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Why has the gender wage gap narrowed?
Marze Drolet

The gender gap in hourly wages narrowed between the late 1980s
and the late 2000s. This article analyses the narrowing wage gap
according to the changing characteristics of men and women in
paid work, the changes in pay received for those characteristics,
and the extent to which who works in cach period affects the
results.

Seniors’ self-employment
Sharanjit Uppal

A substantal proportion of working seniors are self-employed.
This article uses census data to study self-employment among
senior men and women. Trends in self-employment rates and
categories are presented, along with occupational and industrial
profiles. In addition, 2006 data arc used to study factors associated
with self-employment.

Retirement, health and employment among
those 55 plus

Jungwee Park

This study examines four distinct states of retirement among older
Canadians: fully redred; parually retired; previously retired but
returned to work; and never reured. Using the 2009 Canadian
Community Health Survey (CCHS) — Healthy Aging, it presents
the socio-economic characteristics of each group, and discusses
their differing work patterns and health.
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39 Inside the labour market downturn
Jason Gilmore and Sébastien LaRochelle-Cité

The Canadian labour market recently expetrienced its most significant
downturn since the 1990-1992 recession. Although employment
rebounded more quickly than during the downturns of the early
1980s and early 1990s, the number of individuals without a job
remains significantly higher than at the beginning of the downturn.
This article investgates how various categories of non-wotkers grew
in the past two years. It also discusses alternative measures of
uncmployment that include some of these categories in the
calculations. Several of the alternative measures also include part-
time workers who would prefer to work full time.
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In this issne

B Why has the gender wage gap

narrowed? e p.5

The gap in pay between men and women can be
examined in a2 number of different ways. Many
studies focus on the earnings gap—the difference
in the amount of pay received weekly or yearly.
Yet men and women, on average, work a different
number of hours in these periods. To account for
the difference in working time, this study focuses
on the wage gap—the difference in the amount
of pay received per hour of work.

The gender gap in hourly wages narrowed by 7.6
percentage points between the late 1980s and the
late 2000s. This study attributes the narrowing wage
gap to three key factors,

First, the growth in women’s relative wages
outpaced that of men. This implies that the changing
composition of the labour force and changes in
how the labour market compensates workers
plaved a role in narrowing gender wage gap.

Sccond, men and women entering today’s labour
market are more alike in terms of characteristics
and wages than they were in the past. Thus as
younget workers ‘replace’ older workers, the wage
gap declines simply because the gap is smaller in
the new cohorts than in those that preceded them.

Third, part of the decrease in the gender wage
gap is related to the fact that men and women’s
wages did not diverge as they aged to the same
extent as in the past.

Seniors’ self-employment . P 17

The self-employed comprise a substantal pordon
of the employed labour force among seniors.
Among those who had a job in 2006, 44.1% of
men and 28.6% of women were self-employed.

Statistics Canada — Spring 2011

The majority of self-employed seniors were
unincorporated. About two-thirds of self-
employed men and three-quarters of self-employed
women did not own a separate business entity,

One-third of self-employed men were in primary
goods and one-third of self-employed women in
consumer services industries. Self-employed seniors
were also concentrated in a few occupations. The
most frequently reported occupation was farmer
or farm manager, accounting for 24.2% of self-
employed men and 17.2% of self-emploved
women.

Senior men and women with higher family income
from sources other than individual employment
carnings were more likely to be self-emploved as
opposed to being paid employees.

Seniors who had another self-employed family
member were more likely to be self-employed
themselves than those who had another family
member working as a paid employee.
Immigrants who arrived in the preceding 10 years
were less likely to be self-employed than more
established immigrants or the Canadian-bom.
Those with actuivity limitations were more likely to
be self-employed than senior workers who
reported no limitations.

Retirement, health and employment
among those 55 plus e P29

This study examines four distinct states of retirement
among Canadians age 55 and older: fully retred;
partially retired; previously retired but returned to
work; and never retired.

Perspectives on Labour and Income / 3




Highlights

Almost 60% of the fully retired belonged to the two
lowest income groups compared to less than 30%
of those who had never retired. Retirees also
repotted poorer health than other groups even atter
controlling for age differences.

The partially retired were the most likely to report
that they retired because they were financially able to
do so. Accordingly, two-thirds of the partally re-
tired worked less than 30 hours per week compared
to 11% of the never-retired and 22% of returnees.

Those who had returned to work were the most
likely to be in the top income bracket, corresponding
to their high average level of education. Neverthe-
less, one-half reported that financial considerations
contributed to their decision to return to work.

Almost 40% of never-retired workers reported that
their financial plans for retirement were less than
adequate. A larger proportion of this group still had
a mortgage on their homes compared to the fully
and partally retired.

Immigrants and visible minorities were over-repre-
sented in the never-retired group.

Inside the labour market
downturn e P 39

The Canadian labour market lost more than
400,000 jobs during the first 12 months of the
recent downturn.

Although initial job losses were steeper in the recent
downturn, employment rebounded earlier than in
the downrturns of the 1980s and 1990s.

As in previous downturns, the number of working-
age people without a job increased. Between
October 2008 and October 2010, the number of
non-workers increased by 800,000. Increases
occurred in both the unemploved population
(341,000) and individuals not participating in the
labour force (458,000).

Changes in the unemployed population were not
just due to layoffs. Although the number of layoffs
increased by 30% over the period, other categories,
like new entrants and re-entrants coming back after

4 / Perspectives on Labour and Income

a period of labour market inactivity, also increased
(33%). In the previous downturns, layoffs made
up a larger portion of the unemplovment increase.

The growth of the non-participant population was
mainly attributable to increases in the number of
students and, to a lesser degree, the number of
seniors. Although the number of discouraged
searchers increased, that group consistently
represented less than 1% of non-participants.

Even though employment rebounded sooner than
in carlier downturns, the number of individuals
who worked part time but who would have liked
to work full time increased by 20% over the
period. As of October 2010, the Canadian labour
market still had 113,000 fewer people working
full ime than in October 2008.

Alternative measures of unemployment that
incorporate discouraged searchers, the marginally
attached and involuntary part-timers can be
calculated. Regrouping these three populations with
the unemployed population would boost the
unemployment rate by about 25%, but would
produce a rate moving in tandem with the standard
unemployment rate.

What’s new? .. P63

From Statistics Canada

Cohort differences in education and earnings of
childhood Immigrants

Highly cducated immigrants in the Canadian and
U.S. labour markets

Paid work among women in Canada

Survey of Household Spending

Labour productivity in the provinces and territories
From other organizations

Who creates jobs? Small companies or young
companies?

Trends in U.S. hours and the labour wedge
Upcoming events

From data to decision-making: Socio-economic
conference
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Why has the gender

wage gap narrowed?

Marze Drolet

he fact that men continue to earn more than

women is not new but it is an issue that

demands frequent re-examination. The female-
to-male earnings ratio—based on the annual earnings
of full-year, full-ime workers—has held steady at 0.72
since the early 1990s (Statistics Canada 2009). This
contrasts with the preceding 20 years during which
there was a steady, if modest, narrowing of the eatn-
ings gap (Baker et al. 1995). Does this mean that
progress towards equal pay has stalled?

Restricting male~female comparisons to full-year, full-
tume employees does not ensure that equal quantities
of work are being compared. That requires a measure
that includes both pay and a precise unit of work:
hourly wages. On an hourly wage basis, the gap in pay
between full-time women and men closed by more
than 5 percentage points from the eatly 1990s to the
late 2000s (Baker and Drolet [forthcoming]).'

The main purpose of this artcle is to examine the fac-
tors that contributed to the narrowing of the wage
gap (see Data sources and definitions). This article first
shows how the relative position of women in the
labour marker has changed since the 1980s. Next,
changes in the wages among men and among women are
examined before changes in the wage gap besween men
and women are addressed. The core analyses estimate
the effects of changes in the relative characteristics of
male and female workers, the compensation they
receive for these characteristics, and labour force par-
ticipation relative to the evolution of the wage gap.
Finally, whether the changing labour market participa-
tion of women affects measurement of the wage gap
is addressed by way of a selection model.

Women in the labour market

Of women between the ages of 25 and 34, 4 out of 5
participated in the labour market in 2009. That year,
women accounted for just over one-half of all

Marie Drolet is with the Social Analysis Division. She can be
reached at 613-951-5691 or marie.droleKQ@ statcan. ge.ca.

employees. But it is the changing reative position of men
and women in the Canadian labour market that can be
linked to shifts in their labour market outcomes
(namely wages).

Job tenure is a case in point. The gender difference in
‘in-progress™ job tenures fell from 33.1 months in
1978 to 6.7 months in 2008 (Chart A). This is due to
an increase in average tenure among women: from
68.1 months in 1978 to 92.7 months in 2008—a dif-
ference of about 2 years. Alternatively, women were
more likely to be in jobs that just started (1 to 3 months
tenure) than were men until the early 1990s. After that
point there was no appreciable gender difference in
the proportion of new starts (Chart B).

The educational attainment of women has been rising
in recent decades and now surpasses that of men
(Chart C). For example, the proportion of women

e S e ]
Chart A Average job tenure
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Why has the gender wage gap narrowed?

Chart B Proportion of jobs considered ‘new
start’ (job tenure 1 to 3 months)
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Source: Statistics Canada, Labaur Force Survey, outhor’s
calculations, 1978 to 2008.

age 25 to 54 in the labour force that held a university
degree rose from 15.7% in 1990 to 29.3% in 2008.
The corresponding numbers for men are 17.7% and
25.3%.% In 2008, 62% of undergraduate degrees and
54% of graduate degrees were granted to women.*

Chart C Proportion of labour force with a
university education
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Source: Statistics Canada, Labour Force Survey, 1990 to 2009,
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Structural changes in the Canadian economy—like a
shift away from manufacturing jobs—had a dispro-
portionately larger impact on the unionization rates of
men. As a result, the male—female unionization gap
disappeared. In fact, in recent years the proportion of
women in unionized jobs’ has been higher than the
corresponding figure for men (Chart D).

Women'’s wages grew faster than men’s

Before changes in wage ditferences between men and
women over time are addressed, changes in the rela-
tive hourly wages among men and among women must
be documented separately (Chart E). On average,
women’s real wages increased by 11.6% between 1988
and 2008. While increases occurred across all age and
wage groups, the most dramatic improvement was
among women age 45 to 49 (17.8%) and those at the
higher end of the wage distribution (16.0%%).

The situation among men is quite different. Overall,
men’s real wages edged up by 1.3% between 1988
and 2008. However, changes were not consistent
across age and wage groups. On average, men age 35
and over and men at the lower end of the wage distri-
bution saw their real wages decline between 1988 and
2008.

Chart D Unionization rates of workers age

25 to 54
%
45
40
Men
L\

355

Women
30 A 1 i A A1 . 'S 'l 1 i 1 1 L L 'l L it i '

1988 1991 1994 1997 2000 2003 2006 2008

Sources: Statistics Canoda, Labour Market Activity Survey, 1988 to
1990; Survey of Labour ond Income Dynamics, 1993 to
1997; Labour Force Survey, 1998 to 2008.
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Why has the gender wage gap narrowed:

Chart E Percentage change in real hourly wages of 25- to
54-year-olds, 1988 and 2008, by sex
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Sources: Slatistics Canada, Labour Market Activity Survey, 1988; Labour Force Survey, 2008.

Unadjusted wage gap narrowed

The ratio of women’s to men's average hourly wages (Chart F) rose from
0.757 to 0.833. In other words, the unadjusted wage gap narrowed by 7.6
percentage points. The gap converged by 5.4 percentage points between

1988 and 1998 and then by 2.2 per-
centage points the following dec-
ade. This is consistent with trends
in wage ratios of full-time workers
reported in Baker and Drolet
(forthcoming).

Wage gap narrowed at all
levels of pay

The wage gap narrowed through-
out the wage distribution between
1988 and 2008, but it is at the low-
est end of the wage distribution
where the gap shrank the most (by
11.5 percentage points) and the
upper end where the gap shrank the
least (6.7 percentage points).”

That the gap shrank the most at the
lower end of the pay scale corre-
sponds to other results. Between
1988 and 2008, the gap shrank
substantially among part-time
workers (by 14.1 percentage
points) and among workers in cleri-
cal occupations (by 12.1 percentage
points).

Most female-dominated occupa-
tions, like those in health and edu-
cation, had relatively small wage
gaps in 1988 and experienced little
change over the period. The excep-
tion is clerical occupations—with a
wage gap of 24% that was halved
by 2008.

Although women dramatically
increased their representation in
high-wage occupations like man-
agement, the wage gaps within
these occupations are clearly larger
than average. This is not surprising
since increasing representation is
first apparent in lower-level posi-
tions within the occupations. In
2006, for example, women com-
prised 26% of senior managers
compared to 37% of managers at
other levels (Statistics Canada
2007).

Statistics Canada — Spring 2011 Perspectives on Labour and Income / 7



Why has the gender wage gap narrowed?

Chart F Gender wage ratio among workers
age 25 to 54
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Source: Authar’s calculations, hourly wage rotios based on data
from various sources (see text).

The wage gap among university graduates remained
at 16% over the 1998 to 2008 period. Frenette and
Coulombe (2007) attribute the lack of movement in
the gap to persistent differences in the fields of study

chosen by men and women. Women continue to
outnumbet men in education and the humanities, while
men outnumber women in mathematics and engineer-

ing.’

Wage gap narrowed most among older
workers

While the wage gap converged in all age groups, older
workers experienced the greatest change.” Reading
down the columns in Table 1, the wage gap among
workers age 25 to 29 shrank by 5.6 percentage points
between 1988 and 2008 (Table 1). Over the same
period, the gender wage gap shrank by 16.2 percent-
age points among 50- to 54-year-olds. Most of the
convergence of the gap among younger workers
occurred before 1998, while it continued throughout
the period for older workers.

Factors contributing to the narrowing
wage gap

Factors contributing to the decline in the gender wage
gap have not been extensively studied in Canada.
Baker and Drolet (forthcoming) show that almost two-
thirds of the narrowing wage gap among full-time
workers between 1981 and 2008 can be accounted
for by changes in the relative characteristics of male
and female workers. They conclude that although no

Table 1 Female-to-male hourly wage ratio and gap, 1988 to 2008

Age

All 25t0 29 30to 34 35t0 39 40 to 44 4510 49 50 to 54

ratio
1988 0.757 0.846 0.794 0.768 0.736 0.681 0.645
1993 0.794 0.905 0.886 0772 0.762 0.700 0.709
1998 0.811 0.901 0.851 0.805 0.808 0.750 0.749
2003 0.825 0.920 0.868 0.843 0.804 0.768 0.771
2008 0.833 0.901 0.858 0.837 0.825 0.784 0.807

gap
1988 0.243 0.154 0.206 0.232 0.264 0.319 0.355
1993 0.206 0.095 0.114 0.228 0.238 0.300 0.291
1998 0.189 0.099 0.149 0.195 0.192 0.250 0.251
2003 0.175 0.080 0.132 0L 15 74 0.196 0.232 0.229
2008 0.167 0.099 0.142 0.163 ON7%5 0.216 0.193

change in gap (20079%)

1988 to 2008 -0.076 -0.056 -0.064 -0.068 -0.089 -0.103 -0.162
198810 1998 -0.054 -0.055 -0.057 -0.037 -0.073 -0.069 -0.104
1998 to 2008 -0.022 -0.001 -0.007 -0.032 -0.017 -0.034 -0.058

Sources: Statistics Canada, Labour Market Activity Survey, 1988 1o 1990; Survey of Labour and Income Dynamics, 1993 to 1996; Labaur Force

Survey, 1998 to 2008.
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Why has the gender wage gap narrowedr

Data sources and definitions

For clarity and consistency, this article refers to the gen-
der wage gap although other measures are presented in
the tables. The female-male wage ratio is calculated by
dividing the female wage rate for a particular group or
cohort by the male wage rate for the same group or co-
hort. The wage gap for women is calculated by subtract-
ing the female-male wage ratio from 1.0 and expressing
it as a percentage {e.g., .169 = 16.9%). The narrowing {or
widening) of the gap is calculated by subtracting the gap
in the second period from the gap in the first period.

The data are drawn from the 1988 to 1990 Labour Mar-
ket Activity Survey (LMAS), the 1993 to 1996 Survey of
Labour and Income Dynamics (SLID), and the 1998 to 2008
Lobour Force Survey {LFS}. The unit of measurement is
hourly wages expressed in 2007 dollars. Wages refer to usual
wages or salaries before taxes and other deductions. Tips,
commissions and bonuses are included and paid overtime
is excluded.

Following Baker and Drolet {forthcoming), this study looks
af paid emplayees, age 25 to 54, in their main job in May
of the reference year. The age resiriction limits the
impact of social and economic trends: by age 25 most
individuals have completed their schooling, ' while the trend
towards early retirement did not affect those under age 55."7

The years 1988, 1998 and 2008 were selected since they
occur at roughly comparable points in the business cycle.
If women’s progress is sensilive to business-cycle fluctuo-
fions as suggested by Baker et al. (1995), choosing years
at comparable points in the cycle should minimize any busi-
ness cycle effects and any change in the gender wage gap
would represent a structural change. The longer period also
allows time for compositional changes to occur.

This study uses a proxy measure of experience based on
age. This proxy overstates women’s actual labour market
experience and deviates further from the actual measure
os workers age.'® The experience gap widens among
female workers as they age, partially reflecting the fact that
older women were part of a generotion that was less
inclined to combine work and family than younger women.
As long as older female workers in 2008 had, on average,
longer work experience than their counterparts in 1988,
actual work experience would explain part of the wage gap
canvergence. The findings of Drolet (2001} suggest that the
omitted variable—actual labour market experience—was
increasing for women during the period.

one characteristic dominates, changes in educational
attainment and the occupations in which men and
women work play important roles.

This study adds information on factors contributing
to the narrowing wage gap within age groups since
compositional changes may have occurred differently
for workers of different ages (see .Accounting for changes
in the wage gap).

For older workers, longer job tenure and
shifts in occupation reduced the gap

Between 1988 and 2008, the female—male wage gap
closed by 16.2 percentage points among 50- to 54-
year-olds. The real wages of women age 50 to 54 grew
by 23.4% compared to a shight decline in the real
wages of their male counterparts (-1.4%). Roughly
two-thirds of the narrowing gender wage gap can be
explained by compositional changes (Table 2). In par-
ticular, older men were less likely to hold management
jobs in 2008 (about 14.0%) than their 1988 counter-
parts (about 20.0%0). This shift, combined with the fact
that managers generally carn higher wages, accounted
for over one-quarter of the decline in the gender pay

Statistics Canada — Spring 2011

gap. Changes in job tenurc accounted for another
14.6% of the decline in the wage gap. This was driven
by a significant increasc in the proportion of women
holding long-term jobs” (14.2 percentage points).

Higher education and declining
unionization narrowed gap for younger
workers

The growth in real wages of younger women (7.8%)
outpaced that of younger men (0.5%) between 1988
and 2008, contributing to the narrowing wage gap
among 25- to 29-year-olds. Roughly two-thirds of the
narrowing gender wage gap can be explained by
compositional changes.

Changes in educational attainment and choice of oc-
cupation increased the rcal wages of younger women,
By 2008, 24.1% of younger men and 36.5% of
younger women held a university degree. Since educa-
tion is positively correlated with wages, the increasing
educational attainment of younger women accounts
for abour one-quarter of the narrowing gender wage
gap."” Younger women also moved away from low-
paying occupations—Ilike clerical and sales occupa-

Perspectives on Labour and Income / 9



Why has the gender wage gap narrowedr

Accounting for changes in the wage gap

For each year (1), men’s and women’s wage structures (i=m,f) were estimated by the relationship between hourly wages
and observed characteristics using ordinary least squares (OLS)

Inw,= X/'B,+tv,i = m, f (Equation 1)

where the natural logarithm of hourly wages is the dependent variable, X is a vector of wage-determining characieris-
tics {age, age squared, education [3 groups], part-time, union, married or common law, tenure [6 groups], industry [17
groups], occupation [10 groups|, and province (10 groups]);'® B is a vector of regression coefficients showing the return
to each characteristic; and v is a normally distributed error term. Each coefficient is the percentage change in hourly
wage rates associated with a one-unit change in the explanatory variable.

The literature has developed using Blinder-Oaxaca’s decomposition procedure that allows for an identification of the proportion
of the gender wage gap owing to differences in worker characteristics and a portion owing to differences in the returns
to those characteristics as well as differences in the constant term. The decamposition is based on_the OLS property that
the sample average wage, w, is equal o the product of the average vector of characieristics, X , and the estimated
regression coefficients §

The log wage differential for each year (1) can then be expressed as:?°
nwn ~Inws)=(X, -X,)B,+(B8, -B,)X, (Equation 2).
Following Baker et al. {1995), the change in the unadjusted wage differential over time can be decomposed into a part
due to changes in the mean characteristics within the sample and changes in the returns to those characteristics. The change
between periods {i-1) and t may be expressed as
—M _ —M SR
(wl W 5 (Wl —W e
oM v M M RF v F T F M aM oM vF o AF Qr
[ﬂr (Xr K Xr—-l)—ﬂr (Xl = X/—l )]+ [Xr—l(ﬁr _ﬁr—l)— Xf—](ﬁl _ﬂ:—l)
The first component is the change in the wage gap due to changes in the relative mean characteristics across groups weighted

at group-specific prices at time t. The second term is the change due to trends in the relative returns of these character-
istics across groups, weighted by group-specific period (1-1) means of the explanatory variables.

] {Equation 3).

tions—towards high-paying occupations in health and
education, further contributing to the decline in the
gender wage gap.

On the other hand, structural changes in the economy
had a larger impact on younger men. Younger men
experienced a drop in union coverage of 11.3 per-
centage points. Because unionized workers earn more
than non-unionized workers, the contraction of the
gender unionization gap lowered the wages of men
relative to women. This accounted for 26.8% of the
narrowing gender wage gap.

Changes in the pay structure within some industries
also contributed to the narrowing gap. For example,
men traditionally held most high-paying manufactur-
ing jobs—Ilike auto assembly and metal fabricating—
while women held jobs in lower-payving sectors like
textiles and clothing. However, the average hourly

10 / Perspectives on Labour and Income

wages of younger men in manufacturing fell by about
2% between 1988 and 2008 but rose by roughly 10%
for vounger women.

Declining correlation between wage gap
and age

One clear result is that the gender wage gap generally
increases with age (reading across the rows of data
Table 1, second panel). Since women’s characteristics
have changed significantly since the earlier cohorts
entered the workforce, at any point in time older
women’s characteristics will be quite different from
those of younger women. Women’s characteristics, al-
though similar to men’s early in their careers, may di-
verge due to differing educational, occupational and
career interruption decisions. When combined, the
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Table 2 Accounting for the narrowing wage gap,

1988 to 2008

Age

251029 30to 34

351039 40to 44 45t049 50to0 54

Change in
Female-to-male
wage ratio 0.056 0.064
Gap of log wages -0.072 -0.103
Real log wages
Men 0.005 0.012
Women 0.078 0.115
% due to differences
in characteristics 66.0 52.7
Age 24 0.9
Education 28.4 27.8
Province -1.2 7.2
Tenure 5.3 6.5
Marital status 0.8 4.2
Union 26.8 9.3
Part time 8.7 1.1
industry -12.0 -4.3
Occupation 18.7 4.3
% due to differences
in returns 34.0 47.3

0.068 0.089 0.103 0.162

-0.118 -0.120 -0.156 -0.217
-0.026 -0.045 -0.001 -0.021

0.092 0.074 0.155 0.196

%

40.2 57.1 47.1 65.4
0.7 -0.1 -0.4 -0.9
85 -7.0 -0.8 316
-7.0 -3.3 -4.9 i3]

21.6 26.5 13.9 14.6
2.5 6.0 3.0 1.8
3! 5.0 4.8 6.6
S5 4.0 1.6 6.8
-5.8 1.1 1.6 4.0

11.0 115%% 28.2 2707

59.8 42.8 52.9 34.6

Sources: Statistics Canada, Labour Market Activity Survey, 1988 to 1990; Survey of Lobour and
income Dynamics, 1993 to 1996; Labour Force Survey, 1998 to 2008.

large gender wage gap among
older workers and the smaller wage
gap among younger workers are
casily explained.

Although there is a correlarion
between the wage gap and age in
all survey years, this correlation
becomes smaller each successive
year. The gender wage gap was
20.1 percentage points smaller
among workers age 25 to 29 than
among workers age 50 to 54 in
1988. By 2008, the difference in the
gap between younger and older
workers shrank to 9.4 percentage
points.

The weakening correlation between
the wage gap and age suggests a
‘cohort replacement effect’: as
younger cohorts replace older
ones, the overall gap declines sim-

ply because the gap is smaller (and
remains smaller) in new cohorts
than in those that preceded them.

Does the gender wage
gap increase as
workers age?

The compartson made above is
between workers from different
birth periods. It does not answer
the question, “Does the gender
wage gap increasc as workers
age?” The change in the gender
wage gap for a given cohort' over
time can be found by reading Ta-
ble 1 diagonally.'"

Using this approach, the gender
wage gap was 15.4 percentage
points among workers age 25 to
29 in 1988. Ten vears later, when
the cohort was age 35 to 39, there

was a gender wage gap of 19.5
percentage points. Finally, in 2008,
when the cohort was age 45 to 49,
the wage gap was 21.6 percentage
points. These numbers show that
the wage gap widened by about
0.2 percentage points for the 1988
cohort over 20 years. This is quite a
different finding from the cross-
sectional evidence in 2008 where
the gap among workers age 45 to
49 in 2008 was 11.7 percentage
points higher than among those age
25 to 29. The cross-sectional data
tend to overstate the correlation
between the wage gap and age.

Repeating the same exercise for the
other age groups casts further
doubt on the strength of the corre-
lation between age and the gender
wage gap observed in cross-sec-
tional data. In fact, the gender wage
gap remained stagnant for some
cohorts as they aged. For example,
among workers age 30 to 34, the
gender wage gap was 20.6 percent-
age points in 1988 and 19.3 points
in 2008. For other cohotts, the data
show no clear pattern. So for at
least some cohorts, part of the nar-
rowing wage gap may be attribut-
able to the fact that men’s and
women’s wages no longer diverged
as they aged.

Why did the wages of men and
women in these cohorts stop di-
verging as they aged? Two possi-
ble explanations are related to
career paths. First, as women’s chil-
dren age, they may be able to
devote more time and energy to
the paid labour market (by accept-
ng pr()mnn()ns or acqulrmg train-
ing). As a result, the wage gap
within a given cohort may have
narrowed or remained stagnant
since women’s enhanced work
effort improved their relative earn-
ings capacity. Second, female
workers have traditionally been

Statistics Canada — Spring 2011
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- Addressing selection issues: Simple selection correction

Following Baker et al. (1995), the wages of those in the sample of participants (or those

with wages observed) are estimated by the regression w,.‘;, =at + X,::,, B+ e,.’;'"

where W,-*;, is the natural logarithm of the hourly wage of worker i, within the sample

1
of participants p, of gender g, in time t; and X,-f” is a vector or wage determining
characteristics (age, education, marital status, presence of preschool children, and
region). Second, the wages of those not in the sample of participants n (or those with
unobserved wages) wif“ are estimated using the regression results ﬂ,y and their meon
characteristics, Xiﬁl . Using 1998 as the designated base year (1=0), a weighted estimate
of the calculated for men and women as:

mean log wages s

+(l-@fyw?

;f =& 'w :: r . where a)f = pr,g /prok and prrg is the
employment rate of gender g in year t. Finally, by construction w:, controls for observ-
able differences between participants and non-participants, however, it may be prudent
to control for unobservable differences by multiplying by 4. If those not participating in
the poid labour market are assumed to receive wage offers lower than those participating

in the labour market, then k < 1. Following Baker et al. (1995), adjusted results are

presented for k = 1.0 and k = 0.9.

viewed as more likely to quit
and be absent from work (Hill
1979), and these predetermined
notions of job performance
may influence pay as well as job
placement (Chandler et al. 1994).
Howevert, recent empirical evi-
dence shows that there is little gen-
der difference in permanent quit
rates and absentceism (Zhang
2007). As a result, the wage gap
within a given cohort may have
narrowed or remained stagnant
since quits and absenteeism can no
longer be viewed as important
explanations for women’s lower
wages.

The role of changing
‘selection bias’

Since women’s employment rates
were lower in the past, the possible
contribution of changing participa-
tion rates to the narrowing of the

earnings gap should be considered.
For instance, if women working in
the 1980s had ‘above-average’
earnings potential relative to those
not working in the 1980s, it would
constitute a selection bias. As
women’s employment rates
incteased, more women with ‘av-
erage’ earnings potental entered the
labour market. Such a scenario
would represent a change in the
selection bias, altering the measure-
ment of the wage gap.

To isolate the impact of changing
selection bias, wages must be linked
to a consistent mix of characteris-
tics at different points in time.
Baker et al. (1995) illustrate a tech-
nique to control for changing
selection biases that may affect
comparisons of unadjusted differ-
entials over time. The technique can
also include an adjustment that

12 / Perspectives on Labour and Income

allows the analyst to make assump-
nons about unobserved character-
IS11Cs.

After selection bias is taken into
account (see Addressing selection issues:
Simple selection correction), the adjusted
wage gap shrinks more than previ-
ously reported for 1988 to 2008:
an additional 1.6 percentage-point
increase over the 7.6 percentage-
point change in the unadjusted gap.
This indicates that the average skills
of new entrants in the labour mar-
ket command lower wages than
those who participated both years.
If this assumption is extended to
unobsetvable characteristics," the
gap shrinks an additional 5.1 pet-
centage points compared to the
change in the unadjusted gap.
According to these assumptions,
addressing the selection issue fur-
ther reduces the gender wage gap
between 1988 and 2008 by be-
tween 1.6 and 5.1 percentage
points."

For those age 25 to 29 in 1988, the
unadjusted gender wage gap wid-
ened by 6.2 percentage points over
the following 20 years (Table 3).
Using selectivity-adjusted wages,
the gap widened by 5.4 percentage
points or by 2.4 percentage points
when unobserved characteristics
were taken into account. Accord-
ing to these assumptions, the
growth of the wage gap for this
cohort is overstated by between
0.8 and 3.8 percentage points when
selection effects have not been
taken into account. This provides
further evidence that the correla-
tion between the wage gap and age
is overstated in cross-sectional
tabulatons.”

Summary

This article explored factors con-
tributing to the decline in the gen-
der pay gap over time. The first
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e e e R Y|
cohort, there are only moderate

declines in the wage gap for
vounger women from cohort to

Table 3 Addressing selection bias: Selectivity-adjusted
gender wage ratios

cohort.
1988 1998 2008 1988 to 2008
ratio change m—

All workers age 25 to 54
Employment rates B Notes

Men 0.876 0.845 0.865 -0.0M11 . .

Women 0.675 0.722 0.781 0.106 1. A'\ cumplctc analysts of thC dlffcr-
Unadjusted wage ratio 0.757 0.811 0.833 0.076 ences in the level and trend of the
Selectivity-adjusted wage ratia gender carnings gap and the gender

k=1.0 0.742 0.807 0.834 0.093 wage gap can be found in Baker and

k=0.9 0.72Y 0.807 0.848 0.127 2 ;

‘ ) ' ‘ ‘ Drolet (forthcoming).

sé’;’:‘:'&;‘i‘:‘h{’;gs“::':‘;? ";9:9 2. ‘These measures do not reflect com-

in 2008 pleted job tenure—they measure
Employment rates job length at the time of the survey.

Men 0.853 0.863 0.867 0.014 Job tenure measures the number

Women 0694 0.732 0.804 0.110 of consccutive months or years a
Unadjusted wage ratio 0.846 0805 0.784 -0.062 P T T -
Selectivity-adjusted wage ratio renson Ay Workedior e curr%nt

k=1.0 0.835 0.805 0.781 -0.054 (or most recent) employer. The

k=079 0.827 0.805 0.803 -0.024 employee may have worked in one

Or more occupations or in one or
more locations or businesses and
still be considered to have continu-

Note: Sample of non-participants includes persons who are unemployed, nat in the labour
force and self-employed.
Sources: Statistics Canada, Lobour Morket Activity Survey, 1988 to 1990; Survey of Lobour and

Income Dynamics, 1993 to 1996; Labour Force Survey, 1998 to 2008.
e e e e e . B e

major finding—that the growth in
women’s relative wages outpaced
that of men—suggests that the
changing composition of the
labour force and changes in how
the labour market compensates
workers played a role in narrow-
ing the gender wage gap.

The second major finding—that
men and women entering today’s
labour market are more alike in
terms of characteristics and wages
than they were in the past—sug-
gests that part of the decline in the
gender wage gap may be due to a
cohort-replacement effect. As the
younger cohorts ‘replace’ older
cohorts, the overall wage gap de-
clines simply because the gap is
smaller for the new cohorts than
for those who preceded them.

The third major finding—that
cross-sectional evidence tends to
overstate the correlation between
the wage gap and age—suggests
that part of the decrease in the gen-
der wage gap is related to the fact
men and women’s wages did not
diverge as they aged to the same
extent as in the past.

These findings provide some
insight into the functioning of the
Canadian labour matket. First, the
gender wage gap early in an indi-
vidual’s career is an increasingly
good predictor of the wage gap
throughout a generation’s working
life. Second, further declines in the
gender pay gap may be difficult o
determine since, after the 1988

ous renute if the employer has not
changed. Butif a person has worked
for the same employer over differ-
ent periods of tme, job tenure
measures the most recent period of
uninterrupted work. A temporary
layoff does not constitute an inter-
ruption.

3. Authot’s calculations from Labour
Force Survey estimates, CANSIM
Table 282-0004.

4. Author’s calculartions
CANSIM Table 477-0014.

from

5. Includes those not represented by a
union but covered by a collective
bargaining agreement.

6. The percendle rankings refer to each
sex’s own wage distribution. An
alternanive method is to calculate
the average female percentile rank-
ing in the male wage distribution.
This indicator shows that women
‘moved up’ in the male pay distri-
butlon—on average, women out-
carned 32% of men in 1988, 37% 1n
1998 and 39%q in 2008.
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1

CANSIM Table 477-0013.

Baker and Drolet (forthcoming) note similar results for
full-time workers.

Long-term jobs arc those that last at least 20 vears.

10. Information on major field of study is missing from chis

1

analysis. See Frenette and Coulombe (2007) for a more
detailed discussion.

1. Here the term ‘cohort’ is used to describe a ‘synchetic
cohort’” defined by date of birth. A synthetic cohore is
constructed from repeated cross-sectional surveys. This
permits the arerage labour market outcomes (in this case
wages) of workets in different birth periods to be tracked
over time. This differs from studies using panel data that
track the outcomes of individual wotrkets over time. As
long as the cross-sectional sample is representative, this
approach should approximate changes in the gender
wage ratio over time for workers within the same birth
period. A drawback of this approach is the assumption
that the population is fixed. In other words, individuals
observed working at age 25 to 29 in 1988 arc assumed to
be the same individuals working at age 45 to 49 in 2008,
Addressing selection issues: Simple selection correction ad-
dresses this assumption and re-estimates changes in the
gender wage diffcrenaal over time.

12. Baker and Drolet (forthcoming) present similar results

1

graphically in their Figure 6.

3. Sctting k=0.9 as indicated in _Addressing selection issues:
Simple selection correction.

14. Similar results are noted by workers of specific age

1

1

groups.

5. The sample of non-participants includes persons who
are unemployed, persons who are notin the labour force
but able to work, and persons who ate sclf-employed.
Alternative samples of non-participants (unemployed
only, unemployed, and those not i the labour force)
were used to perform a similar analvsis. All samples
produced similar results.

Neill (2009) reports that, for the 18- to 24-year-old
population, enrolment in full-ime university studies
increased between 1979 and 2003. This may affect the
gender wage ratio for this age group since the type of
younger adult working may be systematically changing.

6.

=

-

7. Milligan and Schirle (2008) document significant changes
in the employment rates of older (55 and over) men and
little change in the employment rates of older women.
Changing retirement patterns may influence the gender
wage ratio among older workers since the type of older
adult working may be systematicalty changing.

14 / Perspectives on Labour and Income

18. Drolet (2001) shows that, in 1997, younger women (25
to 34) spent 84% of their potental years of work
experience working full-year, full-time compared to 74%
of older women (45 to 54), while men spent over 90%
of their potential years of work experience working full-
year, full-time, regardless of age. These numbers were
calculated using data from the Survey of Labour and
Income Dynamics.

19. The variables used have been harmonized to provide a
consistent concept over the survey years. Concordances
for industry coding (from the Standard Industrial Clas-
sification [SIC}—used up undl 1998—o the North
American Industry Classification System [NAICS]) and
occupation coding (from the Standard Occupational
Classification [SOC] to the National Occupational Clas-
sification [NOC|) were used to match, as consistently as
possible, at aggregate levels. See Baker and Drolet (forth-
coming) for a complete description.

20. Results from this specification should be interpreted
cautiously since access to occupations, industries and
unionized workplaces may be affected by differential
treatment of men and women in the labour market.

21. The male wage structure is used for comparative pur-
poses. While it is recognized that the choice of wage
structure matters (PDroler 2001), questions related to pay
differendals are often framed in a manner that asks
whether women are paid the same as comparable men.
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Seniors’ self-employment

Sharanjit Uppal

he potential impact of workforce aging is

widely discussed as baby boomers enter their

retirtement years. The Minister of Human
Resources and Social Development Canada established
the Expert Panel on Older Workers in 2007 in
response to two issues that could affect the standard
of living in Canada. First, population aging could
reduce the growth potential of the Canadian economy
since income generally declines with retirement. The
second question is how to provide for the older work-
ets who are displaced as the economy adapts to a
changing environment.

The risks associated with an increase in the old-age
dependency ratio—defined as the ratio of retired
individuals to the number of working people—are
often debated. On the one hand, many believe that the
increase in the number of retirees will put a strain on
public resources, and possibly also lead to labour short-
ages in certain areas. Others argue that recent cohorts
are likely to work longer since they tend to be healthier,
better-educated, and more entrepreneurial than previ-
ous generations of retirees.

Indecd, the employment rate among seniors has
increased in recent years (Uppal 2010). Between 1996
and 2000, the share of working seniors (65 and over)
climbed from 11.8% to almost 14.8% among men,
and from 4.0% to 5.8% among women. However,
the fact that many of these employed seniors are self-
employed has not been widely reported. According
to the latest census data, 44.1% of senior men and
28.6% of senior women who had a job in 2006 were
self-employed. Moreover, self-employment among
older Canadians increased by more than 100,000 dut-
ing the recent economic downturn (LaRochelle-Coté
2010).

Self-employment is typically seen as providing more
flexibility and imposing fewer constraints on retirement
timing, which could explain why many working sen-
iors choose self-emplovment (Quinn 1980 and
Hochguertel 2010). In addition, seniors typically have
higher levels of human and financial capital to invest in
a small business, two conditions thought to stimulate
entrepreneurial activity (Beaucage and Najem 20006,
and Zissimopoulos and Karoly 2007). Alternatively,
some seniors may be pushed into self-employment
through a lack of paid employment opportunities.

Despite the high incidence of self-employment among
the senior population, little has been published on the
topic recently.’

The first objective of this study 1s to present new in-
formation on self-employment trends among seniors
and examine their industrial and occupational profiles.
The second is to examine factors associated with self-
employment after age 64. Since a large sample is
required to obtain a detailed description of seniors’
sclf-employment, this study uses census data (see Data
source and definitions).

Many working seniors are self-employed

Although participation in the job marker drops sig-
niticantly at age 65, many of those who remain on the
job are self-employed. In 2006, 14.8% of senior men
held a job (Table 1). As a proportion of senior men,
8.2% were paid employees and 6.6% were sclf-
employed. Among senior women, the employment
rate was 5.8%, consisting of 4.0% who were paid em-
ployees and 1.7% who were self-employed.” Thus,
among seniors, 44.1% of working men and 28.6% of
working women were self-employed.
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Seniors’ self-employment

Table 1 Labour force status of seniors, 2006
65 and over 65 to 69 70to 74 75t0 79 80 and over
Men % % % % %
Total
population 1,888,905 100.0 597,800 100.0 491,065 100.0 391,240 100.0 408,810 100.0
Not in the
labour force 1,519,935 80.5 424,460 71.0 411,175 83.7 343,430 87.8 340,870 83.4
Institutionalized 75,195 4.0 6,320 1.1 8,565 1.7 13,190 3.4 47,115 11.5
Unemployed 13,450 0.7 8,560 1.4 2,580 0.5 1,225 0.3 1,080 0.3
Employed 280,330 14.8 158,455 26.5 68,750 14.0 33,390 8.5 19,740 4.8
Employees 154,860 8.2 95,250 15.9 35,410 7.2 14,740 3.8 9,460 28
Self-employed 123,670 6.6 62,370 10.4 32,830 6.7 18,320 4.7 10,160 25
Non-farm 88,010 4.7 49,235 8.2 22,430 4.6 10,885 2.8 5,465 1.3
Farm 35,660 1.9 13,135 22 10,400 2.1 7,435 1.9 4,695 1.2
Unpaid family
worker 1,800 0.1 840 0.1 510 0.1 330 0.1 125 0.0
Women
Total
population 2,445,890 100.0 635,335 100.0 564,285 100.0 494,610 100.0 751,665 100.0
Not in the
labour force 2,111,120 86.3 539,930 85.0 518,340 ?1.9 456,160 920 596,700 79.4
Institutionalized 185,300 7.6 6,430 1.0 11,520 2.0 23,350 4.7 144,010 19.2
Unemployed 8,100 0.3 4,030 0.6 1,855 0.3 1,020 O2 1,200 0.2
Employed 141,360 5.8 84,950 13.4 32,570 5.8 14,085 2.9 9,760 1.3
Employees 97,250 4.0 61,765 QL7 20,585 87 8,640 1.8 6,270 0.8
Self-employed 40,400 87/ 21,385 3.4 10,800 1.9 4,990 1.0 3,230 0.4
Non-farm 31,510 1.3 17,830 2.8 8,055 1.4 3,490 0.7 1,090 0.1
Farm 8,890 0.4 3,555 0.6 2,745 0.5 1,500 0.3 2,140 0.3
Unpaid family
worker 3,700 0.2 1,800 0.3 1,190 0.2 455 0.1 260 0.0

Source: Statistics Canada, Census of Population.

The proportion of workers who
are self-employed is even higher
among older seniors.” For exam-
ple, the proportion of the self-
employed among working men
age 65 to 69 was 39.4% in 2000,
but was greater than one-half of
those who were still working after
age 75.* Among women, the self-
employed made up one-quarter of
workers age 65 to 69, rising to
more than one-third of working
women age 70 and over.

Self-employed seniors are more
likely to work full year, full time
than paid employees (Chart A).
Among men, 43.8% of self-
employed seniors worked full year,
full time in 2005 compared to

Chart A Work activity among employed seniors in 2005
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Data source and definitions

Sentors' selt-emplovment

This study uses data on men and women, 65 years of age
and over, from the censuses of 1981, 1986, 1991, 1996,
2001 and 2006. Census data are required to conduct
detailed analyses for relatively small population groups, like
self-employed seniors. The census is conducted every five
years. One-fifth af households receive the long form which,
in addition to basic demographic information, asks more
detailed questions including some on labour market activi-
ties. The 20% sample is weighted to represent all Canadi-
ans.

' Variable definitions

Employed: a persan is considered to be employed if
he or she had a jab in the week preceding the census,
including thase who were temporarily absent for the entire
week because of vacation, illness, a labour dispute at work,
maternity/parental leave, bad weather, fire, family respon-
sibilities, or same ather reason.

Employment rate: the number of employed persons
expressed as a percentage of the relevant population.

Employee: paid worker - working for wages, salary, tips
or commission.

Self-employed: includes individuals who had a job in the
reference week and belonged to one of the fallowing cat-
egories: self-employed without paid help, incorporated; self-
employed with paid help, incorporated; self-employed
without paid help, not incarporated; or self-employed with
| paid help, not incorparated.

Unpaid family worker: worked withouwt pay for a rela-
tive in a family business or on a farm.

Work activity: based on dota prior o the census year since
data on weeks worked are for the previous year. An indi-
vidual was classified to be working full year, full time if he
or she worked 49 ta 52 weeks full time (30 hours or more
per week).

Other family income: this variable is calculated by first
subtracting emplayment income (if any) from total economic
family incame and then adjusting for family size by divid-
ing it by an adjustment facior that takes the lower relative
needs of additional family members, compared to a single
person living alone, into account. Income quintiles are then
calculated using the adjusted other family income. Infor-
matlion an income variables is for the year prior fo the census
year.

Education: education levels are constructed using the high-
est certificate, diploma or degree variable. The lowest level,
Level 1, is below high school graduatian certificate or
equivalency diploma. Level 2 is high schoal graduation
certificate or equivalency diploma. Level 3 includes other
trades certificate/diploma or regisiered appreniiceship
certificate. Level 4 consists of college, CEGEP or other non-
university certificate or diploma from a program af 3 months
to less than 1 year, college, CEGEP or other non-univer-
sity cerfificate or diploma from o pragram of 1 year to 2
years, college, CEGEP or other non-university certificate
or diploma from a program of more than 2 years, or cer-
tificate or diploma below bachelor. The highest level, Level
5, includes bachelor's degree, certificate or diploma above
bachelar, degree in medicine, dentistry, veterinary medi-
cine or optometry, master’s degree, or earned doctorate
degree.

Activity limitations: are based on questions that refer ia
conditions or health problems that have lasted or are
expected to last six months or mare:

1. "Does this person have any difficulty hearing, seeing,
communicating, walking, climbing stairs, bending, learn-
ing ar daing any similar activities?”

2. "Does a physical condition or mental condition or health
problem reduce the amount or kind of activity this persan
can do: (a) at home? (b) at work or at school? (c) in other
activities, for example, in transportation or leisure?”

Reponses to either question indicating “yes, often” and
"yes, sometimes” are used to create the corresponding
activity-limitatian variables.

Qccupation: Based on Natianal Occupational Classifica-
tion {520 occupations),

Industry: Based on the 2002 North American Industry
Classification System.

Recent immigrants: Individuals who immigrated to
Conada between 1997 and 2006.

Established immigrants: Individuals who immigrated fo
Canado before 1997,

Aboriginal peoples: Self-reported cboriginal status.

39.8% of senior employees. Similarly, 32.0% of self-
employed scnior women worked tull year, full time
versus 29.6% of their paid counterparts. In contrast,
paid employees age 25 to 54 were more likely than the
self-employed to work full year, full time in 2005 (data
not shown). Therefore not only 1s self-employment
more prevalent among senior workers than younger
workers (see Comparisons with younger age groups), but selt-
employed seniors are also more likely to report that
they work full time for the full vear.

Self-employment growing at slower pace
than paid jobs among seniors®

Uppal (2010) found that the proportion of seniors
who work past age 64 has increased since 1996, fol-
lowing 15 years of decline. For example, the employ
ment rate for senior men increased from 11.8% to
14.8% berween 1996 and 2006. Over the same
period, the share of paid employees as a proportion
of senior men increased from 5.4% to 8.2% (Chart B).

Statistics Canada — Spring 2011 Perspectives on Labour and Income / 19



Seniors' self-employment

Chart B Paid employment and self-
employment as a proportion of
total population, 1981 to 2006
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Similar patterns were found among women. Did self-
employment also contribute to the recent increase in
employment among seniors?

The answer is yes, but the number of paid employees
increased faster than the number of self-employed sen-
iors and the proportion of senior workers in self-
employment fell as a consequence (Chart C). Between
1996 and 2006, the share of the self-employed among
working seniots declined from 53.5% to 44.4% among
men, and from 33.7% to 29.4% among women.*’

By historical standards, self-employment was still rela-
tively high among seniors in 2006. Among senior
workers in 1981, 37.8% of men and 13.0% of women
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were self-employed. The relative importance of self-
employment for seniors increased rapidly over the
next 15 years, especially among men: by 8.5 percent-
age points from 1981 to 1986 and by 7.9 points from
1991 to 1996. Both periods were characterized by rela-
tively weak labour markets. Other studies suggest that
many workers are ‘pushed’ into self-employment dur-
ing periods of economic stagnation (Kuhn and
Schuetze 2001).

Long-term growth among the
incorporated self-employed

The self-employed can be classitied into two catego-
ries: the ‘incorporated,” who own a separate business
entity, and the ‘unincorporated,” who do not. Both the

Chart C Paid employment and self-
employment as a proportion of
the employed, 1981 to 2006
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incorporated and unincorporated
may have patd employees resulting
in four categories (Table 2). The
majority of self-employed seniors
were unincorporated: about two-
thirds of self-employed men and
three-quarters of self-employed
women. And the vast majority of
those who were unincorporated
did not have paid employees:
80.4% among women and 74.2%
among men.” In contrast, more
than one-half of incorporated sen-
iors had paid employees in 2006.

While the unincorporated without
paid help—also referred to as
own-account workers—still com-
prise the majority of self-employed
seniors, their share has declined.
Between 1981 and 20006, the share
of self-employed men who were
unincorporated without paid help
tell steadily from 67.7% to 50.5%
(Chart D). There was also a mod
est decline among women—from
61.8% to 58.9%.

Seniors' selt-employment

Table 2 Self-employment categories for seniors, 2006

65 and over 65 to 69 70t0 74 75t0 79 80 and over

Men %

Incorporated 3.9 34.5 3118 27.7 26.0
Without paid help 14.0 14.9 141 12.2 11.6
With paid help 17.9 19.6 7.8 15.5 14.4

Unincorporated 68.1 65.6 68.6 72.3 741
Without paid help 50.5 47.4 51.6 55.0 57.5
With paid help 17.6 18.2 17.0 173 16.6

Women

Incorporated 26.8 27.4 251 27.8 26
Without paid help 1B41 12.5 13.0 13.8 15.8
With paid help 13.7 14.9 12.1 14.0 10.3

Unincorporated 733 72.7 74.9 72.2 73.9
Without paid help 58.9 58.1 60.9 59.1 5.9
With paid help 14.4 14.6 14.0 13.1 16.4

Source: Statistics Canodo, Census of Papulotion.
e T e i e e e r———

In contrast, the share of incorporated self-employed men more than dou-
bled, from 15.1% in 1981 to 31.9% in 2006. Incorporated women also
mncreased their share of self-employed seniors: from 16.9% in 1981 to
26.8% in 2006. Thus self-employment among seniors is increasingly com-
prised of incorporated business owners, as opposed to own-account
workers.

Chart D Self-employment categories, self-employed, 1981 to 2006
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Seniots' self-employment

Table 3 Seniors’ employment by industry,

2006
Men Employee (%)
Consumer services 83-3
Business services 19.5
Manufacturing 11.0
Construction and utilities 8.6
Transport 7.4
Education 5.7
Primary goods 5.3
Public administration 5.1
Health 4.0

Primary goods

Consumer services 23.1
Business services 22.0
Construction and utilities 8.6
Health 5.5
Manufacturing 5.0
Transport 3.1
Education 1.0
Public administration 0.0
Women Employee (%)
Consumer services 37.8
Health 17.8
Business services |l 78]
Education 9.4
Manufacturing 5.5
Public administration 4.4
Primory goods 3.4
Construction and utilities 2.3
Transport 2.
Self-employed (%]
Consumer services 34.3
Primary goods 26.0
Business services 19.6
Health 8.4
Manufacturing 4.7
Education 3.8
Construction and utilities )
Transport 1.0
Public administration 0.0

Source: Statistics Canada, Census of Population.

Self-employed seniors concentrated in
a few industries

In compatison with paid employees, self-emploved
seniors were more concentrated in a few industries.
More than three-quarters of self-employed seniors
could be found in three industries: primary goods,
consumer services and business services (Table 3). One-
third of sclf-employed men were in primary goods
and one-third of self-employed women were in con-

22 / Perspectives on Labour and Income

sumer services. By way of comparison, senior men
who were pald employees were 1’Vplcal y employed in
consumet services, business services and manufactur-
ing (63.8%0). Senior women working as paid employ-
ees were likely to work in consumer services, health
and business services (72.9%).

Self-employed seniors were also more likely to be con-
centrated in a few occupations (Table 4). Almost one-
half were employed in the top 10 occupations (out of
520). The most frequently reported occupation was
farmer or farm manager, accounting for 24.2% of self
employed men and 17.2% of self-employed women.
Concentration in the top 10 occupations was much
lower for paid employees: 28.4% for men and 37.6%
tor women.

Factors associated with seniors’
self-employment’

Rescarch suggests that selt-employment is related to a
number of factors, including financial capital, educa-
tion, and personal characteristics (Fuchs 1982, Bruce
et al. 2000, and Zissimopoulos and Karoly 2007).

The financial capital hypothesis suggests that individu-
als in wealthier families are more likely to be self-
emploved because the associated risks and investments
are more casily addressed when individuals are finan-
cially sound (Georgellis et al. 2005). Even though the
census does not contain any information on financial
wealth, it is possible to test that hypothesis by using
“adjusted family income™ as a proxy.' Tt is calculated
by subtracting the employment income of the
respondent from the total family income," and next
adjusting to account for the size of the family (see Daza
source and definitions). Individuals can then be classified
across quintiles in order to verify whether those with
higher financial capital also have higher self-employ-
ment rates.

Self-employment rates can also vary by educational
attainment. Higher education may give individuals the
skills to start and remain in business. Certain fields of
study, like law and medicine, also lead graduates into
occupations with relatively high rates of self-employ-
ment. Past studies have produced mixed results on the
link between education and self-employment.

Other personal characteristics are also known to influ-
ence the probability of being self-employed. For
example, those with another self-employed family
member (usually the spouse) tend to be self-employed
themselves. The link is less clear for other characteris-
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Table 4 Top 10 occupations: Seniors who
were paid employees versus the
self-employed, 2006

Men Employee (%)

Retoil salespersons and sales clerks 9.2
Janitors, caretokers and

building superintendents 3.
Truck drivers 30
Security guards and related occupations 35
Bus drivers and subway and

other transit operators 2.7
Sales representatives,

o 0 0

wholesale trades (non-technical) 2.1
Ministers of religion 2.0
Real estate agents and salespersons 1.8
Delivery and courier service drivers 1.7
Retail trade managers 1.6

Self-employed (%)

Farmers and form managers 24.2
Generol farm workers 4.3
Retail trade monagers 3.5
Finoncial auditors and accountants 2.4
Lawyers and Quebec notaries 21
Retail salespersons and sales clerks 2.0
Truck drivers 1.8
General practitioners and family physicians 1.8
Senior managers - goods production,

utilities, transportation and construction 1.6
Senior managers - trade,

broadcasting and other services, n.e.c.' 1.6
Women Employee (%)

Retail salespersons and sales clerks 8.1
Secretaries {except legal and medical) 6.9
Registered nurses 3.6
General office clerks 3.6
Bookkeepers 3.3
Light duty cleaners 2.8
Receptionists and switchboard operators 2.5
Cashiers 2.4
Administrative officers 2.3
Visiting homemakers,

housekeepers and related occupations 2.1

Self-employed (%)

Farmers and farm managers 17.2
Secretaries (excep! legal and medical) 3
Bookkeepers

Generol farm workers

Retail trade managers

Retail salespersons and sales clerks

Light duty cleaners

Property administrators

Painters, sculptors and other visual arfists
Babysitters, nannies and parents’ helpers

R L el e 1
VoW mws oo

1. n.e.c. = not elsewhere classified
Source: Stotistics Canada, Census of Population.
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Seniors' self-employment

tics. Might those with activity limitations be more likely
to be self-employed in order to work around their
constraints? Are new immigrants more entrepreneurial
than the Canadian-born or more established immi-
grants?

Modelling self-employment among senior
workers

The probability that a working senior would be self-
emploved as opposed to a paid worker was estimated
using probit models. In addition to the aforemen-
tioned factors, a number of other demographic vari-
ables were included as controls.

Since farmers and farm managers comprise the largest
sub-group of self-employed seniors and their charac-
teristics differ from those of other self-employed
workers, alternative models were estimated excluding
this sub-group. A third set of models, using industry
controls, was also estimated to control for this hetero-
geneity without subdividing the sample.

These models are estimated using cross-sectional data.
The results are thus descriptive in nature—they do not
address the probability of becoming self-employed. Such
inferences would require longitudinal data. Currently
available longitudinal data sets lack either the sample
size or the range of variables to conduct such an analy-
sis focusing on seniors.

The results are presented as marginal effects which
measure the change in the odds of being self-employed
for a certain characteristic in comparison to a refer-
ence group (Table 5). These marginal effects can gen-
erally be interpreted as the difterence in probability
between the groups being compared. For example,
the value of -0.04 in the upper-left-most cell in
Table 5 indicates that those in the first quintile of “other
income™ are 4% less likely to be self-employed than
those in the third quintile.

Higher-income seniors are more likely to
be self-employed

According to the model, adjusted family income was
posttively related to self-emplovment among sentors.
For working men, the probability of being self-
employed as opposed to being a paid employee was
higher by 0.04 in the fourth income quintile and by
0.11 in fifth income quintile than for those in the
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Table 5 Marginal effects from a probit model of seniors’ self-employment, 2006'?

Men Women
All Non-form All Non-farm
Column Column Column Column Column Column Column Column
1 2 3 4 5 6 7 8
Other family income
First quintile -0.04* -0.03* -0.03" -0.03* -0.01 -0.02** -0.02 -0.02°"
Second quintile 0.01 0.01 0.01 0.01 0.00 0.00 0.00 0.00
Third quintile (ref.)
Fourth quintile 0.04° 0.05* 0.04° 0.04* 0.02* 0.02** 0.03* 0.03*
Fifth quintile (02 ) 0.11* 0.11* 011" 0.07* 0.06* 0.07° 0.06*
Highest level of education
Less thon high school {ref.)
High school or equivolent -0.06* -0.03* -0.01 -0.01 -0.03* -0.01 -0.01 0.00
Trodes/apprenticeship certificote -0.04* 0.01 0.04* 0.03* -0.01 0.02 0.02 0.02**
Non-university certificote/diploma -0.03* 0.01 0.04* 0.03* -0.01 0.03" 0.01 0.04
University degree 0.02 0.09* 0.10* 0.11* 0.07 0.17* 0.09* 0.17¢
Activity limitations
None (ref.)
Limited someatimes 0.03* 0.02* 0.02¢ 0.02* 0.04* 0.04* 0.04* 0.03*
Limited often 0.04* 0.04° 0.03* 0.04* 0.04* 0.04* 0.04" 0.03*
Age
65 to 69 -0.09" -0.05¢ -0.04° -0.02** -0.06" -0.03* -0.03** -0.02
70to 74 -0.03° -0.01 0.00 0.00 0.00 0.02 0.02 0.02
75t0 79 0.02** 0.03* 0.04* 0.04* 0.02 0.02 0.03"* 0.03
80 ond over (ref.)
Employment status of other
family member

Poid employee (ref.)
Self-employed 0.17* 0.15° 0.14* 0.14* 0.18* 0.14* 0.13* 0.13"
Not working 0.03* 0.03* 0.01"* 0.02* 0.07* 0.07* 0.06* 0.06*
Immigrant status
Immigrated between 1997 and 2006 -0.16* -0.16* -0.14* -0.14* -0.107 -0.10* -0.08* -0.08°
Immigroted before 1997 0.03* 0.05* 0.04° 0.05* 0.03* 0.04* 0.04* 0.04*
Aboriginal peoples -0.17¢ -0.13* -0.10* -0.07* -0.15* 0.1 -0.11* -0.09*
Other (ref.)
Industry
Consumer services (ref.)
Business services 0.08" 0.07" 0.02** 0.02**
Manufacturing -0.10° -0.09* -0.02 -0.02
Construction and utilities 0.09* 0.09* 0.00 0.00
Tronsportation -0.10* -0.09* -0.10* -0.09*
Primary goods 0.40° 0.06* 0.41°* 0.15*
Public administration ond education -0.37* -0.32* -0.22* -0.19°
Health 0.09* 0.08* -0.14* -0.12°

* significantly different from the reference group (ref.) at the 1% and "* 5% levels, respectively

1. Dependent variable = 1 if self-employed and employed in the reference week, 0 if paid employee and employed in the reference week.
2. Marginal effect is for a discrete change in dummy variable from 0 to 1.

Note: Maodels also controlled for marital stotus, official language, type of region and province.

Source: Statistics Canodo, Census of Population.
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Seniors' self<emplovment

Comparisons with younger age groups

Self-employment as a percentage of the total population is
higher for younger age groups than seniors because more
individuals are working in the former age range.

The rate has been mare stable amang senior men than
younger age groups. While the rate among senior men
remained around 6% between 1981 and 2006, for those age
25 to 54 it decreased from 13.1% in 1981 10 11.9% in 1991,
increased to 13.6% over the next five years, and fell to 12.5%
in 2006 (data not shown). For 55- to 64-year-olds, after
registering a small increase between 1981 and 1986 and
a decline to 12.9% during the next five years, it was on the
rise until 2001 and remained at 15.5% in 2006.

Chart E Self-employed as a percentage of total employed, by age, 1981 to 2006

Among women, all three age groups experienced a steady
increase over time. The rate increased tfrom 0.7% to 1.7%
for seniors, from 2.1% to 6.6% for women age 55 to 64, and
from 3.2% to 6.9% for 25- 1o 54-year-olds.

When self-employment among seniars was looked at as a
proportion of those working, it was found to be much more
prominent than among the younger age groups {Chart E}.
Employed senior men and women were almost twice as
likely to be self-employed as workers age 55 to 64, and
almost three times as likely as 25- to 54-year-olds. Also,
regardless of age, men were much more likely to be self-
employed than women.
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middle quintile. For those in the bottom quintile, it
was lower by 0.04, while the difference between those
in the second and the third quintiles was not statisti-
cally significant. Among working women, those in the
fourth and fifth quintiles were also more likely to be
self-employed than those in the middle quintile. How-
ever, the differences were not statistically significant
between the bottom two quintiles and the middle
quintile.'*

University degree increases probability
of self-employment

With respect to education, men and women with uni-
versity degrees were more likely to be self-employed
than those with less than a high school education. The
predicted probabilities of self-employment were

Statistics Canada — Spring 2011

higher by 0.02 for university-educated men and by 0.07
for university-educated women. On the other hand,
men who were either high school or postsecondary
graduates, but without a university degree, were less
likely to be self-employed than those who had not
completed high school. Among women, the differ-
ences berween middle levels of education and high
school graduates were either small or not significant.

Evidence for the education hypothesis was stronger,
especially for men, when farmers were removed from
the sample. In this sample, both postsecondary and
university graduates had higher predicted probabilities
than high school graduates. These results suggest
that factors other than education play a large role for
farmers and farm managers.

Perspectives on Labour and Income / 25




Seniors' self-employment

Seniors’ self-employment is often a
family affair

For many seniors, self-employment is a family affair.
Men and women with another self-employed family
member were more likely to be self-employed them-
selves than those who had anothet family member
wotking as a paid employee. The probability was
higher by 0.17 for men and by 0.18 for women.

Conditional on the fact that they were working, senior
men age 75 and over were more likely to be self-em-
ployed than younger seniors. If they were working,
women age 65 to 69 were less likely to be sclf-em-
ployed than those 80 and over. Similar patterns held
when farmers were excluded from the sample: the
relative probability of self-employment peaked in the
75-t0-79 age group for both men and women.

Controls for other demographic variables vielded
some interesting results. Men and women with actvity
limitations were more likely to be self-employed than
those without limitations. On the other hand,
recent immigrants (who immigrated in the preceding
10 years) and Abornginal peoples were less likely to be
self-employed.

An alternative model included industry as a control.
Similar to the effect of dropping farmers from the
sample, adding industry controls strengthened the
relationship between a university degree and self-
employment.

Looking at particular industries, seniors working in
business services, construction and utilities, and primary
goods industries were more likely to be self-employed
than those in consumer services, The opposite was truc
for men and women employed in manufacturing,
transportation, and public administration and educa-
tion, The relationship was strongest between working
in primary goods and self-employment, but weakened
considerably when farmers were excluded.

Summary

Recent studies have documented the increasing
employment among seniors in Canada. However,
much less is known about the extent of self-employ-
ment among working seniors. Using detailed infor-
mation from the census, this article presented new
information on self-employed seniors. It also exam-
ined the factors associated with self-employment
among working seniors.
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The self-employed comprised a substantial portion of
the employed labour force among seniors. Among
those who had a job in 2006, more than 1 in 3 seniors
were self-employed. Although the number of self-
employed seniors continues to increase, between 1996
and 2006 the number of employed seniors increased
even faster. As a result, the proportion of selt-
employed seniors declined. Since self-employment
increased rapidly among seniors in the 1980s and the
1990s, its share of working seniors in 2006 was still
relatively high by historical standards.

In 2006, the majority of sclf-employed seniors were
unincorporated without paid help. Over the past few
decades, however, a new class of sclf-employed sen-
iors—those with incorporated businesses—became
increasingly prevalent.

Self-employed seniors were concentrated in a few
industries and had a much less diverse occupational
profile than younger self-employed workers. Farmers
and farm managers accounted for one-quarter of sen-
ior men and one-sixth of senior women in self-
employment.

This study also looked at factors associated with self-
employment among seniors. Self-employment was
positively associated with other family income, indi-
cating that individuals with more financial capital were
more likely to be self-employed. The presence of a
self-employed family member (most often the spouse)
and having a university degree were other factors
associated with a higher probability of being self-
employed. Although these results persisted in models
that excluded farmers and included controls for
industry, they varied somewhat in magnitude.

Perspectives

H Notes

1. Existing studies tend to focus on the population age 15
to 64 (see, for example, Lin et al. 1999 and Moore and
Mucller 2002). Gardner (1994) and Turcotte and
Schellenberg (2007) provide some general numbers on
sclf-cmployment among seniors but do not delve into
the details of thart specific population.

2. Farm self-cmployment constitutes an important portion
of total sclf-employment. Among men, 35,660 out of
the 123,670 self-employed were farmers. The corre-
sponding numbers for women were 8,890 out of 40,400.
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3. Thisis not surprising since paid employees typically redre
carlicr than the sclf-employed. In addition, some people
who retire from paid emplovment enter self-employ-
ment.

4. Our of 158,455 (84,950) employed men (women) age 65
10 69, 62,370 (21,385) were sclf-employed. Among those
age 75 and over, of the 53,130 and 23,845 men and
women who were working, 28,480 and 8,220 were self-
employed, respectively.

5. In the remainder of the paper, ‘employed” refers to the
paid emploved and self-employed. Unpaid family work-
ers are cxcluded.

6. The numbers (44.4% and 29.4%) differ from those
mentioned earlier (44.1% and 28.6%) since unpaid family
workers are excluded here.

7. Examining non-farm sclf-cmployment is also important
since it removes the effect of the relative decline of the
agriculture sector within the ranks of the self-employed
over that pertod. As a proportion of working senior
men, total self-employment declined by 9.1 percentage
points between 1996 and 2006, but the proportion of the
non-farm self-employed declined by only 1.8 percentage
points.

8. Of the 84,205 (29,610) men (women) who were unincor-
porated, 62,430 (23,805) did not have paid employees.

9. This scction pertains only to 2006.
10. This proxy was also used by Uppal (2010).

11. Tt is necessary to remove the employment income of
individuals from our definidon of adjusted family
income since there is a direct relationship between self-
employment (and paid employment) and employment
income. However, other sources of income from all
family members were included (e.g., pension income,
transfers, dividends, and capital gains) as well as the
employment income of other family members.

12. Similar results were found when self-employed farmers
were removed from the sample,
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Retirement, health and

employment among those 55 plus

Jungwee Park

or older workers, control over the timing and

circumstances of their retirement is crucial to

their economic well-being. At the same time, the
retention of older workers is a significant issue for
policy makers and employers in an aging society. The
motivations to remain on the job vary according to
the circumstances of older workers and those who
remain on the job have different preferences in the
workplace than their younger counterparts. Thus, a
better understanding of the characteristics of older
workers in various stages of retirement may help
inform employer practices and public policies.

Since older workers are not a homogencous group,
information on the socio-economic, employment, and
health-related characteristics of specific groups will
contribute to understanding their labour supply
patterns (Wegman and McGee 2004). Retirement
decisions are closely associated with workers’ capa-
bilities, limitations and needs in the labour market.
Older workers’ health is an especially important
aspect of their labour market activity: some hypoth-
esize that physical and mental health and associated dis-
abilities may be barriers to the employability of older
workers (Nauta 2005). Similarly, poor health has been
associated with eatly exits from the labour market
(Park 2010).

Many studies, however, treat older workers as a single
group with little attention paid to their retirement his-
tory. Due to data limitations, retirement experience or
partial retirement status were rarely included in analy-
ses. This study attempts to fill the information gap on
distinct states of retirement among older workers in
terms of their links to health and labour market char-
acteristics. It presents the sociodemographic charac-
teristics of four different retirement situations:

never retired

e partially retired
e fully retired
® previously retired but returned to work.

The article outlines the characteristics of these four
groups and discusses how they are associated with
work hours, work patterns and occupation. Most
findings are adjusted to account for the differing age
and sex characteristics of the groups.

Data originate from the 2009 Canadian Community
Health Survey (CCHS) — Healthy Aging, designed to
better understand the aging process of Canadians. It
contains information on health and well-being, social
support and participation, and work and retirement
transitions (see Data source and definitions). Since the
CCHS is a cross-sectional survey, it is not possible to
trace the employment and retitement histories of
respondents. On the other hand, this data source con-
tains new information on the association between
retirement characteristics and the socio-economic and
health status of older Canadians. Moreover, some ret-
rospective questions included in the survey are useful
in derermining past retirement experiences.

Four retirement groups

Using several CCHS questions on retirement, four
mutually exclusive groups of older people were iden-
tified:' never retired, partally retired, fully retired, and
returned workers.

The never-retired are currently in the labour force and
have never retired from a job. Partial retirement is
based on self-reporting. The retired population
includes those who report themselves as completely
retired, not in the labour force and receiving 506 or
more of their total income from retirtement income
sources such as Old Age Security (OAS) and the Guar-
anteed Income Supplement (GIS), the Canada Pen-
sion Plan or the Quebec Pension Plan (CPP/QPP),
investments, dividends, retirement pensions, superan-
nuation and annuities. Returned workers are currently
in the labour force and not tetired, either fully or pat-
tially, but indicate that they had previously been
retired.

Junguee Park is with the Labour Statistics Division. He can be reached at 613-951-4598 or jungwee.park(@statcan.gi.ca.
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Retrement, health and employment among those 55 plus

|Daia source and definitions

The Canadian Community Health Survey (CCHS) ~ Healthy
|Aging is one of the focused-content cycles of the CCHS. The
survey was designed to collect new information on the factors,
influences and processes that contribute to healthy aging
through a multidisciplinary approach including health, so-
cial and economic determinants. The survey focuses on the
| health of Canadians age 45 and over by examining the factors
ithof offect healthy aging, such os general health and well-
being, physical activity, use of health care services, social
‘participotion, as well as work and retirement transitions.

The CCHS - Healthy Aging targets persons age 45 years and
over living in private dwellings in the ten provinces and was
conducted between December 2008 and November 2009.
|Residents of the three territories, persons living on Indian
| Reserves or Crown lands, those residing in institutions, full-
(time members of the Canadian Forces and residents of certain
remote regions are excluded from this survey. In total, 41,496
of the selected households were in-scope for the survey. Out
of this sample, 33,517 agreed to participate in the survey,
resulting in an overall household-level response rate of 81%
(Statistics Canada 2010). This study includes those age 55
!?o 84 and provides complete information on retirement. Those
who never worked for pay are excluded. The retirement
status of those age 75 to 84 was measured using the infor-
mation on income sources and self-reported retirement status
since the CCHS asked the question on working status only
to respondents age 74 and younger the previous week. For
the calculation of retirement age, respondents indicating they
had retired before age 40 were excluded. The final sam-
ple size for the analysis was 19,774,

To account for the survey design effects, caefficients of vari-
ation and p-values were estimated and significance tests were
performed using the bootstrap method. The significance level
was set at p<0.05.

Shift work refers to anything other than a regular daytime
schedule {evening, night, rotating or split shifts).

!

|The self-employed are those who worked mainly in their
lown businesses or professional practices, or on their awn
farms.

| Occupation was collapsed into three groups: white collar
I {management; professional; technologist, technician or tech-
|nical occupotion; and administrative, financial or clerical),
sales or service, and blue collar (trades, transport or equip-
ment operator; farming, forestry, fishing or mining; and
|processing, manufacturing or ufilities).

Self-perceived health: excellent, very good, good, fair
or poor. Respondents who answered that their health was
;fuir or poor were considered to have negotive self-perceived
health.

Self-perceived mental health: excelient, very good,
good, foir or poor. Respondenis who answered that their
mental health was fair or poor were considered to have
negotive self-perceived mental health.

|Life satisfaction: very satisfied, satisfied, neither satisfied
nar dissatisfied, dissotisfied, ar very dissalisfied. Respond-
enis who answered very dissatisfied or dissotisfied were con-
sidered to have life dissatisfaction.

ISelf-perceived life stress: response categories for the
amount of siress experienced most days included: not at all
stressful, not very stressful, a bit siressful, quite a bit stresstul,
or extremely stressful. Respondents who answered “quite a
bit” or “extremely” stressful were clossified as having high
self-perceived life stress.

1
Self-perceived work stress at! the main job or business|
in the post 12 months was measured by asking whether most
days at work were not at all stressful, not very stressful, a
bit stressful, quite a bit stressful, or extremely stressful.
Respondents who answered quite a bit or extremely stress-
ful were classified as having high self-perceived work stress.

Functional health indicators provide a description of an
individual’s overall functional health based on the follow-
ing attributes: vision, hearing, ambulation (ability to get
around), cognition (memory and thinking) and pain {for more |
information, see Feeny et al. 2002). '

Daily smokers were defined as those who smoked cigarettes
every day.

Heavy drinking was measured by asking respondents the
number of times in the past year they had had 5 or more
alcoholic drinks on one occasion. Having done so at least
once per month (or 12 or more times in the past year for
cycle 1) was classified as heavy monthly drinking.

Physical inactivity was based on tatal accumulated energy!
expenditure (EE) during leisure time. EE was caiculated using
the reported frequency and duration of all of a respondent’s
leisure-time physical activities in the three months before
the interview and the metobolic energy demand (MET value)
of each activity, which was independently established.
Respondents with high or moderate EE (1.5 or more) were
considered physically active, while those with low EE (less
than 1.5) were considered inactive (for more information,
see Statistics Canada 1995 and Stephens et al. 1986).

Body mass index (BMI) is calculated by dividing weight
in kilograms by height in metres squared. Obesity is defined
by a BMI of 30 or more.

Nutritional risk measures whether respondents are at high
nutritional risk. The questians ask about respondents’ eat-
ing habits an a typical doy. They are based on an 8-item
nutritional risk screening index (SCREEN [I-AB) designed to
identify risk for impaired nutritional states of older adults
in community living. Each response category for each item
is assigned a score. The maximum score for all summed items |
is 48, with o cut-off point of < 38, indicating high nutritional
risk (for more information, see Keller et al. 2005, and 8eath
and Keller 2007).

Social Support measures four categories of social support:

e emotional or informational support- the expression
of positive affect, empathetic understanding, and the en-
couragement of expression of feelings; the offering of
advice, information, guidance or feedback

e tangible support—the provision of material aid or
behavioural assistonce

e positive social interaction—the availability of other}
persons with whom 1o positively interact i
|

¢ affection—involving expressions of love and affection.

Higher scores indicate higher levels of social support (for
more information, see Sherbourne and Stewart 1991).

Sense of belonging to local community was measured |
using answers falling into four categories: very strong, some-
what strong, somewhat weak, or very weak. Respondents who
answered very strong or somewhat strang were classified as |
having high community belonging.
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Chart A More men age 55 to 84 in labour
force than women
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Chart B Maijority of the never-retired under
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Source: Conadion Community Health Survey (CCHS) - Healthy
Aging, 2009.

Women more likely to be retired

The demographic make-up ot the tour retirement
groups varied considerably. Compared with women
age 55 and over, a higher proportion of similarly aged
men was still attached to the labour force. While 60°0
of women were fully retired and out of the labour
force, just under one-half of men were in similar cir-
cumstances (Chart A). Men were more likely than
women to be never-retired (38% versus 30%) and
partially retired (13% versus 9%0). Less than 3% of both
women and men reported returning to work from
retircment.

Among those who had never retired, the majority was
under the age of 65 (Chart B). Almost three-quarters
of those who returned to work were between the ages
of 55 and 64. Many may have taken early retirement
before returning to the labour force.

About one-third of partial retirees were age 65 to 74.
Barcly 1% of the never-retired, 8% of the partially
retired and 2% of returnees were age 75 and over,
whereas more than one-third of the fully retired
belonged to this age group.

Since the four retirement groups differ by age and sex,
most inter-group compatisons in this study are tested
on age—sex standardized rates.” The adjusted statistics
are used to determine whether differences exist in cet-
tain variables after controlling for age and sex. It is
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particularly important to eliminate the age—group
effect when comparing conditions potentially affected
bv age, like health.

Retirees at bottom of income distribution

The fully retired were more likely than the never-
retired to be in lower income quintiles (Table 1).
Almost 60% of retirees (55% of men and 62% of
women) belonged to the lowest two tncome quintiles
compared with less than 30% of those who never
retired (24% of men and 30% of women [data not
shown]). Moreover, more than 40% of the retired
reported that they had less than $25,000 in savings and
investments.’

These data indicate that a sizeable minority of older
workers may continue working out of necessity. On
the other hand, financially secure and well-educated
older workers are also more likely to remain employed
(Uppal 2010). And there seems to be a ready market
for their skills. More than one-third of returned work-
ers were among the highest income quintile compared
with only 8% of those who were fully retired.

Although income is closely related to curtent employ-
ment status, that may not be the case for wealth,
Almost two-thirds of fully or partially retired workers
were mortgage-free homeowners compared with
about one-half of the never-retired and returnces. The
implicit income generated by home cquity is an
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Table 1 Population age 55 to 84 by selected sociodemographic characteristics and retirement

status, 2009

Never Partially Fully Returned

retired retired retired to wark
Income quintile %
First 10.0 16.3** 3145 SLOK=
Second 16.4 20.0** 275" 18.0¢
Third 20.1 20.3 19.2 17.3
Fourth 23.8 21.8 13.8* 24.0
Fitth 29.7 219" 7.8° 34.9
Source of personal income
Eornings 93.0 41.8* 1452 77.4°
Transfers 8% i/ A 25.6° F
Savings 1.2 45.3* 70.1* 16.8¢°
Other income 2.7 4.25 2.9 F
No income 1.4¢ k F F
Home ownership
Mortgage paid off 47.6 62.9* 66.7* 50.3
Mortgaged 36.9 24.1* 11.6* 38.3
Rent 13.3 11.0° 18.3** 8.8t
Other 132E 1.4¢ 228 B
Educational attainment
Less than high school graduation lox2 17.5 35.8* 12.5¢
High school graduation 20.1 18.0 17.3** 18.6
Some postsecondary education 6.1 5.7 4.7** ANE
Postsecondary degree 58.7 58.9 42.3* 64.8
Marital status
Married/common-law 79.1 79.0 67.9* 77.7
Divorced/separoted 1.8 9.2** 8.4 13.5
Widowed 3.9 6.6 19.7* 4,980
Never married 5.2 52 4.0** 3. 95
Family type
Unattached individual 15.1 17.8* 25.8¢ 14.8
Couple without children 49.8 61.8** ST 571
Couple with children 22.3 12.6* 6.2° 17.4¢
Single parent 4.3 2,48 858" 3.8¢
Other 8.5 CRhi 6.9** 6.9t
Visible minority 15.0 5:3* 7..5¢% F
Immigrant 30.7 21.0* 24.6° 17.9¢

* significantly differeni from the never-refired before ond after age-sex adjustment (p<0.05)
** significantly different fram the never-retired before but not after age-sex adjustment (p<0.05)

Source: Canadian Community Health Survey (CCHS) - Healthy Aging.

important source of economic well-being for home-
owners. Mortgage-free home ownership may
thus partially compensate for the income reduction
due to full or partial retirement.*

The main source of income tends to differ among
the four groups. Not surprisingly, the never-retired
rely mainly on earnings including wages, salaries
and self-employment income. Similarly, almost 80%
of returnees reported earnings as their main source of
personal income.

The main income sources of the completely retired
were savings, including pension benefits (70%)
and government transfers (26%), like OAS and
GIS. Women retirees tend to rely on transfers
more than men (32% versus 17%). The proportion
of savings in personal income for men was 78%
while that for women was 63%.

The income of partial retirees comes from a
combination of employment earnings and personal
savings including dividends and interest, benefits

 / Perspectives on Labour and Income

Spring 2011 — Statistics Canada



from CPP/QPP, job-related retire-
ment pensions and RRSPs.

Returnees have highest
levels of education

Those who returned to work had
the highest average level of educa-
tional attainment. Among this
group, 65% had postsecondary
degrees compared with 42% of the
fully rerired. Only 13% of returned
workers had less than a high school
education compared to 36% of
retirees. These differences were sta-
ustically significant after adjusting
for age and sex. Thus, it is not
merely a result of the relatively
younger average age of returned
workers. A relatively high level of
human capital is an advantage for
those wishing to come out of re-
tirement and re-enter the
workforce. Other tesearch shows
that returned workers tend to have
valuable skills and experience
gained from previous employment
(Scheltenberg et al. 2005).

Fully retired groups showed signifi-
cantly higher rates of being wid-
owed even after controlling for age
composition. With similar controls

Retirement, health and employment among those 55 plus

est among those who never retired
(15%). This corresponds with data
on retirement age. Among work-
ers fully retdred in 2009, the mem-
bers of visible minority groups and
immigrant workers had retired, on
average, two years later than other
retirees.

Never retired most likely
to work full time

In general, partial retirement
equates to part-time work. Almost
70% of partial retirees worked part
time—Iless than 30 hours per
week—compared with only 11%
of the never-retired (Table 2).
More than 1 in 5 returnees also
worked part time (22%). Of those
who never retired, 31% worked
more than 40 hours per week, as
did 28% of returned workers. On
the other hand, only 8% of partial
retirees worked more than 40
hours per week.

Non-standard work arrangements
were also more prevalent among
the partially retired and returnee
groups. More than one-third of

those who had returned to the
labour force from retirement
worked as shift workets compared
to 21% of the never-retired.

Partial retirement may occur in the
main job before retirement as
some employers have transitional
programs offering reduced hours
or responsibilities. More often, it
involves a job change or a transi-
tion into self-employment (Honig
and Hanoch 1985). The partially
retired had a significantly higher rate
of self-employment than those
who had never retired (43% versus
24%). They may have chosen the
self-employment path to stay
involved in the labour market.
Many partial retirees may also pre-
fer self-employment as it usually
provides more flexibility and im-
poses fewer constraints on the tim-
ing of retirement (Uppal 2011).

Almost two-thirds of returned
workers held white-collar jobs (see
Data source and definitions), which
was significantly higher than the
rates for the never-retired and
partially retired groups. The high

in place, fully retired women were e ——

most likely to live alone. Of the
fully retired, 20% were widowed
and more than one-quarter were

Table 2 Population age 55 to 74' by selected labour market
characteristics and retirement status, 2009

unattached individuals compared NeTsr Partially Returned
with 4% and 15%, respectively, for retired retired to work
hose who never retired.
! - Work hours per week %
Compared with the retired, a Less than 30 1. 68.8* 21.7%
higher proportion of employed  30t040 58.3 23.67 50.3
. L More thaon 40 30.6 7.6° 28.0
women were married or living ) . .
common-law. Unlike younger co. ~ Shift work . i -
horts, married women over the Self-employed 23.7 42.6 32.8
age of 55 were more likely to work ~ Occupation )
i el h White collar 56.5 54.1 64.4
than singie women tne same age. Sales/services 20.0 24.8** 20.8
Blue collar 23.6 21.1 14.7°

The proportion of immigrants was
highest in the never-retired group
(31%0). Similarly, the proportion of
visible minority workers was high-

* significantly different from the never-retired before ond after age-sex adjustment (p<0.05)

** significanily different from the never-retired before but not after age-sex adjusiment (p<0.05)
1. The CCHS collects the information on labour market choracteristics for individuals age 45 to 74.
Source: Conodian Community Health Survey (CCHS) - Healthy Aging
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incidence of white-collar jobs among returned work-
ers is consistent with their higher levels of educational
attainment,

Overall, the work arrangements of the never-retired
55 and over are similar to those of workers age 45 to
54. Similar proportions of each group were self-
employed, working shifts or in full-time jobs, and their
occupational distributions were nearly identical.

Retirees have poorer health

Health varies by retitement status. The fully retired
population has lower health sratus, according to sev
eral measures, than groups still attached to the labour
force. Health status includes information based both
on a five-category scale of self-perceived health and

the number of chronic conditions. The number of
chronic conditions’ was included to capture the effect
of objective health status and minimize potential
biases of self-assessed health (Park 2010).

Even after adjusting for age differences, a higher pro-
portion of retirees had multiple chronic conditions.
More than one-half had at least three chronic condi-
tions and one-quarter had five or more conditions
(Table 3). Retired women were more likely than re-
tired men to have chronic conditions. Almost 60% of
women reported three or more chronic conditions
compared with 49% of men. One-half of all retired
women reported having high blood pressure (50%)
or arthritis (48%0) (see Mast prevalent chronic conditions).

Table 3 Population age 55 to 84 by selected health indicators and retirement status, 2009

Never Partially Fully Returned

retired retired retired to work
Health status %
3 or more chronic conditions 26.4 34.4%* 52.5* 29.2°*
5 or more chronic conditions 6.3 8.1 21.4* 9.5¢
Negative self-perceived health 11.6 10.5 23.6* 4.7t
Negative self-perceived mental health 3.8 3.4 6.0° F
Life dissatisfaction 8.4 6.9 10.8* 5.6
High self-perceived life stress 25.2 1 1p8* 10.9* 2857€
High self-perceived work stress 31.4 12.8* A 23.0°
Functional problem
Memory and cognition 20.0 20.8 28.4* 193
Hearing %7 3N 6.0* F
Walking 1.6 245 12.0% F
Vision 79.2 79.3 82.3* 811
Pain 22.5 22.3 29.9* 20.2
Health behaviour
Daily smoking 16.7 11.0* 11.2** 11.26
Heavy drinking 5.8 Sp2 2.7** K0y
Physical inactivity 14.9 16.0 36.7* 10552
Obesity 221 21.4 20.6 26.6F
High nutritional risk 35.9 382 35.2 29.9
Community support and participation
Community belonging 33.9 29.1°** 31.2* 3691
Participation in volunteer/charity activity (weekly or more) 68.9 78.2* 76.6* 78.9**
Social support mean score
Emotional support (out of maximum 32) A2 27.2 26.8* 28.1
Tangible support (16) 13.5 13.6 13.4 347
Affection (12) 10.7 10.8 10.5* 10.8
Positive social interaction (16) 13.9 13.9 13.6* 14.1

* significontly ditferent from the never-retired before and ofter age-sex odjusiment (p<0.05)
** significontly different from the never-retired betore but not ofter age-sex adjustment (p<0.05)
*** significantly different from the never-refired (p<0.05) only after age-sex odjustment

Source: Canadian Community Health Survey (CCHS) - Healthy Aging
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Almost 1 in 4 retirees (24%) perceived their overall retirement (Honig and Hanoch 1985). Less-demand-
health as fair or poor compared with 11% for the ing jobs are usually related to lower levels of work
pattially retired. And 11% of retirees, or more than 1 stress. Due to their overall lower employment hours,
in 10, expressed life dissatisfaction, versus 7% for the the partially retired would have more personal and lei-
partially retired. In terms of functional health, again a sure time, contributing to a more positive work-lite
higher proportion of retirees had problems with cog- balance. Accordingly, partial retirees participated in
nition, hearing, walking and vision than the never- community activities like volunteer and chatity work
retired, partially retired and return-to-work groups. more frequently than never-retired workers.

Chronic pain was also experienced by 30% of retirees.
p )

Retirees were much more likely than the other groups Retirement plans and perceptions

to be physically inactive (37% versus 11% of returned The lower health status of retirees is reflected in their
workers). The lower level of physical activity of the self-perceived ability to work. Ability to work was
retred is in line with other indicators of relatively poor scored on a 10-point scale, where 10 indicates a full
health for this group. ability to work and 0 denotes a complete inability to

work. The mean ability-to-wotk score for the retired
was 5.3, compared with 9.2 for never-retired and 9.3
for returned workers (Table 4).

In addition to the relatively low health status of the
retired, they reported receiving less social support. On
average, their levels of emotional support, positive

social interaction, affection, and community belong- Compared with the age of retirement of previously
ing were significantly lower than those of never- retired groups, the planned age for those who had not
retired workers. Retirement may separate many from yet retired was much higher (a mean of 66 for men
the social support that the workplace and co-workers and 64 for women). In comparison, the average age
can provide. of retirement for the partially retired was 60 for men

and 58 for women, while that of the fully retired was
also 60 for men and 58 for women. The mean retire-
ment age of returned workers was 53 for both men
and women.

Perhaps reflecting the flexibility of their work arrange-
ments, partial retirees seemed to be the least stressed
workers. Only 13% perceived their work to be quite a
bit or extremely stressful compared with 31% of

never-retited workers and 23% of returned workers. The relatively late planned retirement of the never-
The preference of older workers for less-demanding retired may be associated with their level of financial
employment is an important motivation for partial preparedness. Almost 40% of never-retired workers

Table 4 Population age 55 to 84 by retirement patterns and perceptions, and retirement
status, 2009

Never Partially Fully Returned
retired retired retired to work
age
Mean retirement age’ 65.4 59.0 58.9 53.3
Median retirement age’ 65.0 60.0 60.0 54.0
mean score
Self-perceived ahility to work (moximum 10} 9.2 8.2 5.8t 93
Financial plan for retirement %
More than adequate/adequate 62.6 70.5**
Barely adequate 28.7 17.7%*
Inadequate 13.7 11.8 . .
Employer pension plan other than CPP/QPP 60.7 62.0"** . 77.7*

* significontly different from the never-retired before ond ofter oge-sex adjustment (p<0.05)

** significently ditferent from the never-retired before but not ofter oge-sex adjustment (p<0.05)
*** significantly different from the never-retired (p<0.05) only offer age-sex adjustment

1. Refers 1o oge of first full or partial retirement, or plenned age of retirement for the never-retired
Note: CPP/QPP = Cancda Pension Plon/Quebec Pension Plan.

Source: Canadian Community Health Survey (CCHS) - Healthy Aging.
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reported that their financial plans for retirement were
less than adequate. Moreover, more than one-third
reported that they had less than $25,000 in savings and
investments. The never-retired were also less likely to
contribute to employer pension plans compared with
returncd workers and partial retirees.

Reasons for retirement and return

The groups who had retired at least once—the fully
retired, the partially retired and returnees—were asked
to choose which of 11 reasons contributed to their
decision to retire.” The most common reason for
retirement was that it was financially possible (Table
5). However, while 46% of the partially retired
reported retiring because they were financially able to
do so, only 34% of the fully retired and 28% of
returnees did so.” Men were more likely than women
to retire because of financial security: 40% of men
stated this reason compared to 29% of women.

Among returnees, one-half indicated financial consid-
erations as a reason for returning to the labour force
(Table 6). Women were more likely than men to
return to work for financial reasons (57%0 versus 48%).
On the other hand, one-half of returnees also reported
they were back on the job because they liked to work
or wanted to be active.

Table 5 Reasons for full or partial retirement,' 2009

Table 6 Reasons for returning to work, 2009

%
Like working/being active 52
Financial considerations 52
Interesting work opportunity 30
Do not like retirement 29
Want challenge 25
Want to make contribution 13
Prefer gradual retirement 8
Improvement in health 5
Caregiving duties no longer required 2
Other 5

Saurce: Canadion Community Health Survey (CCHS) - Heolthy Aging.
e e ey

Conclusion

Older workers end their employment careers in dif-
ferent ways and for a variety of reasons. Many remain
on the job past the point when others retire, some opt
for partial retirement, and others who have retired
subsequently re-enter the workforce. Many returnees
and partial retirees work part time or as shift workers,
or ate self-employed.

The challenges faced by the four groups are quite dif-
ferent. Many who had never retired were concerned
about their financial preparedness for retirement; par-
tial and full retirees had relatively
low levels of income; many of the
fully retired reported poor health,
which may be related to their with-
drawal from the labour force; and

many returned workers had appar-

Partially Fully Returned . ; |
retired retired to work ently retired involuntarily.

o The results indicate that employers
Financially possible 46" 34 28 and policy makers cannot treat
Completed required years of service 41 29 26 older workers as a homogenous

Ee .

;Yf:::zd(;&::"gc‘;’i’z::‘“ ‘3;, "]33 ?g“ group. Many older workers will
Employer-inceBiives 19¢ 8 1586 have difficulty remaining on the job
Health/disability 16 24 14t due to poor health, even if they are
Agresment with spouse/partner s 16 8 not financially ready to reuare. Eco-
Organizational restructuring 12 9 1753 . P
Caregiving et 7 46 nomic conditions will force some
Mandatory policy 4f 4 & into retirement before they are
Other 5t 4 17¢

ready, and they will be likely to look

* significantly different from the retired (p<0.05)
1. Far thase with a single retirement experience.
Source: Canadian Community Health Survey (CCHS) ~ Healthy Aging.
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for opportunities to continue their
careers. Others will stay on the job
as long as they can to improve their
financial security in their sentor
years. Many would prefer a more
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Most prevalent chronic conditions

For men age 55 to 84, the most preva- Table 7 Most prevalent chronic conditions among population age

lent chronic condition was high blood 55 to 84,' 2009

pressure (33% for the employed ond

46% for the retired) (Table 7). For Employed Retired

employed women, arthritis was the

most prevolent (34%) chronic condi- All Men Women All Men Women

tion. Other common conditions

reported by older workers include %

bock problems, diabetes, heart dis-  High bload pressure 372 33 3 48 46 50

ease, thyroid conditions, osteoporosis,  Arthritis 27 21 34 41 34 48

migraines, catoracts and asthma. The  Back problems 24 23 24 29 27 30

five most prevalent chronic conditions Diabetes 11 13 8 17 21 15

for the retired include high blood Heart disease 9 12 6 20 26 16

pressure, arthritis, back problems, Thyroid condition 9 4 16 14 7 19

heart disease and cataracts. Osteoporosis 8 2 15 17 5 27
Migraine headoches 8 5 12 5) 3 7
Cataracts 7 6 7 2 17 23
Asthma 6 5 8 9 7 10
Anxiety disorder S 3 6 ) 3 6
Bowel disorder 5) 3l 7 W 4 9
Stomach or intestinal ulcers 4 3 o) 5 4 5
Urinary incontinence 4 2 5 10 8 12
Cancer 3 3 3 5 5 4
1. Five most prevolent conditions for each group appear in bold.
Source: Canodian Community Health Survey (CCHS) - Heolthy Aging.

gradual transition into retrement by way of reduced 4.
or more flexible hours. And finally, some are finan-

cially and psychologically prepared for retirement and

thus unlikely to be enticed back into the labour mat-

ket.

5

W Notes

1. The questions are both subjective and objective. If
subjective and objective retirement indicators of a
respondent conflict with each other, the dara are excluded
from analysis—the number of excluded cases is less than
4% of the sample for cach group. Since partal retirement
is a subjective concept, all individuals who self-report
partial retirement are considered partial retirecs.

2. Adjusted rates have no direct meaning in themselves.
They are meaningful only in comparison with other

simitarly compured rates. Tables in this article present g
non-adjusted rates as well as results of signtficance tests
based on adjusted rates.

3. The value of the principal residence and any employer 7

pension plans were excluded.

When estimates of the services provided by the equity
invested in housing are added to traditional estimates of
income, the income of retitement-age houscholds is
increased by 10% to 13% for those age 60 to 69 and
by 12% to 15% for those age 70 and over (Brown
ct al. 2010).

The number of chronic conditions was calculated based
on respondents’ answers to questions about whether
they had been diagnosed by professionals as having any
of the following chronic conditions: asthma, arthritis,
osteoporosis, high blood pressure, back problems,
migraine headaches, chronic bronchitis, emphysema,
chronic obstructive pulmonary disorder (COPD), diabe-
tes, stroke, heart discase, cancer, stomach or intestinal
ulcers, urinary incontinence, Alzheimer’s disease or other
dementia, bowel disorder/Crohn’s discase or colitis,
Parkinson’s disease, thyroid conditions, cataracts, glau-
coma, mood disorders, and anxiety disorders.

Retirement for health reasons may be underesumarted.
Older retirees who retired due to health problems might
have died in the meantme and not be included in the
survey.

To obrain reasons for pardal retirement, cases with
multiple redrement experiences were excluded in
Table 5.
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Inside the labour

market downturn

Jason Gilmore and Sebastien 1 aRochelle-Coté

any labour market reports focus on

standard labour market measures, such as the

number of employed persons, the number
of jobs lost, and the unemployment rate. For exam-
ple, LaRochelle-Coté and Gilmore (2009) reported
that of the 400,000 drop in employment over the first
12 months of the downturn, much of the decrease was
in manufacturing, construction, natural tesources, trans-
portation, and trades industries. Younger workers,
men, and individuals with lower educational attain-
ment experienced disproportionate job losses. The
unemployment rate, the most common measure of
labour market slack, increased to a peak of 8.7% in
August 2009 and subsequently declined to reach 7.6%
in December 2010,

While employment and unemployment trends are the
main labour marker indicators, subpopulations, like
involuntary part-timers, provide further information
about the state of the labour market. Moreover, the
numbers of those not participating in the labour force
(or ‘non-participants’) can vary considerably with eco-
nomic conditions (Statstics Canada 1999 and Hipple
2010). As such, a broader slate of labour market indi-
cators can provide a more complete pictute of how
labour supply and demand adjust to economic events.

This article examines recent changes within the
employed, unemployed, and not-in-the-labout-force
populations, and investigates whether some subcategories
contributed more to the changes within each group. It
also examines, where possible, how these changes
compared to those which occurred during the down-
turns of the early 1980s and carly 1990s. Finally, the
paper discusses alternative measures of unemplovment
that include some of these subcaregories in the calcula-

Jason Gilmore and Sébastien LaRochelle-Cate are with the
Labour Statistics Division. Jason Gilmore can be reached at
613-951-7118 or jason.gilmore@statcan.ge.ca. Sébastien
LaRochelle-Cité can be reached at 613-951-0803 or

sebastien. larochelle-cote@statcan.ge.ca.

| November 2008, the period from October 2008 to

= LL

| Data source and definitions

This study uses data from the monthly Labour Force Survey
(LFS). The LFS collects information on the labour market
activities of the population age 15 years and over, exclud-
ing residents of collective dwellings and abariginal set-
tlements, and full-time members of the Canadian Forces.
Employed individuals are defined as those who worked
at a job or business during the reference week of the
survey.

In the LFS, seasonally adjusted information is available
for major indicators, but not for a number of detailed
demographic and job characteristics. These characteristics
must therefore be examined on o year-over-year
(unadjusted) basis. Since employment began to drop in

October 2010 represents an opporfunity to study the evo-
lution of the non-working population through decline and
recovery. Unless otherwise stated, the data in this paper
are not seasonally adjusted.

In the LFS, the working-age population (15 years and over)
is divided into three categories: the employed, who were
working either as paid employees or in self-employment
during the survey reference week; the unemployed, or
those who were octively looking for a job during the
reference week; and individuals not in the labour force—
those who were not actively looking for work (for instance
because they were retired or students, or staying at home).
However, some of these people could have been avail-
able for work even though they did not search for work
during the survey reference week. Discouraged workers,
for example, fall into this category and are therefore not
counted as unemployed.

tions. The article covers the period from October
2008, just prior to the employment downturn, to
October 2010 (see Data sonrce and definitions).

Working or not?

In October 2008, the working-age population was
27 million (Table 1). Of these, 17.2 million were
employed—an employment rate of 64%. With 1.1 mil-
lion unemployed, the labour force numbered 18.3
million and the unemployment rate was 6.1%. Another
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8.7 million were not participating
in the labour force, just under one-
third of the working-age popula-
tion.

As has been well-documented,
employment declined in the first
year of the downturn and then
recovered during the second
year, for little net change over
the entire period. At the same
time, unemployment increased
by 341,000 (or 31%), while
the number of non-parucipants
increased by 458,000 (5%).
Because employment declined over
the period (by 66,000), the unem-
ployed and not-in-the-labour-force
components entirely accounted for
the increase of 733,000 in the
working-age population between
October 2008 and October 2010.

Three downturns, three
stories

The recent labour market downturn
has taken a much different course
than the downturns of the early
1980s and carly 1990s. However,
each of the earlier downturns also
had its own unique profile.

The downturn of the early 1980s
was characterized by the greatest
drop in employment (Chart A).
After the employment peak in June
1981, employment fell sharply and
was still 5% below the peak
17 months later. Employment
finally recovered to its pre-reces-
sion level 39 months after the
beginning of the downturn.

In the early 1990s, employment did
not initally decline as steeply as in
the carly 1980s, but took longer to
recover. In the first 12 months of
the downturn, employment
declined by about 2%, remained
stable for a while, and fell again to
a new low in August 1992. The
labour market then picked up and

Table 1 Employed, unemployed, and individuals not in the

labour force

Change from

October October October October 2008 to

2008 2009 2010 October 2010

000 000 %

Total population 27,032 27,418 27,765 733 2.7
Employed 7 (WS 16,804 17,109 -66 -0.4
Unemployed 1,114 %5117 1,455 341 30.7
Not in the labour force 8,743 9,097 9,201 458 5.2

Source: Stotistics Conada, Labaur Force Survey, seasonclly adjusted dato.

surpassed the employment levels of
its previous peak 52 months after
the initial downturn.

In the recent downturn, employ-
ment fell faster in the first few
months than in the 1980s and
1990s, but recovered quicker. This
time, employment took 27 months
to fully recover to its October 2008
level. The state of the labour mar-
ket was therefore quite different in

the two years that followed the
onset of the previous two down-
turns.

The number of unemployed per-
sons and non-participants also dif-
fered across the downturns
(Table 2). Two years after the
beginning of the 1980s and 1990s
downturns, the total ‘not
employed’ population (comprising
the unemployed and those not in

Chart A Index of employment during the last 3 downturns

index (peak=100)
101

100 2008102010

99

98 -
97 F
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95 |

*""1981 to 1984

1990 to 1994

94

li6%= 20

Months after the employment peak

Source: Stotistics Canada, Lobour Force Survey, seasonally adjusted data.
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the labour force) was up by more than 12%, com-
pared to 8% during the recent downturn. Two years
into the recent downturn and into the 1990s down-
turn, the increase in the number of individuals without
a job was almost evenly divided between the unem-
ploved and those not in the labour force. In the early
1980s, unemployment was the main driving force be-
hind the increase in the number of individuals without
a job.

The unemployed

Between October 2008 and October 2010, the unem-
ployed population increased by more than 30%. How-
ever, not all the unemployed were necessarily looking
for a job because they had been laid-off. Quits, new
entrants or re-entrants, and future starts' can also rep-
resent a sizeable portion of the unemployed. Some
quit their jobs in anticipation of a better one, others
enter the labour market after completing school, and
others might come back to the labour market after
spending time off with their familics. Unemployment
is therefore not predominantly the result of layoffs,
even during downturns.

Examples of these lesser-known categories of the
unemployed are ‘new entrants’ and ‘re-entrants,” who
typically represent about 45% of the unemployed
(Table 3). New entrants have no previous work expe-
rience and are predominantly younger individuals.”
Re-entrants have some work experience and are
re-entering the labour force from non-participation.
Over the period, new entrants and re-entrants
increased by about 33%, accounting for nearly one-
half of the increase in unemployment (48%). Interest-
ingly, more than 50% of the increase in new entrants
and re-entrants was among thosc reporting that they

Inside the labour market downturn

were “maintaining 2 home” prior to entering the
labour force. New entrants and re-entrants are usually
more likely to report that they were going to school.

Quits—individuals voluntarily leaving their jobs—rep-
resented another 12% of the unemployed at the
beginning of the recent downturn, falling to 9% two
years later, Quits tend to be pro-cyclical: the quit rate
increases when job opportunities abound and it
decreases in downturns.

Among those who were not looking for work, future
starts increased little over the period (2%). Temporary
layoffs® increased by 14%, still less than one-half the
rate of increase in total unemplovment (30%). As a
result, these two categories represented an even smaller
portion of the unemployed at the end of the period
than at the beginning,

Two other categories more closely related to prevail-
ing economic conditions are those who /s7 their jobs
as a result of a permanent lavoff, and those who had
been out of work for more than one year (reason un-
known).* Two years after the onset of the recent
downturn, the number of permanent layoffs increased
at the same pace as unemployment as a whole (30%),
while the number of people for whom the reason was
not known increased by 74%. Together, these two
categories accounted for nearly 50% of the increase
in the number of the unemployed over the two
years (the other half was due to new entrants and
re-entrants). During the first two years of the
two ecarlier downturns, however, the number of per-
manent layoffs and the number of individuals who
had been out of work for at least one yeat (reason
unknown) increased much faster (Table 4). Permanent
layoffs, for instance, increased by 57% in the eatly
1990s and by 116% in the carly 1980s—compared to

Table 2 Comparisons with changes in earlier downturns, 2 years after the employment peak

October 2008 to October 2010

April 1990 to April 1992 June 1981 to June 1983

‘000 %

Total population 733.4 2.7
Total employed -66.4 -0.4
Total not employed 799.9 8.1
Unemployed 341.4 30.7
Not in the labour force 458 .4 5.2

‘000 % ‘000 %
616.3 29 540.4 2.9
-410.4 -3.1 -354.2 -3.1

1,026.7 12.8 894.6 12.0
453.2 421 669.4 75.4
573.5 8.3 225.2 3.4

Source: Statistics Canada, Lobour Force Survey, seasonally adjusted data.
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Table 3 Categories of unemployed

Octaber October October October
2008 2010 Change 2008 2010 Change
000 ‘000 % % distribution

All unemployed 1,024.1 1,331.7 307.6 30.0 100.0 100.0 100.0
Jab searchers 946.3 1,246.6 300.3 31.7 92.4 93.6 97.6
Quits 120.3 121.3 1.0 0.8 11.7 9.1 0.3
Permanent layoffs 287.3 3737 86.4 301 28.1 28.1 28.1
Reason unknown' 84.9 148.0 63.1 74.3 8.3 1 20.5
New and re-entrants 453.7 603.5 149.8 33.0 44.3 453 48.7
Temporary layoffs 46.2 52.8 6.6 14.3 4.5 4.0 2.1
Future starts 31.7 32.2 0.5 1.6 St 2.4 0.2

1. Last worked more than 1 year ago.

Source: Statistics Canada, Labour Farce Survey, data not seasonally adjusted.

30% during the late 2000s. Hence, these two catego-
ries accounted for a much larger portion of the over-
all increase in the total unemployed population (more
than 75%) in the 1980s and 1990s.

Overall, the unemployment rate increased faster dur-
ing the two previous downturns. In seasonally adjusted
terms, the unemployment rate increased from 6.1%0 to
7.8% between October 2008 and October 2010.
Between April 1990 and April 1992, the unemploy-
ment rate increased from 7.6% to 10.7%; during the
1980s downturn, it rose from 7.2% to 12.4%.

Long-term unemployment

Some of those who lost their jobs in the immediate
aftermath of the downturn might sall be without a
job, despite the employment growth from mid-2009
to mid-2010. Such long-term unemployment can
impair an individual’s ability to find a job when the
economy improves (Blanchard and Diamond 1994,
Jackman and Layard 1991, and Corak 1993)—it can
also affect stress levels and psychological well-being
(Clark and Oswald 1994, and Clark 2006), and house-
hold finances often deteriorate, especially for those
who exhaust their employment insurance benefits

(Micklewright and Nagy 1999).

Table 4 Change in categories of unemployed

October 2008 to October 2010

April 1990 ta April 1992 June 1981 to June 1983

‘000 %

All unemployed 307.6 30.0
Job searchers 300.3 31.7
Quits 1.0 0.8
Permanent layoffs 86.4 30.1
Reason unknown' 63.1 74.3
New and re-entrants 149.8 33.0
Temporary layoffs 6.6 14.3
Future starts 0.5 1.6

‘000 % ‘000 %
475.8 42.8 645.9 73.3
463.1 46.5 634.0 81.1
-15.3 -9.2 1.5 1.2
274.5 57.3 8801.9 115.8
109.5 142.0 143.1 265.0
94.4 34.6 157.4 50.2
22.7 31 19.0 38.8
-10.0 -22.8 S A -14.1

1. Last worked more thon 1 yeor ogo.

Source: Statistics Canada, Labour Farce Survey, dato nat seasonclly adjusted.
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Table 5 Unemployment duration measures

October October October October
2008 2010 Change 2008 2010 Change
‘000 ‘000 % % distribution
All unemployed 1,024.1 1,331.7 307.6 30.0 100.0 100.0 100.0
1 to 4 weeks 4258 455.3 29.5 6.9 41.6 34.2 9.6
5 to 25 weeks 414.5 541.6 12779 30.7 40.5 40.7 413
26 to 51 weeks 72.4 146.5 741 102.3 7.1 11.0 241
52 weeks or more 79.8 156.1 76.3 95.6 7.8 1.7 24.8
Duration unknown' 31.7 82.2 0.5 1.6 S0 2.4 0.2

1. Duration is unknown for unemployed future starts (i.e., job begins within 4 weeks).
Source: Statistics Conada, Labour Farce Survey, dota not seasonally adjusted.

The Labour Force Survey collects information on the
duration of joblessness for those who are currently
unemployed and do not have a job that starts in the
next four weeks. In October 2008, more than 80% of
the unemployed had been without a job for 25 weeks
or less—and more than 400 had been without a job
for less than one month (Table 5). Only 15%6 had been
without a job for at least 26 weeks.

The number of those who had been without a job for
at least 52 weeks doubled during the two years,
Together with those who had been without a job for
at least 26 wecks, these workers represented almost 1
in 4 unemployed persons in October 2010.°

Long-term unemployment also rose during the first
two years of the two previous downturns (Table 6).
In 1990-1992, the number of individuals who had

been unemploved for 52 weeks or more increased by
146%, and that number almost quadrupled during the
downturn of the early 1980s. However, the share of
the total unemployment increase that could be attrib-
uted to the long-term unemployed was about the same
in all three downturns.

Some complementary measures to the unemployment
rate that focus on long-term unemployment
(Devereaux 1992 and Statistics Canada 1999) have
been developed. The first of these rates, R1, includes
only those who have been unemployed for at least
one year. The second, R2, includes those who have
been unemployed for at least three months. Both are
meant to provide an indication of the cconomic hard-
ship of long-term unemployment.

e e e e e e e e e — R W = s e e et e e,
Table 6 Change in unemployment duration measures

October 2008 to October 2010

April 1990 to April 1992 June 1981 to June 1983

‘000 %
All unemployed 307.6 30.0
1 to 4 weeks 295 6.9
5 to 25 weeks 1271 30.7
26 to 51 weeks 74.1 102.3
52 weeks or more 76.3 95.6
Duration unknown' 0.5 1.6

‘000 % ‘000 %
475.8 42.8 645.9 73.3
22.0 7.2 42.2 13.7
193.9 37 254.8 70.7
1461 94.6 2121 195.8
123.8 145.8 143.9 268.5
-10.0 -22.8 -7 -14.1

1. Duration is unknown for unemployed future starts (i.e., job begins within 4 weeks).
Source: Stotistics Canada, Lobour Force Survey, data not seasonally adjusted
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Table 7 Alternative measures of unemployment: Long-term unemployed

Change from

October October October  October 2008 to
2008 2009 2010 October 2010
‘000
Number
Stondord unemployment level (R4) 1,024.1 1,387.6 1,331.7 307.6
Out of work for ot least 1 year (R1) 79.7 135.6 156.1 76.4
Out of work for at least 3 months (R2) 299.5 548.2 472.4 172.9
Rate %
Standard unemployment level (R4) 5.6 7.6 7% 1.6
Out of work for at least 1 year (R1) 0.4 0.7 0.8 0.4
Out of work for at least 3 months (R2) 1.6 3.0 2.6 1.0

Saurce: Statistics Canada, Labour Force Survey, data not seasonally adjusted.
| e e .o L T R e g e R R e e e e =

In October 2008, when the unemployment rate was at
a historically low level, the long-term unemployment
rate (R1) was 0.4% (Table 7). One vear later, R1 had
risen to 0.7%. Although the labour market continued

In terms of comparisons with the other downturns,
R1 was 0.4% in June 1981; two years later it was 1.5%.
In April 1990, R1 was 0.6%; two years later it was
1.5%. Similatly, R2 rose from 2.6% to 6.2% from June

1981 to June 1983, and from 3.8% to 6.5% from April
1990 to April 1992. So long-term unemployment in
the recent downturn remained well below the levels
experienced in earlier downturns.

to improve from October 2009 to October 2010, R1
continued rising to (.8%. The R2 rate, meanwhile, rose
from 1.6% in October 2008 to 3.0% one year later. By
October 2010, it had eased slightly, to 2.6%.°

Table 8 Categories of individuals not in the labour force

October October October October
2008 2010 Change 2008 2010 Change
‘000 ‘000 % % distribution
Total not in the labour force 8,765.2 9,250.0 484.8 5.5 100.0 100.0 100.0
Able to work, perceived

labour market attachment 155.1 181.6 26.5 17.1 1.8 2.0 5.5

Discouraged searchers 21.7 29.9 8.2 37.8 0.2 0.3 1.7

Recently laid off and wanted work 49.3 67.7 18.4 37.3 0.6 0.7 3.8

Marginally attached 84.1 84.0 -0.1 -0.1 1.0 0.9 0.0
Able to work, no perceived

labour market attachment 7,980.8 8,416.1 435.3 5.5 91.1 21.0 89.8

Students! 1,440.3 1,688.9 248.6 17.3 16.4 18.3 51.3

Recently retired’ 163.0 172.8 9.8 6.0 1.9 1.9 2.0

Other, at least 65 years of age' 3,663.8 3,833.1 169.3 4.6 41.8 41.4 349

Other, under 65 years of age' 2,713.7 2,721.3 7.6 0.3 31.0 29.4 1.6

Permanently unable to work 629.4 652.2 22.8 3.6 7.2 7.1 4.7

1. And not included in any of the other definitions.
Note: ‘Recent’ is defined as within the previous 12 months.
Source: Statistics Conada, Labour Force Survey, data not seasonally adjusted.
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How the supplementary measures of unemployment are
calculated

Statistics Canada produces alternative measures of unemployment in accord-
ance with the concepts ond methods suggested by the International Labar
Organization (Hussmanns et al. 1992). The R1, R2 and R3 rates are available
dating back to 1976; the others are available back to 1997. Formally, they are
calculated as follows:

R1 = [unemployed 52 weeks or more / (employed + unemployed)] * 100
R2 = [unemployed 12 weeks or more / (emplayed + unemployed)] * 100
R3 = [{unemployed - (15-year-olds + passive job searchers + short-term future

starts + searchers unavailable for work due o personal or family respon-
sibilities) + full-time students looking for full-time work) / ((emplayed -
15-year-olds) + (unemployed - (15-year-olds + passive job searchers +
short-term future storts + seorchers wunavailable for work
due to personal or family responsibilities)) + full-time students looking
for full-time work)] * 100

R4 = [unemployed / {employed + unemployed)] * 100

R5 = [(unemployed + discouroged searchers) / (employed + unemployed +
discouraged searchers)] * 100

R6 = [(unemployed + waiting for recall + waiting for replies + lang-term future
starts) / (employed + unemployed + woiting for recall + waiting for replies
+ long-term future starts)] * 100

R7 = [{unemployed looking for full-time work + unemployed looking for part-
time work * average hours of part-time workers at main job / average
hours of full-time workers at main job + involuntary part-timers * (1 -
average hours of invaluntary part-timers at main job / average hours of
full-time workers at main job)) / (employed full-time + employed part-
time * average haurs af part-time warkers at main job / average hours
of full-time workers at main job + unemployed looking for full-time work
+ unemployed looking for part-time work * average hours of pari-time
workers at main job / average hours of full-time workers at main job)]
* 100

R8 = [{unemployed + discouraged searchers + waiting for recall + waiting
for replies + long-term future starts + involuntary part-timers * (1 - av-
erage hours of involuntary part-timers at main job / overage hours of full-
time workers at main jab)) / (employed + unemployed + discouraged
searchers + waiting for recall + waiting for replies + long-term future

starts)] * 100

Non-participants

Between October 2008 and October 2010, the ‘not-in-the-labour-force’
population—or non-participants—increased by 6%, or 485,000 pcople
(Table 8). While non-partcipants include retirees, stay-at-home parents,
students, and those not able to work, it also encompasses those with some
attachment to the job market. Among these are individuals who are able
and ready to work, but not actively searching, for instance because they are
waiting to hear from potential emplovers or don’t think work is available.
One key question is whether these people contributed to the growing popu-
lation of non-participants during the downturn.

Inside the labour marker downmirn

In Table 8 non-parucipants are split
into three major categories:

e those who were able to work
and had some attachment to the
labour market, even if they were
not currently looking for a job

e those who were able to work
but had no perceived attach-
ment to the labour market

® those who were permanently
unable to work.

The first category includes

e the discouraged: those who gave
up searching since they believed
no work was available

e recently laid-off individuals, who
expressed a desire to go back to
the labour market, were not dis-
couraged, but did not look for
work (for example, recently
laid-off people who want to
take some time off with their
families before resuming their
searches)

e the ‘marginally attached,’ includ-
ing those who are waiung to
hear from potential employers
and long-term future starts (i.e.,
they have jobs they expect to
start in 5 weeks or more).

All individuals in this category
clearly expressed that they would
like to stay involved in the job mar-
ket, or were planning to rejoin the
labour force at some point in the
future.

Those who had a perceived labour
market attachment represented
about 2% of non-participants. The
discouraged comprised just 0.2%
of non-participants in October
2008 and 0.3% in October 2010,
So even though their numbers in-
creased (38%), it was from such a
small base that their share remained
relatively steady. Hence, the dis-
couraged played a very minor role
in the increase in non-participants
during the downturn.
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Rather, the number of non-participants swelled due
to a strong increase in the ‘able-to-work’ population.
The number of students grew by 17% over the period
(or by almost 250,000), suggesting that some non-
participants may have decided to upgrade their skills
rather than enter a weak labour market or chose to
remain in school due to the slowdown in hiring.” In
fact, students, who represented just 16% of the not-
in-the-labour-force population at the beginning of the
downturn, accounted for more than 50% of the
increase in non-participants.

The number of seniors also increased as a consequence
of the aging population. Between October 2008 and
October 2010, the number of non-participants age 65
and over (not classified elsewhere) increased by
169,000 (5%), accounting for about one-third of the
increase in the non-participant population. However,
seniors typically represent a large portion of the non-
participant population. Meanwhile, the number who
retired in the previous 12 months increased by about
10,000 (6%%), indicating that the downturn did not nec-
essarily trigger a wave of eatly retirement.

Several alternative unemployment rates can be com-
puted by combining the unemployed with groups
outside of the labour force that indicated some
attachment to the labour market. The first of these
populations is ‘discouraged searchers,” who want to
work and are available to take work, but who do not
look for a job because they believe no jobs are avail-
able. Discouraged searchers can be combined with the
unemployed to calculate the R5 rate. The marginally
attached comprise those who are available for work

and are waiting for employment, but are not currently
looking for work. The R6 rate combines the margin-
ally attached (excluding discouraged searchers) with the
unemploved. In both cases, the populations are added
to the numerator and the denominator to obtain con-
ceptually consistent ratios of individuals without a job
(see How the supplementary measures of unemployment are
calculated).

Since these groups are not particularly large, both rates
tend to be slightly higher than the standard unemploy-
ment rate (Table 9). In October 2008, R5 was 5.7%,
compared to the standard rate of 5.6%. One year later,
eatly in the labour market recovery, it was 7.7%, and
by October 2010, it had fallen back to 7.3%. Similarly,
R6 was 6.0% in October 2008, 8.1% in October 2009
and 7.6% in October 2010—only slightly higher than
the standard unemployment rate.

The detailed non-participant groups could not be
compared to previous downturns since information
about discouraged and marginally attached workers
was collected differently in those vears.

The underemployed

Even if employment recovered all ground lost during
the downturn, some of the workforce may remain
underemployed. Underemployment can come in two
forms: ‘visible’ underemployment, which happens
when someone is emploved but does not believe his
or her work hours are sufficient; and ‘invisible’ under-
employment, which occurs when skills are not
fully used, or when the job occupied is considered

s

Table 9 Alternative measures of unemployment: Discouraged and marginally attached

Change from

October October October October 2008 to
2008 2009 2010 October 2010
'000
Number
Standard unemployment rate (R4) 1,024 1,387.6 1,331.7 307.6
With discouraged workers {R5) 1,045.9 1,415.7 1,361.7 315.8
With marginally attached workers (R§) 1,108.2 1,479.3 1,415.7 307.5
Rate %
Standard unemployment rate (R4) S:b 7.6 7.2 1.6
With discouraged workers (R5) 5.7 7.7 7.3 1.6
With marginally attached workers (R4) 6.0 8.1 7.6 1.6

Source: Statistics Canada, Labour Force Survey, data not seasonally adjusted.
Ei 0 —— =S A S S e B s eSS S )

46 / Perspectives on Labour and Income

Spring 2011 — Statistics Canada




Inside the labour market downrturn

e e e e e e Ty v =i e =
Table 10 Change in categories of employed population

October October October October
2008 2010 Change 2008 2010

‘000 ‘000 % % distribution
Total employed 17,242.5 17,183.5 -59.0 -0.3 100.0 100.0
Full-time workers 13,947.8 13,835.2 -112.6 -0.8 80.9 80.5
Part-time workers 3,294.8 3,348.3 53.5 1.6 19.1 19.5
Involuntary 700.5 840.9 140.4 20.0 4.1 4.9
Going to school 1,146.8 1,073.7 -73.1 -6.4 6.7 6.2
Other voluntary 1,447.6 1,433.8 -13.8 1.0 8.4 8.3

Source: Statistics Canada, Labour Force Survey, dato not seasonally adjusted.

‘substandard’ because of wages or other job charac-
teristics (Statistics Canada 1999). In the Labour Force
Survey, visible underemployment can best be esti-
mated by computing the number of part-time work-
ers who would prefer to be working full time. Such
involuntary part-timers represented 4% of the total
employed workforce in October 2008 (Table 10).

Although employment regained a good portion of lost
ground over the period, full-time employment®
declined by 112,600 (-0.8%), while the number of part-
time workers increased by 53,500 (1.6%). The increase
in the number of part-timers was the net result of a
20% increase in the number of involuntary part-time
workers (140,400) and a decline of 86,900 among
those who worked part time on a voluntary basis
(including students). Both full-time and part-time
employment declined in the first year and recovered
during the second, burt full-time employment did not
recover as swiftly as part-time employment.

Another alternative measure of unemployment—R7
—includes involuntary part-umers, or ‘underem-
ployed’ workers.” The R7 rate differs from the stand-
ard unemployment rate in both the numerator and
denominator. The R7 rate takes the number of
hours of potential labour supply lost due to underem-
plovment into account, since the number of single-job
involuntary part-timers are expressed as full-time
equivalents, Hence, R7 can be interpreted as a combi-
nation of the unemployed and involuntary part-timers
expressed in full-time equivalent hours (sce How the
supplementary measures of unemployment are calculated).

Taking the underemployed into account would
increase the unemployment rate by a substantial mar-
gin. In October 2008, R7 was 7.4% compared to the

Statistics Canada — Spring 2011

standard rate of 5.6%. One vear later, R7 was 9.9%
(standard rate of 7.6%). By October 2010, the R7 rate
had cased down 0.6 percentage points, but was still
much higher than it had been at the beginning of the
downturn,

Chart B Unemployment and underutilization
rate (R8), October 2008 to October

2010
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Source: Statistics Canodo, Labour Force Survey, data not seasonally
adjusted.
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An alternative rate for Canada-U.S. comparisons

To allow comparisons to be made between Canada and the
United States, Stotistics Canada also praduces a rate
defined similarly to the U.S. unemployment rafe {called the
R3 rate). Like the U.S. official rate, the R3 rate is based on
o working-age papulation of at least 16 years, ond takes
conceptual differences into account in defining the em-
ployed and unemployed populations (Chart C). Contrary to
the other alternative rates, it is also produced on a sea-
sonally adjusted basis. Because emplayment last peaked in
December 2007 in the U.S., the figure below provides
unemployment rates for the two countries between Decem-

ber 2007 and December 2010.

At the beginning of the downturn in the United States, the
unemployment rates were similar in the two countries, at
5%. Although the U.S. rate began to increase earlier, both

rates increased in tandem in the first few months of the
Canadion employment dawnturn. However, the Canadian
rate stabilized in the spring of 2009, while it continued
increasing until October 2009 in the U.S. At this point, the
U.S. unemployment rote exceeded the comparable Cana-
dian rate by more than 2.5 percentage points. Since then, |
the gap has persisted as the U.S. rate has remained around \
10% during most of 2010 {while it has slowly declined in
Canada).

ment rate increased much faster than the U.S. unemploy-

|
During the downturn of the 1990s, the Canadian unemploy- ’
|
ment rate and remained higher for many years afterwards. |

|

Chart € Unemployment rates for Canada and the U.S. (R3)
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Comprehensive unemployment and
underutilization rate

It is possible to derive a comprehensive rate by com-
bining all the clements that were used to generate R5,
R6 and R7 with the unemployed. This rate, called RS,
combines the unemployed with discouraged search-
ers, those waiting for recall or replies, long-term
future starts, and a portion of involuntary part-timers.

The R8 rate is often referred to as the overall
‘underutilization’ rate as it is the highest rate of all the
measures, including the official rate.

Chart B shows the evolution of the rate over the pe-
riod, and also indicates the relative contribution of each
group. Adding the marginally attached, the discour-
aged and the underemployed to the unemployment
rate, the comprehensive rate was 8.0% in October
2008, 10.4% in October 2009, and 10.0% in October
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2010. Most of the difference from the official unem-
ployment rate was due to the underemployed, as they
represented about 20% of the total unemployed and
underutilized population. In contrast, discouraged
searchers represented only a small fraction of
underutilized people, even after the downtun. In all,
adding the marginally attached, the discouraged and
the underemployed population boosted the unem-
ployed population by about 25%.

Both the standard rate and the R8 rate increased at
about the same pace over the period, as the
underutilized population increased by 27% (or almost
400,000 pcople) and the number of unemployed
workers increased by 30% (or more than 300,000
people). Hence, the downturn had little effect on the
relative contribution of cach group to the overall rate.

Summary

The Canadian labour market recently experienced a
significant downturn in which more than 400,000 jobs
were lost in the 12 months following October 2008.
The labour market, however, recovered quite quickly
as employment regained all lost ground by January
2011, In comparison, the labour market took much
longer to recover during the recessions of the eatly
1980s and early 1990s.

As might be expected in an economic downturn, the
number of individuals without a job increased signifi-
cantly. Between October 2008 and October 2010,
uncmployment increased by 341,000, and the number
of non-participants increased by 458,000 (in season-
ally adjusted figures).

Unemployment changes were not just due to layoffs.
Between October 2008 and October 2010, the
number of permanent layoffs increased by about 30%,
but other categories of unemployed workers also in-
creased—particularly new entrants and re-entrants
(33%) and those who were unemployed for more than
one year (74%). In all, 28% of the increase in the un-
employed population was due to permanent layoffs
and almost 50% was due to an increase in the number
of new and re-entrants. This differed from earlier
downtums, when permanent layoffs accounted for a
latger portion the total unemployment increase.

From October 2008 to October 2010, the increase in
non-participants was mainly driven by increases in the
number of students and, to a lesser degree, in the
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number of seniors. The number of individuals mar-
ginally attached to the labour market (including
discouraged searchers) also increased by about 27,000
(17%), but contributed little to the overall increase since
they represent such a small portion of the non-partici-
pant population.

In contrast, the number of individuals working part
time on an involuntary basis increased by about
140,000 over the period (20%). Even though they are
counted as employed, this population is considered
underemployed since they would like to work more
hours.

Some of these groups can be used to generate alterna-
tive unemployment rates. Such alternative rates can be
produced by focusing on those who have been with-
out a job for a long time; by combining unemployed
individuals with discouraged searchers and the mar-
ginally attached, or by adding involuntary part-timers
(expressed as full-time equivalents). The most com-
prehensive of these rates, R8, is called the unemploy-
ment and underutilization rate and combines the
unemployed, involuntary part-timers, discouraged
searchers, and the marginally attached. Using this alter-
native definition would not have changed the pace of
the increase in unemployment figures, but would have
affected the level since the underutilization rate is
approximately 25% higher than the unemployment
Yate.

W Notes

1. ‘Future starts’ refers to persons who did not have a job
during the survey reference week and did not scarch for
work within the previous four weeks, but were available
to work and had a job to start within the next four weeks.

2. Since the Labour Force Survey does not interview pet-
sons under the age of 15, new entrants can also be
individuals who just turned 15, are not students, and are
looking for work.

3. Persons on temporary layott are employees who did not
work during the reference week because they had been
temporarily released by their employers duce to business
conditions (not cnough work, drop in orders or sales,
retooling, ctc.). They must have a definite return-to-work
date or an indication from the employer that they will be
recalled in the future, and they must be available for work
during the reference week.
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4. The Labour Force Survey does not ask the reason for job
loss for those who have been unemployed for more than
one year,

w

The duration of unemployment estimates indicates
incomplete spells of unemployment rather than com-
pleted spells because the data are based on currently
unemployed individuals. Sce Corak and Heisz (1995) for
an explanation of possible biases associated with incom-
plete unemployment spells.

6. While the increase in the R1 rate 1s notable, unlike the
standard unemployment rate, the R1 rate typically lags
economic cycles. In other words, R1 declines more slowly
during periods of economic growth and increases more
slowly during ecconomic downturns. In comparison, the
R2 rate tends to be much closer to economic cycles.

7. Berween October 2008 and October 2010, the propordon
of the total population age 15 to 29 who were either part-
time or full-time students increased from 44% to 46%.

8. Full-time employment is defined as working at least 30
hours per week.

9. There are no comparable data with previous downturns
as the concept of involuntary part-time workers changed
in 1997.
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Recent reports and studies
e T e

M From Statistics Canada

B  Cohort differences in education and
earnings of childhood Immigrants

This study uses data from six Canadian censuscs
of population between 1971 and 2006 to examine
cohort differences in the educational attainment and
earnings of childhood immigrants who arrived in
Canada in the 1960s, 1970s and 1980s. Childhood
immigrants are defined as those who were born
abroad and immigrated to Canada at the age of 12 or
younger. They represented about 26% of immigrants
who arrived in Canada in the 1960s, 24% in the 1970s
and 21% in the 1980s. Their educational attainment
and earnings are examined at age 25 to 34. The com-
parison group consists of Canadian-born individuals
who reported Canadian, British, or French ethnic ori-

gin.

The outcome measures for childhood immigrants are
derived from the 1986 Census of Population for the
1960s entry cohort, from the 1996 Census of Popula-
tion for the 1970s cohort, and from the 2006 Census
of Population for the 1980s cohort. Educational
attainment is measured by whether a university degree
was obtained.

The probability of obtaining a university degree by age
25 to 34 was higher among childhood immigrants than
among their Canadian-born comparison group in all
three cohorts, and this difference increased across the
three cohorts. The continued success of more recent
cohorts of childhood immigrants is due primarily to a
shift in the composition of the immigrant population
towards groups in which children of immigrants have
traditionally had high educational attainment. Once
shifts in composition (including source region, mother
tongue, and visible-minority status) are taken into
account, the difference no longer increases over time;

if anything, it shrinks for the 1980s cohort. This de-
cline in university completion (relative to the Canadian-
born) is associated with the decline in the earnings of
immigrant parents relative to the Canadian-born.

For more information, see Reversal of Fortunes or Contin-
ued Success? Cohort Differences in Eiducation and Earnings of
Childhood Immigrants in the Analytical Studies Branch
Research Paper Serics, Statistics Canada, January 2011,

B Highlv educated immigrants in the
Canadian and U.S. labour markets

Have highly educated recent immigrants to Canada
fared as well economically as their counterparts entet-
ing the United States? This study examines how eco-
nomic outcomes at entry for the highly skilled have
changed in the two countries over the past quarter
century, and whether changes in the standard observ-
able background characteristics of entering immigrants
can account for the outcome trends.

Two economic outcome measures are used: the mean
relative (to domestic-born) entry wages of highly edu-
cated new immigrants (i.c., the wage gap at entry), and
the university wage premium (defined as the differ-
ence between the wages of university-educated and
high-school-educated).

Relative entry earnings of university-educated immi-
grants followed a significantly different path in Canada
and the U.S., with generally superior outcomes in the
U.S., particularly since 1990. This occurred despite sig-
nificant declines in entry earnings for successive groups
of entering immigrants as @ whole (i.e., immigrants with
and without university education) being observed in
both countries over the last quarter-century,

For more information, see Do Highly Educated Immi-

grants Perform Differently in the Canadian and U.S. Labour

Markets? by Aneta Bonikowska, Feng Hou and Garnett
Picot, in Analytical Studies Branch Research Paper
Series, Statistics Canada, January 2011.
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B Paid work among women in Canada

The labour force activity of women changed consid-
erably during the past three decades. Although they
are still less likely to be employed than men, their
employment rate has followed an upward trend since
1976, when it was 41.9%. In 2009, over 8 million
women in Canada had a paid job. This represents an
employment rate of 58.3% compared with 65.2% for
men,

The employment rate for women with children has
been steadily on the rise. In 2009, 72.9% of women
with children under the age of 16 living at home were
employed, nearly twice the rate of 39.1% recorded in
1976.

While nearly three-quarters of employed women
worked full time in 2009, women were more likely
than men to work part time. Also, the majority of
employed women continue to work in occupations in
which they have been traditionally concentrated. How-
ever, they have increased their representation in several
professional fields such as business and finance.

The impact of the recent economic downturn was less
severe on women than on men. Between 2008 and
2009, the employment rate for men fell 2.9 percent-
age points to 65.2%, repeating a pattern set in the
recessions of the early 1980s and 1990s. In contrast,
the employment rate for women declined by only one
percentage point in 2009, after reaching an historic high
of 59.3% in 2008.

Men were more affected by the recent downturn
because the industries hardest hit by employment losses
were male-dominated, such as manufacturing, con-
struction and natural resources. In contrast, more
women worked in service industries, such as health
care and social assistance as well as educational serv
ices, where employment continued to grow.

IF'or more information, see the December 9, 2010
issue of The Daily on the Statistics Canada’s website
(wwiw.statcan.gce.ca).

B Survey of Household Spending

Average household spending in Canada declined by
0.3%0 1n 2009, following the economic slowdown that
began in the fall of 2008. This was the first decline
since the annual Survey of Houschold Spending was
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introduced in 1997. During 2009, the annual average
rate of inflation as measured by the Consumer Price
Index was 0.3%.

Personal taxes accounted for 20.2% of the average
household’s budget in 2009, while shelter represented
19.8%, transportation, 13.7% and food, 10.2%. These
shares were virtually unchanged from 2008. Exclud-
ing personal taxes, spending on goods and services
was down 0.7% in 2009 from 2008.

Households reduced spending on discretionary items
or those that could be postponed, such as recreation
and household furnishings. One exception was spend-
ing for home repairs and maintenance, which
increased 22% in 2009 over 2008. This was likely due
to the federal government home renovation tax credit
program.

Not all changes in spending were associated with the
economic downturn; technological change continued
to drive a number of long-term spending trends.

Food, shelter, clothing accounted for over half of
spending by the lowest income households, while per-
sonal taxes represented 2.8% of their budget. In con-
trast, the one-fifth of houscholds with the highest
income allocated about 27% of their budget to food,
shelter and clothing, while 30% went to personal taxes.
These proportions were similar to 2008.

For more information, see the December 17, 2010
issue of The Daily on the Statistics Canada’s website
(www.statcan.ge.ca).

B Labour productivity in the provinces
and terrtories

In 2009, labour productivity of the business sector
increased in Prince Edward Island, Quebec, Manitoba
and British Columbia as well as Yukon. At the
national level, productivity was unchanged, after
decreasing by 0.8% a year earlier.

The strongest growth in business productivity in 2009
was obscrved in Quebec. The largest declines occurred
in the resource-based economies of Newfoundland
and Labrador, Saskatchewan and Alberta. In Quebec,
most industries contributed to the 2.0% productivity
increase, with large advances occurring in retail trade,
transportation and warchousing, and the informaton
and cultural industries.
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Businesses adjusted to the economic downturn in 2009
by sharply reducing hours worked. However, the
weakness in output and employment was confined
mostly to the first half of the year.

For more information, see the November 19, 2010
issue of The Daily on the Statistics Canada’s website
(wWww.statcan.ge.ca).

B From other organizations

B Who creates jobs? Small companies or
young companies?

There has been a popular perception that small busi-
nesses are the drivers of job creation. However, the
more telling characteristic for predicting job creation
is the age of the firm, not its size: The younger compa-
nies are, the more jobs they create, regardless of their
size.

This study shows that the real driver of disproport-
tionate job growth is not small companies, but young
companies. Many start-up firms fail after five years,
leading to the loss of nearly half of the jobs created by
all new companies. Nevertheless, the surviving firms
tend to grow faster than more mature companics, cre-
ating a disproportionate share of jobs relative to their
size. Sec Who Creates Jobs? Small vs. Large vs. Young by
John Haltiwanger, Ron Jarmin and Javier Miranda,
National Bureau of Economic Research, or The NBER
Dizgest, February 2011.

B Trends in U.S. hours and the labour
wedge

From 1980 to 2007, average hours worked in the U.S.
increased by about 13%. This growth was driven by a
very large increase of married women’s hours, while
single women’s hours rose only slightly and hours of
men declined. In order to examine these trends, the
standard growth model was augmented to allow for
gender and marital status heterogencity. The study con-
siders the impact of various exogenous factors on
labour supply, the most important of which are
changes in effective labour income taxes and changes
in the gender wage gaps.

Statistics Canada — Spring 2011
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The labour wedge is measured as the aggregate dis-
crepancy between the marginal rate of substitution
betwecen consumption and lcisure and the marginal
product of labour. While shnnking gender wage gaps
allow the model to generate a labour wedge that
declines beginning in the early 1980s, a non-negligible
discrepancy remains. The labour wedge measured
from a representative houschold model partly reflects
imperfect household aggregation. See Trends in U.S.
Hours and the Labour Wedge by Simona E. Cociuba and
Alexander Ueberteldt, Bank of Canada, November
2010.

B Upcoming events

B From data to decision-making:
Socioeconomic conference,
May 2-3, 2011

The Statistics Canada Socioeconomic Conference pro-
vides an annual forum for empirical research focusing
on issues of concern to Canadian decision-makers.
From data to decision-making is the theme of the
upcoming conference.

Studies targeted by the conference include topics such
as innovation, productivity, international trade, envi-
ronment—cconomy linkages, industrial development,
urban and rural development, health, justice, educa-
tion, families, income and wealth, immigration, and
labour markets. The conference places a premium on
empirical studies making innovative use of Canadian
data. For more details, sce htep://www.statcan.ge.ca/
conferences/socioecon2011/index-eng hem.
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Some of the topics in upcoming issues

B Immigrant self-employment

This study traces trends in self-employment among immigrants and the Canadian-born, using census and
Labour Force Sutrvey data. Differing attitudes of immigrants and natives towards self-employment are
highlighted with data from the 2000 Survey of Self-employment.

B Immigrant educational outcomes

Making usc of longitudinal administrative data, this study compares the labour market outcomes of
immigrants who have studied in Canada since their arrival with other immigrants who have not undertaken
such studics.

B Income with savings and spending among the self-employed

Using several data soutces, this article examines various income, wealth and spending indicators among the
self-emploved and compares them with the same indicators for patd employces.

B Working low-income families

Using the 2009 Canadian Financial Capabilities Survey, this study examines the financial situation of employed
families living in low income and compares it with non-employed families living in low income and employed
families not living in low income.

Perspectives
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