influence. Others 
have gone as far as to predict marginal cost of productivity falling to 
zero, causing chaos in employment and income or an environmental 
collapse that creates massive scarcity in basic resources.

Each of their predictions on what the world economy will look like is 
an extension or extrapolation of their observations and data of recent 
trends. They come to different conclusions: the fall of capitalism, the 
loss of democracy and freedom, or the complete redefining of wealth 
ownership. However the future unfolds, change will, like it usually 
does, occur incrementally. AI will replace jobs slowly, not all at once, so 
the effects will likely follow slowly, too. This provides us with room for 
optimism. As problems develop, responses can begin in the short-term 
and solutions adjusted or scaled up as needed.

The recommendations already offered provide a solid base for reducing 
inequality and empowering people against those who benefit from it 
the most. Additionally, larger solutions may be required to cope with 
continued growth in inequality. Guaranteed annual income (GAI) is a 
possible long-term solution.  

GAI As a Complement to Strong Public Services

Canada and a handful of other countries are again experimenting 
with GAI. This is a cash transfer from government to citizens to ensure 
that everyone has enough income to meet their basic needs. Though 
there is considerable variation in how these programs, events suggests 
that they have been largely effective across countries. Lant reports that 
across countries, previous experiments found that participants increase 
in educational attainment, health clinic use, economic activity, basic 
living conditions, food sufficiency, housing, self-esteem and confidence 
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in the future while they decrease in hospital visits, poverty and crime 
rates (Lant, n.d.). 

Specific to Canada, an experiment conducted in Manitoba in the 1970s 
found much the same. Not only was it useful for improving lives, it was 
also found that GAI has the potential to significantly reduce health 
care costs by reducing hospitalization, particularly for mental health 
(Forget, 2011). In terms of reduced motivation to find work, a common 
concern, only two groups were less likely to seek employment. Teenage 
boys were less likely to drop out of high school and therefore less likely 
to work and single mothers were more likely to stay home and care for 
their children if they chose to do so (Leslie 2017). 

A GAI is not a silver bullet to cure poverty. The purpose of GAI is to be a 
major complement to existing programs. The need for such a program 
becomes more evident as inequality increases and work becomes more 
precarious.  unfortunately, conservatives have promoted it as a way 
to subsidize low wages and an excuse to eliminate public services and 
public sector jobs. It has also been used to promote workfare programs 
(Public Service foundation of Canada, 2016). It can, therefore, only 
be recommended in the context of a more comprehensive inequality 
reduction strategy and a well-funded public service.

At minimum, a Canadian GAI should be financed through a progressive 
tax system, be Canada wide and increase with cost of living, and not 
come at the expense of public services or used as motivation to cut jobs 
or income/benefits. Instead, it should complement the aforementioned 
recommendations and other policies meant to reduce income inequality.

Recommendation 20

Federal and provincial governments should develop guaranteed 
annual income programs focused on those with the greatest need. 
Best practices should be developed from those experiments leading 
to a scaling up of the programs over time.  

If in the long run labour productivity continues to decouple from 



66

real wages, then income needs to be distributed differently. This is 
particularly important in terms of predictions about future automation, 
computerization and AI developments. With a GAI, people without 
work can still create demand for the products they need to survive and 
producers will still have demands to meet. Motivation to find work or 
to invest in education also remains because any further earnings are 
not clawed back as they are with current unemployment programs. 
GAI also reduces inequality by ensuring a decent bottom for those at 
the lower end of the pay scale or facing precarious work or no work at 
all. The goal should be to expand the program to universal guaranteed 
income. This of course would require considerable investment of 
national resources, but such a future is possible and may be required.

Such large scale investment in redistribution, not to mention the cost of 
implementing previous recommendations, begs the question of how to 
finance such things. Here, two suggestions are offered. 

Progressive Taxation

The most obvious source of revenues necessary to finance the fight 
against inequality is a strong progressive tax system. There is certainly 
room to increase income taxes on high-income earners. An IMF report 
notes that there is room to increase the progressivity of the tax system 
across the OECD without concern for reductions in investment (2017). 
The reason that taxes are not higher for upper-income earners appears 
to be more strongly connected to their political clout. This fact is reflected 
in the massive decrease in income taxes for the top income brackets 
across the OECD which on average fell from 62% to 35% from 1981 to 
2015. Clearly, this was not driven by optimal tax considerations (IMF, 
2017).

Not only is there space for higher income tax progressivity, but it is 
also found to make people happier. Flavin, Pacek, and Radcliff (2011) 
find that life satisfaction is higher in countries with higher tax revenue, 
government consumption as share of GDP, social wage (average gross 
unemployment benefits) and welfare expenditure. These effects were 
not limited to the low or middle income groups suggesting that this is 
not merely causing happiness for those directly receiving the benefits. 
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Everyone seems to be happier. Oishi, Schimmack and Diener (2012) 
go a step further to find additional mechanisms. They find that there 
is a positive relationship between progressive taxation and reported 
well-being. This relationship is mediated through satisfaction with the 
delivery of public goods such as quality public transportation, education 
and health care. A more progressive income tax system that invests in 
public services will produce happier Canadians.

Recommendation 21

Federal and provincial government should increase the progressivity 
of their income tax regimes specifically to improve the delivery of 
public services and expand programs for redistribution.

Income is only half the battle. There has been an even larger growth in 
inequality of wealth. The inequality of wealth is actually much greater 
than income inequality. Most of the richest people in the world derive 
most of their earnings from capital rather than wages. Part of the 
reason is that capital is very mobile and can cross borders very quickly. 
As a result, countries have been pushed in a race to the bottom in taxes 
on capital in order to attract investment. 

Piketty (2014) argues that the effects of wealth inequality are worse 
than that for income. Wealth can be inherited and can be invested to 
self-perpetuate faster than people can generate wealth through labour. 
Through no effort, the wealthiest will get wealthier while everyone else 
works but does not keep up. Piketty’s solution is, of course, to tax wealth 
to prevent or at least control this effect. By taxing wealth, people will be 
more motivated to invest it in more productive places, rather than let 
it sit, so they can keep ahead of the tax. Further, the revenues would go 
towards financing better public services and redistribution mechanisms. 
Though it is a common suggestion to tax wealth, the unanswered 
question is how much. The answer may simply require a guess and 
check approach. For Canada, given the increase in housing costs in 
Vancouver and Toronto in particular, such a tax would not seem fair 
to homeowners who may be struggling to pay existing taxes on their 
home. A tax on wealth may be more appropriate, in this context, on 
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the wealth outside of the value of the primary residence.

Recommendation 22

The federal government should legislate a progressive tax on wealth 
that excludes value of the primary residence. A viable formula would 
be 0% for under a million dollars, 1% from $1 million to $5 million 
and 2% for over $5 million.36  

Enforcement

unlike previous recommendations, increasing taxation, on income but 
particularly wealth, requires not only consideration of the best tax rates 
but also the best compliance mechanisms. First, high-income earners 
are more likely than most to get, or disproportionately benefit from, tax 
breaks. It should come as no surprise that Alstadsaeter, Johannesen, 
and Zucman (2017) also find that tax evasion is high for top income 
earners. 

Some tax provisions are designed to reduce progressivity and need to 
be changed.  Currently there are a considerable number of loopholes 
specifically geared towards reducing the income tax of high earners. A 
comprehensive list is not possible here, but two examples illustrate the 
problem. 

For example, the capital gains tax exemption requires that only 50% 
profit gained from selling a house or stock is taxed. Likewise, if a 
company pays an employee with stock options, it is considered capital 
gains rather than income, so only 50% is taxed.37 

These are clear exemptions to income tax and noticeably ones geared 
towards the highest income earners. Top paid Canadian CEOs took tens 
of millions of stock options to avail of these loopholes.

36  these numbers are a suggested starting place from Piketty (2014). 

37  See http://www.taxfairness.ca/en for more detail.

http://www.taxfairness.ca/en
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Recommendation 23

Federal and provincial governments should close existing tax 
loopholes. Examples include the partial inclusion of capital gains 
and employee stock option loopholes.  Given that exploitation of 
such loopholes is a complex and dynamic process, identifying and 
closing them should be ongoing as well. 

A specific loophole that requires special attention is the exploitation of 
tax havens. According to Canadians for Tax Fairness, Statistics Canada 
reported that Canadians have invested $300 billion in these havens. 
These jurisdictions offer locations for rich people and companies to 
hide their assets to avoid taxes in their proper jurisdictions. In so doing, 
the home countries lose billions of dollars in tax revenues. 

The tax havens do this to become partial beneficiaries of the scam. They 
get away with it by claiming it is their sovereign right to set whatever 
corporate tax rate they would like. By arguing the protection of privacy, 
they attempt to legitimize their efforts to conceal the identity of people 
and companies. Larger home countries, in turn, often do nothing about 
this because their wealthy and powerful are profiting.

It is, therefore, necessary to have a long-term plan to shutdown tax 
havens, as difficult as it may be. Major economies like the united States 
and European union would need to agree together to do so. If they did, 
they would need to force the tax havens into compliance. Jurisdictions 
that are classified tax havens should face sanctions in excess of the 
benefits they gain from their dubious tax and privacy laws. 

The OECD has already identified the seriousness of this problem and 
put a framework in place to help alleviate it. The Action Plan on 
Base Erosion and Profit Shifting (BEPS) is meant to tackle some of the 
problems associated with cross-border taxation. It includes sections on 
easy disclosure of information rules and a host of strategies to combat 
tax evasion. 

Though Canada has signed onto this agreement, it should continue to 
advocate for even stronger measures. In particular, there needs to be a 
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stronger statement about penalties for noncompliance. The final BEPS 
report does encourage the development of financial and nonfinancial 
penalties, but it is not rich in detail (OECD 2015b). A good starting 
place would be to tie compliance with the most effective international 
agreements: trade agreements. A further concern is that the uS has not 
ratified it.

Recommendation 24

The federal government should advocate that compliance with 
international wealth tax law is a mandatory prerequisite for signing 
on to free trade agreements. If this proves to be ineffective, sanctions 
should be leveraged. To promote compliance where access to free 
trade is not adequate motivation, the Canadian government should 
then promote compensation for small jurisdictions overly reliant on 
revenues generated from their tax havens.

Proper wealth taxation requires improved access to information 
on individual wealth (Piketty, 2014). For proper assessment and tax 
collection, banks would be required to disclose to governments any 
information necessary to account for the assets held by individuals. 
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Going Forward

THE PRIMARy recommendation of this 
paper is to develop and maintain a 
pluralistic, modern industrial strategy. 
It is also necessary to develop a multi-
stakeholder institution to support and 
amend it over time as the world changes. To 
do this, past mistakes need to be avoided. 

In the 1980s, Canada did develop The 
Canadian Labour and Business Centre. It 
was a forum that brought labour, business 
and government together to have a 
discussion on common economic problems 
and to make recommendations to the 
government. It was not an effective forum 
for guiding Canada’s economy, which was 
beyond its mandate. The likely reason for 
its limited influence is that it operated 
from the early 1980s to the mid-2000s, 
a time when Conservative and Liberal 
governments were invested in neoliberal 
ideology and policy development. It 
lacked a government motivated to take 
its recommendations seriously unless they 
conformed to neoliberal ideology. 

To ensure an effective modern industrial 
strategy and supporting pluralist 
institution, a productive and supportive 
environment is necessary. ultimately, 
labour needs to be empowered to challenge 
neoliberal actors and ideas. 

To do this, the first step is to empower 
labour as a political actor by establishing 
a legislative framework encouraging the 
development of regional or sectoral unions 
that represent the growing numbers of 
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precarious workers. This would revitalize the labour movement, 
increase union density and empower labour. Most importantly, 
it would empower labour to re-emerge as a counterbalance to 
neoliberal actors and influences. Not only would labour have more 
power at the bargaining table, with increased numbers, it would 
significantly increase its appeal to centre and left political parties 
so they, in turn, would represent labour in general and precarious 
workers in particular. Parties and governments would be more likely 
to offer policies that attract the larger labour vote. From there, 
successfully implementing this paper’s recommendations becomes 
more probable.

As labour strengthens, policies develop which improve people’s lives 
without destroying the economy; the idea of a modern industrial 
strategy, developed and supported with a pluralistic foundation, 
becomes increasingly achievable. The neoliberal branding of 
industrial strategies, government intervention and economic 
planning as antithetical to development will lose credibility.

With such as strategy, supported by better policy and more diverse 
actors, long-term planning that prioritizes persistent sustainable 
and inclusive economic growth can be self-reinforcing. The problems 
of inequality today can be mitigated. Future generations can meet 
their challenges on the best possible footing, and if that future 
changes, they can be prepared to change with it in the best possible 
way. With a bit of luck and good preparation, destructive bifurcation 
of wages, collapse of economic productivity, loss of democracy and 
liberty, and environmental catastrophe can be avoided.

Recommendation 25

The federal government should create a National Advisory Council 
representing federal and provincial levels of government, labour, 
business, academic, Indigenous, environmental and other relevant 
actors from civil society to build a modern industrial strategy that 
focuses on the criteria listed in the introduction.  
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Recommendation 26

The National Advisory Council should meet regularly to assess new 
information and developments in the economy and environment 
so that policy is updated to fit with the strategy, and so the strategy 
itself is amended as needed to reflect changing or newly emerging 
human and environmental needs.

This paper was prepared for CLI/CMIS 

by Matthew Byrne, a PhD candidate at the 
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Appendix

Table 1:  
Country type, social mobility, inequality measures,  

and Union Density 

NOTE
Country classifications derived from Ahlquist and Breunig 2008. 
Iceland from Hall and Soskice (2001). Inelasticity from OECD (2015). 
Gini coefficients and union densities from OECD website and ICTWSS 
database. Social mobility from OECD. It should also be noted that the 
uS has a surprisingly small decrease in union density. This is because 
union density plummeted prior to 1985 and is therefore not reflected 
in the measure. In fact, the uS’s union density peaked in the 1950s and 
dropped over 15 percentage points since then.
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VoC= Varieties of Capitalism
LME = Liberal Market Economy 
CME = Coordinated Market Economy 
GCME = Group Coordinated Market Economy – Firms organize into groups around a central firm to better 
coordinate.
NCME = National Coordinated Market Economy – Wages are negotiated nationally.
SCME = Sectoral Coordinated Market Economy – Wages are negotiated by sector.
NC/C = not categorized or controversial 
Elasticity from 0 to 1, 1 being the most socially mobile in 2010; Gini coefficients from 0 to 1, where 0 is fully 

equal and 1 is maximum inequality in 2015. union density in percent.

Table 2:  
Country type, social mobility, union density,  

GDP growth, child poverty

NOTE
Same sources as Table 1. Child poverty from OECD; proportion from 
0 to 1. Child hope derived from interaction between child poverty and 
social mobility or Gini coefficients. 
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Special Cases:

uS: Often excluded from comparison, especially in the VoC literature 
because it is unique in a considerable number of measures.

Ireland: The combination of very low corporate tax and access to the 
European market incentivized high-tech companies to move there from 
the uS and Germany. It is either proof of LME superiorities or race-
to-the-bottom winners. The low development of indigenous firms and 
high foreign direct investment (FDI) suggests race-to-the-bottom. 

Japan: unique sub-type of CME. Its values on most measures are 
completely out of line with other CMEs and developed economies in 
general.
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