
1.  Facing Layoffs

Jobs with decent wages and working 
conditions should be a right, not a precarious 
privilege. Instead, workers are losing their jobs 
because of globalization, free trade, the high 
Canadian dollar, privatization, deregulation, 
and technological change. Many employers are 
choosing to:

n	�Introduce new technology requiring a change 
in work processes and workers’ skills.

n	�Relocate workplaces, usually to lower 
wage areas, often in other countries with 
lax employment laws and minimal worker 
protection.

n	�Close or partially close workplaces due to 
financial difficulties or changing employer 
priorities.

n	�Contract out services.

n	�Exploit migrant workers instead of upgrading 
skills and wage levels of workers in Canada.

n	�Takeover, merge and buyout workplaces with a 
resulting change in workforce requirements.

n	�Privatize public operations and services.

n	�Cut budgets.

The government’s role

These employer decisions have been made 
easier by government deregulation in many 
areas affecting the workplace, from employment 
standards to safety measures to the elimination of 
tariffs and other trade barriers. The net result is 
less demand for workers and their contribution to 
the economy.

Labour fights back

Labour fights for decent jobs, the protection 
of public services, better living and working 
conditions for all workers and their families. 
Canada’s demand for international workers 
should be met by reforming our immigration 
program: providing workers a path to citizenship, 
with workplace protections and the ability to 
exercise their rights.

Lobbying, workplace occupations, labour-
community coalitions, petitions and protests may 
all play a role in this ongoing fight. Part of this 
fight is pressing employers and governments 
to provide adequate and effective supports for 
workers who are laid off (known as labour 
adjustment programs). This package is one 
feature of labour’s efforts to assist unions and 
members facing layoffs. The current project 
also includes training materials on adjustment 
for union leaders and staff as well as adjustment 
committees (contact the CLC/OFL Labour 
Adjustment Working Group).
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This package introduces adjustment 
in a series of information sheets:

�Facing Layoffs1.	

�The Fight for Good Jobs2.	

Goals of Adjustment3.	

�Negotiating Job Protections and Adjustment4.	

�Early Warning Signs5.	

�First Things First6.	

�Adjustment Overview7.	

�Government Regulations and Programs8.	

�Labour Resources, Community Services, 9.	
Government Programs

�Labour-Government Guidelines for 10.	
Adjustment Programs

The Canadian Labour Congress Ontario Region 
and Ontario Federation of Labour through their 
Labour Adjustment Working Group have worked 
in consultation with affiliates to prepare this 
package.

Special CLC website: 
adjustment.ca

Facing layoffs? Downsizing? Expecting a closure 
or merger? When your workplace is changing, 
unions must act fast and effectively.

Adjustment.ca is the Canadian Labour Congress 
website on workforce adjustment, the place for 
local unions to get the basics on adjustment 
strategies. Examples, resources, related links and 
checklists will help equip you for the challenges 
ahead.

Find out how to:

n	�take the lead

n	�deal with government

n	�propose alternatives

n	�negotiate a package

n	�form a joint committee

n	�provide services

n	�fight back!
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2. The Fight for Good Jobs

Abridged from the OFL Policy Document, “The 
Fight For Good Jobs”, Executive Summary, 
2007 OFL Convention:

Global restructuring

Today we see continued economic growth, 
especially in countries such as China, India, 
Mexico, Brazil and others; economic 
restructuring involving out-sourcing and off-
shoring to the global south; increasing inequality 
between the richest and poorest; the rise of neo-
liberal policies with their emphasis on the private 
market; and the consequent cutbacks in public 
services, the demise of economic planning, 
public ownership and full employment policies.

At the same time, profound change is occurring 
in the global labour market that is more 
economically integrated than ever before. This 
global labour force has doubled in the past 20 
years. The struggle for jobs and decent work 
remains elusive for nearly a billion people 

around the world. There are also 1.4 billion 
people living on less than two dollars (US) per 
day.

Given the amount of outsourcing to countries 
in the world where production and labour 
costs are less, given the mobility of investment 
capital and phenomenal growth of the global 
workforce, there are serious challenges 
confronting collective bargaining and in gaining 
improvements in people’s standard of living.

Employer responses

Employers have responded to competitive 
pressures and tried to reduce production costs, 
circumvent unions, increase productivity, cut 
corporate taxes and erode public services for 
which workers have fought so hard.

Currently, there is a further way in which 
employers are cutting costs, that is by moving 
from full-time permanent work to various forms 

Almost 20% of Ontario’s manufacturing base has been lost since 2005 (to September 2008). Added 
to the loss of nearly 200,000 manufacturing jobs is the loss of almost 7,000 forestry-related jobs in 
Northwestern Ontario in the same period. These losses have been partially offset by growth in service-
sector employment. However, wages in the service sector are 30% less. Almost one in three Ontario 
workers has been forced to take part-time or temporary employment.

Labour’s policies on Employment Insurance, training, adjustment and employment services are placed 
within the context of an economic renewal strategy to create quality, full-time jobs. Labour’s analysis is 
featured here through selections from convention documents of the Ontario Federation of Labour and 
Canadian Labour Congress.
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of non-standard or precarious employment such 
as contract work, part-time work, casual work 
and self-employment. All of these forms of work 
enable employers to shift the financial costs of 
paying benefits and pensions to the individual 
rather than themselves. These jobs also generally 
pay less.

Statistics Canada’s 2006 survey of new jobs 
shows that almost two-thirds of them fit this 
category. This development has also led to an 
explosion of temporary employment agencies 
across the province. Thousands of women, 
immigrants and young people flood into these 
agencies hoping to find full-time work only to 
find that contractual arrangements between the 
agency and the client company prevent them 
from being hired full-time.

Crisis of employment in 
manufacturing

[In 2007], Ontario’s and Canada’s economy 
appears to be healthy. Yet, in the manufacturing 
core of the economy, tens of thousands of jobs 
have been lost and more layoffs and plant 
closures are expected as company after company 
announce that they are “restructuring,” 
“downsizing” or “outsourcing.”

Since the peak of manufacturing employment 
in November 2002, until February 2007, 
Ontario has lost 141,600 manufacturing jobs, 
approximately one in eight jobs. [From 2005 to 
September 2008, almost 200,000 manufacturing 
jobs have been lost.] Nearly all of these 
job losses are permanent. This crisis in the 
manufacturing sector has major implications, not 
only for the workers losing their jobs but also 
for the economic base of social services. Hence, 
communities across the province will suffer.

Rather than responding to this crisis with direct 
assistance, governments at both the provincial 
and federal levels are promoting policies 
which exacerbate the difficulties. Two ominous 
examples are, first the federal/provincial 
governments’ Temporary Foreign Workers 
Program (TFWP). This program is designed to 
alleviate the alleged shortage of labour in Ontario 
and Canada by side-stepping immigration and 
tying new entrants to a particular employer upon 
which they will be dependent to maintain their 
legal status. Employers will, as they have with 
agricultural workers for decades, have the power 
to deport such workers should they find them 
“unsuitable.”

The second example involves the governments of 
British Columbia and Alberta who have signed 
an inter-provincial free trade agreement known 
as the Trade, Investment and Labour Mobility 
Agreement (TILMA).

These governments have invited Ontario and 
other provinces to join them in this agreement. 
The provisions of TILMA place serious 
constraints on government policy, law, regulation 
and action. In short, TILMA, like the TFWP, 
is designed to be another mechanism for 
deregulation and for diluting public policies, 
undermining the authority of government and 
weakening the strength of the labour movement.

Labour adjustment and training

A critical aspect of the mass job losses is the 
devastating impact it has on those affected. Lives 
are disrupted and financial losses put enormous 
strain on individual workers and their families. 
Statistics show that those who do find new 
employment often earn significantly less than 
they earned previously. There are a number of 
additional issues, including the erosion of 
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Employment Insurance to the point where a 
majority of unemployed workers no longer 
qualify, the wide array of bureaucratic hurdles 
workers face in attempting to gain access to 
training benefits, computer skills, literacy 
upgrading and high school equivalency. More 
protection is needed for workers facing 
adjustment.

The OFL calls on the government to implement 
a job strategy that promotes economic 
development, particularly in the manufacturing 
sector, and creates jobs. Our ideas for a job 
strategy need further discussion, debate and 
development by all of us. They include, but are 
not limited to:

developing strategies for offsetting the 77

impacts of currency fluctuations on the 
ability of manufacturers to operate in a global 
environment

levering more value-added and manufacturing 77

jobs from resource industries

introducing procurement strategies to further 77

industrial capacity and expand employment

implementing effective energy policies that 77

provide a stable and low-cost supply of energy 
to manufacturers and working families

linking climate change policies to job creation 77

in “green industries” and help existing industry 
transition to “greener production”

expanding worker-oriented education 77

and training provisions for authentic 
apprenticeships, skills upgrading, literacy and 
ESL training

expanding research and innovation so as to 77

raise productivity and further develop the 
capacities of the work force

introducing new legislation as part of a jobs 77

strategy, requiring corporations to justify 
shutdowns and major layoffs

creating a provincial training levy requiring 77

every employer not already investing in 
authentic apprenticeship, to contribute one 
percent of payroll into the fund. Employers 
who hire apprentices or pay into a union or 
union-employer administered training fund 
would be exempted.

establishing the position of a Jobs Protection 77

Commissioner to advocate for jobs

amending Employment Insurance so that more 77

workers qualify and so that pension income, 
vacation pay and severance are not designated 
as income for EI purposes

increasing union representation, including 77

part-time college instructors and agricultural 
workers, to assist in a jobs strategy to both 
create jobs and to ensure that such jobs are 
good and secure

Jobs and the Manufacturing and 
Forestry Crisis

Abridged from the resolution adopted by the 25th 
CLC Constitutional Convention, 2008:

The Canadian Labour Congress calls for a major 
shift in government policies and programs 
to recognize the strategic importance of the 
manufacturing and forestry sectors to the future 
of good jobs in both the public and private 
sectors. These policies must include:
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a realistic exchange rate for the Canadian 77
dollar 

an end to trade deals that give global 77
corporations priority over the interests of 
working people and produce unbalanced trade 
outcomes

procurement policies to ensure that purchases 77
by all levels of government are sourced in 
Canada to the maximum possible extent, 
beginning with an immediate demand for 
majority Canadian content for all transit 
vehicles and moving on to other manufactured 
goods as well as services

a ban on log exports, restrictions on the export 77
of unprocessed resources, and support for 
higher value-added resource processing in 
Canada, including by reversing the decision 
to build the Keystone pipeline to export raw 
bitumen to the US from the Alberta tar sands

effective regulation of foreign investment, 77
mergers and take-overs so as to preserve and 
create jobs

direct government financial support for new 77
industrial investment and sector development 
strategies, and tying corporate tax incentives 
to enforceable commitments to create and 
maintain good jobs

legislation requiring justification of major 77
layoffs and shutdowns, and funding of a Jobs 
Commissioner office with the power and 
resources to stop and mitigate layoffs

enhanced unemployment benefits77

adequate training and transition programs 77
to assist Canadian workers who are losing 
jobs, and effective workplace and community 
adjustment programs
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3. Goals of Adjustment

Job loss brings loss of livelihood, separation 
from the work and union family, anger and fear. 
Job loss may bring a possible move from the 
community to a job that too often pays lower 
wages and benefits. This is not an individual 
problem. Job loss is determined by economic and 
political forces beyond an individual’s control. 
Job loss therefore requires collective responses 
and actions. Employers and governments have 
an obligation to provide a range of resources and 
supports for effective adjustment services.

Where layoffs cannot be prevented, unions try 
to help workers in ways that are accessible, 
sensitive and labour-centred. Workers need 
assistance in the difficult task of finding new 
employment or accessing training. This is 
especially true for immigrant workers, older 
workers, women workers, workers of colour, 
disabled workers and workers in non-urban 
areas.

Early intervention – acting before the layoff 
actually occurs – is of proven benefit. Access to 
services and information right away means better 
choices. The sooner the adjustment process can 
get under way, the better the chance of success.

v	�A union approach to adjustment seeks to find 
jobs with comparable wages and working 
conditions to the job that was lost. Unionized 
employment – or the opportunity to unionize 
– is critical.

v	�A union approach to adjustment is sensitive 
enough to recognize the diverse needs of the 
membership, and flexible enough to meet the 
diversity of needs.

v	�A union approach to adjustment is relevant 
to all the members, regardless of their age, 
gender, seniority, and skill level.

v	�A union approach to adjustment recognizes 
members speak different languages and have 
different cultural backgrounds.

No matter how small or large the layoff, every 
member’s individual needs should be identified 
and addressed.

Our goal is to help workers make the transition 
toward “what’s next.” This varies from one 
worker to another. For most, a new job is an 
urgent priority. Union supports and efforts for 
government and employer support include:

n	�Job placement within the sector or in another 
sector, preferably unionized

n	�Funding or assistance for job relocation

n	�Measures to help workers make a successful 
transition to a new job

n	�Retirement with no loss of benefits

n	�Access to relevant and high quality training 
that leads to suitable new employment

n	�Negotiated severance packages above the legal 
minimum and other special allowances for 
training, health and welfare, etc.
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Unions and central labour bodies (Ontario Federation of Labour and Canadian Labour Congress) have 
adopted many resolutions on Employment Insurance, training, adjustment and employment services. 
Labour’s views are placed within the context of an economic renewal strategy creating quality, full-
time jobs. (See section 2: The Fight for Good Jobs)  Together these resolutions outline labour’s agenda, 
and include key principles and demands such as:

3	�We believe all residents of Canada are entitled to 
public, accessible and high quality employment 
services including unemployment insurance, 
welfare (without workfare), employment 
counseling and other adjustment services.

3	�Unions fight to ensure that rights to literacy 
and upgrading, public education, training and 
employment services are universal, that is, 
accessible to all, regardless of age, gender, 
race, ethnicity, disabilities, sexual orientation, 
financial circumstance, work situation or 
citizenship status and that they are transferable 
and portable across Canada – including the 
recognition of international credentials.

3	�The primary responsibility for the funding of 
education, training and employment services 
must remain with governments. We believe the 
federal government should have a key role in 
the training and employment services sector 
and should not abandon its responsibilities in 
this area.

3	�We believe that public institutions should be 
the primary deliverer and preferred means of 
training, education and employment services. 
Funds must be made available to ensure 
the continuing strength of public education 
institutions and government programs in these 
areas. We are opposed to private-for-profit 
education, training and employment services 
and these kinds of services will not, except 
in extreme circumstances where there is no 
alternative, be used by the labour movement.

3	�Legislation should require a minimum 12 
months’ notice for all workplace closures and 
major layoffs, require the establishment of 
labour-management adjustment committees 
and obligate employers to negotiate and 
finance adjustment. All employment programs 
operated by government should be available 
to workers under notice of layoff, including 
training insurance.

3	�Literacy and skills training should be included 
as an Employment Insurance entitlement for 
both employed and unemployed workers, just 
as EI is provided for unemployment, maternity, 
parental leave, sickness and compassionate 
care.

3	�EI and adjustment programs should support 
the reintegration of older workers into the 
workforce, and include bridge benefits to 
retirement. Older workers should be entitled 
to a year and a half of benefits. In addition 
to longer benefit periods, the worker’s years 
in the workforce should be used to guarantee 
access to EI benefits.

3	�Reduce the number of qualifying hours to a 
uniform 360 for all EI benefits. Increase the 
level of weekly EI benefits paid to at least 
66.67% of the best 12 weeks of earnings. 
Extend the benefit payment period from the 
first day of layoff up to 50 weeks. Do not 
allocate pension income, vacation pay and 
severance as income against EI benefits.

3	�Provide two weeks severance pay for every 
year worked to all terminated workers.
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4. � Negotiating Job Protections 
and Adjustment

Negotiating job protections and security includes 
a range of options:

n	�no layoffs while the agreement is in effect

n	�alternatives to layoffs

n	�shorter work time (restrictions on overtime; 
reduced work weeks)

n	�eliminating contracting out; pursuing a 
“contracting-in agenda”

n	�converting contract or temporary workers to 
permanent status after a designated period of 
employment

n	�eliminating use of temporary contract workers 
from employment agencies

n	�increasing access to training; recognition of 
international credentials and work experience 
from outside Canada

There is no legislation in Ontario that requires 
employers to participate in adjustment. 
Many unions try to negotiate an employer 
commitment to adjustment into their collective 
agreements. Negotiating such clauses also builds 
awareness at the local level of the importance of 
preparedness.

Language on adjustment can ensure the employer 
will:

n	�give advance notice of layoff or closure

n	�set up and commit funds and time for training 
for an adjustment committee

n	�commit funds toward the adjustment process

n	�negotiate a close-out agreement addressing 
such issues as extended benefits, pension and 
severance provisions

n	�commit funds to training and upgrading

Bargaining adjustment dollars and services into 
the contract ensures their provision and also 
helps avoid over-dependence on government 
funding. You may also be able to initiate 
programs at an early stage when activities 
are ineligible for government funding. When 
successful, bargained provisions can extend the 
scope for adjustment considerably beyond what 
is available through government programs.

Often though, negotiating an adjustment 
package takes place when a layoff or closure 
is announced. For sample adjustment clauses 
in the areas of benefits, pensions, severance 
and adjustment programs, see the special CLC 
website adjustment.ca
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A worker-centred adjustment package 
includes:

n	�layoffs to occur on a voluntary basis

n	�layoffs by seniority

n	�a timetable for layoffs

n	�bumping rights

n	�retention of seniority

n	�severance pay above the minimums required 
by the Employment Standards Act

n	�notice, or pay in lieu of notice above the ESA 
minimums

n	�early retirement provisions

n	�pension improvements

n	�supplementary Employment Insurance benefit

n	�a dispute resolution mechanism

n	�education/training with pay

n	�a union-only or joint adjustment committee

n	�employer funding for adjustment services, 
including an action centre

n	�access to individualized adjustment services 
through the work of the adjustment committee, 
including:

	 o	�needs assessments

	 o	�counseling

	 o	�financial planning

	 o	�training and retraining

	 o	�language upgrading as well as basic skills 
and literacy

	 o	�job search and placement assistance

	 o	�assistance with applying for Employment 
Insurance

	 o	�other needed services as identified by your 
members

n	�use of peer helpers wherever possible

n	�time off for participating in adjustment 
services and job search

n	�resolution of any outstanding grievances or a 
mechanism for doing so

n	�payment of all outstanding amounts owed

n	�flexibility in the form and timing of any 
payments

n	�positive letters of reference for all affected 
workers

n	�possible protection of certain job categories

Remember that the provisions of employment 
standards and other legislation represent the floor 
and should be accepted as sufficient only if all 
efforts to negotiate improvements fail.
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5. Early Warning Signs

Unions try to prevent layoffs through job 
retention, conversion and creation strategies. 
Long before layoffs become an issue, unions 
try to include job protections as part of regular 
bargaining.

Identifying early warning signs of layoff or 
closure can help unions launch a proactive 
response, including:

n	�coalition building, lobbying and political 
action to protect jobs and prevent layoffs and 
closure and press governments to act to save 
jobs

n	�bargaining efforts to reduce contracting out, 
reduce work time, facilitate possible early 
retirement options

n	�imposing requirements on the employer to 
consult and work with the union

n	�bargaining further commitments from the 
employer for job retention and adjustment

Some unions lobby for a new purchaser or 
consider worker ownership as an alternative 
to closure. This is particularly so when the 
closure of the major employer will severely 
impact the community as a whole. Unions 
recognize that the potential success of such 
efforts is directly affected by the economic 
factors leading to the closure, the availability 
of capital, and the level of cooperation (or 
hostility) from the employer.

What to watch for

In the public sector, government policies, 
decisions and budgets need to be continually 
monitored. In the broader sector, danger signs 
include such things as new Board members in 
non-profit agencies who are pro-privatization.

In manufacturing and some other industries 
in the private sector, the following checklist 
outlines signposts of trouble.

Mismanagement. Poor quality control. Bad 
labour-management relations. Marketing errors. 
Incompetent new supervisors. Nepotism, 
cronyism. Irregularities in promotions.

Management Instability. Poor treatment by 
corporate parent with poor managers. Turnover 
of plant manager, labour relations positions. 
For example: Canadian managers replaced by 
American in branch plant. New “consultants” 
directing staff.

Inadequate Research and Development. Poor 
product design. Failure to develop new products, 
new manufacturing processes. Losing ground to 
other companies in product design and quality. 
Lack of research to cut energy costs, overhead 
and inventory.

Physical Plant. Old building. Multiple stories. 
Physical design limits efficient production, rules 
out expansion.
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Unidentified Visitors / Cosmetic Improvements. 
Equipment or building being surveyed or 
appraised. Cosmetic improvement such as office 
spruce-up, landscaping. “Consultants” or other 
visitors the employer won’t identify.

Declining Sales. General trend of decline. Drop 
in market share. Loss of major customers. 
Reduced sales staff. Trend counter to (or worse 
than) rest of industry.

Declining Employment. Long-term pattern of 
permanent layoffs. Specialty job positions being 
eliminated through attrition, with work being 
contracted out. Several job classifications being 
combined into one classification, reducing the 
number of positions.

Business Climate. Management complaints 
about taxes, energy prices, unions. Change in 
government regulation/deregulation, legislative 
environment, government attention.

Changes in Land Use. Rising land values, land 
development in the area. Neighbouring plants 
being sold and converted to non-manufacturing 
uses. Zoning changes.

Unusual Bargaining Positions. Severance 
pay offered. Heavy backloading of raises. 
Management asking for shorter or longer contract 
than usual. Long-term pattern of employer 
demands for concessions.

Industry / Sector. Supplier of raw parts or 
materials to an industry affected by closures. 
Industry undergoing restructuring.

Environmental Questions. Affected by new 
environment regulations. Changes in waste 
disposal to save money by taking shortcuts.

Ownership: Duplicate Capacity. Branch plant. 
Related plant(s) with ability to make same or 
related product. Movement of least-skilled work 
begun. Too much capacity.

Ownership Problems. Conglomerate owner. 
Change of ownership, new investment strategy. 
Merger or acquisition. No successor for aging 
owner.

Disinvestment. Lack of equipment, inadequate 
maintenance. Machinery not competitive. 
Change in upkeep. Profits used to improve or buy 
other plants. Excess dividends.

Removal of Equipment. Major pieces being 
shipped out or sold. Movement to a twin plant or 
selloff to a competitor. Loss of key equipment or 
minor pieces.

Increase in Security. No satisfactory explanation.

Cash Crunch. Supplies arriving COD. Shortages 
in supplies hurting production. Paycheques 
bouncing. Layoffs caused by cash shortage rather 
than slack work.

Sudden Changes in Management Behaviour. 
Trampling on contract. Odd new “Mr. Nice Guy” 
actions. Actions by managers indicating they 
won’t be staying long.
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6. First Things First

Local committee members often ask: where do you start when the employer announces a mass layoff or 
closure? It’s critically important to act when notice is given.

As soon as there is an official 
announcement: 

n	�Contact your rep, your union’s regional or 
national office.

n	�Start to consider the union’s political 
options: what kind of fightback strategies and 
community connections are possible?

n	�Get word out to your members that the union 
executive is aware of the situation and is 
dealing with the adjustment.

n	�Let your district labour council know what is 
going on.

n	�Start to set up a union-only committee to 
manage the union’s role in the adjustment.

Within the first 24 hours:

n	�Gather as much information about the situation 
as you can. You may need to meet with the 
employer to get more information. You need to 
know:

	 o	�who is affected

	 o	�how many are affected

	 o	�what they have been told

	 o	�what terms are on offer

	 o	�how much time you have before the layoffs 
begin

n	�Don’t commit to anything until you have had 
time to carefully review all of the information 
and strategize with others.

n	�Review your collective agreement and note 
which provisions apply. Be sure to look at 
notice, severance pay, and layoff clauses. 
If time permits, also read the clauses on 
pensions, early retirement, and other related 
issues.

n	�Look for ways to delay the process. Time is 
a valuable commodity in layoff and closure 
situations.

Start:

n	�Putting together a list of improvements you 
would like to make.

n	�Getting the names and contact information of 
all employees.

n	�Collecting information about your members’ 
immediate needs, noting members who may 
face barriers due to age, language, disability, 
culture, gender.

n	�Collecting information about the resources 
available. There are people and materials 
available from other unions, labour councils, 
labour community services programs, the 
community, and others to help you with 
handling the adjustment process.
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n	�Developing a communications plan. Consider 
writing a simple one-page flyer or other 
communication tool to let your members 
know you are working on their behalf. 
Consider calling an information session. 
Include what workers can do and how they 
can help each other as well as ideas for local 
resources.

n	�Identifying the government representatives 

who will act as your link to the appropriate 
government departments. If you have difficulty 
getting a response, contact your provincial and 
federal MPPs and MPs and ask them for help 
in getting things going.

n	�Getting advice from other unions who have set 
up adjustment programs. Contact your union’s 
representative on the CLC Ontario/OFL 
Labour Adjustment Working Group.

When a company cannot pay its bills, it can 
declare itself (or be declared) bankrupt. The 
assets of a bankrupt company are sold off and 
the proceeds used to pay creditors. This process 
(including the process within which the various 
creditors fight over who gets what share of the 
corporate remains) is governed by the federal 
Bankruptcy and Insolvency Act.

The impact of a bankruptcy on employees of 
the bankrupt company can go beyond the loss 
of their jobs. There may be unpaid wages or 
benefits. Workers may get help using the Wage 
Earner Protection Program (WEPP).

Won with strong advocacy from the labour 
movement, the WEPP provides eligible workers 
their unpaid wages and vacation pay that they are 
owed when their employer declares bankruptcy 
or is in receivership. Workers need to apply 
through Service Canada. The maximum pay 
is around $3000 (four times the Employment 
Insurance average weekly wage). WEPP does not 
cover severance, termination pay or employee 
benefits. 

Workers who do not qualify for the WEPP may 
be able to pursue their wage claim through the 
Bankruptcy Act. The Act gives higher priority 
(ahead of secured creditors) for claims of unpaid 
wages and vacation pay (up to a maximum 
$2,000 per individual, which may fall short of 
full recovery). The Act also gives higher priority 
to unremitted pension contributions.

In addition, corporate directors can be held 
personally liable under employment standards 
legislation for up to six months of unpaid wages 
and certain other amounts.

A bankruptcy can affect earned pension 
benefits, particularly if the pension plan is not 
fully-funded at the date of wind-up. Funding 
to pay off the pension deficit is a low priority 
(beyond regular, but unremitted, contributions) 
in bankruptcy proceedings. The wind-up of an 
underfunded pension plan may mean that earned 
benefits have to be reduced. For workers in the 
Ontario jurisdiction only, the Pension Benefit 
Guarantee Fund (with limits) may provide 
relief, and stop or limit benefit reductions. If 
there is a surplus in the plan on wind-up, it may 
be possible through negotiations for affected 
workers to share in the surplus.

A company with financial problems may also 
seek protection from its creditors under the 
Companies’ Creditors Arrangement Act (CCAA), 
which allows it to keep operating while it 
tries to reorganize and cut deals with creditors 
to reduce its debts. A company operating 
under CCAA protection cannot renounce its 
collective agreements, but it can try to negotiate 
changes – under the threat of bankruptcy and 
a full shutdown of the business. CCAA does 
not relieve a company of its pension funding 
obligations.

CCAA Protection and Bankruptcy 
Wage Earner Protection Program (WEPP)
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